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.     human  resource  directors  are  realizing  that  Carnegie     right  training  for  the  real  world. 
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The  HP  DeskJet  500C. 
Prints  crisp  black  & 
white  and  color  for  only 


«1,095: 


Sometimes  the  Hewlett-Packard 
DeskJet  500C  is  a  black  and  white 
printer.  Smart-looking,  formal, 
very  businesslike.  And  because 
it's  a  Hewlett-Packard  Inkjet 
printer,  it  gives  you  laser-quality 
printing  with  clean,  crisp  type  and 
graphics.  For  a  very  logical  price. 

But  other  times  the  DeskJet  500C 
is  a  color  printer.  Just  snap  in  a 
cartridge  and  check  out  its  wilder 
side.  Get  the  same  clear,  sharp 
print  quality.  But  in  color.  Choose 
from  thousands  of  different  shades 
to  really  make  your  proposals 
and  presentations  come  to  life. 

Get  the  HP  DeskJet  500C  for  PCs 
or  the  DeskWViter  C  for  Macintx)sh. 
Both  come  with  HP^  three-year 
limited  warranty.  They  print  on 
plain  paper  or  transparency  and 
work  with  all  the  popular  software. 
They're  easy  to  use  and  small 
enough  to  fit  on  your  desk. 

To  see  a  demonstration  of  how  the 
DeskJet  500C  or  DeskWriter  C  can 
add  some  personality  to  anything 
you  print,  call  1-800-552-8500, 
Ext.  3069  for  a  print  sample  and 
the  name  of  the  authorized  HP 
dealer  nearest  you. 
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Years  of  profligate  lending  and  sloppy 
credit  analysis  are  finally  catching  up 
with  the  Japanese  banking  system. 
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Racing  to  beat  the  phone  companies  to  supply  a  full 
line  of  telecommunications  services  to  the  home. 
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Here  Gomes  Gable 

By  George  Gilder 

Lots  of  smart  people  thought  the 
cable  companies  would  be  overrun  by 
the  telephone  companies.  Look 
who's  overrunning  whom. 

The  Milken  Letters  66 

Was  Michael  Milken  an  economic 
saint  or  a  financial  monster?  Forbes' 
readers  have  their  say. 

Toys  **R"  Us: 

The  Growing  Gets  Toi^  68 

BySeth  Lubove 

Toys  "R"  Us  faces  its  toughest  battie 
yet  ft-om  the  discounters.  So  what 
makes  it  worth  30  times  flat  earnings? 
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National  Bank  Of  Detroit 

By  Marcia  Berss 

Started  during  the  Great  Depression, 
National  Bank  of  Detroit  never  forgot 
that  loans  can  go  bad. 

Valero  Energy  54 

By  Claire  Poole 

Nearly  bust  in  the  mid-  1980s,  Valero 
Energy  now  seems  to  be  leaving  other 
refiners  in  the  dust. 

Living  Off  Its  Past  56 

By  Kalhryn  Harris 

Add  Columbia  Pictures'  television 
unit  to  all  the  things  the  lapanese 
overpaid  for  during  the  '^>SOs. 
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Thor-Lo  Inc.  60 

By  Gretchen  Morgenson 

Meet  James  Throneburg,  inventor  of 

the  measurably  better  athletic  sock. 

Up  &  Comers: 

Sam&Libbylnc.  62 

By  Zina  Sawaya 

Why  this  hot  new  shoe  company  is  the 

best  kind  of  revenge. 

Fisher-Price  70 

By  James  R.  Norman 

Ron  Jackson  fixes  up  a  toy  company. 

But  for  what  purpose? 

General  Motors  92 

By  Jerry  Flint 

GM  will  build  an  Opel  minivan  for 

Europe  in  a  U.S.  plant. 

Ashland  Oil  102 

By  James  Cook 

Why  the  company's  profits  are  a  good 

deal  less  volatile  than  before. 

General  Signal  106 

By  Seth  Lutwve 

Comeback  story:  focusing  on  "dull" 

businesses. 
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Finance  Sbokku  42 

By  Dy.in  M.ictuin,  Peter  Fuhrman  and  Andrew  Tanzer 
Japan's  banks  arc  in  far  worse  shape 
and  their  problems  \\  ill  take  longer  to 
corrt\"t  th.in  most  people  believe. 


An  Election  That  Matters 

By  Peter  Fuhrman 

If  Britain's  Labor  Party  wins  the  ele 
tion,  all  European  labor  unions  w 
rejoice.  ' 

The  Birdman  Of  Bangkok  1 

By  Andrew  Tanzer 
Thai  billionaire  Dhanin  Chearavai 
ont  is  at  the  center  of  an  upheaval 
Asian  diet  and  distribution. 
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Wm  The  Bears  Laugh  Last? 

By  Matthew  Schifrin 
Short-sellers  are  so  devastated  th' 
some    are    turning    bullish — and 
that's  not  a  bearish  sign,  what  is? 

Taxing  Matters: 

Ont  Of  Touch  4 

By  Laura  Saunders 

Nearly  all  the  congressmen  most  r« 
sponsible  for  \NTiring  the  new  tax  coc 
don't  do  their  own  taxes. 

Bob  Brennan  Bounces  Back  4 

By  Gretchen  Morgenson 

Penny  stock  scamster  Robert  Brci 
nan  is  back  in  the  news,  bu>ing  a  hi 
stake  in  Bally  Manufacturing. 

Statistical  Spotlight: 
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"When  I  think  about  where  we 
were  five  years  ago,  where  we  are 
now  is  simply  remarkable." 
68 


"We'll  be  the 
largest  feedstuff, 
chicken  and 
prawn  producer  in 
the  worid." 
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That  flowery 
glass  paperweight 
you  found  in 
grandma's  attic 
just  could  be 
worth  thousands. 
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The  Funds:  Royce's  Torn?  133 

By  Mary  Beth  Graver 

Why  the  year  ahead  will  probably  be  a 
good  one  for  value -oriented  manag- 
ers like  Charles  Royce. 

The  Funds:  How  Well  Did 

Your  Annuity  Do?  134 

By  Eric  S.  Hardy 

High  fees  make  variable  annuities  sec- 
ond-rate performers. 
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SATISFACTION. 

Today,  customer  satisfaction  means  more  than 
productivity  and  reliability  It  means  cost- 
effectiveness.  That's  why  you  need  Sharp  Thinking. 

Sharp  Thinking  created  the  high-speed,  high- 
volume  SD-2075  Master  Series  Copier/Duplicator. 
An  advanced  technology  package  that's  winning 
industry  and  customer  raves  for  excellence. 

The  SD-2075  does  it  all  for  less,  giving  you 
the  most-wanted  features  as  standard.  It  produces 
high-quality  documents  at  75  copies  per  minute, 
and  masters  the  largest,  most  complex  jobs  — 
sorting,  finishing,  computer  fanfolds,  report  covers 
and  much  more.  That's  Sharp  Thinking. 

It's  behind  every  Sharp  copier.  So  if  you're  look- 
ing for  high  value  in  a  high-volume  copier, 
start  thinking  Sharp.  For  more  information  call: 


1-800-BE-SHARP 
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rom  the  moment  you  step  into  a  Hotel  Sojitel 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  chatunng.  More 
French.  It  could  be  the  over-stuffed  chairs. 
Maybe  it's  the  tmffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  arc  awo\ 
from  yours,  just  ask  your 
travel  agent  or  call 
1-800-SOFITEL. 
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Catallaxy,  complexity  and  Friedrich  A.  Hayek 

I  SPENT  June  29,  1979  in  the  German  universin-  town  of  Freiburg, 
interviewing  for  Forbes  one  of  this  centun,''s  greatest  thinkers: 
Friedrich  August  Hayek,  author  of  the  1944  classic  The  Road  to 
Serfdom  and  a  great  deal  else.  He  had  recent!}'  turned  80  and 
coughed  a  lot.  His  hearing  was  bad.  But  his  mind  was  keen  and  his 
spirits  high,  probabh'  because  he  knew  that  after  three  decades  in 
intellectual  ostracism  for  opposing  the  Keynesian  and  socialistic 
dogmas,  his  ideas  were  about  to  be  vindicated.  "If  the  politicians 
don't  destroy  the  world  in  the  ne.\t  20  years,"  said  Hayek,  "there's 
\er\'  good  hope,  because  among  the  young  you  now  find  a  much 
greater  sympathy  and  understanding  for  a  free  s>'stem  than  ever 
during  my  lifetime." 

Ten  years  later,  socialism 
collapsed  in  Eastern  Europe, 
and  continues  to  collapse  in 
those  pockets  where  it  still 
e.xists. 

In  1974  Hayek  won  the 
Nobel  Prize  in  Economics, 
but  he  contributed  to  many 
other  disciplines — legal  phi- 
losophy, linguistics,  psychol- 
og\', histor\',  biolog)-.  (The  es- 
sential Hayek  is  the  collection 
of  essays.  New  Studies  in  Phi- 
losophy, Politics,  Economics 
and  the  History  ofldeas^  Uni- 
versit)'  of  Chicago  Press.) 
Central  to  Hayek's  thought  is 
the  idea  that  the  world  is  an 
infinitely  complex  place,  and 
that  a  spontaneous  market  or- 
der system — he  called  it  a  crt- 
tallaxy,  ft-om  the  Greek  ne- 
ologism meaning  both  "exchange"  and  "to  turn  an  enemy  into  a 
friend  " — n\i11  necessarily  produce  a  higher  standard  of  living  and 
more  political  freedom  than  a  constructivist  system  in  which  politi- 
cians and  technocrats  tinker  with  the  market. 

"xVi\  basic  philosophy.-"  said  Havek.  "That  it  is  not  deliberate 
[human]  design  but  the  survival  of  the  successtul  groups  that  has 
produced  culture  and  civilization." 

Hayek  made  other  contributions  to  this  magazine.  Forbes  repub- 
lished, for  example,  his  brilliant  essay  "The  errors  of  constructivism" 
(Dec.  10,  19~9)\  among  other  things,  it  makes  uncomfortable 
reading  for  business  people  vv ho  say  they  believe  in  ft-cc  markets, 
except  vv  hen  free  markets  hurt  their  business. 

During  a  cab  ride  across  London  in  198v-?,  Hayek  said  he  couldn't 
understand  vv  hy  people  were  so  interested  in  the  centenarv'  that  year 
of  his  old  personal  friend  and  intellectual  Kk,  lohn  Maynard  Keynes. 
"You  know,"  said  Hayek,  "1983  is  also  the  centenary-  of  loseph 
Schumpeter.  Nobody  knows  Schumpeter  anymore,  but  he  was  a 
much  better  economist  than  Keynes  ever  vv  as."  Thus  was  conceived 
our  cover  storv-  on  .Schumpeter  (F\^rbfs,  May  23,  WS3). 

Havek,  but  not  his  intluence.  died  on  Mar.  23.  in  Frcibun?. 
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n^SPone  approach  to 
ng  your  financial  future 
gives  you  an  edge 


1 


The  Principal  Edge^ 

Serving  customers  by  the  dozen. 
That's  how  most  companies  today 
provide  financial  services. 

But  at  The  Principal  Financial  Group*  we 
take  a  fresh  approach.  Our  financial  prod- 
ucts are  designed  around  the  individual 
needs  of  each  customer,  one  by  one. 

From  flexible  insurance  that  changes  to  fit  the 
changes  in  your  life,  to  products  uniquely 
tailored  to  satisfy  your  specific  financial  goals. 
The  Principal^  provides  just  what  you  need,  when  you 
eed  it.  That's  The  Principal  Edge.  For  millions  of  customers. 
One  at  a  time.  The  Principal  Financial  Group,  Des  Moines, 
lA  50392-0150. 

the 

The  financial  company    '^^^^  Finanrial 
that  gives  you  an  edge.^    ^^    r/AW/c/^/ 


Products  and  services  available  through  Principal  Mutual  Life  Insurance  Company  CThe  Principal)  arwj  its  subsidiaries. 
Des  Moines.  lA  50392-01 50.  ^g  1992  Principal  Mutual  Ufe  Ins.  Co. 
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Mainframes. 

We  all  bought  them. 

Corporate  jewels. 

Engines  of  the  intellect. 

The  big  iron. 

Rows  of  blue  boxes 

in  glass  walled  palaces 

cold  as  meat  lockers. 

(No  wonder  we  got  goose  bumps.) 

But  now  we're  reconsidering. 

(Do  your  computers  have  a  job  description?) 

There  are  new  ways  to  do  old  jobs. 

And  new  jobs  we  never  dreamed  of. 

So  we're  rethinking  the  roles 

that  these  highly  paid  machines 

should  play  in  our  companies. 

(We  need  them  to  work  harder,  too.) 

Oh,  they're  smart  enough. 

And  they're  here  to  stay 

You  just  have  to  point  them  in  the  right  direction. 

Dun  &  Bradstreet  Software  can  retrain  all  your 
corhputers  (from  the  biggest  to  the  smallest)  to  do  their 
jobs  better  than  ever  before.  And  to  work  together 
hke  they've  never  done  before. (Listen.  Someone's  at  the  dcx^r.) 

DunSc  Biradstrcct  Software 
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A  $7  billion  boo-boo 

"Here  .\re  some  names  you  are  not 
likely  ever  to  see  in  the  Forbes  Four 
Hundred:  ...  BUI  Gates." 

That  jewel,  from  the  1983  edition 
of    the     Forbes     Four     Hundred, 


Bill  Gates 
Smarter  than 
we  thought. 


brought  to  our  attention  b>'  subscrib- 
er Rex  Rowand,  of  Springfield,  Ohio, 
went  on  to  blast  Gates,  then  27^  for 
spending  too  much  of  Microsoft's 
money  on  research  and  development. 
Gates'  33%  of  Microsoft  is  now  worth 
S7.2  billion,  making  him  the  richest 
man  in  America.-L\WRENCE  MiN.\RD 

Mrazek's  folly 

FlXT-TERAl  U.S.  Representative  Rob- 
ert Mrazek  (D-X.Y. )  has  been  identi- 
fied as  the  incumbent  who  overdrew 
his  House  bank  account  the  most 
times,  with  almost  1,000  overdrafts 
over  23  months. 

Guess  \\  ho  Mrazek,  who  has  parad- 
ed as  a  paragon  of  p>ersonal  fiscal 
rectitude,  imited  in  as  a  partner  on  a 
curious  Bahamian  real  estate  deal  in 
early   1988?  None  other  than  Jack 


Pieaes  Island,  near  Spanish  Wells 
Robert  Mrazek  can't  find  a  buyer. 


Russ,  the  House  sergeant  at  arms 
and  manager  of  the  House  bank  on 
which  the  checks  were  drawn.  Russ 
was  listed  as  an  initial  investor  in  H.MS 
Cxmipass  Rose  Co.,  which  Mrazek 
had  set  up  ti>  acquire  Picrrcs  Island,  in 
the  Bahamas.  Bui  Russ  dropped  out 
before  the  deal  was  completed  in 
carlv  1989. 


Nine  months  after  they  purch 
Pierres  Island,  Mrazek  and  the  re- 
maining investors,  including  Senator 
Al  Gore,  the  Committee  on  Standards 
of  Official  Conduct  Chairman  Mat- 
thew F.  McHugh,  and  six  other  Dem- 
ocratic congressmen,  inked  a  tenta- 
tive deal  to  sell  the  island  for 
5870,000 — twice  what  they  paid  for 
it.  But  that  deal  cratered  after  Forbes 
questioned  the  origins  of  the  transac- 
tion (Apr.  1,  1991). 

Mrazek  has  failed  to  find  another 
buyer,  and  his  group  has  quit  paNing 
the   mortgage   and   propert)'  taxedll 
Pending  foreclosure,  the  original  scU^" 
er  has  the  island  back  on  the  market. 
Asking    price:    S650,000.    Mrazek, 
who  has  staled  himself  a  clever  real 
estate  investor,  and  his  partners  ap 
pear  to  have  lost  their  entire  cash 
ouday  of  at  least  S200,000. 

Mrazek  denies  any  wrongdoing  on 
the  island  venture  and  in  the  House 
banking  scandal.  But  his  hopes  ot 
running  for  the  U.S.  Senate  against 
Alphonse  D'Amato  (R-N.Y.)  apf)eari 
dashed.  Russ,  meanwhile,  has  re- 
signed in  disgrace  and  is  recovering! 
from  a  gimshot  wound  to  his  cheek  hci 
says  was  inflicted  by  a  mugger.  The 
Washington,  D.C.  police  are  investi- 
gating the  shooting. 

-J-\MES  R.  NOILNL\N 

Poor  role  model 

'*How  MUCH  is  that  baby  in  the  win-i 
dowr"  (Forbes,  Oct.  14)  deplorcdi 
the  current  state  of  adoption  andi 
suggested  that  making  adoption 
more  like  a  for-profit  business  might 
improve  things.  Cited  as  a  succcssftil 
example  was  Southwest  Adoption 
Center,  Inc.  in  Scottsdale,  Ariz.,  a  for-i 
profit  operation  that,  together  with 
affiliates  in  Seattle  and  Boston,  was 
handling  alx^ut  1 50  adoptions  a  year 
UTiile  adoption  could  cerroinly  be 
improved  by  sensible  business  prac 
tices.  Southwest  has  proved  a  tcmbic 
mixiel.  In  Februarv  the  Massachu 
setts  Office  for  Children  issued  a  sane 
tion  pn^hibiting  the  agenc>  fivm  do 
ing  any  new  business.  Reas«.>nr  .\n 
audit  showed  that  the  c>peratit>n  was 
running  5^00,000  in  the  red,  and 
accountants  Peat  Marvsick  raisec 
"substantial  doubt"  that  the  agenq 
could  continue  to  operate.  The  agcn- 
Oi's  president,  lames  Medkvk,  re 
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If  you  cannot  drink  The  GlenliveV 
the  correct  way,  I  beg  you 


to  drink  some  other  Scotch. 


^y 


—Sandy  Milne, 
our  Rssident  Sage. 


A 


t  the  pinnacle  of  Scotches 
sit  the  single  malt  whiskies. 
Slightly  above  them  sits  The 
Glenlivet,  the  father  of  them  all. 

At  this  topmost  level  of 
Scotch,  there  is  a  ritual  to  the 
drinking  of  it. 

"Ice  massacres  the  smooth, 
mellow  taste,"  says  our  Sandy 
Milne  somewhat  testily.  "So,  no 
ice.  All  you  want  is  a  drop  or  two 
of  water  to  bring  out  the  'nose,' 
or  aroma.  Spring  water,  if  you've 
got  it.  Cool,  not  cold.  And  use  a 
fme  crystal  glass,  gently  warmed 
in  a  cupped  hand  to  release  the 
full  bouquet. 

"Save  the  ice  cubes  and  big 
splashes  of  water  for  other 
Scotch,"  advises  Sandy,  "where 
it  hardly  matters  a  hoot." 


Sandy  Milne  sampling  the  goods 


iGLENUVET 


What  is  a  single  malt  Scotch? 


* 


H 


A  single  malt  is  Scotch  the  way  it  was  originally:  one  single  whisky,  from  one  single 
distillery.  Not,  like  most  Scotch  today,  aolendofmany  whiskies,  the  Glenlivet 
single  malt  Scotch  whisky  should  therefore  he  compared  to  a  chateau-bottled  wine. 
Blended  Scotch  is  more  like  a  mixture  of  wines  Jrom  different  \ineyards. 


The  Glenlivet. 
The  Father  of  All  Scotch. 


©1990  Imported  by  The  Glenlivet  Distilling  Companv  NY   NY  12  Atar-oW  single  malt  Scotch  whisky  Ale  43%bvvol  (86Dfc>oO  The  Glenlivet  is  a  registefedtraoemark 


RAM  Mobile  Data 


What?  Find  a  c 
in  a  green  Buicl< 
leaves  in  15  mi 


S  National  Thanks  to  RAM  Mobile 
Car  Rental®  C>ata'  s  revolutionary  wire- 
less data  communications 
service,  missing  briefcases  and  the  cars 
they're  left  in  can  now  be  found 
instantly.  That's  why  National  Car  Rental 
uses  RAM's  mobile  data  service  to  track 
over  120,000  vehicles,  improve  vehicle 
maintenance  management,  provide  better 
customer  service,  and  cut  costs. 

Like  what  you  hear?  Then  let  us 
show  you  how  mobile  data  can  transform 
your  company.  With  a  laptop  or  portable 
computer  and  RAM's  wireless,  radio-based 
network,  your  field  personnel  can  place  or- 
ders, initiate  billing,  and  check  inventory 
whenever,  wherever  they  need  to.  The  RAM 
service  will  give  your  employees  the  ability 
to  send  and  receive  messages  instantaneously 
-  no  matter  where  they  are. 

These  are  just  several  of  the  reasons 
why  National  chose  RAM.  Give  us  a  call  at 
1-800-736-9666  and  find  out  why  RAM 
Mobile  Data  is  the  open  road  to  data." 

RAM  Mobile  Data,  One  Rockefeller 
Plaza,  Suite  1600,  New  York,  NY  10020. 
RAM  Mobile  Data  Is  a  Joint  venture  of 
BellSouth  Enterprises  ^j^i  K%Mmm 

and  RAM  Broadcasting      4^1  ^^^ 
Corporation.  ^giBS  q^j-a 
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ional  Car  Rental 


mer's  briefcase 
re  his  plane 


Public  broadcasting  can  get 
education  reform  off  the  ground. 


i 


^lieiher  youre  building  coalitions, 
planning  model  schools,  or  addressing 
public  awareness,  public  broadcasting 
gi\¥S  you  the  pov^^r  to  turn  \T)ur  plans 
into  realit). 

How?  For  starters,  it  s  the  worids 
lai^t  broadcasting  s\^tem.  Its  distribution 
channels  cova  %%  of  America's  households! 
ivach  OKire  than  29  millioa  student^  and 
haN^  the  potential  to  connea  \iith  oearty 
evvn  classroom.  Jioroe.  and  )»T>ri  pbce 
in  America- 
Public  broadcastii^  abo  ofio^  tested) 
paxhicis:  educational  profmnonng  and 
tools  badaed  b\  more  dun  50  \¥ais  of  positi\^ 
experience  in  the  dassroom.  It  s  teaching 
ph\^k^  in  Kentuckx .  get^iapln  in  South 
CaRibiia.  r^adii^  in  Califoftti.  »d)a|Miese 
in  Xebrtsla.  It  s  e\¥ii  tniniqg  teachers  in 
Ne^^bit  and  pro^^iding  tedncal  tni:iing  tc 
vwrbers  in  Detroit 

And  it's  doii^  so  utth  esotin^ 
nnQaTUi\i»  technolo^ .  such  as  iaaencti\¥ 
videodiscs  and  ndeocassenes:  OMiputer 
networis:  tuo-way.  satefite-masaiaed 
cbtsses;  suppkinciiial  teaching  {pdR  »d 
student  teaning  ■Mrriil:<  as  licM  is  oiief 
the-air  broadcBtlBg  and  cabkL 

INMic  bfoadcasti^'s  coahiMtiQn 
^4  eipefience 
tools— jnd  dHribuiRMi  dMMft^ — can 
he|p  9N  edMcnnn  icfonB  off^  dr  fjKMnd. 

lb  lam  how  pidblk  Nnair  if  lii^qp 
aid  \Qar  fdvaiioo  tdbrai  (fcts.  viite  10 
die 
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signed  as  head  of  the  Boston  affiliate. 

According  to  papers  filed  with  state 
regulators,  Medlock's  Massachusetts 
agency  paid  out  $1 .49  million  in  gen- 
eral and  administrative  fees  in  1990 
and  1991,  almost  5700,000  more 
than  it  made  in  adoption  fees.  More 
than  5800,000  of  those  fees  went  to 
affiliated  operations  controlled  by 
Medlock.  These  included  advertising 
services,  insurance  claim  processing 
and  secretarial  services. 

There  appear  to  have  been  similar 
arrangements  at  Medlock's  flagship 
operation  in  Phoenix,  where  some 
$1.2  million  of  $2  million  in  agency 
fees  were  paid  out  to  affiliated  opera- 
tions, regulatory  filings  show. 

There  were  signs  of  desperation  in 
February  when,  according  to  the  Ari- 
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zona  Republic,  Medlock  started  pass- 
ing over  couples  on  Southwest's  wait- 
ing list  in  favor  of  new  couples  who 
were  willing  to  pay  higher  fees.  In  one 
incident  a  couple  who  had  been  wait- 
ing over  two  years  and  had  paid 
$23,000  in  fees  was  passed  over  in 
favor  of  another  couple  who  had  paid 
at  least  57,000  more.  The  first  couple 
did  not  receive  their  money  back. 

Several  weeks  aft:er  that  incident,  all 
the  125  or  so  couples  on  Southwest's 
waiting  list — who  have  paid  a  total  of 
some  53  million — were  told  that  new 
couples  who  had  paid  higher  fees 
would  receive  children  first.  On  Mar. 
11,  the  Arizona  State  Attorney  Gen- 
eral's office  launched  an  investigation 
of  the  outfit.  Medlock,  says  his  lawyer, 
will  cooperate  with  the  probe. 

-Lisa  Gubernick  im 

Forbes  ■  April  13,1992 


Today,  Augusta  Has  70,000  Workers 
Who  Speak  Fluent  Technology^ 

If,  when  you  hear  the  name  Augusta,  you  think  of  the  Masters  golf  championship, 
think  again.  Think  technology.  Because,  Augusta  also  presents  you  with  legions  of 
high-tech  workers,  including  over  25,000  health  professionals  in  eleven  major  hospitals. 

And  you'll  find  an  additional  45,000  skilled  workers 
j^  HI^W^  '■     employed  in  other  leading-edge  technologies:  Nuclear 
power.  Bio-engineering.  Scientific  research  and  educa- 
tion. And  the  world's  most  advanced  communications 
Ointer  at  Fort  Gordon. 
Technically  ^jeaking,  Augusta  workers  speak  your  language. 
To  find  out  aU  the  bottom-line  reasons  to  locate  in  ^W£^W%^^M  A 

Georgia,  please  write  us.  a  call  404-656-9306.  ClEORlllA 

Ajgusta .  Another  way  to  strike  it  rich  in  Georgia.        •vj  m^  ^  Busiiess  Ibdw 

Georsja  Oepartmenl  o>  Industry.  Trade  &  Tourism.  Dcpl.  FBS.  P.O.  Box  1776.  AUanU.  GA  30301 .  ' 

Photo  G>uftesy.  G«orgid  Department  o<  Archives  and  History. 


X 


A  PRACTICAL  ALTERNATIVE  TO  LOWER  RATES 


Focus  On  Utilities 
For  High  Income 

In  today's  market,  low  interest  rates  and  di\idend  cuts  don't  mean  you 
have  to  settle  for  less.  Now,  Fidelity  Utilities  Income  Fund  can  help  you 
capitalize  on  one  of  the  highest-yielding  sectors  of  the  stock  market. 

Utilities  Income  Fund  invests  in  well-established  utility  companies  with 
proven  records  of  dependable  dividend  payments.  The  result  is  the  poten- 
tial for  above-average  income  and  lower  volatility  than  other  t\  pes  of  slock 
funds.  Of  course,  as  with  any  stock  fund,  \ou  may  have  a  gain  or  loss  when 
you  sell  shares.  Start  with  $2,500,  just  $500  for  lR.\s  and  Keoghs.  And, 
there's  no  sales  charge! 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fideiiiy 


invBSimenis  ® 


For  more  complete  informaiion.  including  nunagemeni  fees  and  expenses,  please  call  or  w  ni'  ' 
prospectus  Read  it  carefulK  before  vou  invesi  or  send  mono  Fidelity  Distributors  Girporain  ■ 
■ir    W,(K>(H.  Dallas.  TX  "SiWi-ow).^  CODE  FORB  Ult- 0- 
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The  Pritzkers'  "pinko" 

Democrats  and  Republicans  alike 
owe  one  to  J.B.  (for  Jay  Robert) 
Pritzker.  He  was  instrumental  as  a 
fundraiser  and  adviser  to  former 
Rhodes  scholar  Mel  Reynolds,  who 
defeated  Democratic  Representative 
Gus  Savage  in  Illinois'  recent  primary 
elections.  The  Wall  Street  Journal 
called  Savage  "Congress'  most  ob- 
noxious Member." 

J.B.  Pritzker,  just  27,  is  the  nephew 
of  brothers  Jay  and  Robert  Pritzker, 
the  Chicago  billionaires  who  run  Hy- 
att hotels  and  Marmon  Group.  (They 
also  raised  him  after  his  father,  Don- 
ald, died  in  1972.) 

Still  a  second-year  law  student  at 
Northwestern,  Pritzker  is  already  a 
political  veteran.  He  worked  as  an 
advance  man  for  Senator  Terr}'  San- 
ford's  (D-N.C.)  1986  campaign  and 
as  a  legislative  assistant  in  Washing- 
ton. A  man  to  watch  a  decade  hence, 
Pritzker  is  chairman  of  Democratic 
Leadership  for  the  21st  Centur\'. 

"My  uncles,"  says  J.B.,  "jokingly 

refer  to  me  as  the  pinko  in  the  family." 

-Gary  Slutsker 


Oodles  of  rubles 

Bank  note  printers  are  having  a 
field  day  since  the  collapse  of  commu- 
nism in  the  Eastern  bloc.  "Demand 
has  definitely  picked  up,"  says  Jean- 
Pierre  Savare,  who  runs  $100-mil- 
lion-plus  (sales)  Francois- Charles 
Oberthur  Group.  The  private  Paris - 


Fastballer  Nolan  Ryan 
Signing  bonus. 
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based  firm  has  lined  up  contracts  to 
print  shareholder  certificates  for  Ro- 
mania and  new  bank  notes  for  two 
former  Soviet  republics,  Moldova  and 
Azerbaijan.  New  York-based  United 
States  Banknote  Corp.  is  printing 
bank  notes  for  Lithuania  and  Estonia. 
And  Ottawa- based  Canadian  Bank 
Note  Co.,  Ltd.  has  scored  the  biggest 
order  to  date — 1.5  billion  notes  of 
new  Ukrainian  currency. 

The  $64,000  question,  of  course,  is 
whose  face  will  replace  the  omnipres- 
ent Lenin's  on  the  new  rubles  that  the 
Russian  Republic  is  said  to  be  plan- 
ning. So  far,  Moscow's  not  telling. 

-Paul  Klebnikov 

Mound  merchant 

Lasi  July  star  pitcher  Nolan  Ryan 
signed  a  one-year  contract,  reportedly 
worth  $4.2  million,  with  the  Texas 
Rangers  for  the  upcoming  baseball 
season.  Few  dispute  that  the  43-year- 
old  hurler  is  worth  it.  Ryan  has  314 
career  wins,  5,511  strikeouts  and  7 
no-hitters. 

But  the  surefire  Hall  of  Earner  kept 
busy  in  the  off  season  as  w  ell,  earning 
nearly  $2  million  more  by  exercising 
not  his  arm  but  his  wrist.  Working 
from  his  living  room  in  .Mvin,  Tex., 
R\an  signed  over  90,000  ba.scballs, 
photos  Awd  lithographs  for  $59  mil- 
lion (sales)  vScore  Bi>ard,  Inc.,  the 
pur\eyor  (^f  ready  made  sports  mem- 
orabilia. Indeed,  last  year  his  autt> 
graphs  accounted  for  about  7%  of 
Score  Board's  revenues 

Ryan,  whose  fastball  has  topped 


s 


lOOmph,  claims  at  peak  speed  to  be' 
able  to  sign  -tOO  balls  an  hour,  or  one-f-i' 
ever}'  nine  seconds.  At  S20  per  signa- 
ture on  average  for  Ryan  (and  548.50 
a  ball  at  retail),  it  sure  beats  mowing 
the  lawn.  -Fleming  xVIeek> 


Along  for  the  Telluride 

The  betting  is  that  Telluride  (to- 
day's population,  1,300)  is  taking 
over  as  Colorado's  "in"  ski  resort  for 
the  nouveaux  riches.  The  entertain- 
ment crowd  is  already  grabbing  prop- 
ert)'  around  the  tiny  village  high  in  the 
Rockies,  six  hours  by  car  southwest  of 
Denver  and  with  a  nearby  airstrip  for 
the  private  plane  crowd. 

Hollyw  ood's  preeminent  windbag, 
director  Oliver  Stone,  is  building  a 
15,000-square-foot  home  on  the 
1,000  acres  he's  bought  (for  52. o 
million)  since  1990.  Sylvester  Stal- 
lone heads  a  group  of  investors  who 
paid  S3. 6  million  tor  1 1  lots  in  Tellu- 
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Mam  Street  m  lenuriae 
Tiw  big  HNNMy  mows  in. 
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nde  Mountain  Village,  an  exclusive 
esidential  community  that  also  sports 
I  golf  course.  Sly  heads  a  second 
nvestor  group  that  has  an  option  to 
ouy  another  135-acre  patch  for  $5 
Tiillion.  Heavyweight  TV  talkster 
Oprah  Winfrey  spent  $3  million  for  an 
S5-acre  ranch  and  about  SI  .4  million 
more  for  a  home  in  Stallone's  tony 
eighborhood. 

Result:  Land  prices  are  climbing  as 

ligh  as  the  slopes.  In  town,  2,500- 

>quare-foot  lots  that  sold  for  $25,000 

CO  $40,000  in  the  earlv  1980s  now  sell 

for  $150,000  to  $185,000.  Real  es- 

ate   sales   in   San   Miguel   County, 

here  Telluride  is  situated,  have  dou- 

led  to  $110  million  over  the  last 

three  years. 

I  Local  boosters  say  strict  zoning  will 
block  Aspen-style  overbuilding.  But 
^penite  Charles  Israel  knows  a  good 
thing  when  he  sees  it.  Israel,  president 
pf  A^pen-based  Pitkin  County  Bank 
(Forbes,  Oct.  21,  1991),  hopes  to 
open  a  branch  in  Telluride,  primarily 
to  make  real  estate  loans.  "It's  like 
there  is  oil  under  every  plot,"  he  says. 
And  no  dry  holes. 

-TODDI  GUTNER 

Stoolies  wanted 

The  various  statutes  of  limitations 
are  ticking  down  on  filing  new  law- 
suits against  anyone  accused  of  im- 
proper conduct  involving  banks  and 
savings  and  loans  during  the  1980s. 
So  in  March  the  Justice  Depart- 
ment's Commercial  Litigation 
Branch  ran  ads  in  the  business  sec- 
tion of  daily  newspapers  in  half  a 
dozen  cities — among  them,  Boston, 
Dallas,  Houston,  Chicago  and  Los 
.\ngeles — soliciting  tips  about  any 
fraud  that  helped  to  sink  a  federally 
insured  financial  institution. 

Under  a  new  statute,  tipsters  who 
sing  can  get  rich.  Provided  the  feds 
rely  on  tipsters'  information,  finks  can 
claim  part  of  the  government's  take — 
civil  penalties  can  run  up  to  $1  million 
or  more. 

Send  your  tips  to  P.O.  Box  261, 
Ben  Franklin  Station,  Washington, 
D.C.  20044.  To  quality  for  a  bounty, 
says  the  advertisement,  you  must  pro- 
vide "at  least  one  new  fact,  previously 
unknown  to  the  government."  That 
shouldn't  be  hard. 

-William  P.  Barrett  ^ 

Forbes  BAprill  3, 1992 


He  offered  me  his  red  leather  chair 

and  said  ''Congratulations,  Mr  Chairman. 

]Ne  were  in  the  boardroom. 


Or  was  it  The  St.  Regis? 


AN  ITT  SHERATON  LUXURY  HOTEL 


FIFTH  AVENUE  AT  55TH  STREET  NEW  YORK    NY  10022-TEL  212.755.4500.  TEIEX  148568,  FAX  212  541  4756 
FOR  RESERVATIONS  CALL  TOLL  FREE  800-759-7500  OR  YOUR  TRAVEL  SPECIALIST 


Available 

for  your 

IRA! 


Instead  of  just  looking 

for  investment  opportunities 

here  at  home,  Dreyfus  Worldwide 

Dollar  invests  in  high  yielding  money 

market  instruments  around  the  world. 

These  securities  are  issued  in  U.S.  dollars, 

so  they're  not  subject  to  currency  fluctuations. 

What's  more,  Dreyfus  Worldwide  Dollar 
has  been  one  of  the  highest  yielding  money 
market  funds  available  to  investors.* 

•  $2,500  minimum  •  Free  checkwriting 
•  Minimum  initial  IRA  investment  $750. 

For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll-free.  Read  it  carefully  before  vou  invest  or  send  money. 

1-800-782-6620 

Ask  for  Extension  4556 

'reyfuS  Worldwide  Dollar 

P.O.  Box  3498.  Camden,  Nj  08101    Money  Market  Fund,  Inc  dw  m« 

•Source:  IBC/Donoghue's  Money  Fund  Report  for  the  7-day  period  ended  3/10/92  during  which 
certain  expenses  were  absorbed.  Had  expenses  not  been  absorbed,  Fund's  yield  would  have  been 
lower.  There  can  be  no  guarantee  that  the  Fund  will  be  able  to  maintain  a  stable  net  asset  value  of 
$1  per  share  nor  is  the  value  of  the  Fund's  shares  insured  or  guaranteed  by  the  U.S.  Government. 

Fund  investments  outside  the  U.S.  involve  additional  and  ditTcrcnt  investment  considerations.  Yield 
fluctuates.  Past  performance  is  no  guarantee  of  future  results. 
Dreyfus  Service  Corporation,  Distributor. 
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Someone  to  Stand  By\txj. 

Alzheimer's  disease 
currently  affects 
more  than  4  million 
Americans. 

For  information  about 
Alzheimer's  disease, 
how  to  care  for  some- 
one with  the  disease, 
or  referral  to  support 
services  in  your  area, 
call  the  Alzheimer's 
Association. 


1-800-272-3900 

TDD  312/335-8882 


1-800-888-9896 
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SERVICE 

To  Change  Your  Address  Or 

Order  A  New  Subscription 

(Allow  4-6  weeks  tor  Address  C^hange. 

Please  quote  subscriber  number  on  address  label 

of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 
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NEW  SUBSCRIPTION 


D  1  Year  (27  issues)  $52 
D  3  Years  (81  issues)  $104 
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Backlash  backlash  backlash 

Sir:  Gretchen  Morgenson  called 
Backlash  a  "clip-and-paste  job"  ("A 
whiner's  bible,"  Mar.  16).  Thank 
goodness  someone  did  it  for  us.  I  am 
too  busy  working  twice  as  hard  as  any 
one  man  to  make  one  salary  to  have 
time  to  excavate  for  all  the  informa- 
tion Faludi  gathered.  Now,  at  least  I'll 
have  it  in  one  place. 
-Sheila  Loftus 
Washington,  D.C. 

Sir:  Bravo  to  Gretchen  Morgenson, 
who  will  probably  be  condemned  for 
not  being  politically  correct  and  fault- 
ed for  not  perpetuating  the  myth  of 
women  as  the  eternal  loser  class,  vic- 
tims of  a  male,  media  cosmetic  cabal. 
-Georgette  Mosbacher 
Chief  Executive  Officer  and  President 
Georgette  Mosbacher  Enterprises 
New  York,  N.T. 

Sir:  A  direct  insult  to  women  of  all 
socioeconomic  groups.  Gretchen 
Morgenson  needs  to  step  out  of  the 
Ivory  Tower  and  smell  the  cow  patties 
occasionally! 
-M.M.  Finch 
Kansas  City,  Mo. 

Sir:  Kudos  to  Gretchen  Morgenson 
for  her  willingness  to  venture  that  the 
empress  has  no  clothes.  Faludi  and 
her  ilk  are  ridiculously  out  of  touch 
with  American  women,  aided,  of 
course,  by  "media  tower"  isolation. 
-Mary  Beth  Henderson 
Pittsburgh,  Pa. 

Sir:  Consider  the  number  of  refer- 
ences to  male  executives  versus  female 
executives  in  any  issue  of  Forbes;  your 
reporting  is  an  accurate  reflection  of 
the  business  world.  Faludi  is  speaking 
to  issues  that  trouble  many  women. 
-Wii.MA  J.  Knox 
Bilo.xi,  Miss. 

Sir:  Political  correctness  indeed!  Su- 
san 'Faludi's  thesis  in  Backlash  is  ex- 
tremely persuasive,  especially  wlicn 
she  is  skewering  Forbes. 
-Patric:k  0'H.\yer 
I.ihcrtyvillc,  III. 

Sir:  I  lia\c  editorial  responsibility'  and 
oversaw  tiic  publishing  ot  Backlash  by 
Susan  Faludi. 

One  uDnders  whv  a  book  that  has 
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won  two  prestigious  awards  and  has 
been  praised  in  pubhcations  of  vary- 
ing stripes  across  the  countr)-  should 
generate  such  heat  and  hatred.  ' 

-Betty  A.  Prashker  ' 

Executive  Vice  President 
Editor-in-Chief 
Crown  Publishing  Group 
New  York,  N.Y. 
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The  route  to  Asia 

Sir:  Re  VVhat's  Ahead  for  Business' 
(Feb.  3).  The  renaissance  of  U.S.  cor-fl 
porate  interest  in  sourcing  Mexict 
^\^ll  help  to  keep  some  of  our  indus 
tries  globally  competitive.  But  \vc 
would  be  better  ser\ed  with  more. 
U.S.  corporate  presence  in  Asia's  dy 
namic  markets  as  we  enter  an  era  ol' 
global  hypercompetition. 
-Bruce  F.  Beebe 
Glastonbuty,  Conn.  1* 
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Easier  said  than  done 

Sir:  Ms.  Roddick  condemns  making 
money  ("Changing  the  world,"  Mar 
2)  while  her  [Body  Shop]  cosmeticj-. 
carr\'  a  profit  margin  up  to  15%  higher^  ^ 
than      mainstream      brands.      \Mi\' 
doesn't  she  sacnfice  her  profit  to  the 
"social  change  and  action"  she  claim? 
come  first? 

-Scon  M.  HoLi  fr.\n 
Glcndali\  Calif. 


Next  best  to  being  there 

Sir:  The  article  states  that  ihc  n 
phone  will  discourage  telephone  us 
age  ("Picture  phones — Boo!"  ¥ac. 
and  C  AWimcnt,  Feb.  I  ~).  That  is  not  al 
bad.  Business  persons  can  have  "face 
to  face"  discussions.  Parents  can  cal 

Foi^s».\pnl  13,199: 
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Jieir  children  who  live  across  the 
rountrv.  WTien  I  was  in  the  militan.- 
md  stationed  overseas,  I  would  have 
)aid  dearly  for  the  opportunit)-  to 
'see"  my  xsife. 
-G.R.  Merrifield 
5/m/  Valley,  Calif. 

>oii't  meddle 

>  r:  Re  Faces  Behind  the  Figures 
^Mar.  2).  WTiile  current  low  prices 
-nay  be  difficult  for  [natural  gas]  pro- 
ducers, the  resulting  expanded  use  of 
this  abundant,  relatively  clean,  do- 
mestic fuel  uill  result  in  greater  de- 
mand and  broader  markets.  Govem- 
rnent  regulators  should  not  interfere 
In  this  process, 
h Vincent  J.  Stout 
Orland  Park,  III. 

Union  ties 

Sir:  Bethlehem  created  its  owti  ivor\ 
towers  and  let  the  structural  mills 
decay  ("Faded  glor>-,"  Mar.  16).  The 
union  should  have  been  allowed  to  be 
part  of  its  board  of  directors. 
-To.M  Sedor 
Local 2600  U.S.W. 
Bethlehem,  Pa. 
« 

Please  wait 

Sir:  Re  "Counterfeit  consumer  pro- 
tection" (Fact  and  Comment,  Mar. 
16).  Until  there  is  some  real  competi- 
rion,  don't  leave  millions  of  consum- 
ers to  the  mercy-  of  their  greedy  and 
monopolistic  cable  teleWsion  systems. 
-Louis  A.  V.\n  T^xe 
Pacific  Grove,  Calif. 

Dow  Chemical  it's  not 

Sir:   You   make   reference   to   Dow 
Chemical  in  the  index,  yet  the  article 
was  about  Dow  Coming    (Readers 
Say,  Mar.  16).  The  Dow  Chemical 
Co.  is  a  shareholder  in  Dow  Coming 
but  is  not  involved  in  the  operations 
or  management  of  Dow  Coming. 
-T.K.  Smith 
Vice  President 
Corporate  Public  Affairs 
Dow  Chemical  Co. 
Midland,  Mich. 

For  readers'  responses  to  the  Michael 
Milken  interview,  see  page  66. 
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NEW  AND  NO  LOAD  FROM  FIDELITY 


How  to 
Take  Advantage  of 

High  Global  Yields 

Fidelit)  Short-Term  World  Income  Fund 


High  Yields  From  Around  The  World 

Fidelit\  Short- 


Term  ^'orld  Income 
Fund  offers  investors 
an  opportunity  to 
enjoy  the  signifi- 
cantiy  higher  yields 
currently  axuilable 
from  many  short- 
term  international 
securities.  That's 
goodnew-sifyoure 
investing  for  income. 


See  How  Global  Yields  Compare 


Managed  For 


TodiJ).  short-term  rates  in  r ^  :^}i  countr.,   ,.  .    _  c 

that]  iti  the  L.S.  This  chart  compares  three-month Eurodeposit 
CD  rates  as  of 2119  92.  Rates  are  not  intended  to  reflect  the  yield 
HiCfIi  StJlhilitV    or irti^mentsofthe Fund. source: Reuters. 

The  Fund  pursues  a  high  level  of  price  stability  by  investing  primarih- 
in  short-term  securities  and  using  hedging  techniques  to  help  reduce  the 
impact  of  changing  currenq  rates.  Of  course,  the  Funds  share  price,  yield 
and  return  will  N-an;  and  \ou  may  have  a  gain  or  loss  when  \ou  sell  shares. 

Fidelity  Makes  It  Easy  To  Invest 

You  can  even  use  the  proceeds  from  your  mamring  CD  to  open  an 
account. '  .\nd,  it's  eas\  to  open  an  IR.\  or  transfer  an  existing  one.  Just  call 
us  and  we'll  assist  you.  Minimum  investment  S2,500.  (Minimum  retirement 
investment  S500) 

Visit  Your  Local  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


FMelity 


0 


Inwesimenis  • 


CODE:  FORB^Vl/041392 


For  mortf  complete  information,  iiii  liiiliii).  m  in  i|i.i  nii  ill  fi  i     mil  i  iji  t)  1. 1  ■!!  mill)  fiii  ■  fi  1 1 
prospectus.  Read  itcarcfulh  t>efore>ou  in«eMorsend  nH>ne>.  'lnllBemiiyCDs.d)etaldt5nolFDiC- 
insured  Fidelii\  Dtstntyiiors  Corporaiiun.  82  DeviMi^hire  Street.  Bosttxi.  M.A  02KW 
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^ars  fix)m  now  the  wisdom  of  buying  a  Hartmani 

will  be  even  more  apparent. 


You'll  see  it  in  the  way  our  classic  belting 
leather  becomes  more  beautiful  with 
each  passing  day.  You'll  become  further 
convinced  as  your  appreciation  for  its  '^lildcrafted  si 
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craftsmanship  and  design  continues  t( 
®  grow.  But  the  place  it  becomes  the  mos. 
^  apparent  is  in  the  pride  that  comes  with 
-  owning  Hartmann.  .,00,.^- 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


5y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


DON'T  LET  UP 


President  Bush'S  tax  veto  message  bril- 
iantly  begins  his  reelection  campaign. 
^Visely,  he  will  run  against  a  do-nothing 
C'ongress,  as  Harr\'  Truman  did  so  success- 
^Uy  in  1948.  Our  national  legislature's 
-eputation  is  even  lower  than  Wall  Street's. 
The  President  has  the  right  themes: 
r.ongress,  lower  taxes,  choice  for  educa- 
:ion,  overhaul  of  our  increasingly  lunatic 
egal  system,  health  care  reform  and  the 
ihe-item  veto. 


Going  the  distance. 


The  key  now  for  the  President  is  follow- 
through.  He  must  continue  to  hammer 
Congress  and  to  actively  push  for  his  re- 
forms. The  public  has  had  the  impression 
that  he  is  not  willing  to  go  to  the  mat  for 
his  programs,  that  he  lacks  the  requisite 
fire  in  the  belly  to  effectively  fight  his 
congressional  foes. 

If  he  continues  in  the  spirit  of  his  veto 
speech.  Bush  will  clobber  Clinton  as  deci- 
sively as  he  downed  Dukakis  in  1988. 


SEDUCTIVE  PROMISE,  UNFULFILLING  RESULT 


Sill  Clinton's  plan  to  help  the  middle  class  is  the  tax 
:quivalent  of  a  one-night  stand. 

The  Arkansas  governor  as  well  as  Democrats  in  Congress 
ife  promising  those  with  a  "middle- 
:lass"  income  what  is,  in  effect,  a 
.early  tax  rebate  of  a  few  hundred 
ioUars,  the  amount  depending  on 
low  many  children  they  have.  Such  a 
^ive-back  would  provide  no  lasting 
.timulus  to  the  economy.  It  does  not 
:reate  incentives  to  start  new  busi- 
lesses  or  to  invest  in  existing  ones. 
>^or  does  it  reduce  the  cost  of  doing 
3usiness  or  ease  the  burden  of  regula- 
ion.  It  simply  transfers  cash  from  one 
^roup  of  taxpayers  to  another  ( rates  will  go  up  for  the 
'rich").  Bush  righdy  rejected  the  Democratic  tax  bill 


But  will  he  listen  in  the  morning? 


1970s.  It  was  a  flop.  Jimmy  Carter  trotted  the  idea  out 
when  he  went  to  the  White  House.  Following  Ford's  mis- 
hap, it  was  greeted  with  derision  and  quickly  withdrawn. 

If  Clinton  wants  to  stay  faithful  to 
his  vow  to  help  nonrich  Americans,  he 
should  endorse  some  variant  of  Sena- 
tor Moynihan's  proposal  to  slash  So- 
cial Security  taxes.  Such  a  cut  would 
not  only  immediately  give  people  extra 
dollars  to  spend  but  would  also  stimu- 
late new  jobs.  Payroll  taxes  are  notori- 
ous job  killers  because  they  sharply 
increase  labor  costs  for  businesses. 
Moreover,  this  le\y  is  a  greater  burden 
on  most  than  is  the  income  tax. 
Of  course,  the  best  idea  on  the  table  is  Jern,'  Brown's 
flat  tax,  which,  if  enacted,  would  trigger  a  boom  that 


This  type  of  refund  was  tried  by  Gerry  Ford  in  the  mid-     would  leave  Japan  and  Europe  gasping  to  catch  up. 

OH  NO!  HERE  THEY  GO  AGAIN 


Because  of  the  greenback's  strength,  Treasury  De- 
3artment  bureaucrats  are  once  again  making  noises  about 
mother  dollar  devaluation  against  the  yen  to  help  right 
3ur  trade  imbalance  with  Japan.  The  idea  is  pernicious. 
Cheapening  our  money  harms  us  more  than  it  helps  us. 

Substantive  devaluations  trigger  inflation,  which 
3oosts  interest  rates,  thereby  damaging  bonds  and  stocks. 
By  making  capital  more  expensive,  devaluations  make  us 
less  competitive.  Interest  rates  were  low  in  1986  when  the 
dollar  underwent  a  major  fall.  The  prime  rate  rose  frOm 
71/2%  to  a  peak  of  1  P/2%  by  1989. 

A  trade  deficit  in  and  of  itself  is  a  meaningless  number.  It 


is  not  the  equivalent  of  a  company's  losing  money  nor  an 
indication  of  illness.  We  routinely  ran  such  shortfalls  for 
our  first  100  years,  a  time  when  we  went  from  being  back- 
ward to  being  the  world's  mightiest  industrial  nation. 
Conversely,  we  had  a  surplus  during  the  Great  Depression. 

Nor  do  devaluations  necessarily  cure  trade  shortfalls. 
The  dollar  fell  sharply  against  the  Japanese  yen  in  the 
mid-1980s,  and  yet  the  deficit  with  Japan  stayed  at 
"crisis"  levels.  It  is  moving  down  now  because  Japan  is 
importing  more  from  e\er\'body,  including  us. 

Leave  the  dollar  alone.  We'll  be  considerably  better  ofl" 
if  we  don't  undermine  the  greenback's  integrit>'. 
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WHEN  WILL  WASHINGTON  RESPOND? 


Richard  Nixon'S  recent  memo  criticizing  the  U.S.' 
"penny  ante"  approach  toward  troubled  Russia  may  well 
be  the  catalyst  for  a  grander,  more  effective  policy.  If  so,  it 
will  rank  with  both  George  Marshall's  1947  Harvard 
commencement  speech  outlining  the  economic  plan  that 
revived  war- battered  Western  Europe  and  with  George 
Kennan's  famous  Foreign  Affairs  magazine  article  that 
pushed  the  U.S.  to  actively  oppose  Soviet  expansionism 
afterWorldWarll. 

Given  the  stakes  in- 
volved, it  is  incompre- 
hensible that  we 
aren't  doing  more  to 
help  Moscow  make 
the  difficult  transition 
to  a  free -market  de- 
mocracy. A  democrat- 
ic Russia  would  be 
the  best  foundation 
for  lasting  peace. 

Only  twice  before  in  this  century  (after  World  War  I 
and  after  World  War  II)  has  the  world  situation  been  so 
fluid,  so  amenable  to  constructive  initiatives,  so  vulnera- 
ble to  foreign  policy  blunders.  Will  America's  response 
be  in  the  spirit  of  the  petty  approach  of  the  1920s  or 
that  of  the  muscular,  imaginative,  forceflil,  innovative 
response  of  the  late  1940s? 

Clearly,  the  first  task  is  reviving  Russia's  ruble.  You 
can't  have  a  real  economy  without  real  money.  Other- 


Richard  Nixon,  George  Kennan,  George  Marshall:  Nixon's  words  may  have 
as  dramatic  an  impact  on  our  foreign  policy  as  those  of  Kennan  and  Marshall. 


wise,  you  get  barter  and  hoarding,  which  is  Russia's 
situation  now.  Food  shortages  would  quickly  end  if 
farmers  got  genuine  money  for  their  goods. 

There  are  sensible  ways  to  resurrect  the  ruble, 
including  an  imaginative  one  from  the  economic  con- 
sulting firm  Polyconomics.  Moscow  would  issue  bonds 
with  a  redemption  rate  of,  say,  2  rubles  to  the  dollar. 
(The  ratio  is  now  over  100  to  1.)  The  bonds  would  be 

backed  by  Russia's 
immense  assets,  such 
as  some  of  its  oilfields 
or  gold. 

Follow-on  measures 
should  include  a  free- 
trade    agreement   and 
considerable  technical 
and    knowhow    assis- 
tance      in       drafting 
commercial  laws,  set- 
ting up  a  banking  s)'s- 
tem,  etc.  The  amount  of  money  involved  would  not  be 
great.    What   is   lacking    is    a   sense    of  urgency   and 
direction. 

Should  Buchanan  or  others  criticize  a  xigorous  U.S. 
approach,  Mr.  Bush  could  riposte,  "A  President  must 
look  beyond  next  Tuesday's  primaries.  Because  of  short- 
sighted isolationism,  my  generation  had  to  fight  a  world 
war.  I  don't  want  that  to  happen  to  fiiture  generations." 
Most  Americans  would  respond  positively. 


JAGUAR  AFICIONADOS 


were  jolted  when  the  company  was 
bought  by  Ford,  fearing  that  the  De- 
troit behemoth  would  bureaucrati- 
cally  stifle  the  stylishness  of  their  fa- 
vorite vehicles. 

The  opposite  is  happening.  Ford 
has  not  only  kept  Jag  cruising  during 
this  recession  but  it  has  enabled  it  to 
rapidly  modernize  outmoded  pro- 
duction facilities,  which  had  given  its 


1992  XJS  Convertible 


older  models  a  number  of  defects. 
Since  the  buyout,  productiWtx'  has 
shot  up  and  defects  have  been  impres- 
sively curbed.  Moreover,  the  compa- 
ny is  mo\ing  ahead  with  its  ambitious 
new  products  plan.  This  ongoing 
turnaround  bodes  well  not  only  for 
Jaguar  but  for  Ford.  Ford  stock,  while 
up  over  60%  from  its  low,  still  has 
plent>'  of  room  for  growth. 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  One  Hudson  Cafe— 1  Hudson  St.  (Tel:  608- 
5835).  Improving.  Service  a  bit  slow,  but  food  almost 
worth  the  wait.  High  ceiling,  great  ficus  trees  and  a  huge 
tapestry  make  for  an  agreeable  setting. 

•  Demarchelier— 50  E.  86th  St.  (Tel:  249-6300). 
Not  a  good  sign  when  you  order  a  wild  mushroom 
omelette  and  the  waiter  returns  15  minutes,  later  to  say 
that  they're  out  of  eggs.  Which  may  be  a  blessing.  The 
onion  soup,  water)';  the  red  snapper,  dry,  flavorless; 
vegetables,  greasy. 

•  Park  Bistro— 414  Park  Ave.  South  (Tel:  689- 
1360).  CAiisinc  is  exotic;  the  setting,  pure  bistro.  South  of 
France  cooking  comes  to  Park  Avenue  South.  The  foods 
of  the  Provcnval  region  are  ver>'  distinct  from  standard 
"French  cooking."  The  flavt)rs  here  arc  salt>'  and  strong 
with  the  taste  of  olive.  Tuna  tartarc  loaded  with  lemon 


and  small  vegetable  bits  marinated  in  \inegar;  beef  stew- 
flavored  with  orange  peel  and  the  ubiquitous  olive,  yet 
the  bourguignon  flavor  is  ver\'  dense  and  carries  the  dish. 
Bice— 7  E.  54th  St.  (Tel:  688-1999).  Oh-so-trcndy 
Italian  institution  appears  to  be  new  tavoritc  for  the 
midtown  lunchtime  crowd.  Senice  more  flip  than  casual 
and  distinctly  hurried.  Food  not  memorably  impressive. 

•  Oyster  Bar— Grand  CxMitral  Station  (Tel:  490- 
6650).  Still  one  of  New  York's  great,  special  restaurants, 
though  the  Oysters  Rockefeller  could  use  a  little  less 
spinach.  Don't  forget  to  tr\  the  warm  soda  biscuits — 
tliemselves  almost  worth  the  trip. 

•  U  Nonno— 202  West  14th  St.  (Tel:  255-5164). 
Quiet  Italian  eaterx .  Pastas  lx*autiftilly  presented.  Recom- 
mend the  fuzi,  a  homemade  bowtie  pasta,  in  quail  sauce 
which  was  smooth  and  tang)-.  Excellent  fish.  ^ 
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Livel6ur  Life  To  Music. 

Step  Up  lb  The  Bose  Lifestyle  Music  System  Now! 
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The  Bose  Lifest>-ie'  music 

-ystem  includes  Direct/ Reflecting' 

cube  speaker  arr      '        le' nuBic  cenra  »itn  duiic-m 

CD  player  and-  ereo  radio;  remote  control  that 

wotks  around  comers  and  thnx^  w-aQs.  Also  comes  with 

hideaway  Acoustmoass*  bass  module  (not  shown). 

Adv^anced  technolog>^  diat  \\ill 
change  die  way  you  enjoy  music* 

New  Bose  patented  technologN;  including  Acous- 
timass  speaker  technolog\'  and  automatic  d\Tiamic 
equali:2tion,  has  enabled  us  to  reduce  the  si:^  and 
complexity-  of  the  stereo  sv^em  while  actually 
improving  perfomnance. 

The  award-winning  Lifestyle*  music 
sy^em  replaces  an  entire  rack  of 
conventional  equipment  and  speakers. 
And  its  ease-of-use  and  \'eRatilit\'  will 

enable  you  to  live  your  life  to  music  in  ways  you 

never  thougJ\t  possible. 

Enjoy  sound  quality-  second  only  to  that  of  a  li\'e 
perfomnance;  audition  the  Lifestyle'  music  sy^em. 

"Nb  v\Me.  speaicers,  "m  %mik  ofcomponems, 
nothir^  that  looks  like  sound  equipment. . .  .Hit  t/i£ 
stmx  button  and  suddenly  the  room  fills  uith  music  of 
exempian  clarity  and  fulh^ess ." 

-  Hans  Fantel,  The  Neu'  YoHc  Times.  1990* 


Enjoy  music  even  more  wdi 
FREE  speakers  from  Bose. 

For  a  limited  time,  wbien  you  step  up  to  a  Litestyle* 
music  SN-stem,  Base  will  send  you  a  pair 

of  LifestN'le' powered  ^^ — 

speakers  (a  $3(X)  x'alue) 

tree.  Put  them  in  a  second     _ 

room  and  it  s  like  ha\Tng  another  stereo  sy^em, 

with  no  additional  electronics  needed. 

We  inxite  you  to  \Tsit  yxxir  Bose  dealer  and  com- 
pare the  benetiG  of  the  Lifestyle'  music  sv'stem  to 
much  larger,  nK)ie  expensive  stereo  sy^ems. 

And  if  you  already  own  a  Lifestyle*  music  ss'stem, 
we  have  a  special  offer  tor  you  as  well. 

This  e\ent  ends  \iay  3 1 ,  1992.  Rvr  intlxmation, 
and  names  of  Bose  dealers  near  vou,  all  toll-tree: 

l-800-444-BOSEExt.l05 


USA,Mo«fay-FnAi 
Canada,  Monday  -Frvi. . 
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Better  sound  through  research. 
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Make  it  smaller.  Make  it  lighter.  Make 
it  lighter.  Make  it  smaller. 

These  must  be  the  mandates  em- 
blazoned upon  every  R&D  document 
handed  to  the  engineers  of  today's 
crop  of  notebook  computers. 

Admirable  goals  to  be  sure.  Goals 
that  the  engineers  at  Compaq,  how- 
ever, believe  fall 
well  short  of  making 
the  most  of  portable 
computing. 

Which  explains 
why  the  latest  386SL 
notebook  technology 
from  the  labs  in 
Houston  —  the  new 
COMPAQ  LIE  Lite/25 
and  LTE  Lite/20  PCs  -  are  not  only 
the  lightest  (a  scant  6  lbs.)  and  the 
smallest  (only  8.5"xirx  1.75" 
notebook  PCs  that  we've 
ever  built.  They're 
also  the  smartest. 

The  COMPAQ  Hibernation 
feature  saves  all  open  files 
to  tl\e  hard  drive  and 
turns  the  unit  off  either 
upon  request  or  as  an 
automatic  feature.  Power 
up  the  COMPAQ  HE 
Lite  later  and  you're 
back  exactly  where 
you  left  off. 


A  microprocessor 
inside  the  battery  itself 
monitors  current  usage 
levels  and  continually 
calculates  the  available 
power  remaining. 

It  can  even  instruct 
the  notebook  to  save  all 
open  files  to  the  hard 
drive  should  the  battery 
power  run  too  low.      ^  , 

And  the  energy-    ^j 
saving  features  in 


Internal  Modem  is!  ^; 
compatible  with  thi  a 
broad  base  of  todai 
communications 
protocols. 

Just  slip  the  C0h4PAQ  HE 
into  the  COMR\Q  Desktop  Ex 
sion  Base  and  you  re  insianti 
nee  ted.  Expansion  slots,  exte 
ports,  and  mass  storage  bays 
you  immediate  access  to  moi  ■ 
networks,  hard  drives,  tape  c 
CD-ROM  and  more.  And  all  i 
_        built-in  security  featw ' 


'"^^vvar 


sure  a  i.  ■ 


nou 


Accurate  to  within 
minutes,  the  COMPAQ 
Power  Smart  Pack 
battery  gauge  clearly 
displays  remaining 
battery  life  at  the 
touch  of  a  button. 


our  newest  notebooks  go  far  beyond 
the  presence  of  an  Intel  386SL  chip. 
To  make  the  most  of  the  smarter 
battery,  the  new  COMPAQ  LTE  Lite 
also  comes  with  user-adjustable 
power-drain  settings,  and  three  dif- 


THE  BRAINS 
BEHIND  THE  OPERATION. 

When  it  came  time  to  design  a 
new  notebook,  we  started  (logically 
enough)  with  the  battery 

The  new  COMPAQ  Power  Smart 
Pack  battery  in  our  new  notebooks 
delivers  up  to  4.5  hours  of  computing, 
a  full  hour  longer  than  most. 

'COMf^QUtUlrilSonly  C 1992 Compaq Compulir Corpontntn  Ml nfhis nnmrd  COMMQ.  Ot KifslmH VS  HUMmtintimmi  Officr  H*ili0ttmtif»mmSmmm*t 
trade  namrs  sAoicn  ane  ihoit  ollftr  ittpfdnt  companm  Ttte  l-vrl  Inside  Logo  a  a  bodtnwi  ol^Hl  CkufanMo*. 


ferent  sleep  modes  —  System  Idle. 
System  Standby,  and  Hibernation. 

A  MOST  MODERN  MODEM. 

Our  optional  9600 -bps  modem  for 
the  COMPAQ  LTE  Lite  PCs  would  make 
even  Alexander  Graham  B.  proud. 

The  COMPAQ  Enhanced  9600-bps 


In  modem  talk,  that  means  t 
V32  9600-bps  data  transmission 
V42bis  compression  for  up  to  3' 
kbps  throughput,  as  well  as  full 
port  for  Hayes  AutoS\Tic. 
This  little  marvel  negotiates  - 
fastest  transmission  throu^ 
put  that  the  other  end  ■ 
the  line  can  muster,  _ 
whether  it's  sen«  ly 
or  receiving.  1 1 
It  even  dropi'  k 
a  low  power-di/  W 
standby  state  c  k 
monitors  incon*  jcl 
signals  if  you're,  i 
\N-aiting  for  a  calp 
come  in. 
Or  for  that  m. 
another  modem  to  cat( 
NOT  ONLY  SM\RT  BUT  BRIG  I 


The  new.  efficient  COMPAQ 
Maxlight  VGA  display  makes  fo 
much  brighter  screen  than  our  |iy 
vious  notebcx)ks.  and  does  it  w 
out  sacrificing  batter*  life. 

Sharper  graphics  and  text  in  k 


EDWiTH  Smaller 

uLD  Like  T3  Suggest 

nvE=  Smarter. 


])4  shades  of  gray  complement  an 
hanced  video  subsystem  that's  so 
i  it  virtually  eliminates  "subma- 
jing,"  better  known  as  "where  did 
t  #%$**#  cursor  go?" 

A  NOTEBOOK  THAT'S 
ELESS  IN  THE  WRONG  HANDS. 
At  Compaq,  we  realize  that  data 
:urity  is  every  bit  as  important  as 
dware  security. 
At  the  hardware  level, 
veLock  locks  the  hard 
ve,  preventing  access 
data  even  if  the  drive 
[ejnoved. 

lOne-touch  QuickLock 
j  QuickBlank  functions 

'•olated  inverted  "T"  cursor  controls 
iina  familiar  position  so  you  don 't 
lue  to  teach  your  fingers  new  tricks. 

)wyou  to  quickly  (sur- 
se)  disable  the  keyboard 
blank  the  screen. 
.-Vnd  of  course,  our  new 
:ebooks  come  with  a 
dock  slot  for  an  optional 
)le  lock. 

With  all  of  the  above, 
IS  a  120-MB  hard  drive: 
M  expansion  to  10  MB, 
:he  memory,  simulta- 
ous  display,  and  an 
miliary  battery,  to  say 
!se  are  the  best 
tebooks  we've 
?r  made  would  be 
nething  of  an 
derstatement. 


To  back  them  with  a  one-year 
worldwide  warranty  and  our  toll- 
free  Compaq  Customer  Support 
Center  hotline  would 
be  more  like  it. 

So  don't  choose 
between  a  small 
notebook  and  a  smart 
notebook.  Choose  both. 


Choose  the  new  COMPAQ  LTE  Lite. 

For  information  about  our  new 
notebooks  or  an  Authorized  COMPAQ 
Reseller  near  vou,  call  Compaq  in 
the  U.S.  at  1-800-231-0900,  Ext.  100,  or 
in  Canada  at  1-800-263-5868,  Ext.  100. 

comPAa 
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Actual  weight.  6  lbs.  Actual  dimensions  6.5  xll  .\i.T5.  .Actuain.  mis  is  tne  oesinoceoooR  we  le  ei^  ouiii 


Other  Comments 


Opportunity  Knocks 

Those  vvho  accuse  George  Bush  of 
focusing  excessively  on  events  abroad 
fail  to  see  that  domestic  and  foreign 
policy  only  succeed  by  mo\'ing  in 
tandem.  Nowhere  is  this  more  true 
than  in  the  two  crucial  issues  of  pro- 
tectionism and  assistance  for  Russia. 

Radio  Free  Europe  and  other  West- 
ern policies  contributed  to  the  erosion 
of  communism.  But  it  was  the  ideolo- 
gy's fiindamental  flaws  that  doomed  it 
to  defeat.  Now  we  must  commit  the 
billions  of  dollars  needed  to  give  Rus- 
sia's reforms  a  chance  to  succeed. 

Political  gurus  are  advising  candi- 
dates that  foreign  policy  is  a  political 
loser.  But  the  true  mark  of  leadership 
is  not  simply  to  support  what  is  popu- 
lar but  to  make  what  is  unpopular  pop- 
ular, if  that  serves  our  national  interest. 
-Richard  Nixon,  Time 

Rubber  Refund 

The  IRS  has  been  sending  tax  refunds 
based  on  the  earned-income  credit  to 
thousands  of  low-income  families 
that  don't  claim  or  qualify  for  it. 

After  surveying  professionally  pre- 
pared returns  and  finding  that  some 
failed  to  claim  justifiable  credits,  the 
IRS  national  oft^ice  told  its  ser\'ice 
centers  to  send  questionnaires  to  pre- 
parer clients  who  seemed  eligible  for 


the  credit.  Somehow,  some  service 
centers  misunderstood  and  began 
sending  refunds  instead  of  question- 
naires. The  deliver)^  of  cash  to  the 
clearly  ineligible  clients  of  profession- 
al practitioners  raises  questions  about 
whether  the  IRS  should  tr\'  to  retrieve 
the  money.  "The  only  advice  the  IRS 
can  give  to  taxpayers  who  received 
refijnds  they  shouldn't  have  is  to  send 
the  money  back,"  says  the  IRS. 
-Scott  R.  Schmedel, 
Wall  Street  Journal 

Fortunate  Foresight 

President  Bush  is  urging  tax  cuts  to 
spur  private  investment.  The  Con- 
gressional Budget  Office  is  calling  for 
public  investment  in  roads  and  water 
systems,  airports  and  schools  to  in- 
crease long-term  productivity'. 

That's  exacdy  the  thing  to  do,  say  S. 
Jay  Lew  and  David  A.  Le\y,  a  father- 
and-son  team  who  head  the  Jerome 
Le\y  Economics  Institute  at  Bard  Col- 
lege. They  would  have  the  U.S.  Trea- 
sury' buy  bonds  issued  by  states  and 
cities,  and  bring  in  private  investment, 
to  pay  for  schools  and  airports — repay- 
ing the  bonds  from  economic  benefits 
yielded  by  the  airports  and  schools. 
We're  not  used  to  hearing  of  public 
facilities  yielding  a  return;  but  they  do. 

In  the  depths  of  the  1930s  Depres- 


sion, the  Tennessee  Valley  Authority 
built  dams  and  power  plants.  The 
beneficiaries  were  farmers  whose  land 
was  made  more  fertile,  industr)-  that 
grew  up  with  the  new  electricity  and 
prospering  communities. 

The  foundations  of  the  nation's 
postwar  prosperit)'  were  laid  during  t 
the  Depression.  The  investments 
yielded  growth  and  producti\it\'  that 
easily  repaid  the  wartime  debt.  Those  ( 
in  1946  who  looked  at  the  high  debt 
were  misled,  while  those  who  saw 
what  the  borrowings  were  achiexing 
saw  the  prosperity'  to  come. 
-James  Flanigan,  Los  Angeles  Times  \^^ 


"And  if  she  doesn't  file?" 
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The  hardest  thing  in  the 
world  to  understand  is 
the  income  tax. 

-Albert  Einstein 


Politicos  Know  This,  Too 

Unconsciol'slv  I  H.\D  discovered  the 
commentator's  secret  weapon — that 
so  long  as  you  can  wield  words,  it 
isn't  necessarily  necessan,-  to  know 
what  you're  talking  about. 
-Malcolm  S.  Forbes, 
fi-om  his  book  Fact  and  Comment 

Do  You  Hear  What  I  Hear? 

E\ERV  YEAR  hundreds  of  people  w  rite 
to  congressmen  or  federal  agencies 
claiming  that  their  minds  arc  t>eing 
controlled  by  radio  waves.  Usually 
they  blame  the  CIA  or  the  FCC.  One 
man  pleaded  for  a  congressional  inves- 
tigation of  signals  he  says  draw  him  to 
National  Airport  c\  er\-  day.  A  woman 
warned  the  \rCC  that  her  PBS  station's 
fiindraisers  transmit  secret  messages 
telling  her  to  vote  for  a  Kval  politician. 
It  is  possible  ti>  pick  up  radit>  waves 
in  a  filling  or  denture,  but  only  a  strong 
AM  signal.  Htnisc  members  received 
S66  suspicious  letters,  phone  calls  and 
\isits  last  year.  Many  mentioned  minds 
ci>ntrolled  by  radio  waves.  All  were 
investigated  by  Capitol  Hill  Police's 
Threat  .\sscssmcnt  Unit,  where  the 
phone  is  answered,  "Threats." 
-Ki:n  Camnuns,  W'aslnn^tonian    WM 
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iWZ  YOU  DISCOV^ERED 
5INGLE  BARREL 
BOURBON? 


^^HANCES  ARE,  every  bourbon  you've  ever 
tasted  is  bottled  after  an  elaborate  mixing 
process  in  which  the  contents  of  hundreds  of 
barrels  are  blended  together. 

jDut  a  select  few  are  produced  by  a 
considerably  more  arduous  and  exacting 
method  —  one  barrel  at  a  time. 

This  method  requires  that  the  bourbon  be 
perfect  right  out  of  the  barrel,  since  there's  no 
way  to  correct  or  balance  the  flavor  after- 
wards. It  must  be  bottled  at  the  moment  of 
peak  maturity  w^hen  the  w^hiskey  has 
extracted  precisely  the  right  amount 
of  color,  bouquet  and  flavor  from  the 
charred-oak  barrel  in  w^hich  it  ages.  ^ 

Jjecause  no  two  barrels  mature  in 
quite  the  same  way,  this  crucial 
determination  can  be  made  only  by 
a  master  distiller.  His  seasoned 
eyes,  nose  and  palate  render 
the  definitive  judgment  as  to 
when  the  w^hiskey  is  ready. 


Hancock's  Reserve 

Blanton  5 

Rock  Hill  Farms 

OCKS  RESER\-E  ,W  9  />>»»//•«.  5'*.  .HAiAV  fly  VMum,.  Hams>ck  Pt^lUlun  u-mfuf,y.  /-nuittvrt.  Ki 
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:  HILL  FARAIS  A'  />n».> -AM.  ALvM  By  I  \<lumt.  Kvi  HJl  Farm,  l\,tdlu,f  OmpoAy.  Fnud^.  A7' 


If  you  relish  bourbon  or  fine  spirits  in 
general,  the  single  barrel  bourbons  show^n 
here  w^ill  prove  a  most  delightful  discovery. 
Acquaint  yourself  w^ith  all  three,  for  each 
entices  the  palate  with  its  ow^n  distinct  proof 
and  flavor. 

oavor  them  as  you  w^ould  a  first-rate 
cognac  or  single  malt  Scotch.  Such  is  the 
refined  quality  of  these  expensive  but 
exceptional  bourbon  w^hiskeys. 

oingle  barrel  bourbon  is  available  at 
better  purveyors  of  wines  and  spirits.  For 
one  near  you,  please  call  502-227-7643. 
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en  it's  your  small  business,  you  hold  it  all  together. 


Keep  it  simple. 
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That's  why  AT&T  and  American  Express  announce  a  single  Corporate  Card  program 
designed  exclusively  for  small  business. 

One  card  to  carry  for  all  your  company's  business  needs.  One  monthly  billing  statement 
from  American  Express  that  consolidates  all  your  expenses.  A  Quarterly  Management 
Report  that  organizes  T&E  and  calling  card  charges  by  employee  and  category. 
And  a  1 0%  savings  on  your  AT&T  long  distance  card  calls. 


e  card  to  carry.  One  bill  to  review.  It  is  that  simple.  For  more  information,  call  1 800  531-3934. 


CorpqrateLink' 

FOR  SMALL  BUSINESS 


CREATIVITY: 


One  of  the  ways  GE  Capital  brings  good  things  to  life 


You've  got  a  financing 
problem.  And  most  lenders 
have  a  solution.  Maybe  three 
or  four  solutions.  Maybe  the 
same  three  or  four  off-the-shelf 
solutions  the)'  offer  to  everyone. 

At  GE  Capital  we  approach 
your  problem  with  an  open    -* 
mind.  A  can-do  attitude.  And 
the  creativity  to  structure  the 
right  financial  package  to  meet 
your  needs. 

We  emphasize  creative 
thinking.  We'll  sit  down  with 

Since  1984  GE  Capital  Mortgage 
Insurance  has  helped  more  than  a 
million  buyers  get  the  home 
of  their  dreams  with  as  little 
as  five  percent  down.  Our 
coverage  protects 
originators,  enabling  them 
to  write  mortgages  with 
down  payments  more 
families  can  afford. 


On  two  occasions  when  Magma  Copper 
needed  to  lease  $5  million  worth  of  rock 
trucks  they  went  with  a  bidder  who,  it 
turned  out,  could  not  meet  the  terms  and 
the  time  requirements.  Both  times 
Magma  asked  GE  Capital  to  step  in.  We 
were  able  not  only  to  close  both  deals 
on  schedule,  but  to  devise  lease 
structures  that  provided  off-balance- 
sheet  financing  with  a  fixed 
purchase  option. 


you  and 
get  a  thorough 
understanding  of  your 
problems.  Then  we'll  go  to 
work.  And  we  won't  rest  until 


we  ve  come 
up  with  a 


solution  that  meets  your 
requirements. 

This  creative  approach  has 
been  helping  customers  since 
1932.  And  it's  helped  us  grow 
into  a  compan)-  with  $80.5  billion 
in  assets,  a  triple-A  credit  rating, 
and  a  client  list  that  includes 
some  of  America's  best  knowTi 
companies. 

Creati\ity.  Experience. 
Reliability.  Qualities  that  have 
helped  GE  Capital 
bring 
financial 
solutions  to  life  for  nearh 
60  \ears.  Give  us  a  call  at 
1-800-243-2222  to  find  out  how 
we  can  help  vou. 

GE  Capital's  Geico  Space  is  the  largest 
supplier  of  modular  buildings  in  the  U.S. 
Over  the  years,  we've  responded,  often 
within  hours,  to  customer  needs.  When 
Hurricane  Hugo  pounded  St  CroiK  we 
rushed  four  buildings  to  the  island  by 
barge  so  that  a  construction  company 
could  set  up  temporary  offices. 


GE  Capital 

We  bring  good  things  to  life. 
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Commentaiy 

}a  events  at  home  and  abroad 


ly  Caspar  W.  Weinberger,  Publisher 


DEJA 

Ihe  classic  Washington  game  in  which  lower- level 
officials  tn-  to  kill  a  policy  they  do  not  like  by  selective 
leaking  and  distortions  of  that  polic)-  is  still  being  played, 
rhat  in  itself  is  neither  news  nor  particularly  alarming, 
but  if  the  result  of  that  game  could  cause  the  United 
States  to  embark  on  a  deeply  flawed  policy  in  a  still  dan- 
gerous world,  then  it  is  time  to  expose  the  game  for  what 
It  is:  an  unholy  alHance  between  journalists  and  perma- 
nent officials  to  form  and  control  policy  even  though 
neither  group  is  elected  or  responsible  to  the  people. 

The  Defense  Department  has  been  working  many 
njonths  to  prepare  the  required  Defense  Secretar\''s  "De- 
ense  Planning  Guidance."  A  preliminan',  partial  draft 
hat  had  not  been  appro\ed  by  anyone  was  leaked  to  the 
3ress  by  someone  unhappy  about  the  major  role  envi- 
roned for  the  U.S.  in  the  post-Cold-War  world.  The  leak 
.vas  an  effort  to  kill  the  idea,  embodied  in  the  draft,  that  if 
ve  wish  to  keep  peace  and  our  freedom  we  must  be 
prepared  to  maintain  strong,  capable  and  ready  defenses. 

They're  Missing  the  Point 

Essentially,  the  preliminary'  draft  incorporates  the  many 
itatements  (unchallengeable  except  by  die-hard  isolation - 
sts)  of  Secretan'  Cheney,  General  Powell  and  others 
pertaining  to  our  retaining  "the  preeminent  responsibil- 
t)'  for  addressing  selectively  those  wrongs  which  threaten 
lot  only  our  interests,  but  those  of  our  allies  or  friends,  or 
^hich  could  seriously  unsettle  international  relations." 

In  a  gross  distortion  of  the  draft's  whole  thrust,  those 
-lements  of  the  press  that  appear  to  favor  a  1930-size 
U.S.  military  said  the  draft's  policy  is  to  prevent  any 
'collection  of  friendly  or  unfriendly  nations  from  com- 
peting with  the  United  States  for  superpower  status."  In 
fact  the  draft  states  that  we  must  "endeavor  to  prevent 
my  hostile  power  from  dominating  a  region  whose  re- 
sources would,  under  consolidated  control,  be  sufficient 
to  generate  global  power."  The  leakers  and  the  leakces 
dimply  disregarded  the  word  "hostile." 

Do  even  the  most  violent  of  the  defense  cutters,  such  as 
Senator  Robert  B\Td  or  Congressw oman  Barbara  Boxer, 
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want  us  to  be  incapable  of  preventing  such  a  hostile 
combination's  forcing  us  either  to  yield  to  it  or  to  try,  too 
late,  to  fight  it  against  impossible  odds? 

Others  who  never  supported  an  adequate  defense 
budget  jumped  in  to  attack  the  preliminary'  draft's 
alleged  "unilateralism,"  even  though  the  draft  clearly 
states  that  we  should  always  "preferably  [act]  in  coop- 
eration with  other  NATO  states."  Indeed  the  first  page 
of  the  draft  pledges  "to  continue  to  support  and 
protect  those  bilateral,  multilateral,  international  or 
regionally  based  institutions,  processes  and  relationships 
which  afford  us  opportunities  to  share  responsibility'  for 
global  and  regional  securit\'." 

None  of  the  critics  addressed  the  possibility  that  we 
may  not  have  strong  allies  or  regional  combinations  we 
could  join  to  counter  the  hostile  thrust  by  a  \cr\'  hostile 
power.  What  would  we  do  then?  Presumably,  allow 
ourselves  to  be  overrun  because  we  had  neither  the 
militan-  strength  nor  the  fiiends  to  keep  our  freedom. 

Harold  Brown,  the  last  Democratic  Secretar)-  of  De- 
fense, correcdy  pointed  out  that  there  is  no  contradiction 
between  collective  securit\'  (called  for  in  the  draft)  and 
the  desirabilit)'  of  maintaining  the  U.S.  as  the  world's 
strongest  militan'  power  (also  suggested  in  the  draft). 

How  Easily  They  Forget 

To  those  of  us  who  believed  that  the  60-year-oId 
national  debate  had  laid  to  rest  the  absurdities  of  isola- 
tionism and  a  small,  ineft'ective  militan-  force,  the  reac- 
tion to  this  leaked  preliminar>  draft  of  the  "Defense 
Planning  Guidance"  is  both  discouraging  and  dangerous 
for  the  ftiturc  of  peace  and  freedom. 

The  ftjr\'  of  the  attacks  on  this  basically  sound  set  of 
principles  suggests  the  cause  of  these  attacks;  fijnding.  Of 
course,  maintaining  our  defense  capabilities  is  going  to 
require  some  militar\'  spending.  But  to  suggest,  as  some 
have,  that  the  whole  Guidance  draft  is  designed  only  to 
support  big  defense  budgets  is  the  ultimate  in  the  danger 
ous  shortsightedness  that  forced  us  to  enter  both  World 
War  I  and  II  woefiilly  unprepared.  ■■ 
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OFIOOKIN 


"Fleet/Norstar  has  always  had  a 
vision  to  be  one  of  the  most  success- 
lul  financial  services  companies 
in  the  country.  Our  diversification 
strategy  is  what's  getting  us  there. 
Today  we  have  offices  nationwide, 
and  specialties  in  everything  from 


mortgage  banking  to  diversified 
investment  services. 

"However,  eis  Fleet  grew,  so  did 
the  complexity  of  our  problems. 
We  realized  that  what  we  needed 
was  not  just  better  technologv.  But 
better  business  solutions. 


"We  discovered  a  company  ' 
could  deliver  both:  Digital.         j 

"The\''ve  worked  with  us  on  s 
reall\-  tough  projects.  Like  the  •  i 
plete  automation  ot  our  prec 
metals  unit,  and  a  corporate-^ 
management  reporting  system. 


I 


L. 
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)PEN  TO  NEW  WAYS 
ff  BUSINESS. 


And  they've  always  come 
>ugh,  even  if  it's  meant  consult- 
with  other  vendors.  That's  what 
:es  Digital  different. 
Digital  is  open  to  any  solution; 
3ng  as  it's  the  right  solution.  A 
:ible  approach  makes  them, 


P    E 


and  their  customers,  successful 
every  time. 

"It  always  seems  that  Digital 
goes  beyond  our  highest  ex- 
pectations.   For    Fleet,    it's 
made    all    the    difference    in 
the  world.  " 

ADVA 


To   learn    more   about   how 
Digital   can   open  your  com- 
pany to  new  ways  of  doing 
business,  call   1-800- DEC- INFO, 
ext.  92.  Or  contact  your  local 
Digital 
sales  office. 
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It  might  be  an  extra  pillow.  Or  the  up-to-date  reading  material  that  you'll  find  on  every  flight.  Mayt)e  it  s 
the  Independent  ielevision  News  beamed  daily  via  satellite  from  London.  All  little  things.  But  on  our  daily 
nonstop  Big  Top"  747  fmni  Los  .Angeles  to  Tokyo,  weVe  never  forgotten  how  important  those  little  things 
can  be.  En  route,  enjoy  inflight  service  that  even  other  airlines  talk  about.  SIRGAPORE  AIRLIRES 
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President's  lawyers  say  no  to  indexing  capital  gains 


The  final  hope  for  capital  g.\in's  t.ax  relief 
this  year  ended  on  Mar.  20.  That  was  when 
President  Bush  told  a  group  of  Republicans 
that  Attorney  General  William  P.  Barr  and 
White  House  counsel  C.  Boyden  Gray  had 
concluded  that  the  President  does  not  have  the 
legal  authority  to  impose  a  line  item  veto  on 
spending  bills  passed  by  Congress.  What  was 
not  said  is  that  the  Department  of  Justice  has 
also  found  that  the  President  does  not  have  the 
authority'  to  make  two  other  unilateral 
changes  to  the  tax  code  that  would  be  pro- 
growth  and  pro-investment. 

The  most  important  item  affects  capital 
gains  taxes.  Some  advisers  in  the  White  House 
hoped  that  the  President  would  be  able  to 
issue  a  regulation  that  would  retroactively  index 
the  cost  basis  of  assets  for  inflation.  The  actual 
capital  gains  tax  rate  was  not  to  be  changed — 
that  is  clearly  the  prerogative  of  Congress — 
but  taxes  on  the  inflationary  part  of  any  gains 
would  be  eliminated.  However,  the  Presi- 
dent's lawyers  now  say  he  doesn't  have  the  au- 
thority. Both  the  Office  of  Management  & 
Budget  and  the  Treasury  had  fought  the  indexa- 
tion idea  and  had  refiised  to  touch  it. 

Indexing  gains  died  with  two  strikes  against 
it,  says  one  insider.  First,  it  would  have  been 


politically  unwise  to  be  this  confrontational 
with  Capitol  Hill  on  something  the  go\ern- 
ment's  lawyers  advised  would  most  likely  be 
overturned  by  the  Supreme  Court.  Strike  two 
was  that  it  was  not  clear  that  the  regulation 
could  be  written  so  that  all  costs  as  defined  in  the 
tax  code,  not  just  capital  gains,  would  not  by 
implication  be  eligible  for  inflation  indexing. 
The  revenue  loss  from  so  broad  an  indexing 
would  be  potentially  enormous,  and  the  inevita- 
ble court  battles  interminable. 

The  second  proposed  tax  change  that  ap- 
pears dead  is  a  change  in  the  basis  on  which 
multinational  corporations  allocate  their  re- 
search and  development  expenses  (Section  861 
of  the  IRS  code).  It  was  changed  in  1977,  to 
raise  some  extra  revenue,  arbitrarily  requiring 
that  roughly  one -third  of  R&D  spending  done 
in  the  U.S.  must  be  allocated  against  foreign 
income. 

This  rule  causes  two  problems:  One,  it  sig- 
nificandy  reduces  the  benefit  of  the  credit 
against  U.S.  tax  liability'  that  American  corpo- 
rations get  for  taxes  they  pay  abroad  on  their 
foreign  income.  Two,  as  corporations  try  to 
reduce  this  problem,  it  encourages  them  to  shift 
their  R&D  oflfshore,  reducing  the  amount  of 
this  high -quality'  work  done  at  home. 


Outdated  aviation  rules  that  cost  the  U.S.  billions 


Every  international  airline  flight, 
whether  scheduled  or  charter,  is  heavily  regulat- 
ed under  a  set  of  out-of-date  rules  rooted  in  a 
1944  U.N.  convention.  In  April,  for  the  first 
time,  ICAO  (the  International  Civil  Axiation 
Organization,  the  Montreal- based  U.N.  body 
created  by  the  convention)  will  take  a  first  look 
at  modernizing  the  rules. 

The  rest  of  the  world  in  1944  feared  that  the 
U.S.  airlines  would  simply  take  over  the  postwar 
air  lanes.  So  rules  were  created  that  led  to 
international  a'/iation  being  controlled  by  a  web 
of  1,500  separate  bilateral  agreements  be- 
tween pairs  of  governments.  Since  most  coun- 
tries' airlines  are  state-owned,  these  bilateral 
deals  are  mostly  used  to  stymie  a  rival  country's 
cheap  fares,  or  new  innovative  service  that 
might  hurt  the  national  airline. 

These  arcane  rules  also  aflfect  the  sharing  of 
worldwide  airline  revenues,  which  Boeing  fore- 
casts will  grow  to  $480  billion  by  the  year 
2000.  And  they  limit  efficiency.  Whereas  in  the 
U.S.,  carriers  can  dodge  back  and  forth  be- 
tween cities  to  make  best  use  of  their  aircraft, 
international  airlines  can  fly  only  to  and  from 
another  country.  Technology  has  also  changed. 
In  the  Forties,  flying  from  Los  Angeles  to 


Australia  took  days  and  many  stops.  Today, 
Boeing  747-400s  do  it  carrying  420  passen- 
gers nonstop. 

The  losers  are  passengers  and  shippers,  who 
pay  more  than  they  should  to  cover  the  ineffi- 
ciency of  a  system  that  allows  governments  to 
decide  how  often  airlines  can  fly,  what  capacity 
they  oflfer,  and  the  price.  Stronger  airlines — 
especially  the  now  dominant  U.S.  carriers.  Unit- 
ed, American  and  Delta — also  lose. 

It's  unlikely  that  much  progress  will  be 
made  through  iCAO,  even  with  the  best  v\ill  in 
the  world,  because  it  has  165  governments  as 
members.  And  no  country  is  willing  to  put  a\ia- 
tion  ftilly  under  G.\TT,  including  key  items  like 
landing  rights. 

The  only  country  likely  to  be  able  to  break 
this  logjam  is  the  U.S.  And  Washington  has 
offered  more  or  less  open-skies  deals  to  Brit- 
ain, France  and  Germany.  The  most  progressive 
is  Germany,  but  even  it  will  not  allow  free 
pricing  by  U.S.  airlines,  seemingly  to  protect 
powcrftjl  Lufthansa's  home  base.  What's 
needed  is  for  Washington  to  be  as  bold  as  it  w  as 
when  it  deregulated  LI.S.  domestic  air  senicc. 
Unfortunately,  in  Washington  these  days,  dc 
regulation  is  a  dirty  word.  WM 
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BY  TIMOTHY  DODMAN 


The  Forbes  index  (i967=ioo) 

210 

Current  188.6* 

200  Previous  188.lt 

Percent  change         0.3% 

190 


A  mild  uptick  in  sales  of  U.S. -built  autos — from  a  low 
base — contributed  to  a  0.6%  gain  in  February  industrial 
production.  One  year  ago  the  Gulf  war  kept  U.S.  consum- 
ers away  from  auto  showrooms.  Still,  the  rise  in  industrial 
production  was  the  first  gain  in  three  months.  Average 
monthly  unemployment  claims  are  still  increasing,  but  if 
the  manufacturing  rebound  is  genuine,  it  should  eventual- 
ly lead  to  new  jobs.  The  Federal  Reserve  has  expanded  the  ; 
money  supply,  but  both  consumer  and  producer  price 
increases  have  been  minimal. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.5% 

Auto  sales  year  to  date  vs  1991' 
Index  of  leading  indicators  Jan  vs 

Dec 

Ward's  Automotive 
Dept  of  Comnierce 

2.6% 

0.9% 

-$71  bil 

Trade  balance  12  months  ended  Jan  1992 

Oept  of  Commerce 

120 


78  '80  '82  '84 

imwrnaiiir  MimminiiirriniiwfiF  m  rmum 


'86 


*Preliminary  tRevised 


'90 


'92 


All-commodity  producer  price  index  Feb  vs  Jan'       Dept  of  Labor  C 

GDP  4th  quarter  vs  3rd — annualized  growth  Dept  of  Commerce  C 

M2   (3-month  change)— annualized  growth'  Federal  Reserve  i 

'■  U.S. -based  manufacturers,  excludes  imports,  as  of  3/10/92.  ^Wholesale  goods. '  Includes  Ml 
(public  currency  and  checkmg  deposits)  plus  savmgs  account's  and  money  market  funds. 
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Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  w/eighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes,  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Ill 


Services     •    Total  index 


Inventories      •    New  orders 


125 


125 
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Consumer  price  Indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


270 


210 


150 


90 


U  111 


Manufacturers'  new  orders  and  invwrtorits 

($biliions),  seasonally  adjusted  (Dept  of  Commerce) 


'    2920 


I    2850 


I 


2780 


industrial  production  Index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


New  housing  starts  (thousands)' privately  owned, 
unadjusted  (Dept  of  Commerce) 


— MM 


2710 


Personal  income  iSbiiiionsl  wage  and  sai«y 
disbursements,  seasonally  adijsted  (Dept  of  Commoct) 


J 


550 


475 


400 


160 


740 


325 


'   720 


New  unemployment  claims  average  loi  month 
(thousands),  ",    ■ristedlDeplollatKifi 
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145 


Retail  sales  ($billions), 

seasonally  ad|usted  (Dept  of  Commerce) 
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710 


•n^ 


Consumer  installment  credit  S^    :->;'rc^» 
setsonaliy  toputed  iFedcr*  irexne) 


JFMAMJJASONDJF 
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T>1E  SOKOLOFFS,  EX-SUBURBANITES 


Goodbye  to  take- 


out Chinese  and 


SHOPPING  MALLS. 


structure  their  portfolio. 


Overcoming  the  loss  in 


income   they   faced,   to 


Jackie  and  Larry  Sokoloff  planned  to  trade  all 


gain  the  long-term  return  they  wanted.    e>^ 


the  comforts  of  Mount  Laurel,  NJ,  for  the  barren  Today  you'll  find  Jackie  and  Larry  on  the  Pine 

I 

expanses  of  South  Dakota.  Where,  at  the  edge  Ridge  Sioux  Indian  Reservation,  teaching-and 

of  the  Badlands,  they'd  spend  a  year  teaching  I  learning  from  — the  students  of  Oglala  Lakota 


Native  American  students,  e^"^  Unfortunately,      College,  e^'^  Where  would  your  adventurous  spirit 


their  investment  strategy  wasn't   up  to  the  |  take  you?  Maybe  we  can  help  you  get  there,  too. 

adventure.  So  their  Shearson  Lehman  Brothers     tSHMoMJll    LLnlViAn    dKUIaiLK?^ 

You  can  get  there  from  here." 

Financial    Consultant    helped    them    to    re-  I 


91992  Shnnon  Lehman  BrtHhcn  Inc  Mf  mber  SIPC. 
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Their  problems  won't  sink  the 
home  islands,  but  Japan's  banks 
are  in  far  worse  shape  and  their 
problems  will  take  much  longer  to 
correct  than  most  people  believe. 

Finance 

sbokku 


By  Dyan  Machan,  Peter  Fuhrman  and  Andrew  Tanzer 


While  THE  media  seem  strangely  san- 
guine about  the  prospects  for  the 
Japanese  banking  system,  some  of 
Wall  Street's  smartest  international 
investors  think  the  Japanese  banks  are 
about  to  take  some  major  hits. 
George  Soros'  Quantum  Fund  and 
Julian  Robertson's  Tiger  Fund  have 
each  reportedly  staked  several  hun- 
dred million  dollars  shorting  Japanese 
banks  and  other  financial  companies. 
Another  veteran  investor  in  Japanese 
stocks,  George  Noble,  managing 
partner  of  Boston's  $160  million  Te- 
ton Partners,  feels  the  same  way.  "I 
wouldn't  touch  a  Japanese  bank  stock 
with  a  barge  pole,"  says  Noble. 

The  shorts  are  betting  that  a  capital 
squeeze  on  Japan's  big  banks  will  be 
triggered  by  the  nearly  50%  drop  over 
the  last  27  months  on  the  Tokyo  stock 
market — to  about  19,900  now  on  the 
Nikkei  index.  Bank  for  International 
Settlements'  minimum  capital  re- 
quirements call  for  total  capital  of  at 
least  8%  of  assets  by  next  Mar.  31 . 

Only  recently  have  the  major  banks 
manipulated  their  reserves  to  meet 
these  requirements — mostly  bv  issu- 
ing high  cost  subordinated  debt.  If 
Japan's  stock  and  real  estate  markets 
don't  pick  up  soon,  raising  more  capi- 
tal w  ill  be  a  challenge. 

More  so  than  in  most  developed 
countries,  lapan's  financial  system  is  a 
giant  .self  fulfilling  prophecy.  In  Ja 
pan,  banks  are  allowed  by  the  his  to 
include  4S%  of  the  unrealized  c.ipital 
gains  on  their  substantial  securities 
portfi)lios  as  capital.   So  when   liic 
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markets  are  rising,  as  they  did  during 
the  1980s,  capital  expands  and  loans 
flow  like  a  broad  ri\er — fijrther  m- 
creasing  asset  values.  But  when  asset 
values  fall,  the  banks  have  to  cut  back 
loans,  and  share  prices  for  those  com- 
panies that  can't  get  expansion  capi- 
tal fall. 

This  further  erodes  the  banks'  capi- 
tal base.  "It's  a  vicious  cycle,"  says 
Marshall  Auerback,  who  runs  a  $15 
million  hedge  fiind  for  Tiedemann 
Boltres,  a  New  York  money  manage- 
ment firm.  Auerback  has  shorted  In- 
dustrial Bank  of  Japan,  Mitsubishi 
Trust  and  Bank  of  Tokyo. 

With  loan  growth  slowed  to  1%  to 
2%,  the  financial  contraction  that  is 
now  engulfing  Japan  may  threaten 
the  longer-term  structure  of  the  Japa- 
nese interlocking  shareholding  sys- 
tem. Manufacturing  companies  that 
invested  in  bank  stocks  in  return  for 
cheap  loans  may  be  forced  to  sell  their 
bank  shares  to  raise  capital  them- 
selves, now  that  the  banks  aren't  lend 
ing  as  much. 

Daishowa  Paper,  for  example,  has 
already  unloaded  1 .68  million  shares 
t)f  Industrial  Rank  of  japan.  Similarly, 
Dai-Jchi  Mutual  Life  Insurance  has 
reduced  its  long-term  holdings  in 
three  major  banks — Hank  of  Tokyo, 
Mitsui  Taiyo  Kobe,  and  Industrial 
Uank  c^fjapan. 

A  few  years  behind  the  I'.S.  banks, 
Japanese  banks  are  now  paying  the 
price  of  profligate  lending  that  \\.\\  the 
late  l-,ighties  real  estate  M\d  share  price 
inflation.  "The  I.i(\inese  made  all  the 


same  mistakes — opening  oflices  and 
buying  into  deals  ever\Avhere — that 
the  big  U.S.  banks  made  a  decade 
ago,"  says  Allen  Wheat,  who  headed 
up  Credit  Suisse  First  Boston's  Japan 
business  until  last  month. 

C^f  the  1 1  cit)  banks'  approximately 
S2  trillion  in  outstanding  loans,  ana- 
lysts estimate  that  as  much  as  half  is 
tied  to  real  estate.  Propcrt)-  prices  in 
major  cities  like  Ti>kyo  and  Osaka 
ha\e  been  marked  down  20%  to  40% 
from  their  peak.  Many  developers 
aren't  making  payments  on  mort- 
gages, and  prices  may  tall  further. 

All  t(^ld,  Japanese  banks  arc  sitting 
on  at  least  SI  10  billion  in  dt>mestic 
problem  loans.  That's  Nomura  Re- 
search Institute's  ncp.'  conser\ativc 
reckoning.  The  real  figure  could  Ix* 
much  higher.  But  Japanese  account- 
ing ailes  permit  banks  to  hide  prob- 
lem loans  in  afliliated  subsidianes. 

Whatever  the  real  figure  is,  Nomu- 
ra Securities'  cctMiomisis  in  Tokyo 
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Watching  stock 
figures  in  Tokyo 
Once  Japanese 
businessmen 
thought  the 
Nikkei  was  as 
solid  as  the 
buildings  in 
downtown 
Tokyo. 
No  longer. 


figure  the  final  losses  fi-om  the  col- 
lapse of  the  land  and  share-price  spi- 
rals will  be  $20  billion  to  $35  billion. 
Even  the  low-end  figure  exceeds  the 
annual  profits  of  the  entire  Japanese 
financial  sector  last  year.  The  Japanese 
banks'  total  capital  base,  at  current 
property   and   stock    market    levels: 


$188  billion. 

Unlike  U.S.  banks,  Japanese  banks 
are  strictly  limited  in  what  they  can 
write  oflf.  But  as  a  sign  that  the  gov- 
ernment is  concerned,  the  Ministry'  of 
Finance  is  encouraging  the  banks  to 
disclose  their  dud  loans — a  new  poli 
cy.  "This  is  to  encourage  bankers  to 


get  real,"  says  Jeff  Uscher,  of  Smith 
New  Court  in  New  York. 

The  big  banks  are  also  exposed  by 
their  loans  to  nonbank  financial  insti- 
tutions, which  re -lent  the  money  to 
real  estate  developers  when  the  big 
banks  reached  their  legal  limits.  .\1- 
ready,  Sumitomo  Trust,  one  of  Ja- 
pan's most  powerfiil,  is  stepping  in  to 
rescue  Nippon  Mortgage,  an  insol- 
vent financial  company,  which  has 
debts  of  $4.9  billion — much  of  that  to 
Sumitomo  and  other  banks. 

There  are  problems  overseas,  too. 
From  1985  to  1988,  when  the  yen 
was  rising  in  value  to  120  from  240, 
the  banks  thought  everything  over- 
seas looked  cheap. 

"They  felt  rich — they  didn't  know 
what  to  do  with  so  much  money," 
says  a  Bank  of  Japan  oflficial.  "They 
were  pushed  by  their  head  office  to 
increase  business." 

Result:  Total  Japanese  bank  assets 
outside  Japan  grew  from  $90  billion 
in  1982  to  $890  billion  as  of  last 
September — a  huge  expansion  even 
with  the  big  yen  appreciation.  Includ- 
ed in  that  figure  are  some  $10  billion 
in  loans  to  build  hotels  in  Hawaii 
(Forbes,  Nov.  U,  1991). 

With  such  growth,  credit  analysis 
often  took  a  back  seat  to  pushing  the 
loan  documents  through.  All  told, 
there  are  some  $50  billion  in  bum 
overseas  loans,  mostly  to  the  U.S., 
Britain  and  Australia.  Add  another 
$10  billion  to  $20  billion  in  dud 
sovereign  lending  to  the  old  Soviet 
Union  and  Eastern  Europe.  Sniflfs 
one  British  banker:  "The  Japanese 
are  the  mugs  of  international  capital 
markets." 

That's  a  rather  harsh  judgment,  but 
Noriko  Hama,  an  economist  at  Mit- 
subishi Research  Institute,  does  not 
altogether  disagree  with  it.  "The  skills 
and  competence  of  Japan's  financial 
sector,"  says  Hama,  "are  \cr\'  shallow 
compared  with  Japan's  skills  and 
competence  in  manufacturing." 

That's  partly  because  from  1945 
until  the  early  1980s  banking  was 
tightly  regulated  in  Japan — as  in  the 
U.S.,  a  simple  business  of  taking  in 
cheap  deposits  and  lending  them  out 
at  attractive  spreads.  "Money  was  dis- 
tributed or  allcKated  like  in  a  wartime 
economy,"  says  Akio  Mikuni,  presi- 
dent of  Mikuni  &  Co.,  Japan's  only 
independent    credit    rating    agency. 
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"Banks  couldn't  lose  money." 

But  with  the  financial  deregulation 
that  began  in  the  early  1980s,  banks  in 
Japan,  as  in  the  U.S.,  had  to  pay  more 
for  deposits  and  earn  more  on  loans. 
It  was  the  old  credit  cycle  story.  In  the 
search  for  greater  spreads,  lending 
standards  slipped.  Once  standards 
slipped  enough,  bad  loans  appeared 
and  the  cycle  reversed  course. 

What  will  happen. >  Japanese  com- 
panies that  are  facing  a  credit  squeeze 
at  home  will  be  issuing  bonds  and 
looking  to  the  Euromarkets  and  other 
overseas  sources  to  raise  money.  They 
need  to  pay  off  some  $300  billion  of 
warrants  and  convertible  securities  is- 
sued during  the  1980s.  Some  $100 
billion  of  that  is  coming  due  by  the 
end  of  1993. 

To  raise  their  capital-to-asset  ratio 
to  the  8%  level,  Japan's  banks  will 
continue  issuing  large  amounts  of 
subordinated  debt  at  home  and  in 
New  York  and  Europe.  Mitsui  Taiyo 
Kobe,  a  cit>'  bank  with  one  of  the 
sickest  loan  portfolios,  recendy  did  a 
$750  million  convertible  preferred 
issue  at  6%%.  That's  an  expensive  way 
of  raising  money,  but  given  Japan's 
falling  stock  market,  fresh  equity  capi- 
tal would  be  even  more  expensive. 

Right  now  everyone  in  the  Japa- 
nese banks  and  securities  houses — not 
to  mention  government  officials — is 
hoping  that  the  Bank  of  Japan  will  cut 
the  discount  rate  (currently  4.5%)  by 
enough  to  stop  the  stock  market's 
slide.  That  may  send  the  Nikkei  up 
briefly,  but  more  bad  news  of  the 
contracting  Japanese  economy  will 
likely  send  it  down  again  soon. 

No  major  city  banks  seem  in  danger 
of  failing.  But  there  will  be  govern- 
mental pressure  to  merge  many  of  the 
smaller  banks.  And  there  probably 
will  be  many  bankruptcies  and  merg- 
ers among  smaller  credit  associations 
and  among  nonbank  financial  institu- 
tions, those  most  heavily  exposed  to 
marginal  real  estate  loans. 

The  Japanese  people  and  economy 
are  discipliiud  mk\  resilient.  They 
have  been  through  severe  shokkti  be- 
fore, and  surx'ived.  There  is  no  icason 
to  think  the  economy  won't  surxive 
today's  nastv  finance  shokkn.  But  like 
the  (iil  price  shocks  of  1973  and  1979, 
adapting  to  higher  costs  of  capital  and 
slower  growth  w  ill  take  lime — proba 
blv  a  few  years.  WM 
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Short-sellers  are  so  devastated  that 
some  are  turning  bullish— and  if 
that's  not  a  bearish  sign,  what  is? 

Wmthe 
beairs 
laugh  last^ 


By  Matthew  Schifrin 

Having  lost  an  estimated  $600  mil- 
lion of  their  clients'  money  by  short- 
ing stocks  in  a  bull  market,  the  Fesh- 
bach  brothers — Matt,  Kurt  and  Joe — 
are  now  ^wym^ stocks.  At  a  meeting  of 
money  managers  in  February,  the 
Feshbachs  named  Digital  Equipment 
Corp.  as  the  best  invest- 
ment they  could  recom- 
mend. DEC,  said  one 
brother,  sounding  more 
like  a  wire -house  broker 
than  a  fearsome  short- 
seller,  could  "challenge 
its  old  highs." 

Around  the  country 
money  managers  who 
specialized  on  the  short 
side  of  the  market  have 
been  closing  their  fiinds 
and  licking  their 
wounds.  Smith-Hines  of 
Little  Rock,  Ark.  recent- 
ly split  up  after  with- 
drawals and  losses  wiped 
out  two-thirds  of  the 
$30  million  in  short  po- 
sitions it  had  under  man- 
agement. William  Smith 
is  novi'  buying  small -cap- 
italization growth 
stocks.  David  Hines  still  manages 
about  $9  million  as  a  short-.seller  but 
has  hedged  his  shorts  with  long  pivsi 
tions;  the  longs  lately  have  been  his 
best  performers.  "It  can't  get  any 
worse  than  this,"  says  Hines. 

The  pool  of  moiu'v  directed  toward 
slH)rting  has  dropped  H)  an  estimated 


$1  billion  from  nearly  54  billion  in 
late  1990.  According  to  Robert  Far- 
rell,  Merrill  Lynch's  chief  market  ana- 
lyst, short-selling  acti\it\',  after  net-  ' 
ting  out  institutional  arbitrage,  is  near  i 
its  lowest  in  recent  years. 

Many  shorts  have  no  choice  but  to   h 


liquidate  what's  lefi  of  their  funds. 
Most  shi>rt  selling  fiinds  arc  struc 
tured  .si>  that  managers  earn  20%  of 
the  profits  but  get  only  a  1%  manage- 
ment fee  until  pre\nous  k^scs  arc 
made  up.  So  bad  have  the  losses  been 
during  the  past  year  that  many  shorts 
w*.)n'i  earn  moncv  tor  \cars — if  ever. 
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San  Francisco's  Downtick  Partners 
las  given  back  to  investors  what  was 
eft  of  its  short-only  hand.  Its  manager 
5  now  buying  stocks  for  his  own 
iccount  and  is  unencumbered  by  his 
)revious  losses.  That  may  not  make 
lis  old  clients  happy,  but  at  least  it 
;ives  him  a  chance  to  earn  money. 

Few  shorts  were  bloodied  more 
7adly  than  the  Feshbachs  and  their 
liients.  Their  SI  billion  portfolio  is 
low  estimated  to  be  worth  around 
B 160  million.  They  were  killed  partic- 
jlarh'  by  strength  in  such  stocks  as 
McDonnell  Douglas,  which  re- 
bounded after  the  Gulf  war.  The 
brothers'  big  positions  in  Wells  Fargo 
md  Consolidated  Freightways  also 
:ost  them  dearly. 

The  rout  wasn't  pretty.  The  Fesh- 
bachs were  forced  to  cover  their  open 
wsitions  when  hedge  funds  and  fund 
nanagers  targeted  their  stocks  with 
lig  buying  programs — a  tactic  made 
:asier  because  the  Feshbachs  had  sold 
hort  a  number  of  thinly  traded 
hrifts,  as  well  as  high-flying  technol- 
)g\'  outfits  like  Carrington  Laborato- 
ies  and  Medco  Research. 

Even  New  York  trader  Michael 
>teinhardt,  the  brothers'  old  friend,  is 
umored  to  have  pulled  most  of  his 
noney  from  their  fijnd.  Steinhardt 
nav  have  accounted  for  as  much  as 
15%  of  the  Feshbachs'  SI  billion  ftind 
It  one  time.  Late  last  year  the  brothers 
old  their  corporate  jet,  fired  most  of 
heir  analysts  and  are  now  personally 
)icking  investments.  The  Feshbachs 
lave  created  a  new  fiind — cynically 
:allcd  Junkyard  Partners — to  hold 
heir  long  positions  and  avoid  the 
)roblem  of  making  up  past  losses 
)efore  earning  their  fees. 

Bulls  who  chuckle  at  the  Fesh- 
)achs'  plight  do  so  at  their  own  risk.  If 
hort-sellers  are  not  universally  loved 
)r  admired,  they  do  provide  a  usefijl 
er\'icc  by  sniffing  out  overxalucd 
locks  and  working  to  keep  the  mar- 
xt  from  reaching  manic  levels — from 
vhich  crashes  are  all  but  inevitable. 

Some  investors  will  remember  the 
ast  time  the  shorts  were  routed.  From 
nid- 1970  to  the  end  of  1972,  a  pow- 
;rful  bull  market  drove  many  shorts  to 
he  wall.  Soon  after,  in  Januan,'  1973, 
)ne  of  the  nastiest  bear  markets  of  the 
:entur>'  began,  which,  before  it  end- 
:d,  cut  the  s&P  500  in  half. 

He  who  laughs  last.  .  .  .  ^ 


Have  you  given  up  on  trying  to  prepare  your  own 
income  tax  return?  So  have  nearly  all  the  congressnnen 
most  responsible  for  writing  the  tax  code. 

Out  of  touch 


By  Laura  Saunders 

IT'S  Form  1040  time  and  you're 
gnashing  your  teeth  over  schedules, 
limits,  the  alternative  minimum  tax, 
the  kiddie  tax  and  worksheet  compu- 
tations— or,  more  likely,  you've 
thrown  up  your  hands  and  are  paying 
an  expert  a  thousand  or  so  to  figure 
what  you  owe. 

A  simple  question  forms  in  your 
mind:  Do  Congress'  tax  writers  sub- 
ject themselves  to  what  they  subject 
you  to? 

We  decided  to  put  just  that  ques- 
tion to  the  top  dozen  members — six 
from  each  party — of  the  House  Ways 
&  Means  Committee  and  Senate  Fi- 
nance Committee,  the  two  tax  writ- 
ing committees.  The  result  of  our 
litde  survey:  Only  one  of  these  august 
lawmakers  even  attempts  to  prepare 
his  own  return.  The  rest  get  experts  to 
parse  the  laws  they  impose  on  every- 
one else.*  "His  is  a  very  complicated 
return,"  explains  an  aide  to  Senate 
Finance  Committee  Chairman  Lloyd 
Bentsen. 

There  should  be  a  medal  some- 
where for  the  one  tax  writer  who  does 
do  his  own  taxes:  Texas'  Representa- 
tive Bill  Archer,  the  senior  Republican 
on  Ways  &  Means.  "I  feel  I  need  to 
know  what  people  go  through,"  he 
says  of  his  unusual  behavior. 

Archer  files  a  1040  long  form  com- 
plicated by  investments  in  real  estate, 
limited  partnerships  and  stocks  with 
dividend  reinvestment.  He  also  helps 
some  of  his  seven  children  and  step- 
children with  their  taxes.  ''One  way  or 
another,  I've  dealt  with  most  areas  of 
the  individual  return,"  he  says. 

'Representatives  Rostenkowski  (D-lll), 
Gibtx)ns  (D-Fla.),  Pickle  (D-Tex).  Vender  Jagt 
(R-Mich),  Crane  (R-lll.).  Senators  Bentsen 
(D-Tex.),  Moynihan  (D-N.Y),  Baucus 
(D-Mont.).  Packwood  (R-Ore),  Dole 
(R-Kan.)  and  Roth  (R-Del.). 


Archer  knows,  for  instance,  what  it 
is  to  get  the  K-ls  ft-om  partnership 
investments  so  late  that  he  has  to  get 
an  extension,  and  then  to  struggle 
with  passive  loss  math.  He  even  keeps 
his  own  records  on  the  cost  basis  of 
investments — including  the  rollovers 
fi-om  succeeding  houses,  a  perennial 
source  of  trouble  for  taxpayers. 

But  he  has  been  fortunate  to  avoid 
paving  the  alternative  minimum  tax. 


House  Ways  &  Means  member  Bill  Archer 
He  does  his  own  taxes! 


though  he  knows  the  pain  of  figuring 
it.  This  complex  tax  feature  is  the  one 
he  would  most  like  to  do  away  with. 
And  he  shudders  with  relief  that  he 
has  no  foreign-source  income:  "At 
least  I  don't  have  to  fcxjl  with  that — 
it's  a  world  unto  itself." 

Has  he  ever  been  audited?  Yes, 
while  a  Ways  &  Means  member,  a  few 
years  after  he  won  George  Bush's  old 
scat  in  1970.  "It  was  shordy  after 
Watergate,"  he  recounts.  "The  agent 
told  me  1  had  one  of  the  cleanest 
returns  he  had  ever  seen,  but  so  that 
he  didn't  seem  to  be  favoring  me,  he 
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rearranged  the  depreciation  so  that  I 
would  owe  an  extra  $100  of  tax." 

Archer  has  also  wrestled  with  the 
iRS'  infernal  computer-generated  let- 
ters, including  one  questioning  a 
Keogh  deduction  a  few  years  ago.  "I 
had  to  write  two  letters  before  I  could 
get  on  the  phone  to  work  things  out," 
he  says.  "Going  through  all  the  differ- 
ent channels  just  wears  you  out." 

Like  his  congressional  colleagues, 
Archer  has  his  privileges,  and  he  uses 
them.  For  example,  he  can  turn  to  the 
the  Joint  Committee  on  Taxation's 
staff  for  advice.  He  did  just  this  after 
the  1986  tax  act  changed  how  con- 
gressmen deduct  certain  expenses. 
He  found  there  was  no  form  or  in- 
structions about  what  to  do.  "So  1 
went  to  a  member  of  the  Joint  Tax 
staff.  He  took  a  yellow  legal  pad  and 
drew  me  a  form  he  thought  the  iRS 
would  accept.  Apparendy  they  did." 

Aware  of  the  importance  of  good 
relations  with  Congress,  IRS  officials 
send  agents  with  forms  to  the  Hill  to 
answer  questions  for  anyone  who 
stops  by.  "It's  the  same  service  they 
give  the  public,"  says  Archer.  "But 
it's  not  worth  much,  because  with  the 
gray  areas  in  the  code,  you  can't  legal- 
ly rely  on  what  they  say."  Still,  ordi- 
nary folks  who  get  busy  signals  when 
calling  the  local  iRS  office  probably 
wouldn't  mind  such  service. 

Aside  from  high  and  rising  taxes, 
what  do  Archer's  constituents  most 
hate.'  Complexity'.  "People  don't  un- 
derstand why  it's  so  expensive  to  get 
returns  prepared,  compared  with  a 
few  years  ago,"  he  replies.  "And  they 
are  angry  when  penalties  and  interest 
far  exceed  the  tax  they  owe." 

But  like  it  or  not.  Archer  says  tax 
complexity'  is  here  to  stay.  "It's  ex- 
ceedingly difficult  to  ameliorate  the 
code  because  of  how  the  process 
works  now,"  he  says.  "If  you  want  to 
make  a  correction,  it  seems  like  you 
have  to  make  something  else  worse." 

Still,  a  reporter  can't  help  wonder- 
ing: Wouldn't  the  code  get  a  lot 
simpler  if  the  people  responsible  for  it 
had  more  elircct  contact  with  their 
monster.'  Archer  agrees:  "It  would  be 
beneficial  to  the  ecnintry  if  all  the 
members  of  the  tax  writing  commit 
tees  prepared  their  own  returns.  It  is  a 
salubrious  and  revealing  experience 

"But,"  he  quickly  adds,  "I  know  it 
won't  happen."  ^ 
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If  Britain's  Labor  Party  wins  the  election 
on  Apr.  9,  the  labor  unions  will  rejoice— 
and  not  just  in  Britain  but  across 
all  of  Europe. 

Lefttuim 


By  Peter  Fuhrman 

If  British  voters  put  Labor's  Neil 
Kinnock  in  No.  10  Downing  Street  as 
prime  minister  for  the  next  five  years, 
then  Europe's  labor  laws  will  take  a 
sharp  jag  to  the  left. 

How  come?  At  the  Maastricht  sum- 
mit of  European  heads  of  state  in 
December,  Britain's  current  prime 
minister.  Conservative 

John  Major,  mounted  the 
only  serious  opposition  to 
the  European  Commis- 
sion's labor  agenda,  put 
forward  by  EC  president 
(and  leading  French  Social- 
ist) Jacques  Delors.  What 
the  rest  of  Europe's  leaders 
agreed  to,  and  Labor's  Kin- 
nock will  back  with  alacrity, 
is  a  grand  plan  that  would 
force  all  large  European 
companies  to  introduce 
German-style  social  market 
labor  law. 

Under  the  proposal,  Eu- 
ropean factories  would  be 
limited  to  a  maximum  48- 
hour  workweek,  and  most 
night  and  weekend  shift 
work  would  be  prohibited. 
Part-time  employment  and 
management's  freedom  to 
hire  and  fire  would  be 
strictly  curtailed.  Follow  ing 
current  German  custom, 
Sunday  working  would  be 
banned,  making  any  expan 
sion  >of  retailing  impossi  ■■§■ 
ble — bad  news  this,  for 
Toys  "R"  Us'  ambitious  Eurt>pcan 
expansion  plans  (see  story,  p.  68). 

The  Kc:  is  heading  toward  harnu) 
nizing  at  German  levels  ot  social  secu 
rit>',  to  be  paid  for  by  a  lew  on  wages. 
In  Germany  these  levies  are  triple  the 
U.S.  level,  and  arc  already  seriously 
hurling  Germany's  ability  to  compete 


in    international    markets    (Forbes, 
Mar.  30). 

Perhaps  the  most  costly  item  of  all 
would  be  to  compel  large  companies 
operating  in  more  than  one  EC  coun- 
try to  install  German -st\'le  union 
works  councils.  A  similar  SN'stem  in  ■ 
Germany  gi\es  unions  an  effective  I 


Labor's  Neil 
If  he  wins, 


Kinnock 

tiM  unions  will  smile,  too. 


\  eto  o\  er  major  decisions  such  as  the 
liKarion  of  new  investment  and  lac- 
toT)-  cK^sings.  In  Gemunv,  the  total 
cost  of  involving  unions  \n  decisions 
costs  an  estimated  $400  per  employe 
per  year. 

In     additii>n,     Eurojxan     unions 
wDuld  get  the  right  to  negotiate  deals 
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on  wages  and  conditions  that  would 
be  binding  EC-wide,  throughout  an 
industry.  Employers  will  also  have  to 
pay  for  financial  advisers  to  assist  the 
unions. 

Britain  would  also  join  its  Europe- 
an neighbors  by  introducing  a  mini- 
mum wage.  This  part  of  the  package 
alone  would  cost  British  employers 
S85  billion  in  lost  profits  over  five 
years,  according  to  the  Confederation 
of  British  Industry. 

These  moves  would,  of  course,  add 
to  already  high  European  unemploy- 
ment— today  16  million  Europeans, 
close  to  15%  of  the  work  force,  are 
looking  for  jobs.  But  labor  union 
leaders  have  other  priorities  than  eco- 
nomic growth.  "We  want  all  workers 
to  get  the  same  privileges,  and  in  time 
the  same  pay,  as  German  ones,"  says 
Wim  Bergans  of  the  European  Trade 
Union  Confederation. 

Even  before  they  have  been  fully 
ratified,  the  proposed  labor  laws  are 
having  a  chilling  effect  on  manage- 
ments. Example:  Ford  of  Europe 
must  deal  with  ten  labor  unions  at  its 
Hale  wood  plant  in  Liverpool.  Cars 
made  at  Halewood  cost  up  to  $400 
more  to  build  than  at  Ford's  German 
factories,  which  have  high-cost  labor 
l>ut  also  much  higher  levels  of  capital 
investment.  Ford  has  several  times 
considered  shutting  the  Halewood 
plant.  The  new  laws  would  allow  the 
unions  to  use  the  courts  to  block  any 
such  closure. 

There  is  an  uncomfortable  prece- 
dent: Volkswagen's  union  represen- 
tatives have  blocked  that  company 
from  shifting  lossmaking  production 
of  small  models  out  of  Germany  to 
cheaper  Spain.  The  cost  to  vw  is 
estimated  to  be  several  hundred  mil- 
lion dollars  over  the  last  decade. 

Thanks  to  democratizing  the  trade 
unions  by  introducing  such  things  as 
secret  postal  ballots  for  voting  on 
strike  actions,  Britain's  Conserva- 
tives, starting  under  Margaret 
Thatcher  and  continuing  under  Ma- 
jor, have  curbed  the  British  trade 
unions'  onetime  overwhelming  pow- 
er. But  a  Kinnock  victory  would  re- 
verse that  progress  in  Britain,  and  give 
the  unions  far  more  control  on  the 
Continent,  where  fiilly  half  the  total 
work  force  is  unionized. 

Britain's  general  election  is  on  Apr. 
9.  Tune  in.  ^ 


As  initial  public  offerings  continue 

to  flood  the  market,  watch  out  for  companies 

that  dress  up  their  numbers. 

Buyer,  do  thy 
homework 


By  Roula  Khalaf 

The  initial  public  offering  pro- 
spectus for  Oregon- based  Protocol 
Systems,  a  maker  of  medical  monitor- 
ing devices,  shows  a  77%  jump  in  sales 
in  1991,  to  S23  million,  and  an  11% 
rise  in  the  company's  net  earnings,  to 
$2.2  million. 

Now  that's  impressive — until  you 
read  the  prospectus  closely.  You'll 
find  that  25%  of  the  revenue  surge  was 
the  result  of  a  one-time  sale  of  equip- 
ment to  the  U.S.  military  during  the 
Persian  Gulf  war.  A  littie  math  will  tell 
you  that  the  sale  contributed  close  to 
$500,000  to  income.  Discounting 
this  one-off  military  deal,  the  compa- 
ny would  have  earned  around  $1.7 
million  in  1991,  down  from  $2  mil- 
hon  the  year  before. 

Even  so,  the  offering  went  off  vN-ith- 
out  a  hitch — with  the  company  selling 
2.7  million  shares  at  $11  late  last 
month.  That  says  a  lot  about  the 
strength  of  this  stock  market — as  well 
as  the  need  for  investors  to  give  extra 
scrutiny  to  the  numbers  of  companies 
about  to  go  public.  According  to  IDD 
Information  Senices,  some  $6.8  bil- 
lion already  has  been  raised  this  year, 
with  at  least  another  92  companies 
waiting  to  raise  another  $4.5  billion 
by  year-end. 

In  such  a  market,  investors  have  to 
do  more  homework  than  ever.  "Re- 
member," says  Kenneth  Heebner  of 
Boston's  Capital  Growth  Manage- 
ment, "underwriters  are  hired  to  sell 
the  stock,  so  they'll  write  the  best 
prospectus  they  can." 

Not  doing  your  homework  can  be 
hazardous  to  your  financial  health. 
Watch  for  aggressive  accounting,  says 
Howard  Schilit,  an  accounting  pro- 
fessor at  Washington,  D.C.'s  Ameri- 


can University'  and  an  expert  on  iPOs. 
An  example:  Brite  Voice  Systems, 
which  makes  computerized  voice  sys- 
tems for  telephone  ser\ices,  went 
public  at  $12.50  a  share  in  September 


1989,  raising  $19  million. 

Brite  Voice  had  just  introduced  a 
new  system,  and  had  signed  a  couple 
of  large  contracts.  Because  one  of  the 
systems  was  going  to  take  a  year  to  be 
fully  installed,  Brite  Voice  started 
booking  revenues  under  the  "per- 
centage of  completion"  method.  This 
allows  companies  to  record  a  percent- 
age of  the  revenue  as  parts  of  the  work 
are  performed. 

Out  of  the  $8.7  million  in  revenue 
shown  in  Brite  Voice's  offering  pro- 
spectus for  the  first  six  months  of 
1989,  $3.4  million  was  for  the  partial- 
ly completed  contract.  But  guess  what 
happened  the  next  year.-  Brite  \'oice 
fought  with  its  other  customer,  and 
had  to  take  a  $460,000  writeoff  for 
revenue  recognized  but  still  uncol- 
lected. Brite  Voice  now  trades  at  less 
than  half  its  offering  price. 
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Last  October's  preliminary  pro- 
spectus for  apparel  maker  Warnaco 
Group's  initial  public  offering 
showed  a  healthy  surge  of  earnings 
improvement:  1990  profits  were  $5 
million,  following  two  years  of  losses. 
But  on  Oct.  1 1 ,  the  very  day  Warnaco 
sold  6  million  shares  for  $20  each,  the 
company  sent  investors  a  new  and 
revised  prospectus.  Surprise!  That  $5 
million  profit  had  suddenly  turned 
into  a  $17  million  loss. 

What  happened  to  Warnaco's  prof- 
its.'' While  reviewing  the  company's 
registration  materials,  the  Securities 
&  Exchange  Commission  found  that 
Warnaco  had  not  assigned  any  good- 
will to  the  1990  sale  of  its  Activewear 
division  to  a  group  of  investors  that 
included  Warnaco  officials. 

The  result  was  a  last-minute,  $22 
million  writeoff,  which  reduced  the 
company's  earnings  by  a  like  amount. 
Warnaco  is  now  trading  well  above  its 
offering  price,  thanks  to  the  strong 
market.  But  investors  should  be  ask- 
ing questions  about  managers  who 
overlooked  a  $22  million  writedown. 

Normally,  material  changes  should 
be  disclosed  to  investors  before  an 
issue  is  priced.  But  if  a  company 
springs  a  surprise  on  you,  reputable 
underwriters  usually  give  you  up  to 
five  days  to  cancel  your  order  if  you 
find  something  in  the  final  prospectus 
you  don't  like. 

Here's  another  red  flag:  rising  in- 
ventory levels,  or  accumulating  re- 
ceivables. Consider  Laser- Pacific  Me- 
dia, which  provides  TV  networks  with 
postproduction  services  such  as 
sound  effects.  Laser- Pacific  went  pub- 
lic last  summer  at  $6  a  share,  raising 
$6.6  million. 

In  the  prospectus,  the  company 
disclosed  that  $750,000  of  its  $2.5 
million  in  trade  receivables  for  the  six 
months  ended  June  30,  1991  were 
past  due,  and  that  nearly  $500,000  of 
those  were  90  days  past  due.  In  other 
words,  its  customers  weren't  paying 
up  for  the  company's  services. 
"That's  the  sign  of  a  big  problem," 
says  American  University's  Schilit. 
The  stock  was  recently  at  $3. 

It's  no  fun  wading  through  the 
modern  offering  prospectus.  But  un- 
less vou'rc  willing  to  do  some  hoiue 
work,  you  shouldn't  even  think  about 
buying  new  ly  issued  stock,  especially 
in  a  frothy  market  like  this  one.      Bi 
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Bally  Manufacturing's  chairman  says  he  scarcely 
knows  his  big  new  shareholder,  Robert  Brennan. 
Maybe  he  should  ask  his  president  to  introduce  them, 

Tirojan  horse  .^ 


By  Gretchen  Morgenson 

Federal  SECURITIES  regulators  finally 
forced  Robert  E.  Brennan  to  fold  liis 
First  Jersey  Securities  (Forbes,  July 
16,  1984)  in  1986,  but  not  before 
innocent  investors,  lured  by  cosdy  TV 
and  print  advertising,  were  fleeced 
out  of  tens  of  millions  of  dollars. 
Brennan  paid  penny  ante  fines  but 
apparendy  escaped  with  much  of  his 
ill-gotten  fortune  intact. 

Last  month  Brennan  reemerged 
fi'om  obscurity  with  the  announce- 
ment that  he  had  made  a  more  than 
$16  million  investment  in  Bally  Man- 
ufacturing Corp.,  the  $2.1  billion 
(1990  revenues)  gaming  giant.  As- 
suming the  New  Jersey  Casino  Con- 
trol Commission  approves  Brennan's 
purchase  of  Bally's  common  stock 
and  convertible  bonds,  Brennan 
would  become  Bally's  largest  share- 
holder, with  6.8%  of  the  company. 
Bally  Chairman  Arthur  Goldberg  has 


just  2.5%.  (Options  could  bring  that 
to  roughly  5%.) 

Goldberg  says  he  scarcely  knows 
Brennan  and  will  treat  Brennan  like 
any  other  investor.  But  if  he  really 
wants  to  know  more  about  Brennan, 
maybe  Goldberg  should  ask  his  num 
ber  two  man.  Bally  President  Richard : 
Gillman;  GiUman  and  Brennan  have 
been  investors  together  before  and 
have  a  good  ftiend  in  common.  A  20- 
year  veteran  at  Bally,  Gillman  has  run 
the  company's  Park  Place  casino  in 
Adantic  City  since  1977. 

Gillman  and  Brennan  invested  to- 
gether in  Digital  Products  Corp.  This 
little  producer  of  electronic  de\ices  is 
a  tvpical  Brennan  company:  small 
float,  big  market  capitalization  and' 
ver\'  litde  actual  business.  Although  it 
lost  $2  million  in  its  latest  fiscal  year 
(ended  last  Mar.  31)  on  sales  of  S4 
million.  Digital  has  a  market  value  ot 


Robcit  F.  Hreniian,  former  penny  stock  magnate 

Out  of  th*  backwaters,  he's  In  tha  Mg  laaguas  now. 
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Value  of  shares  acquired  ttirough  reinvestment 
of  dividends  from  income  (S7. 1 1 9) 

Value  of  shares  initially  acquired  ($14,694) 
plus  shares  accepted  as  capital  gains  dtsirv 
butions  (SI  9,476) 


The  chart  above  illustrates  the  cumulative  total  return  of  an  initial  SlO.OOO  investment  in  the  Fund  from  June  I,  1981  (inception)  to  December 
31,  1991.  The  Fund's  results  shoun  should  not  be  considered  as  a  representation  of  the  dividend  income  or  capital  piin  or  loss  which  mav  realired 
from  an  investment  made  in  the  Fund  today.  Initial  net  asset  value  is  the  amount  received  by  the  Fund  after  deducting  the  maximum  sales 
commission  of  8.5%.  The  actual  sales  commission  on  an  investment  of  $10,000  is  7-75%  as  described  in  the  prcispev'tus.  No  adjustment  has  been 
made  for  any  income  taxes  payable  by  shareholders.  The  results  reflect  the  deduction  of  all  fees  and  and  expenses.  The  amount  of  capital  ):ains 
distribution  of  all  fees  and  expences,  the  total  amount  of  dividends  reinvested  was  $6,564.  The  average  annual  total  return  for  the  Fund  for  the  one 
and  five  vcar  periods  and  since  inception  ending  December  31,  1991  was  +27.6%,  ■f7.6"o  and  +15.6'\>,  respectively.  Total  return  quotations 
reflect  the  deduction  of  the  maximum  initial  sales  charge,  deduction  of  a  proportional  share  of  Fund  expenses  on  an  annual  basis  and  assume  that 

all  dividends  and  distributions  are  reinvested  when  paid.  For  a  free  prospectus  containing  more  complete  infom»ation,  including  all  ih-"' ' 

expenses  call   l-HOO-325-9950.  Read  the  prospectus  carefully  before  you  in\est  or  send  money.  The  in\estment  return  and  principal  » 
investment  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may   be  worth  more  or  less  than  their  initial  cost.     The  p'  r 
infornution  shown  represents  past  historical  performance  and  is  not  an  indication  of  the  Fund's  future  performance.  'Lipper  Analytical  >er\ui>. 
Inc.,  an  independent  mutual  fund  performance  monitor,  ranked  Smaller  Companies  Growth  Fund  #1  out  of  45  mutual  funds  for  the  1  year  period 
ended   12-31-91.  Lipper  rankings  do  not  include  the  effect  of  a  sales  charge.  Rankings  may  be  different  if  a  sales  charigc  were  taken  into 
consideration.  Templeton  Funds  Distributor,  Inc.,  P.O.  Box  3  3030,  St.  Petersburg,  FL  3^73  3. 


"They  must  be  lucky/^ 


Robert  Brennan 


Bally's  Park  Place 
casino  in 
Atlantic  City.  N.J 
The  crown  jewel 
in  Brennan's 
expanding 
entertainment 
empire? 


over  $100  million.  Through  a  compa- 
ny he  controls  called  ccc  Franchising 
Corp.,  Brennan  owns  35%  of  Digital. 

The  two  men  share  other  interests. 
Gillman  is  a  close  friend  of  Franklin  N. 
Wolf,  owner  of  F.N.  Wolf  &  Co.,  a 
Manhattan-based  bucket  shop  bro- 
kerage. Wolf  took  over  some  of  First 
Jersey's  brokerage  offices  after  Bren- 
nan sold  his  retail  operations  amid 
charges  of  securities  fraud  in  1986. 

Wolfs  other  Brennan  connections? 
The  firm  has  underwritten  some  com- 
panies Brennan  controls,  and  John 
Dell,  who  heads  Wolfs  retail  opera- 
tions, was  Brennan's  number  two  at 
the  notorious  First  Jersey. 

Last  June  Wolf  raised  $11.5  million 
in  an  offering  of  units  in  Great  Ameri- 
can Recreation,  Inc.,  a  New  Jersey 
resort  and  theme  park  company  in 
which  Brennan  is  a  major  stockhold- 
er. Wolf  docs  business  with  Ballv's 
Richard  Gillman,  too.  In  July  1989 
F.N.  Woli  underwrote  an  initial  pub 
lie  offering  of  3  million  shares  of 
Ma.scott  (-orp.,  a  Jersey  City-ba.sed 
restaurant  chain,  at  $2.50  a  share.  Mas- 
cott's  chairman:  Richard  Gillman. 

Knowing  CJillman  .seems  to  have 
stood  the  Wolf  firm  in  good  steail.  fast 
November  l-.N.  Wolf  comanagcd  a  .^ 
million-share  spinoff  of  Bally  Gaming 
International,  Inc.,  the  companv's 
gambling    machine    operations — an 
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exceptionally  high-quality  issue  for  a 
firm  with  Wolfs  reputation.  The 
stock  came  out  at  $12;  it  is  now  near 
$23.  Bally  Gaming's  chief  executive: 
Richard  Gillman. 

Does  Brennan  lust  for  control  of 
Bally  and  its  $2.1  billion  in  revenues.'' 
Is  Gillman  his  Trojan  horse  inside  the 
company,  a  potential  ally  against 
Chairman  Goldberg.^  Gillman  says 
not,  and  Brennan  says  he  has  no 
intention  of  taking  over  Bally.  But  no 
one  should  seriously  believe  he  is  just 
a  passive  investor.  In  any  case,  his 
association  with  Gillman  could  help 
him  gain  influence  in  the  company. 

Brennan  has  assembled  control  po- 
sitions in  a  ragtag  group  of  thinly 
traded  public  companies.  His  Inter 
national  Thoroughbred  Breeders, 
Inc.  ($71  million  in  revenues)  owns 
the  Garden  State  Park  racetrack  in 
Cherr)'  Hill,  N.J.  Great  American 
Recreation  ($21  million  in  revenues) 
owns  Vernon  Valley,  a  New  Jersey  ski 
resort,  and  Action  Park,  a  nearby  sum 
mer  amusement  properU'.  His  C'hefs 
International,  Inc.  ($15  million  in 
revenues)  runs  nine  seaf(H)d  and  crepe 
restaurants  in  New  Jersey  and  Florida. 

Brennan's  present  enteq">ri.ses  arc 
iinpiotiiable;  together  the\  have  lost 
$83  million  in  the  past  five  years. 
1  bulling  up  with  Ballv  could  mean  a 
lin.incial  bonan/a  for  these  struggling 


concerns.  For  instance,  50%  of  the 
revenues  at  Brennan's  Garden  State 
Park  racetrack  come  fi-om  simulcast- 
ing horse  races  to  and  from  other 
tracks.  If  he  were  to  broadcast  those- 
races  into  Bally's  casinos,  his  simulcast ' 
revenues  would  skyrocket. 

And,  on  its  own.  Bally  is  a  tempting 
prize.  Its  two-year- long  restructuring 
efforts  are  finally  bearing  fruit.  Gold- 
berg replaced  Bally's  former  chair- 
man, Robert  Mullane,  in  1990  and 
installed  Gillman  as  president.  As  of 
September  1991,  Goldberg  and  Gill- 
man had  reduced  debt  by  S300  mil- 
lion, to  $1.12  billion.  Bally  stcxk, 
which  traded  as  low  as  52. 88  last 
June,  has  rallied  to  around  $7.  In  a 
143  page  private  report  submitted 
last  June  to  the  New  Jersey  Casino 
Control  C(MiimissitMi  by  the  Dixision 
of  Gaming  Fnforcement,  Bally  man- 
agement forecast  that  by  SeptemK'r 
1992  it  winild  have  generated  some 
$60  million  in  excess  cash  to  fund 
operations  and  pay  dow  n  debt. 

The  worst  thing,  then,  that  cmild 
happen  lo  Bob  Brennan  WDuld  be 
that  he  cmild  earn  a  tat  profit  on  his 
Sl6  million  plus  investment  in  Bally, 
"fhe  best  thing — tor  him — would  1">C 
that  he  w  i>uld  end  up  in  the  executive 
suite.  Ytni've  got  to  hand  it  to  Bob 
Brennan:  He  sure  knows  how  to  land 
on  his  teet.  ^M 
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n   Value  ol  shares  acquired  through  reinvestment 
of  dividends  trom  income  ($8,984) 

■  Value  of  shares  initially  acquired  (S26,178) 
plus  shares  accepted  as  capital  gair^s  distn- 
butions  ($12,752) 


The  chart  above  illustrates  the  cumulative  total  return  of  an  initial  $10,000  investment  in  the  Fund  from  October  5,  1982  (inception)  to  December 
31,  1991.  The  Fund's  results  shown  should  not  be  considered  as  a  representation  of  the  dividend  income  or  capital  gain  or  loss  which  may  be 
realized  from  an  investment  made  in  the  Fund  today.  Initial  net  asset  value  is  the  amount  received  by  the  Fund  after  deducting  the  maximum  sales 
commission  of  8.5%.  The  actual  sales  commission  on  an  investment  of  $10,000  is  7.75"o  as  described  in  the  prospectus.  No  adjustment  ha-s  been 
made  for  any  income  taxes  payable  by  shareholders.  The  results  reflect  the  deduction  of  all  fees  and  expenses.  The  amount  of  capital  gains 
distribution  accepted  in  shares  was  $10,514,  the  total  amount  of  dividends  reinvested  was  $7,123.  The  average  annual  total  return  for  the  Fund  tor 
the  one  and  five  year  periods  and  since  inception  ending  December  31,  1991  was  +8.1%,  +15.8%  and  +18.5%,  respectively.  Total  return 
quotations  reflect  the  deduction  of  the  maximum  initialsales  charge,  deduction  of  a  proportional  share  of  Fund  expenses  on  an  annual  basis  and 
assume  that  all  dividends  and  distributions  are  reinvested  when  paid.  For  a  free  prospectus  containing  more  complete  information,  including  all 
charges  and  expenses  call  1-800-325-9950.  Read  the  prospectus  carefully  before  you  invest  or  send  money.  The  investment  return  and  principal 
value  of  an  investment  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  initial  cost.  The 
performance  information  shown  represents  past  historical  performance  and  is  not  an  indication  of  the  Fund's  future  performance.  'Lipper 
Analytical  Services,  Inc.,  an  independent  mutual  fund  performance  monitor,  ranked  Foreign  Fund  #1  out  of  31  mutual  funds  for  the  5  year  period 
ended  12-31-91.  Lipper  rankings  do  not  include  the  effect  of  a  sales  charge.  Rankings  mav  be  different  if  a  sales  charge  were  taken  inti.  consideration. 
Templeton  Funds  Distributor,  Inc.,  P.O.  Box  3  3030,  St.  Petersbuiv,  FL  3373  3. 


"They  must  be  on  a  roU/^ 


started  during  the  Great  Depression,  National  Bank 
of  Detroit  never  forgot  that  loans  can  go  bad.  Auto 
cycles  come  and  go,  but  this  bank  keeps  sailing  on. 

Bank  by  Fisher 


i 


By  Marcia  Berss 

When  business  people  in  Detroit  call 
National  Bank  of  Detroit  by  its  ini- 
tials, chances  are  they  are  referring  to 
the  bank's  hallmark  characteristic: 
"No  Bad  Deals."  NBD  is  Michigan's 
biggest  bank,  with  $31  billion  in  as- 
sets, and  one  of  the  country's  most 
consistently  profitable  big  banks  (it 


lion.  Its  average  loan  is  $400,000,  and 
NBD  never  participates  in  megacredits 
syndicated  by  the  big-city  banks. 
"There  is  a  theory  that  if  a  loan  is 
good  at  $10  million,  it's  ten  times  as 
good  at  $100  million,"  says  nbd's 
plainspoken  chairman,  Charles  Fish- 
er. "To  us,  that  is  not  true." 


Charles  Fisher, 
chairman  of  National 
Bank  of  Detroit 
Like  his  fattier 
(in  portrait), 
cautious, 
careful  and 
consistently 
profitable. 


ranks  24th  in  the  country). 

Aren't  the  U.S.  car  companies  in 
terrible  trouble?  You'd  never  know  it 
from  NBD.  Its  parent  holding  compa- 
ny, NBD  Bancorp,  earned  record  prof- 
its of  $293  million  ($2.49  per  share) 
and  a  solid  14.3%  return  on  equity  last 
year,  averaging  14.8%  over  the  past  six 
years.  Over  the  same  period  a  group  of 
23  comparable  regional  banks  had  m\ 
ROE  averaging  11.8%. 

Since  nbd  was  founded,  in  1933,  its 
management  has  kept  a  few  simple 
rules  in  mind.  One  rule:  Avoid  loan 
concentrations.  In  a  $10  billion  com 
mercial  loan  portlblio,  nhd  has  hardly 
any  loans  ot  $50  million  to  $65  mil 
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Another  rule:  Keep  a  close  eye  on 
borrowers  after  the  loan  is  made.  Fish- 
er himself  sits  in  on  a  weekly  review  by 
top  starters  of  e\er\'  loan  over  $5 
million.  Trouble  is  caught  early  and 
dealt  with.  The  result  is  that  nrd's 
charge-otf  for  bad  loans  last  year  was  a 
tiny  0.49%)  of  outstanding  loans,  bare- 
ly a  third  of  the  1 .27%  average  posted 
by  other  big  regional  banks,  nbd's  net 
charge-otVs  have  never  topped  0.5%. 

The  auto  industr>-  is  embedded  in 
nbd's  histoiT.  The  bank  was  tounded 
by  General  Motors,  so  that  its  workers 
could  cash  paychecks  during  the  He 
pre.ssion.  (ciM  long  agt>  .sold  its  NBD 
stock.)  C'harlcs  Fisher's  grandfather 


helped  establish  Fisher  Body,  whi^ 
made    Body- by- Fisher   auto   fi-ami 
for,  and  was  later  bought  by,  GM.  His 
father  ran  the  bank  in  the  mid-1950s. 

Perhaps  because  the  Fishers  know 
firsthand  the  treachery  of  auto  indus- 
try cyclicalit) ,  Charles  Fisher  has  kept 
NBD  at  a  distance  from  the  carmakers. 
Today  just  9%  of  nbd's  corporate 
loans  involve  the  auto  sector.  Most  ot 
these  borrowers  are  midsize  compa- 
nies with  up  to  S250  million  in  sales; 
many  are  suppliers  of  long-lead-time 
items,  such  as  tooling,  nbd  mosdy 
avoids  lending  to  the  more  volatile 
parts  suppliers,  except  when  there  is 
obvious  high  growth.  A  recent  exam- 
ple would  be  airbags. 

With  loan  growth  slow  at  home, 
Charles  Fisher  is  also  building  careful- 
ly. He  has  used  nbd's  strong  stock 
(recendy29ashare;  12  times  earnings 
and  1.6  times  book  value)  and  solid 
balance  sheet  to  buy  nine  banks  in  the 
last  seven  years.  The  largest:  India- 
napolis' $6.6  billion  (assets)  INB  Fi- 
nancial Corp.,  acquired  in  March  in 
an  $876  million  stock  swap.  All  of  the 
acquired  banks  ring  Lake  Michigan, 
and  their  loan  portfolios  are  sound. 
"We  don't  know  how  to  run  a  trou 
bled  bank,"  Fisher  is  fond  of  sa\ing, 
"and  we  don't  want  to  learn  how." 

The  acquisitions  have  exposed  NBD 
to  more  consumer  loans,  which  earn 
higher  margins.  Consumer  loans  were 
only  6%  of  nbd's  portfolio  w  hen  Fish 
er  took  over  the  bank  in  1982;  today, 
they  are  21%.  But  that  doesn't  neces- 
sarily mean  more  risk.  Ironically,  one 
of  the  auto  industr\'s  biggest  bur- 
dens— labor  contracts  that  give  laid- 
off"  workers  95%  of  their  salarv'  for  up 
to  a  year — helps  cushion  nbi")'s  con- 
sumer loans  from  auto  industn*  lay- 
otft.  And  the  bank  limits  its  risk  by 
avoiding  gimmicks  such  as  pre-ap- 
proved credit  cards. 

Fisher  is  not  much  concerned  thalf 
his  central  business,  middle  market 
commercial  lending,  will  be  taken  by 
lumgr>-,  big  money  center  banks. 
I  .ending  to  mediiun  size  companies  is 
still  a  business  built  on  service  and 
relationships  more  than  on  price.  Sc* 
other  banks,  aggressively  trying  to 
grab  his  customers  in  order  to  grow 
fast,  don't  worr\'  Fisher:  "If  it  grows 
like  a  weed,  it  probably  is  a  weed, 
because  an  oak  diK'sn't  ga>w  that  way. 
We're  in  the  luk  business."  ^ 
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November  29.1954 
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Templeton  Growth  Fund  received 
the  1991  Lipper  Certificate  of 
Achievement  as  the  best 
performing  of  ALL 
Mutual  Funds 
for  the  30  year 
period  ended 
12/31/91. 
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1991 


1960 
December  31.  7955 


Value  of  shares  acquired  through  reinvestment 
ot  dividends  from  income  (S462.175) 

Value  of  shares  initially  acquired  ($423,514) 
plus  shares  accepted  as  capital  gams  distn- 
butions  ($645,798) 


The  chart  above  illustrates  the  cumulative  total  return  of  an  initial  $10,000  investment  in  the  Fund  from  October  5,  1*^82  (inception)  to  December 
il,  1991.  The  Fund's  results  shown  should  not  be  considered  as  a  representation  of  the  dividend  income  or  capital  jjain  or  loss  which  may  be 
realized  from  an  investment  made  in  the  Fund  today.  Initial  net  asset  value  is  the  amount  received  bv  the  Fund  after  deductinj;  the  maximum  sales 
commission  of  8.5%.  The  actual  sales  commission  on  an  investment  of  $10,000  is  7.Ti'\\  as  described  in  the  prospectus.  No  .idjustment  has  been 
made  for  any  income  taxes  payable  by  shareholders.  The  results  reflect  the  deduction  of  all  fees  and  expenses.  The  amount  of  capital  trains 
distribution  accepted  in  shares  was  $420,027,  the  total  amount  of  dividends  reinvested  was  $293,010.  The  averaj^e  annual  total  return  for  the  one. 
five  and  ten  year  periods  ended  December  51,  1991  was  +20. T'o,  +1  l.V/<i  and  +14.8'\>,  respectively.  Total  return  quotali(>ns  reflect  the  deduction 
of  the  maximum  initial  sales  charge,  deduction  of  a  proportional  share  of  Fund  expenses  on  an  annual  basis  and  asMinu-  that  all  dividends  and 
distributions  are  reinvested  when  paid.  For  a  free  prospectus  containing  more  complete  information,  including  all  charges  and  expenses  call  1-800- 
325-9950.  Read  the  prospectus  carefully  before  you  invest  or  send  money.  The  investment  return  and  principal  value  ot  an  investment  will 
fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  initial  cost.  The  performance  information  shown 
represents  past  historical  performance  and  is  not  an  indication  of  the  Fund's  future  performance.  'Lipper  Analytical  Seryices,  Inc.,  an  independent 
mutual  fund  performance  monitor,  ranked  (Jrowth  Fund  #1  out  of  153  mutual  funds  for  the  30  year  period  ended  12-31-91.  Lippi-r  rankings  do 
not  include  the  effect  of  a  sales  charge.  Rankings  may  be  different  if  a  sales  charge  were  taken  into  consideration.  Templeton  Funds  l^stributor,  Inc., 
P.O.  R>x  1 3030,  St.  Petersburg,  hT  3 37  3  3. 


"They  must  be  smart/' 


Nearly  bust  in  the  mid-1980s,  Valero  Energy 
now  seems  to  be  leaving  the  rest  of  the 
refining  industry  in  the  dust. 

Stubbornness 
rewarded 


By  Claire  Poole 

William  Grlehhy  is  a  tenacious  man. 
Named  to  run  a  pipeline  company 
that  Coastal  Corp.'s  imperious  Oscar 
Wyatt  spun  off  in  1980,  Greehey  de- 
cided to  diversify  his  new  company, 
Valero  Energy  Corp.,  into  refining 
unleaded  gasoline. 

Why  unleaded  gasoline?  Because 
Greehey  sensed  growing  shortages  of 
the  fijel  and  of  specialized  refining 
capacity  to  keep  up  with  demand.  He 
has  since  proved  his  hunch  right.  But 
he  nearly  lost  his  company  in  the 
process. 

Looking  for  cheap  feedstock  to  re- 
fine into  unleaded  gas,  Greehey  chose 
residual  fuel  oil,  or  "resid,"  the  thick 
substance  left:  after  crude  has  been 
refined  into  more  valuable  products. 
He  lined  up  supplies  of  resid  from 
Saudi  Arabian  refiners,  bought  an  old 
refiner\'  in  Corpus  Christi,  and  spent 
$600  million  to  build  a  new  refinery 
on  the  property'.  "The  headlines  in 
San  Antonio  said  buying  the  refinery 
was  the  biggest  mistake  we'd  ever 
make,"  says  Greehey. 

The  reporters  almost  had  it  right. 
As  Grcchey's  new  refinery  started  up 
in  mid- 1983,  its  citrate  scrubber  cor- 
roded from  all  the  acids  used  in  the 
process.  Fixing  it  took  months. 

Then,  in  March  1984,  Britain's 
coal  miners  launched  a  \carlong 
strike,  prompting  manulacturers 
there  to  fire  ihcir  boilers  with  Saudi 
resid.  Prices  went  sky-high.  Seeing  an 
opportunity,  Huropean  refiners  start- 
ed cranking  out  resid,  too,  producing 
lots  of  unleaded  gasoline  as  a  by 
product — which  they  then  dumpe«.l 
on  the  U.S.  market.  "Wc  got  hit 
twice,"  laments  Gieehev. 

Bv  November  1984  Valcro's  Cor- 


pus Christi  refinery  was  said  to  be 
losing  $250,000  a  day,  and  Valero's 
stock  had  dropped  to  as  low  as  SVs  a 
share  on  the  New  York  Stock  Ex- 
change from  about  20  a  year  earlier. 
The  word  around  San  Antonio,  Vale- 
ro's headquarters  town,  was  that  the 
company  was  heading  for  bankruptcy. 


Valero's 
Corpus  Christi 
refinery; 
Bill  Greehey 
His  hunch 
proved  right. 


But  Greehey  hung  on.  Hor  a  quick 
cash  infusion,  he  .sold  S0%  of  N'alero's 
West  Texas  pipeline  in  1985  to  Inter 
North  (now  Enron)  for  $68  million, 
plus  $12.5  million  worth  of  Valero's 
preferred  stock.  It  wasn't  enough.  By 
the  end  of  1986,  afier  just  three  full 
\ears  in  the  refining  business,  \'alero 
had  li)st  almost  $50  million  and  accu 
mulated  nearly  $900  million  in  debt. 

Still  Circehev  touuhed  it  out.   In 


March  1987  he  spun  oflr51%  of  Vale- 
ro's pipeline  operation  into  Valero 
Natural  Gas  Partners  Ltd.,  a  partner- 
ship set  up  to  get  debt  off  Valero's 
balance  sheet.  The  move  reduced  Va- 
lero's debt  load  by  $700  million  and 
saved  $45  million  a  year  in  interest 
expense. 

By  1988  refining  margins  had  al- 
ready started  to  improve.  This,  plus 
the  reduced  interest  burden,  enabled 
Valero  to  earn  $30.6  million  on  sales 
of  $770  million.  Earnings  last  year  hit 
$98.7  million  ($2.28  a  share)  on  reve- 
nues of  over  $1  billion. 

These  days  ever)thing  seems  to  be 
going  right  for  Greehey,  now  55. 
With  one  of  the  most  modern  and 
efficient  refineries  in  the  counuy,  Va- 
lero won't  have  to  spend  a  dime  to 
comply  with  the  1990  Clean  Air  Act 
refiner)'  standards.  By  contrast,  the 
law  will  cost  Valero's  competitors  an 
estimated  $30  bilhon  over  the  next 
five  years.  Ten  refineries — with  a 
combined  capacit)'  of  500,000  barrels 
a  day — have  already  announced  they 
will  close  down. 

While  other  refineries  are  closing 
their  doors,  Greehey  is  planning  to 
spend  nearly  $500  million  on  capital 
improvements  over  the  next  three 
years.  In  Februar\'  Valero  installed  a 
new  hydrocracker/reformer  unit  in 
Corpus  Christi  that  increases  the  re- 
finer\''s  gasoline  production  capacin' 
by  60%.  \'alero  also  broke  ground  on 
a  project  that  will  convert  butane  into 
MTBH,  a  key  ingredient  of  clean-burn- 
ing gasoline. 

Last  month,  with  its  stock  back  up 
to  30,  \'alero  raised  $75  million  in  a 
public  stock  offering  led  by  Lehman 
Brothers.  Greehey  says  he'll  use  the 
money  to  acquire  r\vo  natural  gas 
processing  plants,  450  miles  of  natu- 
ral gas  gathering  pipelines  and  a  59- 
mile  natural  gas  liquids  pipeline,  all 
from  troubled  OrNX  Encrg)'  Co. 

Betting  or.  a  free  trade  agreement 
with  Mexico,  Greehey  is  planning  to 
build  a  natural  gas  pipeline  extension 
to  Me\ici>,  and  is  negi>tiating  with 
Pcmex,  Mexico's  national  oil  compa- 
ny, to  build  a  jointly  owned  MiRH 
plant  just  .south  of  the  border.  Grce- 
licy  is  al.so  looking  at  bu\ing  refineries 
in  Eastern  Eun>pe  and  Canada,  with 
Uval  partners.  Such  are  the  rew ards  of 
sticking  with  a  sound  strategy  in  the 
face  of  apparent  defeat.  ^M 
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To  find  out  more 
about  Templeton's 

award  winning 
Mutual  Funds  call 

1^800^325^9950- 


j 


♦  Investments  of  $1  million  or  more  are  available  without  a  sales  charge,  and  are  ♦ 
subject  to  a  1%  redemption  fee  during  the  first  12  months  after  purchase. 


Tenipleton 


u  will  receive  a  pri->spcciu5  containing  more  compler I  n,  includr                                     x-aocs.   Read  it  ^  I. 

.J  income  troni.  an  investment  in  the  Templeton  Mij-  kc  ,in\  n                                      -caneoji-u;    i-  -..c. 

t  fv.M  limited  to  market,  currency  perfonnaiH:c  -  the-n>k  that  investn»ent  t^-  the  invotmcnt  manager  rt  tile  Funds  »nll  not 

A3>-s  he  protitable  or  prove  to  have  been  wise.  Ti  liK..  P.O.  Rw  ?30V.  St.  I  .  '7^^ 


To  all  the  hotels,  office  buildings  and 
golf  courses  for  which  the  Japanese  overpaid 
during  the  1980s,  add  Columbia  Pictures' 
television  unit. 

Living  o£f  its  past 


By  Kathryn  Harris 

The  most  sparkling  asset  Sony 
Corp.  got  in  its  $3.4  billion  purchase 
of  Columbia  Pictures  Entertainment 
Inc.  three  years  ago  was  Columbia's 
television  division.  Formerly  Screen 
Gems,  Columbia  Pictures  Television 
had  produced  solidly  successful  series 
ranging  from  Bewitched  in  the  1960s 


about  $240  million  in  operating  prof- 
its, nearly  twice  the  amount  of  Co- 
lumbia's movie,  video  and  theater 
businesses  combined. 

The  trouble  is,  Columbia  is  living 
off  its  past.  Those  earnings  are  largely 
from  programs  Columbia  launched 
years  ago.  Such  shows  as  Married 


Mel  Harris,  Television  Group  president  for  Sony  Pictures  Entertainment 

Can  he  work  the  same  magic  for  Columbia  that  he  did  for  Paramount? 


to  Police  Woman  in  the  1970s. 
Shrewd  acquisitions  in  the  1980s  add- 
ed Mcr\  Ciritlin  l-nterpiiscs  (Win- el  of 
Fortune,  Jeopardy!)  and  Embassy 
Television,  producer  of  Facts  of  Life, 
227 and  Who's  thr  Boss? 

Based  on  C'olumbia  Television's  re 
cent  profits,  Sony  has  no  complaints. 
In  the   (iscal  year  ending   Icb.   2^>, 
Columbia's  television  unit  generated 


.  .  .  il'ith  Children  (introduced  in 
1987)  and  Who's  the  Boss?  (launched 
in  1984)  are  now  doing  \er\  well  in 
syndication,  where  prt)gram  produc 
ers  make  their  real  money.  1. 1 coking 
ahead,  it's  hard  [o  see  where  the  next 
crop  of  syndicatable  shows  will  come 
from.  In  the  1^>88  89  seastin  not  one 
ol  Columbia's  three  new  scries  was 
renewed.  The  following  year,  all  six 


new  series  flopped.  In  1990-91  only 
Parker  Lewis  Can't  Lose  and  Baby 
Talk  (a  midseason  replacement)  sur- 
vived their  freshman  year. 

The  company's  current  lineup  of 
prime-time  shows  boasts  only  one 
series  (Desi£[nin£[  Women)  among  the 
top  ten  for  the  season.  That  show, 
now  in  its  sixth  season,  begins  airing 
reruns  this  fall.  But  the  next-best 
prospect  for  syndication — the  moder- 
ately popular  Parker  Lewis  on  Fox — 
probablv  won't  be  available  for  reruns 
until  the  fall  of  1994. 

If  the  pipeline  dries  up,  it  won't  be 
for  lack  of  pump  priming.  Columbia 
poured  over  SI 00  million  into  deals 
with  big- name  writers  and  producers 
that  yielded  no  home  runs  (Forbes, 
Nov.  12,  1990).  At  the  peak  of  its 
spending,  Columbia  shelled  out 
about  $40  million  annually  on  writers 
and  producers.  One  of 
them,  Hugh  Wilson,  had 
built  a  great  record  creating 
shows  (Frank's  Place  and 
WKBP  in  Cificinnati)  for 
other  studios.  But  in  a  two- 
year  deal  at  Columbia,  his 
lone  series  effort — TJje  Fa- 
mous Teddy  Z — bombed. 

Meanwhile,      Columbia 
missed  a  great  opportunity 
by  failing  to  develop  origi- 
nal programming  for  sale 
direcdy  to  stations  in  the 
"first-run        syndication" 
business.    That's    an    area 
that    Paramount    Pictures 
tapped  effectively  with  such 
popular    shows    as    Fnter- 
tainmcnt  Tonijfht,  The  Ar- 
senio  Hall  SJjow  and  Star 
Trek:  lln-  Next  Generation. 
Say  this  for  Sony.  Rather 
than  throw  in  the  tow  el,  it  is 
recognizing    the    mistakes 
and     moving    to    ctirrect 
them.  Alan  Lc\nne,  the  ex- 
ecutive w  ho  oversees  tclcNT- 
sion  as  president  and  chief 
operating  tUlicer  c^f  Sony  Pictures  En- 
tertainment, began  moving  forcetlilly 
last  fall.  He  started  a  third  TV"  unit  {in 
addition  to  Cx^iumbia  and  McrN"  Grif- 
fin), called  TriStar  Television,  by  ac- 
quiring most  ot  the  lA"  projects  and 
executives  of  New  World  Entertain 
ment    ltd.,  an   aggressive   indepen 
dent.    Then,  in   Febaiarv',  Sony  re- 
placed Gap.-  Lieberthal,  the  newly  rc- 
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BMW  provides  a  more  rewarding  benefit 
than  pursuit  of  a  corner  office. 

Taking  form  in  the  seamless  acceleration 
of  the  twin-cam,  three-cylinder,  740cc  BMW 
'K75RT  or  K75S.  Motorcycles  that  make 
jtting  distance  between  you  and  the  commercial  world  a 
^eet,  and  very  moving,  experience. 

If  you  haven't  ridden  two  wheels  recently  you'll  be  de- 
jhted  how  much  ground  BMW  has  covered.  And  when  you 
<it  the  straight  and  narrow  for  distant  shores,  you'll  find  the 
y  finger-light  response  loses  nothing  in  translation. 
If  the  aerodynamic  good  looks  don't  stop  you,  be  con- 


fident the  world's  first  antilock  braking  system  for  motor- 
cycles will.  Even  in  a  panic  situation  on  slippery  surfaces. 
BMW's  patented  ABS  helps  you  stop,  safe  and  sure. 

A  three-year,  unlimited  mileage,  limited  warranty  carries 
our  heritage  of  longevity  even  further. 

So  if  you  find  a  bigger  life  more  compelling  than  a 
bigger  office,  call  800-345-4BMW  to  arrange  a  test-ride  at 
your  nearest  participating  BMW  motorcycle  dealer. 

You'll  be  surprised  how  much  you  get  for  yc. 

And  at  how  different  the  world  looks  when 
you're  sitting  behind  a  pair  of  handlebars.  Instead  | 
of  behind  a  desk      WORTH  THE  OBSESSION. 


M  ir  f-r-iOnoi/ 
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Columbia's  TV  unit 


tired  chairman  of  Columbia  Pictures 
Television,  with  Television  Group 
President  Mel  Harris,  the  former  Par- 
amount executive  credited  with  turn- 
ing that  studio  into  a  big  success  in 
first-run  syndication.  Unlike  Lie- 
berthal, Harris  will  have  the  Merv 
Griffin  unit  reporting  to  him  as  well. 

Harris'  mandate  from  Levine  is 
clear:  pare  the  costs  in  network  pro- 
duction and  develop  projects  for  first- 
run  syndication  and  cable  TV,  a  busi- 
ness that  will  soon  be  demanding 
huge  quantities  of  programming  to 
fill  its  capacious  channels  (see  story,  p. 
80).  Harris,  49,  says  he  plans  to  cut  by 
50%  what  Columbia  spends  on  "tal- 
ent" deals  in  1993  from  fiscal  1991 
levels,  which  Hollywood  sources  have 
put  at  $40  million.  This  is  bad  news 
for  Los  Angeles  real  estate  agents  and 
Mercedes  dealers,  but  it  will  go  down 
well  at  Sony's  Tokyo  headquarters. 

Already  on  the  table  for  first-run 
syndication  production:  a  proposal 
from  King  World  Productions  to  join 
in  a  relaunch  of  Hollywood  Squares. 
Cheap  to  produce,  hit  game  shows 
coin  money.  The  wildly  popular  Grif- 
fin-produced game  shows,  Jeopardy! 
and  Wheel  of  Fortune,  bring  Columbia 
an  estimated  $100  million  in  annual 
operating  income. 

Meanwhile,  the  TriStar  unit  is 
pressing  ahead  with  made-for-TV 
movies  and  foreign  coproductions 
such  as  the  upcoming  show  about  a 
vampire  cop  solving  crimes,  tentative- 
ly called  Nick  Knight.,  to  air  on  CBS  in 
the  U.S. 

The  best  new  prime-time  prospect 
from  Columbia:  Norman  Lear's  po- 
litical satire.  The  Powers  That  Re, 
which  was  recently  added  to  nbc's 
Saturday  night  lineup.  The  future 
looks  less  certain  for  Sihs,  the  first  of 
three  series  that  James  L.  Brooks 
( Taxi,  The  Simpsons)  has  promised  to 
deliver  for  C-olumbia.  Sibs  is  tempo- 
rarily off  the  ABC  schedule,  even 
though  1 5  fresh  episodes  arc  waiting 
to  be  aired. 

Scott  Siegler,  president  of  the  C'o- 
lumbia  Pictures  Television  unit  that 
made  the  costly  talent  deals,  says, 
"You  have  to  be  ver\'  patient  with 
thcvse  things,  and  sometimes  thc\'re 
so  expensive,  it's  hard  to  be  patieni." 
Rut  having  paid  so  much  tor  C'oluni 
bia,  Son\'  doesn't  really  have  much 
choice.  tM 


Just  because  you're  a  bureaucrat 
doesn't  mean  you  can't  use 
smart  marketing  techniques 
to  move  unwanted  merchandise. 

Motivated  seller 


By  William  P.  Barrett 

If  you  think  government  bureau- 
crats move  slowly,  watch  Carmen  Sul- 
livan, vice  president  of  the  Resolution 
Trust  Corp.  for  its  Texas  region,  hus- 
tle. At  a  furious  pace,  she  and  her 
1,400  employees  are  liquidating  the 
repossessed  real  estate  and  other  as- 
sets of  137  busted  savings  and  loans  in 
what  should  have  been  called  the 
Loan  Star  State. 

Since  becoming  the  RTC  region's 
first  employee,  in  August  1989,  Sulli- 
van, who  is  47  and  has  spent  her  career 
working  in  financial  regulation,  has 
collected  $35  billion  in  cash  and  notes 
receivable,  mostly  the  former.  Prop- 
erty still  left  to  be  sold  over  the  next 
four  years  is  expected  to  fetch  $23 
billion.  By  October  she  expects  to 
have  sold  another  $7.7  billion 
worth — a  pace  of  nearly  $150  million 
a  week — of  mortgages,  see- through 
buildings,  marina  slips  and  other  de- 
tritus of  the  easy-credit  days. 

Sullivan's  secret.^  "Flexible  pricing 
and  seller  financing,"  she  replies.  The 
Dallas- based  regulator  sees  her  job  as 
getting  the  repossessed  collateral  off 
the  taxpayers'  books  at  a  reasonable, 
but  not  necessarily  profitable,  price. 
She  holds  no- minimum -bid  auctions 
on  some  properties.  To  drum  up  in- 
terest, she  sponsors  free  real  estate 
investment  seminars  and  promotes 
them  heavily. 

Rut  her  best  lures  are  financial;  In 
the  last  year  she  has  started  ofVering 
nonrecourse   loans  to  buyers,  with 
down  payments  of  as  little  .is   15%. 
Sulli\  an  has  even  financed  some  com 
mercial  property  sales  with  cash  tlow 
mortgages,  in  which  the  ninthly  pay 
mcnt  is  a  set  percentage  of  the  month 
ly  income  the  purchaser  generates. 

"When  I  say  we're  the  most  ag 
gressive  of  the  liquidating  agencies, 
we  mean  it,"  she  savs. 
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The  RTC's  Carmen  Sullivan 
"We  listen  to  ttie  market." 


Still,  selling  much  of  this  distressed 
merchandise  isn't  easy.  Many  of  the 
properties  lack  clear  title.  .\nd  Sulli- 
van's vigorous  efforts  to  clear  the 
decks  have  angered  hard-strapped  de- 
velopers, w  ho  say  the  massive  sales  are 
depressing  their  own  propert\'  \alues 
and  putting  them  under  water.  To 
which  Sullivan  replies:  "We  listen  to 
the  market." 

Her  remaining  inventory'  includes 
2,700  single -family  homes  and  2,100 
commercial  pri>perties,  man\  in  a  sor- 
r\'  state.  Among  them:  500  office 
buildings,  499  retail  facilities,  35  res- 
taurants, 29  boat  slips,  7  parking  lots, 
6  golf  courses  and  6  churches.  Also  to 
be  dealt  with:  13,500  lawsuits. 

HIsewhere  within  the  RTc ,  officials 
may  wish  they'd  held  on  to  their 
repossessed  junk  bonds  a  little  longer 
rather  than  selling  at  the  bottom  of 
the  market.  Rut  Sullivan — whose  re- 
gion had  few  junk  Kinds — saN's  she 
won't  hold  on  to  the  RTt  's  200,000 
acres  of  raw  land  in  Texas  on  the  hi>pc 
that  it  will  rise  in  value.  Sa>T»  she: 
"We're  not  speculators."  §■ 
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A  promise  to  keep  a  disabling  injury  rrom  nurting  tnem  in  tne  pocketDook. 


A  promise  to  make  sometning  like  braces  ror  tne  kids  little  more  tban  paperwork. 
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A  promise  to  make  all  tbe  nours  tbey  put  in  now,  pay  orr  later. 


Notliin^  iiiiids  us  one  to  tne  other  like  a  promise  kept.  Notnin^  divides  us  like  a  promise  nroken.  y\t  MassMutual 
we  believe  in  keeping  our  promises,    fnat  way  all  tne  families  ana  liusinesscs  tliat  rely  on  us  tan  keep  tneirs. 


O  1990  MassachuseOs  MuluaJ  L<lc  Insuiance  Co   SpingMd  MAOIlii 


MassMutual 

Wc  nclp  you  keep  your  promises. 
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How  do  you  turn  a  commodity  item  into  a  hot  brand? 
Ask  James  Throneburg,  inventor  of  the  measurably 
better  athletic  sock. 

The  foot's  Mend 


By  Gretchen  Morgenson 

THERE'S  NOTHING  scx)'  about  athletic 
socks.  Cotton,  white,  maybe  with  a 
stripe  or  two.  Otherwise  they're 
about  as  generic  as  a  product  can  get. 
Sports  socks  are  big  busirfess,  though: 
Almost  S500  miUion  w  orth  are  sold  at 
retail  annualK-  in  the  U.S.,  mainly  by 
big  outfits  like  Wigwam  Mills,  Fox 
River  and  BurUngton. 

Now  add  to  that  list  James  Throne- 
burg's  privately  held  Thor-Lo  Inc., 
which  did  S30  miUion  in  revenues  last 
year.  Just  as  Nike  and  Reebok  took 
the  everyday  sneaker  and  redesigned 
it  into  a  specialized  shoe  for  running, 
walking,  basketball,  tennis,  squash, 
aerobics  and  so  on,  so  Throneburg 
created  sport- specific  socks.  Thor- 
Ix>'s  "foot  equipment,"  as  Throne- 
burg calls  it,  now  includes  socks  de- 
signed for  18  different  sports,  includ- 
ing tennis,  aerobics  and  basketball. 

Founded  in  1953  by  Throneburg's 
parents,  the  Statesville,  N.C. -based 
company  got  its  start  producing  boot 
socks  for  the  U.S.  militar*-.  By  the 
mid-Sixties  the  company  was  making 
private-label  socks  for  Footjoy,  Izod 
and  other  name-brand  manufactur- 
ers. But  Throneburg,  a  big  and  burly 
man  who  skipped  college  and  went  to 
work  as  a  knitting  machine  operator 
for  his  parents  in  1958,  reckoned  he 
could  ditTcrciitiate  even  jocks'  socks. 
"I  wanted  to  have  a  brand  name 
prcxluct,"  says  Throneburg,  "some 
thing  people  would  come  back  for." 

Throncburg's  break  came  in  the 
form  of  a  chance  1 965  encounter  with 
Cynthia  Sullivan,  then  a  golf  profes 
sional  on  the  ladies'  circuit.  "C>\TUhia 
said,  'Make  me  a  sock  that  won't  give 
me  a  tan  line  and  that  won't  slip  mto 
my  golf  shtKv'  "  After  cxpcrimeming 
for  almost  a  year,  someone  in  Ihor 
Lo's  mill  came  up  with  the  roll  top 
sock,  which  has  a  tern,  cloth  ridge  at 
the  ankle  that  keeps  the  scKk  from 


drooping.  Throneburg  prompdy  pat- 
ented the  design  and  began  produc- 
ing the  socks  for  Izod  and  Bonnie 
Doon.  "Soon  we  were  making  noth- 
ing but  the  roll -top  and  I  saw  my  way 
out  of  the  mill,"  says  Throneburg, 
who  took  over  as  president  in  1970. 

Next,  Throneburg  came  up  with  a 
specially  padded  sock  for  cowboy 
boots,  which  Thor-Lo  manufactured 
for  western  bootmaker  Justin  Boot 
Co.  But  Throneburg's  most  profit- 
able epiphany  came  during  a  1978 
stint  at  a  weight- loss  clinic.  To  get  his 
weight  down,  Throneburg  was  told 
to  walk  8  miles  a  day.  "Fine,  but  my 
feet  were  killing  me,"  he  recounts, 
relishing  the  ston.'.  "So  I  had  the  idea 
to  make  a  sock  with  as  much  tern*  as 


you  could  put  in  the  sole,  without 
making  it  too  thick  in  the  arch." 

The  result,  after  many  design  at- 
tempts: Thor-Lo  Padds,  socks  with 
high-densit)-  padding  at  the  ball  and 
heel  of  the  foot  that  protects  the  foot 
from  friction  and  injur\-,  and  cuts 
down  on  blisters  and  athlete's  foot 

Throneburg  decided  to  market  his 
new  padded  socks  under  Thor-Los 
own  name.  At  first,  store  owners 
shrugged.  Then  they  realized  how- 
much  more  lucrati\e  it  was  to  sell  a 
pair  of  Thor-Los  than  a  competitor  s 
socks.  At  about  57.50  a  pair,  Thor- 
Los  are  almost  double  the  price  of 
standard  athletic  socks.  But  on  a  stan- 
dard keystone  markup,  nearly  54  on 
even,  pair  of  Thor-Lo  Padds  went 
into  the  retailers'  pcKkets. 

In  1986,  .Tfter  winning  over  some 
key  retailers,  Throneburg  began  ex- 
panding his  line  of  densely  padded 
socks  to  include  spon-spccific  socks 
for  tennis,  cycling,  hiking,  aerobics 
and  basketball.  Each  has  padding 
placed  in  areas  where  the  foot  takes 
the  most  pounding.  In  most  stores, 
Thor-Lo's  different  socks  are  dis- 
played on  the  wails  so  shoppers  can 
feel  how  thick  they  are. 

Thanks     in     large     measure     to 


James  Throneburg  of  Thof-Lo  Inc 
ComfortaM*  sock*  mak*  for  oishy  margins. 
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Throneburg's  pioneering  work, 
sport-specific  socks — sold  in  both 
large  and  small  sporting  goods  stores 
across  the  nation — are  now  a  $150- 
million-a-year  business  at  retail.  De- 
spite several  imitators,  Thor-Lo's 
share  of  that  market  was  almost  50% 
last  year — the  more  impressive  con- 
sidering that  Thor-Lo  spent  just 
$47,000  on  promotional  advertising 
during  the  same  period. 

That  figure  does  not  include 
Throneburg's  one  concession  to 
modern  sports  marketing:  signing  up 
tennis  celebrity  Martina  Navratilova 
to  be  Thor-Lo's  spokesperson.  But 
even  this  arrangement  was  unusual  in 
that  it  was  Navratilova  who  pursued 
Thor-Lo.  "This  is  the  best  sock  I  ever 
put  on,"  she  tells  Forbes.  "So  I 
wasn't  going  to  approach  anybody 
else.  That  was  the  sock  that  I  wanted 
to  wear."  She  agreed  to  accept  much 
less  than  she  could  have  earned  for 
another  sock  endorsement. 

Among  other  endorsements:  Thor- 
Lo  is  an  approved  sock  supplier  to  the 
U.S.  Postal  Service. 

So  successftil  has  Throneburg  been 
at  building  Thor-Lo's  brand  image 
that  last  year  the  company  discontin- 
ued its  private-label  manufacturing 
altogether. 

Throneburg  contends  there  is 
enormous  potential  to  expand  his 
sales,  and  he's  probably  right.  With 
people  living  longer  and  trying  to 
remain  active  longer,  preventive 
health  care  for  feet  is  big  business. 
Thor-Los  have  won  praise  fi-om  the 
American  Pediatric  Medical  Associa- 
tion, and  several  medical  journals 
have  published  studies  demonstrating 
the  benefits  of  wearing  Thor-Lo 
Padds  among  patients  with  foot  prob- 
lems that  result  from  diabetes  and 
rheumatoid  arthritis.  To  meet  de- 
mand, David  Higgins,  Thor-Lo's 
chief  operating  officer,  says  the  com- 
pany is  investing  $2.5  million  this 
year — almost  10%  of  revenues — to 
expand  the  company's  North  Caroli- 
na plant.  Another  $7  million  or  so  will 
go  into  research,  development  and 
ne\N'  knitting  machines. 

"We'll  keep  trying  new  designs  ind 
fiber-yarn  combinations,  anything 
that  will  make  feet  feel  better," 
Throneburg  says.  "I'm  only  interest- 
ed in  what  the  consumer  will  come 
back  for."  Hi 


Sam  and  Libby  Edelman  left  Esprit  de  Corp.  in  a  huff 
five  years  ago.  Their  new  company,  Sam  &  Libby  Inc. 
is  the  best  kind  of  revenge. 

Take  my 
Porsche,  please 
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By  Zina  Sawaya 
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Sam  &  Libby  founders  Sam  and  Libby  Edelman 
Venture  capitalists  said  no.  Customers  said  yes. 


Five  ykars  ago  Sam  Edelman  walked 
into  his  office  at  Esprit  dc  Corp.,  the 
trendy  apparel  manufacturing  com- 
pany based  in  San  Francisco.  There  he 
was  unexpectedly  confronted  by  a 
new  boss.  The  new  man  told  Edelman 
he  would  no  longer  be  reporting  to 
Esprit's  founders,  Douglas  and  Susie 
Tompkins,  and  would  no  longer  be 
paid  a  percentage  of  sales — it  wmild 
just  be  straight  salars-  from  then  on,  he 
was  told. 

Edelman     was    floored.     As    the 


founder  of  Espnt's  ftxnA\ear  diusion, 
he  had  built  it  up  to  $r>S  million  in 
sales  in  just  four  years.  "I  told  the  guy, 
'I  think  you  made  a  mistake;  you  just 
walked  into  the  wrong  office,'  "  re- 
calls Edelman.  But  there  was  no  mis- 
take and  Edelman  quit  four  months 
later,  in  July  1987,  takingwith  him  his 
wife,  Louise  (Libby)  Edelman,  who 
headed  up  children's  shoes  tor  Es- 
pnt's tootvvear  division. 

From  a  paper  net  worth  point  of 
Nicw,  Icaxing  Esprit  w^s  the  best  thing 
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he  Edelmans  ever  did.  Last  year  the 

rompany  they  started,  Sam  &  Libby 

nc,  based  in  San  Carlos,  Calif.,  sold 

585    million    worth    of  shoes    and 

:arned  $8.6  million,  or  95  cents  a 

hare.  This  being  a  stock  market  in 

\hich  practically  any  new  issue  will 

if»cll,  Montgomery  Securities  sold  32% 

)f  the  company  to  the  public  in  De- 

cmber,  raising  $28  million  for  the 

ompany.  Sam  &  Libby's  over-the- 

jounter- traded     shares,     issued     at 

S  14.50,  have  since  risen  to  a  recent 

117.  The   Edelmans — he   is  40,  she 

■38 — sold  almost  $12  million  worth  of 

istock  in  the  offering.  They  now  own 

5«54%  of  the  shares,  worth  on  paper 

■about  $90  million. 

H    But  that's  getting  a  little  ahead  of 

^  the  stor>'. 

In  the  summer  of  1987,  out  of 
work  and  accustomed  to  the  good 
life — a  five-bedroom  house  in  a  posh 
suburb  of  San  Francisco,  a  Porsche,  a 
HMVV,  and  a  prizewinning  jumping 
horse  stabled  in  the  backyard — the 
Edelmans  had  to  keep  the  money 
rolling  in.  There  were  plenty  of  job 
offers.  But  after  Sam's  Esprit  experi- 
ence, the  Edelmans  held  fast  to  their 
decision  to  start  their  own  business. 
,  Their  credentials  were  solid.  Sam 
had  launched  an  equestrian  footwear 
company  with  his  father  in  1975,  and 
knew  manufacturers  throughout  the 
Pacific  Rim  and  Latin  American 
countries  as  well  as  retailers  in  the 
U.S.  Libby  was  a  former  fashion  edi- 
tor at  Seventeen  and  Harper's  Bazaar 
and  had  spent  two  years  as  head  of 
public  relations  at  Calvin  Klein. 

Unlike  California  startups  begun  in 
garages,  Sam  &  Libby  was  started  in 
the  Edelmans'  living  room,  which  was 
soon  strewn  with  designs  and  proto- 
types for  shoes.  "We  would  meet  with 
venture  capitalists  at  7  in  the  morn- 
ing," says  Sam.  "At  11:15  Libby  and  1 
would  take  suitcases  fliU  of  products 
U)  Nordstrom.  At  2:30  we'd  tr\'  an- 
other venture  capitalist,  and  at  4  we'd 
be  at  Macy's  in  the  cit>'." 

The  store  buyers  were  interested, 
but  the  banks  and  venture  capitalists 
were  a  problem.  Husband  and  wife 
teams  were  difhcult,  the  financiers 
told  the  Edelmans.  Witness  the  mari 
tal/business  problems  of  their  former 
employers,  Douglas  and  Susie  Tomp- 
kins (FoRBHS,  Mar.  21,  1988). 

Unable  to  attract  other  people's 
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money,  the  Edelmans  dipped  into 
their  own.  They  took  out  a  second 
mortgage  on  their  home,  subdivided 
their  backyard  and  sold  off  a  piece, 
sold  the  horse  and  traded  the  Porsche 
and  BMW  for  a  Ford  Taurus.  Bv  the  fall 
of  1987  they  had  the  $500,000  they 
needed  to  bring  their  first  shoe  line  to 
market. 

Sam  &  Libby's  first  product  was  a 
ballerina  flat,  a  simple  flat  shoe  in- 
spired by  the  ballet  slipper.  Chanel 
had  been  selling  such  a  shoe  for  about 
$300.  The  Edelmans  figured  they 
could  produce  a  flat  that  looked  like 
the  Chanel  model  for  $9  a  pair  and 


their  men's  and  children's  shoe  lines, 
and  branch  out  into  casual  apparel. 
Alice  Ruth,  a  retailing  analyst  with 
Montgomery'  Securities,  Sam  &  Lib- 
by's underwriter,  predicts  the  compa- 
ny's earnings  will  jump  15%  this  year, 
to  $1.10  a  share. 

Perhaps.  But  picking  winners  and 
losers  in  the  fashion  business  is  hardly 
a  science,  and  whether  the  Edelmans 
will  be  able  to  come  up  with  enough 
popular  new  products  to  keep  the 
company  going  is  anyone's  guess. 

One  thing,  however,  is  beyond 
doubt:  The  Edelmans  are  having  a  lot 
more  fun  running  their  own  show 


A  recent 
Sam&  Libby  ad 
Selling  a  life- 
style along  with 
the  shoes. 


wholesale  it  at  $14.  On  those  prices 
the  shoe  could  retail  at  $25. 

Shoe  buyers  took  to  the  Edelmans' 
low-price-high-fashion  concept  im- 
mediately. Fifty  thousand  pairs  of  the 
ballerina  flats  were  sold  in  the  first 
year,  and  80  department  store  ac- 
counts were  opened.  Six  million  pairs 
have  been  shipped  to  date. 

The  Edelmans  wasted  no  time  fill- 
ing the  distribution  channel.  Working 
with  factories  in  Taiwan,  China  and 
Brazil,  they  brought  out  sandals,  cow- 
boy boots  and  low-heeled  pumps. 
Sam  &  Libby  now  has  ten  designers 
on  staff,  turning  out  30  new  shoe 
models  each  season,  all  designed  to 
retail  at  less  than  $40  on  average. 
They  also  do  a  brisk  business  turning 
out  private  label  shoes  for  customers 
like  MerNyn's  and  J.C.  Penney. 

Even  so,  Sam  &  Libby's  signature 
ballerina  flat  produced  49%  of  sales  in 
1991 — dangerously  high  considering 
the  ease  with  yvhich  it  can  be  kncKked 
oft.  To  broaden  their  product  line,  the 
FLdelmans  plan  to  use  the  cash  raised 
fi-om  the  public  oft'ering  to  expand 


than  they  did  at  Esprit.  Sam  &  Libby's 
attention-getting  print  advertising 
campaign,  for  example,  features  Sam, 
Libby  and  their  three  children.  One 
captioned  black-and-white  ad  shows 
Sam  and  Libby  talking  about  being 
lectured  on  the  dangers  of  working 
together.  Another  ad  features  Libby 
talking  about  being  burned  out.  And 
another  one  shows  Libby  taking  her 
6-year-old  daughter  to  school.  The 
idea  is  to  portray  a  Nineties  sort  of 
lifest>'le — harried  yet  nurturing,  and 
not  without  a  sense  of  humor  and 
romance. 

The  Edelmans  insist  they  won't 
wind  up  like  the  Tompkinses  of  Es- 
prit— squabbling  about  strategy',  and 
ultimately  going  their  own  ways. 

"I  do  what  I'm  good  at,  which  is 
the  personal  appearances  and  fash- 
ion," says  Libby.  "Sam  does  what 
he's  good  at,  which  is  the  sales  part. 
I'm  not  interested  in  doing  what  he 
dcKS." 

That's  sound  ad\icc  tor  all  peo- 
ple— married  or  not — wht)  work 
closely  together.  WM 
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^VHEREVER  VOU  DO  BUSINE:SS  AROUND  THE  ^VORLE 
^VE'RE  PART  OF  THE  LOCAL  FABRIC.  At  the  AIG  Companies,  our  busine 
takes  iLsfrom  the  canyons  of  Wall  Street  to  the  marketplaces  of  East  Asia  to  the  bazaars  of  the  Middle  East  B 
there's  more  to  being  global  providers  of  insurance  thanjust  being  a  long  way  from  home.  AIG  traces  its  roc 


0  Shanghai  in  1919,  and  today  our  netux)rk  stretches  across  130  countries  and  jurisdictions.  We  hire  local 
Managers  who  understand  the  business  practices  and  needs  oj  their  own  markets.  If  you're  a  multinational 
ompajvy  doing  business  in  today 's  fast-changing  world,  you  need  our  unique  global  reach  and  global  experience. 


AIG 


M^ORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc.,  DepL  A.  70  Pine  Street.  New  York.  NY  10270. 
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Was  Michael  Milken  an  economic  saint? 
A  financial  monster?  Something  in  between? 
Forbes'  readers  have  their  say. 


The  Milken  letters 


After  publication  of  James  W.  Mi- 
chaels and  Phyllis  Berman's  inter- 
view with  financier  Michael  Milken 
in  the  Mar.  16  issue,  Forbes'  edi- 
tors braced  for  a  torrent  of  passion- 
ate mail.  We  were  not  disappoint- 
ed. Below,  a  selection. 

Your  attempt  to  whitewash  Michael 
Milken  was  disgusting.  It  is  obvious 
that  not  only  Milken  but  also  the 
system  he  fostered  was  morally  wrong. 
-Paul  B.  Godfrey 
Scottsdale,  Ariz. 

I  hope  Mr.  Milken  eventually  expands 
many  of  his  corporate  capital  structur- 
ing ideas  and  observations  as  a  social 
scientist  into  a  book  or  books.  His 
experience  in  the  financial  industry 
could  help  job  creation. 
-D.R.  Annett 
Bryn  Mawr,  Pa. 

If  Michael  Milken  is  a  social  scientist, 
then  so  was  Hitler. 
-Robin  Newlove 
Olivenhain,  Calif. 

This  self-described  social  scientist  is 
more  akin  to  a  social  disease. 
-Lee  Ford 
Carmichael,  Calif. 

Thank  heavens  someone  has  finally 
come  out  with  an  article  that  tells  the 
truth  about  Michael  Milken  and  his 
philosophy  ot  building  a  future  for 
American  business.  The  endless  bar- 
rage of  unsubstantiated  attacks  on 
this  man  in  the  press  and  the  media 
has  been  sickening. 

Many  of  those  who  ati  \e    Mike  fail 
to  realize  they  are  denying  opnortuni 
tics  to  the  best  capital  this  country 
has,  the  American  entrepreneur. 
-Gerry  GRiNUERt; 
Lyndhurst,  N.f. 
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You  showed  much  courage  in  taking  a 
stand  against  nearly  every  other  opin- 
ion maker  in  the  country. 

-KiRIL  SOKOLOFF 

Brewster,  N.T. 

Why  is  Mr.  Milken  so  proud  of  his 
idea  of  selling  Sunshine  Mining  Co. 
debt  instead  of  selling  equity?  Can 
Mr.  Milken  name  a  major  U.S.  silver 
mining  company  that  has  fared  as 
poorly  as  has  Sunshine  Mining? 
Could  it  be  the  capital  structure? 
-Robert  R.  Pastore,  cpa 
Sausalito,  Calif. 

There  is  little  that  reflects  what  you 
term  a  "chastened  man"  as  he  main- 
tains his  only  real  wrongdoing  was 
taking  risks  and  being  a  contrarian. 
-Aaron  Gast 
Villanova,  Pa. 

As  one  with  a  large  block  of  Citicorp 
in  his  portfolio,  it  seems  to  me  the 
board  at  Citi  would  be  wise  to  consid- 
er Milken,  warts  and  all,  as  a  replace- 
ment for  its  present  chairman. 
-John  N.  Mackai.i  Jr. 
Wrestedt,  Germany 

Congratulations.  A  journalistic  coup. 
-Milton  Fenster 
New  York,  N.T. 

It  will  give  me  great  pleasure  to  non- 
renew  my  subscription  this  year. 
-RociER  P.  ESSM.\N 
Estes  Park,  Colo. 

Michaels  and  Herman  have  enhanced 
their  resumes  for  next  assignment  at 
either  the  .SYrtror  Enquirer. 
-Joe  V'acchiano 
Enjilewood,  Ohio 

You  do  business  and  the  public  an 
injustice  by  giving  Michael  Milken  so 
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much  space  in  the  Mar.  16  issue.  He 
another  bright,  witt\',  extremely  intt 
ligent  con  man,  which  is  exacdy  wh 
this  country  and  American  businel*^ 
do  not  need. 
-Frank  J.  Barrett 
Omaha,  Nebr. 


Forbes  is  to  be  commended  for  final 
showing  Mr.  Milken  in  a  fair  lig 
instead  of  tr\ing  to  use  him  as 
scapegoat  for  all  that  was  "wrong 
during  the  roaring  Eighties,  whic 
unfortunately,  has  become  the  sta 
dard  with  the  media  today. 
-Greg  Scattini 
Hollister,  Calif. 

Milken  can  not  bring  it  upon  himsc 
to  accept  fijll  blame  for  an\thing  th 
happened  to  him.  It  was  always  som 
one  else's  fault. 
-Ken  S.won 
San  Jose,  Calif. 

Michael  Milken,  the  self-proclaimc 
social  scientist,  stcadfasdy  conrinu' 
his  refi-isal  to  accept  any  social  respoi 
sibilit>-   for   the   devastation   he   h 
brought  upon  countless  unemployc 
and  underemployed  American  tan' 
ilies  whose  despair  relates  directly  i 
the  junk  bond  deals  and  buyouts  1 
orchestrated. 
-K.vrni  EEN  P.  Bry.\nt 
Royersford,  Pa. 

Mr.  Milken's  analysis  of  the  worth  » 
two  hypothetical  companies,  A  and  1 
both  in  the  same  business  but  wit 
different  capital  structures,  is  tlawe« 
C'ompany  R  is  more  valuable.  Sim 
over  85%  of  B's  capital  staicturc 
debt — unusually  high  rtxlay — M 
Milken  is  sending  a  message  that  del 
per  se  is  undesirable  (ttxlay),  which 
the  w  rong  message  for  most  managi 
ments.  I'he  question  whether  inve 
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ors  prefer  companies  to  pay  interest, 
hereby  achieving  substantial  tax  sav- 

ngs,  or  prefer  companies  to  pay  taxes 

continues  to  be  valid. 

-Alexander  R.  Lehmann 

Briardiff Manor,  N.T. 

Children  invent  excuses  and  pass 
blame  to  invalidate  charges  against 
themselves.  Milken  chronicled  what 
everyone  but  himself  did  wrong. 
-Mitchell  B.  Goldstone 
Irvine,  Calif. 

H(| 

rum  God  help  the  education  system  of  this 
mji  countn'  if  that's  where  [Milken]  next 
isux  decides  to  put  his  time  and  money. 

-Charles  R.  M.\llary 

Anacortes,  Wash. 

Milken  created  value  and  jobs;  the 
(ijij politicians  still  don't  know  how  to  do 
either. 

-Martin  I.  Klein 
New  York,  N.T. 


[Milken]  fell  from  grace  through  dis- 
honesty. Such  an  event  is  described  in 
the  poem  "Ichabod"  by  John  Green- 
leaf  Whittier. 

So  fallen!  so  lost!  the  light 
withdrawn 

Which  once  he  wore! 

The  glor\'  from  his  gray  hairs  gone 

Forevermore! 

Revive  him  not — the  Tempter  hath 

A  snare  for  all! 

And  pit>'ing  tears,  not  scorn  or 
wrath. 

Befit  his  fall. 
-James  Goiter 
San  Carlos,  Calif. 

We  can  say  unequivocally  that  Drex- 
el's  default  rate  is  no  better  than  the 
average  for  the  market.  While  Milken 
was  on  the  job,  defaults  were  kept 
down  by  his  refinancing  maneuvers. 
Once  he  was  gone,  the  wormy  Drexel 
deals  could  find  no  refijge  and  so 
collapsed  in  record  numbers. 

Milken's  crime  against  societ\'  is 
that  he  was  an  intelligent,  well-trained 
financier  who  could  correctly  see  into 
the  fiiture  and  used  that  ability'  to 
exploit  his  issuer  clients,  his  investors 
and  even  his  own  firm  in  order  to 
accumulate  personal  wealth  beyond 
all  reason. 

-RicHARii  Lehmann 
Miami  Lakes,  Fla. 
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This  man  has  literally  had  his  day  in 
court,  and  now  he  should  serve  the 
rest  of  his  term  without  a  reputable 
magazine  providing  a  conduit  for  his 
rationalizations. 
-Philip  William  Orth 
Oak  Creek,  Wise. 

For  all  the  pain  and  suffering  he  has 
caused,  [Milken]  deserves  ever\'  bit  of 
the  ten  years.  He  should  not  come  out 
of  prison  with  all  his  millions. 
-James  E.  Fitzgerald 
New  York,  N.Y. 

Unfortunately  for  Mr.  Milken,  he 
brought  life  to  many  moribund  com- 
panies, rather  than  focusing  exclusive- 
ly on  emerging  industries.  It  was  his 
eflforts  to  revive  the  former  that  really 
did  him  in.  Too  many  blue  bloods  got 
exposed  as  average  or  below  average. 
For  Mr.  Milken,  merit  mattered  more 
than  pedigree.  This  is  not  a  crime. 
-Stephen  M.  Coleman 
St.  Louis,  Mo. 

Extensive  coverage  of  Boesk\',  Levine 
and  company  is  equally  lamentable. 
The  publicity  you  provide  only  in- 
creases their  egos  and  justifies  their 
actions.    Consider   my   subscription 


Excellent  work.  Given  Forhis"  1984 
stor\'  on  the  evils  of  lbos,  with  Milken 
leading,  I  am  impressed  by  your  open- 
minded  approach. 
-Greg  Crossheld 
Stanford,  Calif. 


canceled — permanendy. 
-Ai.EX  A.  Mc  Gregor 
Newport  Beach,  Calif. 

I  am  ver\'  disappointed  with  Forbes. 
[Milken's]  exercise  of  unfair  advan- 
tage borne  from  misdirected  influ- 
ence and  control  over  people  and 
institutions  of  finance  results  in  more 
than  just  technical  violations  of  law.  It 
can  bring  corporate  America  to  its 
knees  and  tear  at  the  fabric  of  societ\'. 
-Thom.\s  a.  DiMayo 
New  York,  N.Y. 

He  [Milken]  sold  high-yield  bonds  by 
corrupting  everyone  he  met.  Anyone 
who  thinks  a  bond  salesman  can  make 
several  bilhon  dollars  over  15  or  20 
years  doing  things  legally  is  a  fool. 
Otherwise,  Wall  Street's  claim  of  effi- 
cient markets,  its  reason  for  existing, 
is  an  enormous  lie. 
-Fred  Charette 
Glendale,  Calif. 

I'd  be  his  cell  mate  anxtime. 
-Anne  Rettig 
Clayton,  Mo. 

To  separate  Milken  from  societ}'  ac- 
complishes nothing  but  to  give  credi- 
bilit)'  to  the  conspiracy  theor\'. 
-S.  Gore 
San  Francisco,  Calif. 

Milken  understands  that  to  be  enticed 
to  take  high  risks,  there  must  be  an 
opportunity'  for  high  returns.  If  we  are 
going  to  imprison  individuals  based 
on  blame  for  our  economic  stagna- 
tion, then  the  remainder  of  Milken's 
sentence  [should]  be  ser\ed  by  Trea- 
sury Secretary  Brady  and  Budget  Di- 
rector Darman — for  they  seem  igno- 
rant of  risk/reward  tradeoffs  and  of 
the  way  an  economy  works. 
-Raymond  J.  Ke.\ting 
Manorvilk,  N.Y. 

While  Mike  was  performing  his  brand 
of  surger\',  not  only  did  many  of  the 
patients  die  but  the  hospital  was  de- 
stroyed as  well! 
-George  A.  Dillon 
Boston,  Mass. 

Fortunately,  we  have  not  heard  the 
last  from  Mike  Milken. 
-Allen  Olender 
West  Bloomfield,  Mich. 
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Charles  Lazarus'  Toys  "R"  Us  was  once  the  undisputed 
master  of  toy  retailing.  Now  Sam  Walton  and  some  other 
smart  merchants  are  challenging  the  title. 

The  growiiig 
gets  tough 


By  Seth  Lubove 

Chari.es  Lazarus,  the  merchandis- 
ing genius  who  has  built  Toys  "R"  Us 
from  nothing  into  a  $6.1  billion 
(1991  sales)  retailing  institution,  is 
beaming.  "When  I  think  about  where 
we  were  five  years  ago,"  says  Lazarus, 
relaxing  amongst  the  bric-a-brac  in 
his  Paramus,  N.J.  office,  "where  we 
are  now  is  simply  remarkable." 

And  so  it  is.  In  just  14  years  since 
bringing  it  out  of  bankruptcy,  Laza- 
rus, 68,  has  built  Toys  "R"  Us  into  a 
specialty  retail  empire,  with  a  stock 
market  capitalization  of  $10  billion 
and  825  stores  around  the  world.  In 
the  U.S.,  $20  of  every  $100  spent  on 
toys  is  rung  up  on  one  of  Toys  "R" 
Us'  high-tech  cash  registers. 

Credit  Lazarus'  foresight  in  invest- 
ing heavily  in  computerized  inventory 
systems,  still  among  the  most  ad- 
vanced in  retailing  (Forbes,  Feb.  22, 
1988).  Credit,  too,  his  insight  that 
toys  arc  not  totally  seasonal  items. 
And  note  Lazarus'  impeccable  tim- 
ing: Toys  "R"  Us  took  off  at  a  time 
when  American  children  were  being 
indulged  as  never  before.  In  1990 
they  were  siiowcred  with  an  average 
of  $421  in  toys;  factoring  in  inflation, 
that's  three  times  more  than  in  1960. 

Through  the  1980s  Toys  "R"  Us' 
revenues  grew  at  a  compound  rate  of 
almost  26%  annually.  Harnings  grew 
even  taster,  at  over  28%  a  year. 

The  1990s,  however,  promise  to  be 
a  different  in.uter.  Toys'  sales  growth 
thus  far  into  the  decade  has  dropped 
to  13%  a  year.  Net  income  has  been 
essentially  tlat  ti  ■  'he  last  three  years: 
$  L 1 5  a  share  in  1 99 1 ,  compared  with 
$1.11  in  1990  and  $1.(VJ  a  share  in 
1989.  What  growth  there  is  is  coming 
mostly  from  adding  stores. 
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None  of  this  seems  to  bother  Wall 
Street,  where  Toys  "R"  Us'  stock, 
recendy  34y8,  is  selling  at  a  multiple  of 
30  times  trailing  12-month  earnings. 
The  Street's  rationalization:  The  U.S. 
recession  is  about  over,  and  Toys  "R" 
Us'  international  growth  potential  is 
phenomenal.  The  fact  is,  however, 
that  Toys  is  going  to  find  the  growing 
a  lot  tougher  than  that  earnings  mul- 
tiple implies. 

Toys'  U.S.  operations — 84%  of 
sales,  about  90%  of  operating  in- 
come— are  still  the  heart  of  the  com- 
pany, and  at  the  same  time  the  most 
vulnerable  to  new  competitors.  Dur- 
ing the  1970s  and  1980s  most  of 
Toys'  competition  came  from  thou- 
sands of  individual  retailers  or  a  hand- 
ful of  regional  chains  like  Melville 
Corp.'s  Kay  Bee  stores.  But  Lazarus' 
success  attracted  competition,  first 
from  Child  World  and  Lionel's  Kid- 
die City,  most  recentiy  from  the  coun- 
try's big  three  discount  chains — Wal- 
Mart,  Kmart  and  Dayton  Hudson 
C'orp.'s  Target  Stores.  Wal-Mart, 
with  1,728  stores  and  expanding  at 
the  rate  of  150  to  160  stores  a  year, 
now  competes  against  Toys  "R"  Us 
in  all  but  1 1  states.  And  where  Wal- 
Mart  doesn't  presently  compete,  ei 
ther  Kmart  or  Target  does. 

There's  nK)re  to  come.  Wal-Mart  is 
expanding  into  Toys  "R"  Us  strong- 
holds in  ('alifornia  and  the  Northeast. 
Kmart  is  totally  refurbishing  m\<<\  ex- 
panding its  2,300  .stores  while  build 
imi,  70  stores  a  vear. 

In  a  sense,  loys  has  become  an 
incidental  victin^  in  the  war  among 
the  niant  discounters.  As  WalMart 
and  Target  continue  to  expand  and 
am  into  a  resurgent  Kmart  (Hc^RBES,^i 


May  2~,  1991),  all  three  companies 
are  building  new  stores  that  devote  far 
more  space  to  toys. 

Making  matters  more  difficult  for 
La/arus,  Toys  "R"  I's  must  make  all 
its  profits  on  to\'s,  whereas  the  dis- 
count chains  are  using  toys  the  .same 
way  Toys  "R"  I's  uses  diaj"K:rs— as 
low  margin  traffic  builders. 

Wal  Mart  is  La/anis'  most  jxnent 
threat.  WalMart  has  tnpled  its  share 
of  the  S23  billion  (retail  \-alue)  toy 
market  since  1983.  to  almost  10%,  or 
^$2.3  billion  m  annual  toy  sales. 
Among  toy  retailers,  that  makes  Wal- 
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lys  "R"  Us'  Charles  Lazarus 
;  Are  the  glory  days  over? 


,r  Mart  second  only  to  Toys  "R"  Us. 

U  Consider  Toys  "R"  Us'  dilemma: 
j That  $2.3  billion  in  toy  sales  repre- 
sents less  than  5%  of  Wal-Mart's  reve- 
nues; Kmart's  $1.1  billion  is  only  3% 
of  its  volume.  In  other  words,  the 
discounters  can  well  aftbrd  to  use  tuy 
sales  as  marketing  tools. 

When  Prudential  Securities  ana- 
lysts Deborah  Bronston  and  Valerie 
Martinez  compared  prices  in  Wiscon- 
sin on  six  Nintendo  16- bit  games. 


Wal-Mart's  price  was  lower  on  five. 
Overall,  the  Prudential  analysts  note 
that  while  Toys  "R"  Us'  prices  were 
7%  lower  than  the  old  toy  store  com- 
petition, its  prices  are  as  much  as  3% 
higher  than  the  discounters'. 

When  asked  about  the  threat  from 
Wal-Mart  and  company,  Lazarus  at 
first  seems  sanguine.  "Once  upon  a 
time,  we  had  a  lot  of  stores  called 
department  stores,  and  they  all  carried 
toys,"  he  says.  "Most  of  those  people 
are  no  longer  around.  Ihe  real  com 
petitors  are  Wal-Mart,  Kmart  and 
.Target.  But  what's  a  discount  store? 
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It's  a  department  store  with  less  over- 
head. So  we  can  cope  with  that,  too." 
In  other  words,  Lazarus  believes  that 
a  well -managed  specialty  retailer  can 
beat  a  well -managed  general  mer- 
chandiser in  its  niche. 

But  press  the  point  and  Lazarus 
agrees  that  the  discounters  are  more 
than  a  minor  annoyance.  "As  we  grew 
and  they  grew,  it  was  almost  inevita- 
ble that  they'd  be  a  competitor,"  he 
says.  In  1989  Lazarus  abruptly  re- 
signed as  a  Wal-Mart  director. 

The  discounters  will  never  match 
Toys  "R"  Us  on  selection:  Toys  "R" 
Us  carries  around  18,000  items,  com- 
pared with  Wal-Mart's  3,500  or  so 
around  Christmas.  But  they  carry 
most  of  the  top  toys — Barbie  Dolls, 
Monopoly  sets,  Nintendo  and  the 
like — and  they  move  a  lot  of  merchan- 
dise. Wal-Mart  sold  almost  as  many 
WaterBabies,  last  year's  bestselling 
new  doll,  as  did  Toys  "R"  Us. 

As  drowning  swimmers  often  pull 
others  under,  so  ailing  Child  World 
and  Kiddie  City  have  been  real 
weights  around  Toys'  margins.  Both 
chains  are  desperate  for  cash  flow  and 
have  been  slashing  prices  for  two  years 
now.  Lazarus  acknowledges  the  prob- 
lem, but  says  there  isn't  much  he  can 
do  about  it. 

"If  we've  got  rough  competition 
because  others  are  inefficient,  then  we 
have  to  be  able  to  stand  that,"  he  says 
philosophically.  "Is  it  a  permanent 
thing.''  Gosh,  I  would  hope  not.  In  the 
final  analysis,  we  say  market  share, 
market  share,  market  share." 

Retaining  market  share  forced 
Lazarus  to  break  one  of  his  cardinal 
rules  last  year:  no  periodic  sales.  A 
firm  believer  in  everyday  low  prices. 
Toys  "R"  Us  stores  used  to  mark 
down  only  items  that  were  being 
dropped  from  inventory.  But  in  1991 
the  company,  for  the  first  time  ever, 
resorted  to  publishing  20  million 
copies  of  an  in-store  catalog  contain- 
ing $  1 73  worth  of  coupons  for  imme- 
diate discounts.  Since  then.  Toys  has 
stufted  mailboxes  with  coupons:  $71 
off  baby  toys  and  supplies,  a  half-price 
refund  on  Huggies  diapers,  and  so  on. 

With  price-cutting  and  ct)mpeti- 
tion  compressing  Toys  "R"  Us'  do- 
mestic growth,  the  international  ex- 
pansion that  I.azarus  has  long  envi- 
sioned has  become  less  an  option  than 
a  neccssitv.  Tovs  "R"  Us  Vice  Chair- 
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Toys  "R"  Us 

man  Michael  Goldstein  predicts  the 
company's  international  sales  will  ex- 
ceed $10  billion  by  the  end  of  the 
decade,  up  from  about  $970  million 
today.  That's  compound  growth  at  a 
30%-a-year  clip,  faster  than  U.S.  sales 
grew  during  the  1980s. 

Toys  has  already  booked  some  suc- 
cesses overseas,  notably  in  Canada 
and  the  U.K.,  homes  to  over  half  the 
chain's  127  foreign  stores.  Trouble  is, 
it  isn't  especially  profitable  growth. 

Costs  are  higher  overseas.  It  costs 
Toys  $3  million  to  develop  a  store  site 
in  the  U.S.,  twice  that  in  Europe  and 
even  more  in  Japan.  Laws  limit  the 
time  stores  can  stay  open,  increasing 
the  cost  of  doing  business  even  more. 
Where  a  U.S.  store  is  open  75  hours  a 
week,  a  European  store  may  be  open 
as  few  as  45  hours. 

In  the  U.S.  Toys  "R"  Us  has  all  but 
eliminated  wholesalers  and  distribu- 
tors, but  in  Japan  they  are  sohdly 
entrenched,  hurting  margins.  Thus  it 
will  be  years  before  Toys  can  show 
significant  profits  in  Japan,  especially 
as  that  country  enters  a  slow-or-no- 
growth  phase  (see  story,  p.  42). 

Nor  are  foreign  markets  virgin  ter- 
ritory, ready  to  embrace  Lazarus  with 
open  arms.  In  France,  for  instance, 
hypermarket  chains — similar  to  the 
U.S.  discounters  in  their  pricing  strat- 
egies— control  60%  of  the  toy  busi- 
ness. In  Japan,  small  but  politically 
powerful  toy  retailers  have  been  pres- 
suring local  chambers  of  commerce  to 
reject  Toys'  site  plans. 

Can  Toys  "R"  Us  continue  to 
grow  fast  enough  to  justify  its  current 
stock  market  capitalization?  Jack  Sei- 
bald,  a  former  Salomon  Brothers  ana- 
lyst who  now  runs  his  own  research 
boutique,  has  his  doubts.  With  a  re- 
bound in  consumer  confidence  this 
year,  Seibald  figures  the  company's 
net  earnings  will  rise  22%,  to  $1 .40  a 
share,  this  year,  and  bv  another  21%, 
to  $1.70  a' share,  in  1993.  But  after 
that,  Seibald  predicts,  earnings 
growth  will  slow  down  again  in  the 
face  of  growing  competition  and  the 
exposure  to  foreign  economic  cycles. 

Give  C'harles  Lazarus  his  due.  He  is 
without  question  one  of  his  genera- 
tion's most  brilliant  retailers.  But  Sam 
Walton  is  no  slouch,  either.  Toys  "R" 
Us  will  remain  a  retailing  colossus, 
but  from  here  on  out,  the  growing 
gets  tougher.  Much  tougher.         Hi 


Meanwhile,  back  at  the  toy  factory,  Ron  Jackson 
fixes  up  Fisher-Price. 

An  easy  way  out.^ 


By  James  R.  Norman 

Is  Ronald  J.  Jackson  polishing  up 
Fisher- Price  Inc.,  the  leading  infant 
and  preschool  toymaker,  so  it  will 
look  good  on  the  auction  block.>  Jack- 
son, 48,  fixed  up  Kenner  Parker  Toys 
afirer  it  was  spun  off  by  General  Mills 
in  1985  and  joined  Fisher-Price  in 
May  1990.  He  isn't  talking.  But  some 
industry  insiders  think  selling  the 
company  is  very  much  on  his  mind. 

Spun  off  last  July  by  Quaker  Oats 
afi:er  two  years  of  unexpected  losses, 
Fisher-Price  (sales,  $640  million)  has 
performed  beautifijUy,  to  the  surprise 
of  analysts  and  the  chagrin  of  short- 
sellers.  Fisher-Price  shares  have  al- 
most doubled  since  the  spinoff,  to 
$40  from  $23,  for  a  current  market 
cap  of  about  $600  million.  Earnings 
have  bounced  back  like  a  superball. 
Quaker  cleared  the  decks  by  taking 
$146  million  in  pretax  operating 
losses  and  writeoffs  in  1990  and  1991 
that  nearly  wiped  out  the  prior  two 
years  of  record  earnings.  This  year 
analysts  see  earnings  of  $30  million 
($2  a  share),  possibly  approaching 
$50  million  next  year. 

Those  profits  come  despite  cutting 
back  sales  by  more  than  20%  last  vear 
from  nearly  $811  million  in  1989. 
Most  of  the  drop  came  from  refocus- 
ing  the  product  line  on  infants  and 
preschoolers  after  big  investments  in 


toys  for  older  kids  flopped.  Jackson 
has  also  closed  4  out  of  13  plants, 
moved  production  overseas  and  in- 
troduced more  inexpensive  toys  likelv 
to  give  retailers  better  margins. 

The  toy  trade  is  impressed.  Last 
Christmas  Toys  "R"  Us  (see precedifig 
story),  which  takes  a  quarter  of  Fisher- 
Price's  sales,  upped  its  shelf  space  to 
Fisher-Price  and  expects  a  further  in- 
crease this  year.  "I  think  Ron  and  his 
team  have  done  a  terrific  job,"  says 
Michael  Goldstein,  Toys  "R"  Us  \ice 
chairman. 

Nonetheless,  to  stay  independent 
Jackson  must  boost  revenues,  market 
share  and  manufacturing  margins. 
That's  not  going  to  be  easy  in  a  slow  - 
growth,  cutthroat  market  that  contin- 
ues to  consolidate. 

An  easier  route  would  be  to  sell  out. 
A  likely  buyer  could  be  Mattel.  It 
looked  at  Fisher- Price  before  Quaker 
spun  it  off,  and  its  standstill  pact  runs 
out  in  August.  Mattel  was  also  a  pro- 
spective suitor  for  Kenner  Parker  after 
it  was  spun  off  by  General  Mills,  but 
under  Jackson,  Kenner  sold  out  in 
stead  to  Tonka.  (Tonka  soon  there 
after  had  to  be  rescued  by  Hasbro 
Corp.)  Ifattackcd,  Fisher-Price  might 
seek  a  friendly  deal  with  Denmark's 
family-run  Interlego  .VS,  with  w  horn 
Quaker  carried  on  a  long  courtship. 

Jackson  dt>esn't  Ux>k  as  if  he  sees 
Fisher- Price  as  a  job  for  the  long  haul: 

He  hasn't  moved  his  family  from 
Boston  to  Fisher  Price's  Buf- 
falo headquarters.  He 
has  also  been  bu\ing 
Fisher  Price      sttKk 
c\en  at  its  current 
lofTN"  prices.  ^ 

Fisher-Pnce's 
Ron  Jackson 
After  th«  turn- 
around, what? 


70 


Forlxs  ■  April  13.  \^'>: 


Seldom  has  the  introduction  of 
a  luxury  sedan  unstuffed  so  many  shirts. 


r'":"^ 


— ^^       ^. 


The  new  Infiniti  J30.  Maybe  you'd  better  sit  down 


So  this  is  what  all  the  buzz  is  about.  The  new  Infiniti  J30i  ^ 


The  fluid  lines  excite  your  eyes.  And  your  emotions.  The  softlj 


!\      sculpted  shape  rounds  smoothly  from  one  plane  to  the  next.  Still,  thi^  h 

I 

^1    car  has  opinion.  Maybe  it's  the  elliptical  grille  up  front,  that  gleams  witk 
the  polish  of  a  fine  silver  pattern.  It  is  somehow  quite 


unlike  anything  you've  ever  seen.  And  being  a  very 


personal  luxury  sedan,  the  J 30  comes  with  every  driv- 


ing comfort 


imaginable.  1  he  interior  is 


elegantly  stitched  and  tailored  in  fine  grain  leather,  and 


detailed  with  the  warmth  of  walnut.  You  begin  to  wonder  il  this  car  was  conceivec 


by  artisans  and  craftsmen,  or  engineers.  Settle  in.  Open  the  sunroof.  Or  think  green 


and  express  your  concern  for  the 


environment  by  switching  on 


the  no-freon  air  conditioning  system.  Check  out  the  electronic 


wizardrv.  There's  a  kevless  remote  entrv  system.  There's  a  Bose 


audio  svstem  with  a  live  concert  hall  sound,  and  even  a  compact 


disc  plaver  built  right  in.  An  optional  cellular  telephone  can 


be  neatlv  tucked  awav  (ask  vour  dealer  to  do  this)  in  the  center  console.  Controls  for 


III  hands  free  phone  calls  are  on 


the  steering  wheel.  As  luxurious  as  the 


J30  mav  seem,  theres  much  more  to  it.  On  the  road,  vouMl  find  a  balance  of  comfort 


and  performance.  Put  vour  foot  down  and  a  210  horsepower. 


V6  engine  gives  you  an  immediate  sense  of  authority.  So 


do  anti-lock  brakes.  An  optional  Touring  Package  adds  a 


racy  rear  spoiler,  performance  allov 


NN 


heels. 


Super  HICAS  four-u  heel  steering  and  a  sport  suspension  lor 


more  stability  during  aggressive  cornering.  Still,  there  is  a  more  important  measure 


of  performance.  Safetv.  In  the  130,  safetv  features  aren't  merelv  added  on.  Thev  re 


built  in.  For  example,  the  ^^^^^  bodv  is  reinforced  with  extra  welds.  Dual  air 


bags  are  standard.  Whew. 


to  wonder  what's  not  included 


The  J  30  is  so  thoroughly  equipped  vou  begin 


Well,  there's  no  chauffeur. 


i 
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What  are  you  waiting  for,  an  invitation? 

The  J30  personal  luxury  sedan  has  arrived  at  your  Infiniti 
dealer,  where  we  invite  you  to  be  our  special  guest.  You'll 
find  it  a  refreshing  experience,  but  it's  just  the  first  of  many 
that  make  owning  an  Infiniti  as  satisfying  as  driving  one. 
Because  the  Infiniti  Total  Ownership  Experience"  includes 
dozens  of  quietly  rewarding  luxuries.  Like  dealer  per- 
sonnel who  treat  you  with  as  much  courtesy  after  the  sale 
as  before.  The  availability  of  a  loaner  car  whenever  your 
own  is  in  for  a  scheduled  service  appointment.  And, 
perhaps  most  importantly,  a  24-hour  Roadside  Assis- 
tance Program  that's  standing  by  to  do  whatever  it  takes 
to  keep  you  on  the  road.  Find  out  for  yourself.  To  Guest 
Drive""  the  ne\N  J 30,  stop  by  your  nearest  Infiniti  dealer. 


Or  call  1-800-826-6500. 


INFINITI. 
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Russia  badly  needs  our  help.  If  we  fail  to  give 
it,  we  may  be  repeating  the  disastrous  mistakes 
Iwe  made  after  World  Wars  I  and  II. 

Seize  the 
moment 


BY  MICHAEL  NOVAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


First  it  happened  to  Gorbachev;  a 
widely  organized  coup  last  August  to 
drive  him  from  power.  Now,  it  may  be 
happening  to  Boris  Yeltsin,  not  neces- 
sarily a  coup  but  a  parliamentary  cam- 
paign to  strip  him  of  power,  and 
Gorbachev  is  joining  the  attackers. 

Librarian  of  Congress  James  H. 
Billington  is  a  close  observer  of  the 
Moscow  scene.  Just  back  from  a  stint 
in  Russia  and  oh  his  way  back  for 
another,  Billington  thinks  Yeltsin  is  in 
serious  trouble.  Billington  reports 
that  his  staff  has  picked  up  many 
subtle  but  unmistakable  signs  of  a 
major  attempt  to  strip  the  Russian 
president  of  all  real  power  when  the 
Russian  Parliament  opens  its  new  ses- 
sion on  Apr.  6.  Some  of  Yeltsin's 
democratic  allies  are  drifting  away 
from  him.  Most  serious  is  the  surpris- 
ing defection  of  Viktor  Aksiutich, 
head  of  the  new  C'hristian  Democratic 
Party,  the  first  such  party  in  Russian 
histor\',  and  until  recently  one  of 
Yeltsin's  best  allies. 

Billington  hesitates  to  call  this 
growing  threat  to  Yeltsin  a  "second 


coup"  or  a  "second  putsch" — al- 
though some  who  fear  it  already  are 
calling  it  that.  But  he  does  note  signs 
that  Alexander  Rutstoy,  Yeltsin's  vice 
president,  and  Speaker  of  the  Parlia- 
ment Ruslan  Khasbulatov  have  been 
lining  up  deputies  in  opposition  to 
Yeltsin.  Their  aim  is  a  lot  more  than  a 
simple  "course  correction."  Many  in 
the  opposition  are  communists;  oth- 
ers describe  themselves  as  "patriots." 
They  intensely  dislike  the  free  market. 
They  are  already  being  called  by  their 
foes  the  "red-brown"  coalition. 

This  prospect  heightens  President 
Nixon's  sharp  criticism  of  President 
Bush  and  Secretary  of  State  Baker  for 
their  neglect  of  Russia  in  this  crucial 
moment.  If  democratic  reform  in 
Russia  succeeds,  the  effects  in  Central 
Europe  and  in  China  will  be  im- 
mensely liberating;  if  reform  fails,  the 
world  may  enter  the  21st  century  as 
bleakly  as  it  stumbled  through  the 
bloody  20th.  Yet  Bush  and  Baker  have 
invested  an  immense  expenditure  of 
their  time  in  the  Middle  East,  while 
barely  attending  to  details  in  Russia. 

Boris  Yeltsin  is  the  first  democrati- 
cally elected  president  in  Russian  his- 
tory, yet  Bush  and  Baker  have  hardly 
courted  him.  Bewitched  by  the 
smartness  and  shine  of  Gorbachev, 
they  seem  to  hold  Yeltsin's  manners 
against  him.  Nixon  insists  that  Bush 
and  Baker  should  concentrate  on 
long-term  dangers.  More  of  a  prag- 
matist  than  Bush  and  Baker,  Nixon 
faults  them  for  lack  of  vision.  Lack- 
ing vision.  Bush  is  giving  pragma 
tism  a  bad  name. 

What  should  he  do.'  Readers  of  this 
magazine  will  have  read  President 
Nixon's  suggestions:  the  formation  of 
a  free  enterprise  corps;  the  reschedul- 
ing of  Gorbachev-era  debts;  a  sizable 


contribution  to  stabilize  the  ruble^ 
and  the  creation  of  a  single  Western 
agency  to  coordinate  all  r>'pes  of  aid. 

Beyond  President  Nixon's  sugges- 
tions, here  are  some  other  things 
Bush  could  do:  send  some  of  the  best 
brains  among  the  Russian -speakers  in 
this  country  to  keep  eyes  and  ears 
open  to  the  tides  of  Russian  opinion 
and  the  needs  of  the  Russian  public; 
sponsor  massive  exchange  programs 
on  the  part  of  private  institutions  and 
every  branch  of  government;  bring  as 
many  Russians  as  possible  for  brief 
stays  in  the  U.S.  Such  exchanges  are 
especially  important  for  the  military', 
for  politicians,  and  for  journalists  and 
clergymen.  Obviously,  students  in  ev- 
er)' field  should  be  especially  wel- 
comed. It  is  crucial  for  the  future  to 
knit  our  peoples  together  now  by  as 
many  personal  ties  as  possible. 

States  and  cities  should  adopt  sister 
units.  Every  synagogue,  congrega- 
tion and  parish  should  forge  links 
with  a  sister  institution  in  Russia. 
East  and  West  should  deepen  every 
possible  personal  and  institutional 
link — like  a  gigantic  blood  transfu- 
sion, but  of  the  spirit.  For  the  funda- 
mental problem  is  a  human  one,  of 
knowledge,  experience  and  trust.  A 
U.S.  President  can  do  a  great  deal 
just  by  speaking  of  this  immense  need 
before  ever\'  audience.  Such  words 
would  inspire  action  here,  and  hope 
and  esteem  in  Russia.  President  Bush 
underestimates  the  power  of  words. 

Jeane  Kirkpatrick  has  suggested 
that  special  emphasis  be  given  to  link- 
ing the  military'  personnel  of  the  U.S. 
to  those  of  Russia  and  the  other  for- 
merly communist  lands,  particularly 
those  in  Central  Europe.  If  our  allies 
hesitate  about  linking  them  to  N.vro, 
she  says,  the  U.S.  should  devise  pro- 
grams of  its  own,  unilaterally.  Human 
ties  betNveen  individuals  and  exposure 
to  each  other's  systems  are  extremely 
useful  for  the  long  nm.  A  crash  effort 
is  needed  now. 

Twice  before  in  this  centur\',  just 
after  World  War  I  and  just  after  World 
War  II,  the  West  gave  way  to  shallow 
optimism,  failing  to  Ux^k  into  the 
shadows  in  which  budding  Ix*nins 
and  Hitlers  lurked  in  obscurity-.  How 
shall  we  be  forgiven  if  we  fall  into  this 
error  tor  a  third  time.'  All  the  blcx>d 
shed  of  this  horrid  centurv*  would 
then  have  been  for  nothing.  ^M 
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Lots  of  smart  telecommunications  people  thought  the  cable 

companies  were  dinosaurs  that  would  be  overrun 

by  the  telephone  companies.  But  look  who's  overrunning  whom. 

Gable's  seciret  weapon 


By  George  Gilder 

Imagine  that  you're  watching  a  film 
just  ordered  up  over  one  of  a  cable 
television  system's  dozens  of  pay-per- 
view  channels.  The  phone  rings,  but 
you  don't  reach  for  the  phone.  You 
reach  for  the  TV  remote  control  unit. 
Hitting  the  pause/mute  button  to 
stop  and  silence  the  film,  you  take  the 
call  through  the  remote  unit,  which 
has  become  a  wireless  portable  phone. 
Your  phone  bill  next  month  bears  the 
name  not  of  the  local  phone  company 
but  of  your  local  cable  company. 

The  CATV  companies  taking  on  the 
phone  companies.^  Wasn't  it  supposed 
to  be  the  other  way  around.^  Weren't 
the  well-heeled  telephone  companies 
going  to  be  the  innovators  that  would 
lay  fiber-optic  wires  and  deliver  mov- 
ies, newspapers,  bill  paying,  banking 
and  other  two-way  video  services  to 
American  homes,  and  drive  the  cable 
companies  to  the  wall!" 

So  a  lot  of  people,  this  writer  in- 
cluded, thought.  We  were  wrong. 

One  of  the  most  significant  tele- 
communications deals  occurred  on 
Feb.  18.  That's  when  Tele-Commu- 
nications Inc.,  the  country's  largest 
cable  operator  (see  table,  p.  84), 
agreed  to  buy  49%  of  Teleport  Com- 
munications Group,  Inc.  from  Merrill 
Lynch;  the  balance  will  be  held  by 
another  cable  firm,  privately  owned 
Cox  Entepriscs,  Inc.  Teleport  has 
built  up  a  $100-million-a-year  busi- 
ness by  interconnecting  major  build- 
ings and  corporations  with  fiber-optic 
cable  and  linking  customers  to  other 
phone  networks^ — thereby  often  by- 
passing the  local  telephone  compa- 
nies and  their  exorbitant  switching 
charges. 

Teleport,  in  short,  brings  rc;i  and 
Cox  into  direct  competition  with  lo- 
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cal  phone  companies  in  providing 
data  transmission  services  to  major 
corporations.  With  phone  company 
data  service  revenue  rising  some  six 
times  faster  than  voice  service  reve- 
nue, TCI  and  Cox  will  be  using  Tele- 
port to  attack  the  phone  companies  in 
one  of  their  most  profitable  areas. 

This  wasn't  the  first  incursion  by  a 
CATV  company  onto  telephone  com- 
pany turf,  and  it  certainly  won't  be  the 
last.  As  TV  market  development  man- 
ager of  fiber-optic  cablemaker  Cor- 
ning Inc.,  Jon  Chester  knows  some- 
thing about  the  strategies  and  ambi- 
tions of  the  various  telecommuni- 
cations competitors.  "The  cable  TV 
industry,"  says  Chester,  "is  changing 
from  being  a  video  entertainment 
source  to  being  a  full-service  telecom- 
munications supplier." 

The  cable  I'V  companies  already 
enjoy  a  substantial  lead  over  the  tele- 
phone companies  in  the  race  to  put 
smart  wires  into  U.S.  households. 
Currently,  60  out  of  ever\'  1 00  Ameri- 
can homes  are  hooked  up  to  cable  n  ; 
anothv;r  33  can  easily  be  hooked  up. 
By  contrast,  the  telephone  companies 
have  pushed  their  wires  into  93%  of 
U.S.  households. 

But  those  penetration  figures  are 
misleading.  VVhat  matters  is  not  the 
quantity  of  wire  but  its  quality — how 
much  data  can  be  passed  through  the 
wires,  and  how  easily.  On  this  score, 
the  cable  TV  companies  are  far  out  in 


Fiber-optic 

cable 

Time  Warner's  ATC  cable 

unit  is  installing  cable  like  this  to 

deliver  150  cable  stations  to  homes  in 

New -York's  Queens  borough. 


fi-ont  of  the  telephone  companies. 

The  arteries  of  a  cable  T\  system  are 
the  coaxial  cables  that  run  fi-om  the 
center  of  the  system,  the  so-called 
headend,  out  to  subscribers'  homes. 
Over  long  distances,  coaxial  cable  is 
not  a  ver\'  eflicient  conduit  of  elec- 
tronic impulses;  it  is  tar  mferior  to 
fiber-optic  cable.  About  evers'  quar- 
ter-mile, coaxial  cable  requires  an  am- 
plifier to  boost  tlie  signal  and  com- 
pensate for  resistance  on  the  line. 
These  amplifiers  create  electronic 
noise  and  virtually  prohibit  etficicnt 
two-way  communications  on  coaxial 
cable.  Because  of  this  limitation,  most 
pav-per-Niew  ;\\IA"  systems  and  the 
\arious  shopping  channels  depend 
upon  both  cable  and  telephone  com- 
panies: CustiMiiers  see  the  udeo  pro- 
gramming via  cable,  but  they  order 
films  or  merchandise  over  the  phone. 

Over  short  distances,  hi>wever,  co- 
axial cable  is  a  highly  etficicnt  data 
conduit.  Over  stretches  of  300  tect  or 
less  into  the  Ihmiic,  coaxial  cable  re- 
quires no  amplifiers.  Thus,  across  the 
so-called  drop — the  distance  from  the 
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General 
Instrument's 
Remote  'N  Phone 
This  wireless 
phone/remote 
control  unit  will 
allow  couch  pota- 
toes to  take  and 
make  calls  through 
their  cable  sys- 
tem without  leav- 
ing the  couch. 


terns  have  a  potential  bandwidth  of  1 
billion  hertz  (1  gigahertz).  Compare 
this  with  the  4,000  hertz  (4  kilohertz) 
capacity  of  current  twisted-pair  phone 
company  wires. 

The  point  is  this:  The  telephone 
companies'  existing  narrowband  cop- 
per wire  links  to  homes  can  normally 
hold  only  voice  and  data.  But  CATv's 
coaxial  broadband  links  to  the  home 
can  act  as  conduits  for  billions  of  bits 
of  full-motion  digital  video,  high- 
resolution  medical  images,  vivid  edu- 
cational simulations  and  lifelike  vid- 
eoconferences.  Comparing  the  two 
wires  is  like  comparing  a  five -car  ferry 
with  an  eight-lane  bridge. 

Here's  an  example  of  what  con- 
sumers can  already  receive  through 
the  cable  operators'  broadband  pipes: 

Through  a  service  called  X*press, 
from  TCI  spinoff  Liberty  Media  Inc., 
cable  subscribers  can  plug  their  per- 
sonal computers  into  their  CATV  sys- 
tem's coaxial  cable  outlet  and  receive 
a  huge  flow  of  digitized  data.  Sup- 
pose, for  example,  you  want  to  know 
what  is  being  written  about  IBM  and 
where  the  stock  closed.  Using  soft- 
ware from  X*press,  you 
set  your  com- 


curbside  ca- 
ble  into   the   living 
room — coaxial     cable     can 
now  handle  as  much  data  as  fiber- 
optic cable,  and  far  more  than  phone 
companies'  conventional  twisted-pair 
copper  wires  can  transmit. 

In  telecommunications  industry 
jargon,  coaxial  cable  over  short  dis- 
tances is  what  is  called  a  "broadband 
pipe" — a  conduit  through  which 
huge  amounts  of  data  can  flow  at 
enormous  speed.  Through  a  broad- 
band pipe,  for  example,  the  entire 
contents  of  the  Library  of  Congress 
could  flow  in  under  eight  hours.  To 
send  the  same  quantity  of  information 
by  modem  over  a  conventional  tele- 
phone line  would  require  500  years. 

To  get  a  bit  technical,  information 
moves  through  air  or  through  metal 
or  glass  cables  in  waves.  Cable  capaci- 
ty is  measured  in  frequency  or  band- 
width: the  number  of  waves  (or  hertz) 
passing  through  the  line  per  second. 
Current,  in-place  coaxial  cable  sys- 


databasc  services  like  Dow  Jones  or 
Dialog  at  a  fraction  of  the  price. 

Haven't  the  telephone  companies 
installed  much  more  fiber-optic  cable 
than  the  cable  companies?  Yes,  they 
have.  But  the  cable  companies  are 
increasing  their  base  more  rapidly. 
CATV  fiber  mileage  has  doubled  e\  erv 
year  since  1988,  and  will  hit  22,000 
miles  by  year-end.  While  telephone 
companies  today  devote  around  7%  of 
their  investment  budget  to  fiber  op- 
tics, the  cable  industry'  invests  more 
like  15%  of  its  capital  budget  in  fiber. 

More  important,  the  cable  compa- 
nies get  more  bang  for  every  mile  of 
fiber  they  lay.  Look  at  the  diagram  on 
page  82.  Traditionally,  CATV  systems 
have  expanded  using  a  tree-and- 
branch  structure:  A  single  coaxial 
trunk  cable  is  laid  starting  at  the  head- 
end; tributary  cables  run  off" this  trunk 
line  into  neighborhoods. 

Recently,  however,  the  most  ad- 
vanced cable  operators  have  been 
breaking  up  their  tree -and -branch 
systems  into  what  are  called  "star" 
configurations.  In  a  star  configura- 
tion, the  operator  installs  separate 
fiber-optic  lines  fi-om  the  cable  head- 
end at  the  center  of  the  star  to  neigh- 
borhood A.  Once  there,  the  broad- 
band fiber-optic  cable  can  connect 
into  the  existing  broadband 
coaxial  pipes  ser\ing  a 
few  hundred  of 


puter  to  tune 
in  this  news  from  a 
data  flood  pouring  in  over 
your  cable  line  from  35  news  wires. 
Likewise  for  stock  quotes,  movie  re- 
views, weather  reports,  horoscopes 
and  a  great  deal  else. 

Gerald  Bennington,  president  of 
X*press,  says  the  ser\'ice  is  designed 
primarily  for  computer  users  in  the 
home,  not  office,  and  is  priced  ac- 
cordingly: from  $4.95  per  month  for 
a  Prodigy-like  ser\'icc,  with  weather 
reports  and  stock  quotes,  to  around 
$25  per  month  for  a  wider  variety  of 
ser\'ices,  including  more  sophisticated 
investment  ntrw-s.  Ultimately,  some 
experts  believe  X'press  will  be  able  to 
keep  pace  with  centralized  on-line 


neighbor- 
hood   A's    homes. 
Then  the  operator  moves 
on  to  neighborhood  B  and  so  on, 
financing  each  phase  of  the  upgrading 
as  he  proceeds,  w  ithoiit  serious  inter- 
ruption to  the  existing  service. 

Remember  coaxial  cable's  Achilles' 
heel — all  those  amplifiers  needed  to 
boost  the  signal  over  long  distances.' 
By  installing  fiberoptic  cables  ft-om 
the  cable  headend  to  clusters  of 
homes  and  r\'ing  the  fiber  into  the 
neighborhood  coaxial  system,  the  ca- 
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ble  operator  can  deliver  a  data-rich  1  - 
gigahertz  signal  using  just  a  few — or 
even  no — amplifiers.  Eliminating 
those  amplifiers  opens  the  network 
for  two-way  traffic  that  can  be 
switched  at  the  cable  system's  head- 
end, like  a  phone  system. 

Now  compare  the  cable  operator's 
position  with  that  of  the  telephone 
companies.  To  achieve  the  same  level 
of  service  upgrade,  the  telephone 
company  would  have  to  make  the 
same  investment  in  fiber  trunk  lines — 
and  it  would  have  to  make  an  addi- 
tional, and  heavy,  investment  in  re- 
placing its  4-kilohertz  copper  wire 
links  into  customers'  homes  and  of- 
fices. As  long  as  the  twisted-pair  cop- 
per connections  remain,  phone  com- 
pany fiber  does  not  substantially  im- 
prove the  bandwidth  of  service  to  the 
home.  To  put  it  another  way:  There's 
no  point  in  sending  a  tidal  wave  of 
information  down  a  broadband  fiber 


line  and  into  the  neck  of  a  tiny  bottle. 
In  short,  a  cable  system  can  turn 
itself  into  a  supplier  of  a  wide  range  of 
broadband  services,  including  wire- 
less phone  and  computer  video,  at 
relatively  light  cost.  According  to 
American  Television  &  Communica- 
tions Corp.,  Time  Warner's  primary 
(4.6  million  subscribers)  cable  opera- 
tion, the  trunks-and-feeders  part  of  a 
cable  network  makes  up  only  19%  of 
the  financial  value  of  cable-installed 
base.  Remaimng  in  place  are  the  most 
expensive  parts  of  the  cable  system — 
those  broadband  coaxial  pipelines 
from  neighborhood  hub  to  home. 
These  lines  comprise  75%  of  the  dollar 
value  of  CATV  plant.  (The  other  6%  is 
the  headend  or  the  central  communi- 
ty organization  point.)  This  high  cost 
of  installing  new  broadband  links  to 
the  home  is  why  atc  Senior  Vice 
President  James  Chiddix  says:  "We 
[in  the  U.S.  cable  industry]  have  spent 


Tree  and  branch 


Source:  Jerrolrl  Comnuiiiiration'; 


By  using  fiberoptic  cable  to  reconfigure  their  tree-and-branch  coaxi- 
al cable  architectures  (above)  into  "star"  networks  (below),  cable 
operators  can  do  away  with  most  of  a  system's  noisy  amplifiers  while 
leaving  costly  links  to  the  homes  in  place. 


the  last  four  decades  putting  a  broad- 
band transmission  medium  into  the 
local  loop.  That  is  an  exceedingly 
difficult  thing  for  potential  competi- 
tors to  replicate." 

In  December  atc  rolled  out  the 
country's  most  ambitious  fiber-based 
cable  system,  in  Queens,  in  New 
York.  In  the  first  phase,  available  now 
to  some  10,000  Queens  households 
served  by  new  fiber-optic  trunk  lines, 
Time  Warner  offisrs  150  channels. 
These  include  90  conventional  cable 
channels — MTV',  Discovery,  ESPN  and 
the  like — and  60  pay-per-view  movie 
channels  over  which  it  sells  films  at 
prices  fi-om  $1.95  to  S4.95  each. 
Price  for  this  gready  expanded  stan- 
dard service:  $23.95  a  month — no 
more  than  basic  cable. 

But  this  is  merely  a  first  step.  Time 
Warner  plans  to  push  its  fiber-optic 
cables  still  deeper  into  the  neighbor- 
hood, and  to  transform  the  system 
from  one  based  on  the  flow  of  infor- 
mation in  analog  form — like  the 
waves  found  in  nature — to  one  based 
on  digitized  information  bits. 

What  will  that  mean  for  atc  and  its 
subscribers?  More  choice  for  sub- 
scribers, more  revenues  for  Time 
Warner.  Says  Chiddix:  "We'll  be  able 
to  provide  a  different  mix  of  200 
digital  channels  to  each  group  of  500 
homes.  This  should  be  sufficient  ca- 
pacity', when  combined  with  75  chan- 
nels of  basic  'broadcast'  senices,  to 
allow  us  to  pro\ide  indi\idually 
switched  video  to  indi\idual  homes." 

When  that  happens,  probably  with- 
in the  next  four  years,  the  age  of 
narrow'cast  information  will  have  tru- 
ly arrived.  "Tndividually  switched  \id- 
eo"  means  the  indixidual  \iewer  tells 
the  programming  vendor  what  he  or 
she  wants  to  see  and  w  hen,  rather  than 
tuning  in  based  on  a  vendor's  sched- 
ule. With  individually  switched  video 
in  place,  one  parent,  say,  might  partic- 
ipate in  an  interactive  college  reunion 
teleconference;  another  parent  might 
watch  a  basketball  game  bet>vecn  her 
alma  mater  and  an  obscure  rival;  a 
teenager  might  study  physics  with  a 
Caltech  professor,  w  hile  another  un- 
dergoes diagnostic  tests  for  a  torn 
knee  w  ith  a  specialist  across  the  coun- 
try. All  simultaneously. 

Science  fictii>n?  Rased  on  Time 
Warner's  work,  other  cable  company 
ventures  and  scores  i>f  phone  compa- 
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ny  experiments  across  the  country, 
individually  switched  video  for  mil- 
lions of  Americans  will  be  widely 
available  before  the  end  of  the  decade. 

As  they  move  closer  toward  out- 
right competition  with  the  telephone 
companies,  the  relatively  lightly  regu- 
lated cable  companies  enjoy  another 
*  advantage  over  the  rich-but-regulat- 
ed phone  companies:  They  are  still 
mostly  run  by  the  innovative  entre- 
preneurs who  built  most  of  the  big 
CATV  firms,  people  like  TCi's  John 
Malone  and  Cablevision  Systems' 
Charles  Dolan.  Indeed,  it  was  because 
these  entrepreneurs  responded  quick- 
ly to  competitive  threats  like  direct 
broadcast  satellite  television  and  vid- 
eo stores  in  the  1980s  that  the  catv 
industry  has  invested  so  heavily  in 
upgrading  its  systems. 

Congress  and  the  courts  continue 
to  hobble  the  telephone  companies 
on  the  grounds  that  they  are  local 
monopolies.  Thus  the  phone  compa- 
nies generally  cannot  own  cable  fran- 
chises in  their  own  service  areas,  nor 
have  they  been  allowed,  until  recent- 
ly, to  get  into  electronic  publishing. 
This  plays  nicely  into  the  cable  entre- 
preneurs' hands,  giving  them  time  to 
explore  parts  of  the  telephone  busi- 
ness before  the  companies  can  get 
into  their  business. 

For  example,  TCI  is  partnering  with 
McCaw  Cellular  to  develop  wireless 
phone  service  using  cable.  Using  rci's 


broadband  links,  McCaw  can  connect  | 
lightweight  cordless  phones  to  the   f 
cellular  hub  and  from  there  to  the 
local  and  long  distance  phone  net- 
works. It's  a  nift)'  sharing  of  resources. 
McCaw,  which  used  to  be  in  cable, 
provides  the  phone  service,  marketing 
and  billing;  TCI  (whose  John  Malone 
is  on  McCaw's  board)  supplies  the 
vital  broadband  connections  neces 
sary  to  carry  the  signals  from  scores  of 
wireless  phones  possibly  clustering  at 
unpredictable  places. 

Another  big  cable  company,  Ralph 
Roberts'  Comcast  Corp.,  has  been 
investing  in  cellular  telephones  since 
1988.  On  Mar.  5  this  year,  Comcast 
plunked  down  another  $1  billion  to 
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Who's  who  in  cable:  the  public  top  five 

Name  Number  Operating  Cable  as  %  Cash  flow 

of  cash  flow  of  operating  per  share 

subscribers         1991  cashflow  1991 

^K^ '  (millions)         ($mil)  1991 


I 


Tele-Communications  Inc^ 

11.3 

$1540E 

95% 

$3.67E 

$9.7 

16 

22      8 

Time  Warner  Inc 

6.7 

2630 

39 

24.50 

8.8 

106 

193    66 

Comcast  Corporation' 

2.8 

309 

92 

2.40 

1.7 

16 

19      7 

Jones  Intercabie^  1.7     .  49  100  4.00 

Cablevision  Systems  Corp        1.6  269  100  12.00 

includes  subscribers  to  Storer  Cable,  owned  50%  by  Comcast,  42%  by  TCI. 
Source:  Moran  &  Associates. 


Debt  Recent  5-year         Other 

($bil)  price  high    low      cable-related 

investments 


Turner  Broadcasting,  Discovery 
Channel,  UK  cable  systems 
Turner  Broadcasting,  Whittle  Com- 
munications, E!  Entertainment  Channel 
QVC,  Turner  Broadcasting, 
UK  cable  systems 

12  17      6      None 

30  47      9      Rainbow  Programming  Enterprises 


0.3 
2.2 


^May  fiscal  year  annualized  for  calendar  1991.     E:  Estimate. 


These  companies  serve  half  the  55  million  cable  subscribers  in  the  U.S. 


buy  Philadelphia's  nonwireline  cellu- 
lar franchise,  thus  becoming  tJie  first 
U.S.  company  to  own  cable  and  cellu- 
lar systems  in  the  same  market. 

There  is  cooperation  as  well  as 
competition  between  the  cable  and 
telephone  companies.  Examples: 

■  TCI  is  joining  US  West  and  AT&T  in  a 
Denver  test  of  video-on-demand, 
supplying  the  viewer's  choice  of 
2,000  movies  within  minutes. 

■  U.S.  phone  and  cable  companies  are 
combining  to  provide  a  variety  of 
communications  services  all  over  Eu- 
rope, where  cross-ownership  prohibi- 
tions do  not  apply,  us  West,  for  exam- 
ple, has  invested  in  cable  in  France, 
Hungary,  Sweden  and  Norway,  and 
has  teamed  up  with  TCi  to  supply  joint 
cable  and  phone  service  in  the  U.K.  to 
2.9  million  homes. 

■  In  Washington's  Virginia  suburbs, 
Cablevision  of  Loudoun  is  linking 
with  Bell  Adantic  and  innovative 
BroadBand  Technologies,  Inc.  of  Ra- 
leigh, N.C.  in  an  ambitious  digital 
video  trial  resembling  Time  Warner's 
plans  for  Queens.  This  joint  venture 
enhances  picture  quality,  provides  on- 
screen menus  and  automatically  re- 
ports line  trouble. 

Through  its  fiber  and  coaxial  lines, 
the  cable  industry  is  also  becoming  a 
force  in  computer  networks,  the  fast- 
est-growing part  of  the  computer  in- 
dustry. As  the  computer  industry' 
moves  from  simple  text  communica 
tions  to  images  and  multimedia,  the 
telephone  companies  have  often 
failed  to  keep  up  by  offering  lines  of 
sufficient  bandwidth  to  transmit  large 
amounts  of  digital  data  required  by 
video  and  graphics. 


Digital  Equipment  Corp.  senior 
consultant  James  Albrycht  tells  a  re- 
vealing stor>^  DEC  wanted  to  link  its 
headquarters  with  employees'  per- 
sonal computers  at  home.  DEC  decid- 
ed to  use  Ethernet,  a  fast  local  area 
netu^ork  system  normally  confined  to 
individual  buildings.  But  dec's  local 
phone  company,  Nynex  Corp.,  was 
unable  to  provide  the  broadband  dig- 
ital lines  Ethernet  required. 

Stymied  by  Nynex,  Albrycht 
turned  to  his  local  cable  provider, 
Cablevision  Systems.  He  discovered 
not  only  that  Cablevision's  fiber/ 
coaxial  cable  network  could  supply 
ample  bandwidth  between  dec's  of- 
fices and  employees'  homes  but  also 
that  Cablevision's  switching  structure 
was  more  suitable  for  Ethernet  than 
the  telephone  company's  switching 
systems  were.  "It  was  a  simple  over- 
lay," Albr\'cht  recalls.  "We  had  Eth- 
ernet up  and  running  [on  Cablevi- 
sion's network]  in  four  days." 

Under  the  name  of  Community 
Multimedia  Networking,  Digital  is 
planning  other  networking  systems 
across  the  countrv',  using  CATV  sys- 
tems for  videoconferencing,  video 
store -and -forward,  file  transfers,  vid- 
eo mail  and  other  value-added  tele- 
communicauons  services. 

Curiously,  Wall  Street  is  unim- 
pressed by  the  c:at\'  companies'  tech- 
nological lead  and  enormous  com- 
mercial opportunities.  Despite  the 
strong  stock  market,  most  of  the  pub- 
licly owned  cable  companies  are  trad- 
ing at  sizable  discounts  from  their 
1989  highs  (itr  table).  Perhaps  this  is 
because  investors  fear  Congress  will 
decide  to  re  regulate  cable.  Or  per- 


haps it  is  because  the  entrepreneurs 
who  run  the  cable  companies  are  \ 
interested  in  reported  earnings  than 
in  maximizing  asset  values  by  borrow- 
ing and  investing  heavily  and  paying, 
minimal  taxes. 

Still,  some  smart  money  has  been 
flowing  quiedy  into  cable.  In  1990 
Forstmann  Litde  &  Co.  and  its  limit- 
ed partners  paid  approximately  S1.6 
billion  for  General  Instrument,  the 
cable  industry's  chief  supplier  of  capi- 
tal equipment.  And  last  month  the 
partners  at  investment  bankers  Lazard- 
Freres  paid  S400  million  for  19%  o^i 
heavily  indebted  Continental  Ca- 
blevision Inc.,  a  Boston-based  opera- 
tor with  2.9  million  subscribers. 

Are  the  partners  at  Forstmann  and 
Lazard  right  about  cable.-  Impossible 
to  know.  Telecommunications  tech- 
nologv'  is  changing  with  incredible 
speed.  The  heavily  capitalized  tele- 
phone companies  could  make  a  fast 
comeback,  especially  if  Congress  and 
the  courts  deregulated  them.  But 
Congress  first  seems  inclined  to  add 
to  cable's  regulator)'  burdens.  And 
the  computer  companies — where  en- 
trepreneurial vitalitv'  is  high  and  there 
is  no  regulation — will  also  arise  as 
serious  competitors  in  creating  digital 
information  networks. 

Onething,  hoiKever,  is  already  clear. 
The  telephone,  television  and  com- 
puter are  rapidly  merging  into  a  single, 
vers-  intelligent  box — a  telecomputer. 
This  telecomputer  will  be  linked  to  the 
rest  of  the  wx^rld  bv  high-capacity 
smart  wires.  As  things  now  stand,  the 
cable  companies  have  moved  these 
broadband  wires  closer  to  homes  and 
offices  tiian  anvcnie  else.  Hi 
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'OU'VE  ALWAYS  LOOKED  GOOD  IN  BLACK.  It's  a  color  that's  the  very  soul  of 
sophistication  and  style.  One  that's  quite  appropriate  for  the  latest  Mazda  Miata.  A  car  whose 
technical  sophistication  has  drawn  rave  reviews.  And  whose  style  has  been  hailed  as  classic  in  its 
own  right,  sa  As  with  every  Miata,  the  thrills  are  built  in.  You'll  cut  and  thrust  in  city  traffic  or  carve  up  a 
mountain  highway  with  equal  skill,  all  accompanied  by  the  throaty  growl  of  a  tuned  exhaust.  The  scent  of 
leather  and  the  exhilaration  of  top-down  driving  make  the  sports  car  experience  complete.  Bd  So  whether 
you're  out  for  a  day  in  the  country  or 
a  night  at  the  opera,  you'll  find  this 
Miata  well-suited  to  the  occasion. 


THE  MAZDA  MIATA 

The  black  Miata  comes  with  a  tan  intericn'  and 
leather  seats'  matching  softtop,  power  windows, 
and  available  BBS*  alloy  wheels.  Performance 
highlights  include  a  I.6L  DOHC  l&valve  engine, 
S'Speed,  short'throw  shifter,  douhle-wishbone 
suspension  and  4'wheel  disc  brakes.  Plus  a 
Se^nnonth/SOjOOOtniie,  ru>deductible,"bumper' 
to-bumper"  warranty.  See  your  dealer  for 
limited-warranty  details.  To  arrange  a  formal 
introduction,  call  1-800-639-1000. 

*  Seats  upholstered  in  leather  except  on  rear  side  of  seaiback 
and  other  minor  areas. 
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Asians  are  eating  less  rice  and  more  chicken  and 
shrimp,  and  shopping  in  convenience  stores.  At  the 
center  of  this  upheaval  in  diet  and  distribution  is  Thai 
billionaire  Dhanin  Chearavanont. 

The  birdman 
of  Bangkok 


By  Andrew  Tanzer 

High  above  the  din  of  Bangkok's 
Silom  Road,  on  the  thirtieth  floor  of 
his  gleaming  new  headquarters  build- 
ing, Dhanin  Chearavanont  recalls 
some  milestones  passed  in  building 
his  sprawling  agri- industrial  empire, 
Charoen  Pokphand  Group.  Charoen 
Pokphand — CP  Group,  as  it  is  known 


in  many  corners  of  the  Far  East — has 
conquered  markets  for  processed 
chicken,  shrimp  and  animal  feed  in 
Thailand,  Indonesia  and  elsewhere  in 
Southeast  Asia.  It  is  on  the  move  in 
China  and  Turkey.  An  invasion  of 
Indochina  is  in  the  planning  stages. 
"It's  inevitable  that  we'll  be  the 


Dhanin  Chearavanont,  chief  executive  of  Charoen  Pokphand  Group 
He  doesn't  Just  want  to  be  a  chicken  farmer. 


largest  feedstuff,  chicken  and  prawn 
producer  in  the  world,"  says  Dhanin, 
a  compact  52-year-old,  through  an 
interpreter.  "This  is  not  just  an  aim;  it 
is  a  fact  that  we'll  be  number  one." 

That's  quite  a  claim.  CP  Group's 
sales  will  likely  hit  an  impressive  $4 
billion  this  year.  But  how  will  it  sur- 
pass such  feed  giants  as  $49  billion 
Cargill,  or  integrated  poultn,'  agri- 
businesses like  S20  billion  ConAgra? 

Dhanin  responds  by  ticking  off  the 
populations  of  some  of  his  key  mar- 
kets. Thailand,  60  million.  Indonesia, 
180  million.  China,  1.2  billion.  "We 
have  a  formula  for  success  in  less- 
developed  countries,"  he  explains. 

Say  this  for  Dhanin.  He's  in  the 
right  business  at  the  right  time  in  the 
right  place.  Trends  that  occurred  de- 
cades ago  in  Jie  U.S. — urbanization, 
rising  incomes,  a  growing  middle 
class  and  working  women — are  being 
repeated  now  in  the  rapidly  develop- 
ing Asian  countries.  As  old  customs 
are  breached  and  as  time  becomes 
more  valuable,  demand  grows  for 
things  like  convenience  stores  and 
frozen,  processed  and  packaged 
foods.  Supermarkets  and  fast-food 
outiets  such  as  Kentucky'  Fried  Chick- 
en, McDonald's  and  Pizza  Hut  are 
sprouting  across  the  region. 

As  incomes  grow,  many  Asians  arc 
eating  less  rice  and  more  meat,  poul- 
tr)'  and  fish.  Thailand's  per  capita 
consumption  of  poultr\'  has  risen  ten- 
fold from  the  eariy  1970s,  to  22 
pounds  a  year  per  person.  (America, 
the  world's  biggest  poultr\'  market, 
consumes  100  pounds  a  person.) 

At  the  center  of  all  thiys  Dhanin's 
CP  Group,  a  Byzantine  sprawl  of 
about  200  companies,  10  of  them 
listed  on  \arious  Southeast  Asian 
stock  exchanges.  (One  Hong  Kong 
listing,  CP.  Pokphand,  a  holding 
company  that  controls  most  of  the 
group's  assets  in  Hong  Kong  and 
China  and  some  in  Thailand,  Indone- 
sia and  Turkey,  is  appKing  to  list  its 
.\mcrican  Dcpi>sitar\  Receipts  in 
New  York.)  Prcvcssed  fcxKJ  and  ani- 
mal fcedstutl^  arc  CP  Group's  founda- 
tion, but  the  gri>up's  activities  range 
widely.  CP,  for  example,  is  the  joint 
\cnturo  partner  of  Kentucky  Fried 
Chicken  in  Bangkok  and  Shanghai.  It 
supplies  chicken  to  Kentucky  Fried  in  ' 
Beijing,  Hong  Kt^ig  and  Singapore. 

In  riiailand  i,  r  holds  the  ~  Flcvcn 
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IT'S  AMAZING  WHAT  YOU  CAN  SAVE  WITH 
A  RECYCLING  PROGRAM. 


Imagine  using  a  chemical  waste  to  make  a  liffesaving  drug. 
Today,  BP  is  helping  to  do  just  that—  using  its  own  proprietary 
process  to  recover  and  purify  acetonitrile,  a  waste  by-product  of 
chemical  manufacturing.  Sold  to  the  pharmaceuticals  industry, 
purified  aceto  is  used  to  make  insulin,  a  drug  that  means  life 
to  millions  of  diabetics.  Proof  that  sometimes  a  company's  most 
important  savings  aren't  measured  in  dollars.  For  more  infor- 
mation, write  BP,  200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


TTre  Energy  To  Change 


Charoen  Pokphand  Group 

franchise,  has  its  own  chain  of  Ches- 
ter's sit-down  grilled  chicken  restau- 
rants and  has  created  a  network  of  300 
company-operated  5-Star  Brand  car- 
ry-out chicken  booths.  Dhanin  will 
move  this  year  into  petrochemicals  in 
Thailand,  in  a  $320  million  pvc  joint 
venture  with  Belgium's  Solvay.  With 
New  York  telephone  company  Nynex 
Inc.  as  partner  and  Siemens  supplying 
the  switching  equipment,  CP  Group  is 
investing  $3  billion  in  a  2-million-line 
telephone  concession  in  Bangkok. 

On  yet  another  front,  in  a  licensing 
tie-up  with  Honda  Motor  Co.  in 
Shanghai,  cr  makes  200,000  motor- 
cycles a  year,  many  of  which  are  sold 
to  Chinese  farmers  who  suddenly 
have  spare  income,  thanks  to  their 
links  to  CP.  Add  it  all  up  and  CP 
Group's  consolidated  sales  came  to 
$3.1  billion  in  1991.  Revenues  are 
growing  20%  to  30%  a  year,  Dhanin 
says,  and  annual  pretax  profits  run  at 
$250  million  to  $300  million. 
Dhanin  is  worth  at  least  $1  billion;  CP 
Group's  rapidly  growing  operations 
in  China  alone  will  make  him  another 
billion  in  fairly  short  order. 

The  youngest  of  four  sons  born  to 
Chinese  parents  who  immigrated  to 
Thailand  in  1919,  Dhanin  elbowed 
his  older  brothers  aside  (he  turns 
vague  when  asked  for  details)  and 
took  control  of  the  family  feedstuflfs 
business  in  1964  at  age  25.  Dhanin 
had  little  formal  education,  but  he  was 
aware  of  the  enormous  increases  in 
yield  that  had  been  achieved  in  the 
1950s  by  U.S.  poultry  researchers. 

In  1973  Dhanin  acquired  chickens 
from  Hartford,  Conn. -based  Arbor 
Acres,  a  pioneer  in  the  selective  breed- 
ing of  fast-growing,  meaty  broilers.  CP 
hired  nutritionists  overseas  to  help 
formulate  the  special  feed.  He  then 
began  supplying  Thai  farmers  with 
day-old  chicks,  poultry  feed  and  other 
supplies,  and  agreed  to  buy  back 
broilers  at  a  guaranteed  price. 

The  productivity  increases  were 
stunning.  With  cp's  scientifically  for- 
mulated feed  and  automated  chicken 
houses,  day-old  chicks  turn  into  4- 
pound  broilers  in  six  or  seven  weeks, 
instead  of  the  three  to  four  months 
needed  by  farmyard  hens,  and  achieve 
that  weight  on  half  as  much  feed.  That 
fourfold  increase  in  yield  has  helped 
turn  Thailand  into  Asia's  only  major 
net  food  exporter. 
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Dhanin's  early  efforts  raised  the 
eyebrows  of  Thailand's  bureaucrats, 
who  demanded  to  know  why  Dhanin 
wasn't  supporting  100  farmers  raising 
100  chickens,  instead  of  1  farmer 
raising  10,000  chickens.  "What  the 
technocrats  didn't  understand,"  re- 
calls Dhanin,  "is  that  if  we  supported 
100  farmers,  costs  would  be  too  high 
and  they'd  all  go  bankrupt."  Eventu- 
ally Dhanin  convinced  the  bureau- 
crats that  if  they  left  him  alone,  Thai- 
land could  compete  with  the  world  in 
many  foodstuffs  and  build  up  sup- 
porting businesses  like  breeding 
farms,  slaughterhouses  and  grilled 
chicken  restaurants. 

In  1986  Dhanin  diversified  into 
shrimp  farming,  now  c:p  Group's  fast- 
est-growing agribusiness.  As  it  does 
with  chickens,  the  company  supplies 
farmers  with  shrimp  iarxae  and  shrimp 
feed,  a  relatixeh'  complex  high  pro- 
tein product  that  sells  for  four  times 
the  price  of  chicken  feed  and  earns 
double  the  margins.  The  farmers 
grow  the  shrimp  in  rice  paddies  con 
verted  into  shrimp  ponds.  When  the 
shrimp  are  ready  for  hanesting,  i  P 
Ciroup  buys  back  the  production  for 
processing,  tVee/ing  and  export  to 
Japan,  the  l^S.  and  Kurope.  Thailand 
now  earns  $1  billion  a  vear  exporting 
trozen  shrimp. 

After  refining  his  contract  farming 


techniques  in  Thailand,  Dhanin  be- 
gan in  the  early  1970s  to  take  them  to 
other  developing  countries — Indone- 
sia, Singapore,  Malaysia,  Taiwan  and 
Hong  Kong,  and  more  recently  to 
Turke\'  and  Portugal.  But  by  far  c  i' 
Group's  most  exciting  prospects  are  - 
in  China.  Dhanin  predicts  that  output 
of  day-old  chicks  supplied  by  t  p 
Group  to  broiler  farms  in  China  will 
increase  from  2  million  a  week  this 
year  to  10  million  within  five  years. 

Dhanin  first  invested  in  China  in 
1979  and  is  now  seeing  his  .sales  there 
expand  30%  to  40%  a"  year,  to  $600 
million  last  year.  CP  earns  net  margins 
of  10%  to  15%  at  most  of  its  ventures 
in  C-hina,  double  its  margins  in  more 
competitive  Thailand. 

Dhanin  isn't  exaggerating  w  hen  he 
says  he's  already  changing  the  diet  of 
C^hina  by  slashing  the  cost  ofchicken. 
"TraditionalK,  chicken  was  the  pre 
ferred  meat  ser\ed  to  honored 
guests,"  he  says.  But  for  centuries  that 
has  meant  scrawny  birds  with  ttnigh 
meat,  i  p's  chickens  are  more  lender, 
much  meatier  and  cheaj^cr.  "They 
[the  Chinese  1  are  even  putting  broil 
ers  into  chicken  soup."  says  Kenneth 
Shum,  .\sian  regional  manager  of  Ty- 
son IihkIs,  one  of  Dhanin's  toughest 
ci>mpetitors. 

The  I'.S.  Department  of  Agricul- 
ture estimates  jx)ulir\  consumption 
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LEFT: 

Day-old  chicks  to 
4-pound  broilers  in 
SIX  weeks 

RIGHT: 

Peeling 
farm-cultured 
prawns 

CP's  farming 
techniques  have 
heiped  turn  Thai- 
iand  into  Asia's 
only  major  net 
food  exporter. 


per  capita  in  China  has  nearly  doubled 
since  1987,  to  7  pounds.  It  is  several 
times  that  in  Guangdong,  (China's 
most  affluent  province,  where  c;p  op- 
crates  in  a  joint  venture  with  New 
York's  Continental  Grain. 

CP  Group  has  made  Dhanin  a  bil- 
ionaire,  but  like  many  of  Southeast 
Asia's  ambitious  overseas  Chinese 
empire-builders,  he  pushes  for  more. 
An  obvious  avenue  of  extension  leads 
into  export  of  frozen  chicken.  In  Sara- 
buri,  60  miles  north  of  Bangkok,  c;p 
Group  operates  a  chicken  processing 
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plant  with  5,000  workers  cutting  up 
and  deboning  1  million  broilers  a 
week.  In  one  room  800  women,  each 
of  whom  is  paid  about  $4  to  $5  a  day, 
stick  chunks  of  chicken  on  yakitori 
skewers  for  freezing  and  export  to 
Japan.  In  the  next  room  600  women 
cut  breast  meat  into  filets,  which  c;p 
freezes  and  then  sells  to  Japanese 
supermarkets. 

Nothing  goes  to  waste.  The  pro- 
tein-rich chicken  feathers  are  recycled 
into  chicken  feed,  the  innards  into 
feed  for  fish  farms.  The  carcasses  are 


fed  to  crocodiles  on  CP's  newly  devel- 
oped crocodile  farms,  where  the  rep- 
tiles are  har\ested  for  meat  and  hides. 

c;p  has  also  developed  a  line  of 
processed  foods,  such  as  \\  dinners, 
microwa\eable  prefried  chicken  and 
prepared  foods,  such  as  cabbage  rolls 
stuffed  with  chicken,  and  Chinese 
dumplings.  Much  of  production  is  for 
export  to  Hurope  and  to  the  Japanese 
market,  where  Thailand,  thanks  to 
Dhanin,  has  edged  out  the  U.S.  as  the 
leading  supplier  of  chicken. 

Even  Dhanin's  hobbies  are  related 
to  cp's  basic  bird  businesses.  He 
breeds  and  races  Belgian  homing  pi- 
geons (a  gambling  sport  in  Asia),  and 
raises  and  trains  Thai  fighting  cocks. 

What  makes  Dhanin  Chearaxanont 
fiy.'  James  Brow  is  Asia  Pacific  manag- 
er of  Philip  Morris'  Oscar  Mayer  unit, 
which  supplies  (P  Group  with  meat 
processing  technolog)'.  Brow  knows 
Dhanin  well  and  says  the  Thai  busi- 
nessman uants  the  recognition  due  a 
big  player,  first  in  Asia,  then  interna- 
tionally. ""He  doesn't  just  want  to  be  a 
chicken  farmer,"  says  Brow.  For  an 
entrepreneur  who's  rapidly  changing 
the  diet  of  a  billion  Asians,  there's  not 
much  danger  of  that.  ^ 


IF  YOU  HAVE  AN 
EYE  PROBLEM,  YOU  DONT 
GO  TO  A  FOOT  DOCTOR. 


If  you're  buying  commercial  or 

specialty  lines  insurance,  why  would  you 

go  to  anybody  but  The  Home? 

At  The  Home  Insurance  Company,  we've  become  specialists  in  underwriting  large, 

complex  business  and  specialty  accounts.  And  this  has  its  advantages.  Often  we  find  ways 

to  insure  risks  other  companies  don't  quite  understand.  At  the  very  least,  we  can 

show  you  how  to  make  your  premiums  work  a  little  harder  Talk  to  your  agent  or  broker. 

Home  Insurance 
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Forget  bran,  fiber  and  other  supposed  cholesterol 
beaters.  Cereal  makers  are  getting  back  to  basics, 
and  it's  time  to  ... 

Pass  the  sugar 


By  Norm  Alster 

Remember  when  breakfast  meant 
downing  a  bowl  of  fibrous  husks  with 
some  relentlessly  correct  name:  Com- 
mon Sense  Oat  Bran,  Oatbake  or 
Kenmei  Rice  Bran?  Well,  these  good- 
for-you  cereals  now  cling  to  market 
shares  of  less  than  half  of  1%.  All  were 
done  in  by  a  1990  article  in  the  New 
England  Journal  of  Medicine  that 
questioned  the  value  of  oat  bran  in 
fighting  cholesterol. 

So  what's  the  latest  craze 
in  the  $7  billion  cold  cereal 
market?  Good  old  glucose 
and  sucrose.  Today  Kel- 
logg's  hottest  new  brand  is 
a  sugary  confection  called 
Cinnamon  Mini  Buns.  Cin- 
namon Mini  Buns  won't  do 
much  for  your  cholesterol, 
but  with  lots  of  sugar  and 
other  sweeteners  in  each 
serving,  they  provide  a 
quick  fix  for  a  throbbing 
sweet  tooth. 

Two  old  favorites — 
Cheerios,  from  General 
Mills,  and  Kellogg's  Frost- 
ed Flakes — still  duel  for  top 
cold  cereal  share;  each  cur- 
rentiy  commands  over  4%, 
according  to  Information 
Resources,  a  Chicago  mar- 
ket research  firm.  But  General  Mills 
has  scored  impressively  by  using 
sweeteners  to  extend  the  Cheerios 
line.  Honey  Nut  Cheerios  and  Apple 
Cinnamon  Cheerios  have  pushed  the 
Cheerios  family  to  a  10%  share  of  the 
total  market. 

The  aerial  antics  of  pitchman  Mi- 
chael Jordan  notwithstanding,  no- 
frills  low-sugar  Wheaties  has  been  los- 
ing altitude.  To  revive  its  "Brcaklast 
of  C'hampions,"  General  Mills  recent- 
ly added  Wheaties  Honey  Gold. 

The  new  breakfast  confections  are 
marketed  to  both  kids  and  their  par- 
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ents.  A  common  ad  theme  shows 
older  folks  battiing  kids  for  control  of 
the  cereal  box. 

But  in  real  Ufe  parents  try  to  keep 
their  kids  away  from  sugar,  or  at  least 
say  they  do.  Ask  Wendy  Leahy  of 
Watertown,  Mass.  as  she  picks  up  a 
box  of  regular  Cheerios  for  her  three 
kids,  along  with  a  box  of  Apple  Cinna- 
mon Cheerios.  A  responsible  parent, 
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Leahy  wouldn't  dream  of  feeding  her 
kids  presweetened  cereal.  "I'll  proba- 
bly end  up  eating  it,"  she  confesses 
sheepishly. 

More  galling  still  to  kids,  cereal 
makers  are  pushing  sweetened  cereals 
to  grownups,  with  appeals  to  relive 
childhood  through  food — a  child- 
hood that  today's  nutritionally  cor 
rect  tykes  don't  get  to  live  in  the  first 
place.  So  fi)r  Frosted  Flakes,  Kellogg's 
current  ad  campaign  uses  the  line 
"the  taste  you  never  outgrow."  Lis 
ten  closely  to  the  jingle:  "I  \\o\\\ 
grow  up,  not  even  for  a  day.  I'll  do 


what  makes  me  happy,  no  matter 
what  they  say."  That's  not  the  way 
they  sold  Kenmei  Rice  Bran. 

Adults  still  wrestie  with  guilt,  but 
cereal  marketers  have  discovered  a 
nifty  way  to  overcome  it:  honey.  Hon- 
ey is  the  golden  marketing  bridge 
between  the  health  pitches  of  the  late 
Eighties  and  the  renewed  emphasis 
on  taste.  According  to  Steve  Sanger, 
senior  vice  president  of  General  Mills, 
honey  is  perceived  by  some  consum- 
ers to  be  a  healthier  alternative  to 
sugar.  Sales  of  Honey  Bunches  of 
Oats,  put  out  by  General  Foods'  Post 
division,  rose  nearly  13%  in  1991, 
while  Honeycomb,  also  from  Post, 
logged  an  1 1%  gain. 

Is  honey  really  more  nutritious 
than  sugar?  "Absolutely  not,"  says 
Joseph  Perret,  a  section  leader  in  the 
U.S.  Food  &  Drug  Administration's 
division  of  regulator)'  guidance.  But 
the  cereal  makers  don't 
I  have  to  make  claims  for 
honey.  They  don't  even 
have  to  put  much  honey  in 
the  box.  They  just  have  to 
mention  that  there's  honey 
in  there. 

The  best  clue  to  honey's 
marketing  value?  In  Post's 
Honey  Bunches  of  Oats, 
honey  is  only  the  thir- 
teenth ingredient  by 
weight.  Sugar  is  number 
three,  brown  sugar  num- 
ber five.  In  General  Mills'  j 
Wheaties  Honey  Gold,  : 
sugar,  brown  sugar  and 
corn  syrup  all  precede  hon- 
ey in  the  list  of  ingredients. 
But  sugar  rarely  makes  it  to 
the  bright  bold  lettering  at 
the  top  of  the  box.  An 
informal  content  anah-sis 
of  cereal  boxes  rc\  ealed  at  least  ten 
with  the  word  honey  in  the  title,  and 
just  one,  a  private- label  brand,  pro- 
moting Its  sugar  content. 

For  marketers  going  the  pure  sugar 
route,  "frosted"  is  the  operative  eu- 
phemism. Kellogg  engineered  a  hit  by 
sprinkling  sugar  on  scratchy  shredded 
wheat,  calling  the  product  Frosted 
Mini  Wheats.  Sales  of  the  prcxluct 
jumped  19%  last  year. 

Some  t)f  the  new  cereals  may  not  be 
all  that  good  for  you,  but,  hey,  when 
\-ou've  got  a  sweet  tooth,  who 
cares?  Bi 
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ARRIVE  HOME 

READY  TO  MAKE 

THAT  IMPORTANT 

PRESENTATION. 

When  you  fly  British 

Airways  Club*  Class, 

you'll  enjoy  our 

renowned  British 

service  that  pays 

attention  to  every  Httle 
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A  historic  step  in  building  an  export  industry:  GM  wil 
build  an  Opel  minivan  for  Europe  in  a  U.S.  plant. 

Baby  steps 


By  Jerry  Flint 

When  you  consider-  the  American 
automobile  industry's  histor>',  it's  no 
surprise  that  Detroit  isn't  much  of  an 
exporter.  The  industry  traditionally 
preferred  creating  production  to  ex- 
porting. Historically,  whenever  GM  or 
Ford  or  Chrysler  identified  a  major 
foreign  market — from  Germany  to 
Australia — it  bought  out  local  manu- 
facturers or  designed  automobiles 
and  trucks  to  fit  those  markets  and 
built  plants  there. 

Slowly,  the  old  mind-set  is  chang- 
ing and  the  U.S.  is  becoming  a  manu- 
facturing base  for  auto  exports.  The 
most  significant  move  in  this  direc- 
tion is  General  Motors  Corp.'s  deci- 
sion to  build  a  minivan  in  the  U.S.  and 
export  it  to  Europe.  The  van,  Forbes 
learns,  will  be  a  version  of  the  new  GM 
minivan  due  late  in  1995,  but  with 
design  and  engineering  input  from 
gm's  European  team.  It  probably  will 
carry  a  European  engine  and  will  be 
sold  under  the  Opel  nameplate,  the 
badge  of  most  of  gm's  European  cars. 
Never  before  has  an  Opel  been  made 
in  America.  GM  figures  to  ship  about 
50,000  a  year,  or  about  $750  million 
worth,  starting  in  the  1996  model 
year.  That's  the  way  to  make  money  in 
the  auto  business:  extra  volume  with- 


out new  capital  investment. 

This  is  a  major  pohcy  change — 
never  before  has  GM  put  a  foreign 
badge  on  a  U.S. -made  vehicle — and 
for  good  reason.  GM  Europe  is  per- 
haps the  hottest  automaker  in  the 
world  today.  It  has  earned  S5.5  bil- 
lion in  net  income  over  the  past  three 
years;  sales  for  the  first  two  months  of 
1992,  297,000  cars,  came  within  a 
notch  of  topping  Fiat  for  second  place 
across  Europe,  afiier  Volkswagen. 

This  sparkling  performance  led  to 
Chrysler's  hiring  Robert  Eaton,  who 
headed  GM  Europe,  to  succeed  Lee 
lacocca  as  its  chief  executive. 

Thanks  to  this  success,  GM  Europe 
is  running  short  of  capacit)'.  With  the 
Japanese  on  the  attack  in  Europe,  and 
a  new  GM  plant  near  completion  in 
Germany,  GM  Europe  is  leery  of  add- 
ing more  expensive  capacity  (Central 
Europe  excepted).  But  GM  executives 
think  the  minivan  market  in  Europe 
will  grow,  and  they  need  a  product. 

Solution:  build  it  in  the  U.S.,  which 
has  become  a  ver\'  cost-competitive 
production  site  (Forbes,  Mar.  30). 

In  the  U.S.  GM  has  surplus  capacit\' 
and  plenty  of  minivan -making  experi- 
ence. So  it's  a  case  of  matching  for- 
eign demand  to  U.S.  capacity'  and 


working  out  common  designs.  It  may 
sound  simple,  but  it  has  never  been 
tried  before;  wisely,  GM  Europe  isn't 
putting  its  name  on  anything  that 
doesn't  meet  its  design  and  engineer- 
ing demands.  That's  why  the  U.S.- 
made  Opel  minivan  is  four  years  away. 

In  addition  to  this  breakthrough, 
ordinary'  car  exports  are  already 
climbing.  GM  exported  130,000  vehi- 
cles from  North  America  last  year,  up 
30%  from  the  year  before,  with 
54,000  bound  for  the  Middle  East. 

Chrysler  exported  92,000  vehicles 
last  year,  mosdy  Jeeps  and  minivans, 
up  1 7%.  Later  this  fall  Chn'sler's  Tole- 
do plant  will  begin  producing  right- 
hand-drive  Jeeps  for  export  to  Japan 
and  Britain. 

Ford  exported  52,000  vehicles  last 
year,  up  fi-om  36,000  in  1990;  by  the 
end  of  next  year  Ford  will  be  export- 
ing right- hand -drive  Probe  sports 
coupes  (actually  assembled  in  a  Maz- 
da plant  outside  Detroit).  Ford  plans 
exports  of  6,000  Explorers  a  year, 
starting  this  fall,  and  also  plans  to  ship 
a  fiiture  minivan  to  Europe. 

What  of  the  Japanese  transplants? 
From  its  Ohio  plants,  Honda  plans  to 
export  40,000  cars,  up  fi-om  27,000 
last  year.  Honda  shipped  14,500 
U.S. -made  Accords  back  to  Japan  last 
year,  and  is  the  only  company  build- 
ing right-hand-drive  export  cars  in 
the  U.S.  today. 

Toyota  shipped  24,000  made -in - 
Kentucky'  cars  to  foreign  markets  last 
year  and  expects  that  to  grow  to 
45,000  this  year.  Right-hand-drive 
production  starts  this  spring. 

Puny  numbers  compared  with  the 
5.8  million  vehicles  shipped  fi*om  Ja- 
pan last  vcar.  But  it's  a  start.  ^M 
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No  one  who  writes  on  this  subject  again  can  be  taken 
seriously  if  he  does  not  confront  the  analysis  presented 
in  Richard  Epstein's  new  book,  "Forbidden  Grounds." 


TfaeciTil 
Hghtstax 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


As  ONE  of  the  brilliant  legal  minds  of 
our  time,  University'  of  Chicago  law 
professor  Richard  A.  Epstein  has  been 
mentioned  from  time  to  time  as  a 
possible  nominee  to  the  U.S.  Su- 
preme Court.  Not  yet  50  years  old,  he 
may  conceivably  be  able  to  outlive  the 
current  political  climate  in  Washing- 
ton, and  someday  reach  the  high 
bench.  But  there  will  have  to  be  a 
radical  change  in  political  thinking  for 
him  to  have  any  chance  at  all. 

Professor  Epstein's  1985  book. 
Takings,  was  a  staunch  defense  of 
propert)'  rights  and  an  incisive  cri- 


tique of  the  way  courts  have  brushed 
them  aside.  Now  he  has  just  published 
a  new  book  that  is  certain  to  be  even 
more  controversial.  It  is  called  Forbid- 
den Grounds:  The  Case  Against 
Discrimination  Laws  (Harx'ard  Uni- 
versit)'  Press,  S39.95).  In  the  intro- 
duction. Professor  Epstein  says  can- 
didly that  the  position  he  takes  is 
"well  outside  the  mainstream."  It  can 
be  no  accident  that  he  uses  the  fatal 
phrase  with  which  Supreme  Court 
nominees  have  been  condemned  by 
members  of  the  Senate  Judiciary 
Committee  and  by  the  media. 

Richard  Epstein  has  clearly  crossed 
the  Rubicon  and  decided  to  talk  sense 
about  "civil  rights"  laws,  even  if  that 
means  saying  good-bye  to  any  pros- 
pect of  a  judicial  appointment. 

Forbidden  Grounds  covers  not  only 
laws  on  racial  discrimination  but  also 
sex  discriminadon,  age  discrimination 
and  disability'  discrimination  laws. 
Never  has  the  whole  range  of  antidis- 
crimination laws  been  subjected  to 
such  a  thorough  and  penetrating  cri- 
tique. No  one  who  writes  on  this 
subject  again  can  be  taken  seriously  if 
he  does  not  confront  the  analysis  pre- 
sented here  bv  Epstein. 
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Professor  Epstein  argues  that  "the 
entire  apparatus  of  the  antidiscrimina- 
tion laws  in  Title  VI I"  of  the  Civil 
Rights  Act  "should  be  repealed  inso- 
far as  it  applies  to  private  employers." 
If  that  conclusion  seems  breathtak- 
ing, it  will  certainly  not  seem  un- 
founded after  reading  the  analytical 
foundations  on  which  it  is  based.  In  a 
long  and  tightly  written  book,  Ep- 
stein brings  to  bear  an  enormous 
weight  of  legal  and  economic  analysis, 
as  well  as  empirical  evidence. 

He  clearly  understands  the  effects 
of  a  competitive  marketplace  in  mak- 
ing discrimination  cosdy  to  private 
employers — and  argues  that  this  is 
more  effective  than  Title  VII. 

Professor  Epstein's  opposition  to 
Tide  VII  is  by  no  means  based  on 
opposition  to  civil  rights  laws  in  gen- 
eral, nor  on  a  failure  to  understand 
the  historic  toll  of  racism,  nor  on  a 
failure  to  understand  how  federal 
action  was  necessary  to  destroy  the 
tyrannical  Jim  Crow  system  created 
under  "states'  rights." 

Epstein  recognizes  the  "enormous 
successes  in  changing  a  misguided, 
and  often  hatefiil,  pattern  of  race  rela- 
tions" and  that  these  victories  "have 


all  come  through  sustained  govern- 
ment action."  He  recognizes  the 
whole  "history  of  official  and  private 
discrimination  in  American  life"  as 
much  as  members  of  the  civil  rights 
establishment  do. 

Where  he  parts  company  from 
them  is  in  seeing  "historical  injus- 
tices" as  things  "for  which  there  is  no 
adequate  remedy."  Instead,  he  con- 
centrates on  "the  economic  and  social 
consequences  that  are  generated  by 
the  antidiscrimination  laws."  For 
those  who  insistendy  relive  the  histor- 
ic civil  rights  struggles,  his  response  is: 
"The  future  and  present  are  being 
slighted  in  favor  of  the  past." 

If  we  must  make  our  choices  among 
the  alternatives  actually  available,  and 
if  the  present  and  the  fiiture  are  the 
only  things  over  which  we  have  any 
control,  then  clearly  antidiscrimina- 
tion laws  must  be  evaluated  in  terms  of 
their  prospective  consequences,  rath- 
er than  their  historical  rationales. 

Obvious  as  this  may  seem,  it  is 
routinely  ignored.  What  actually  hap- 
pens as  a  result  of  these  policies 
has  too  often  been  treated  as  being 
less  important  than  making  a  moral 
"statement." 


Epstein's  approach  is  precisely  to 
assess  what  actually  happens  as  a  result 
of  the  incentives  and  constraints  cre- 
ated by  Tide  VII  litigation.  His  con- 
clusion is  that  when  employers 
"adopt  strategies  to  mitigate  the  costs 
of  complying  with  Title  VII,"  both 
"employers  and  employees  as  a  class 
will  be  left  worse  off"  with  the  regula- 
tion than  they  were  in  its  absence." 

Even  minority  workers  stand  to  lose 
in  a  number  of  ways.  For  example, 
firms  seeking  new  sites  for  plants  or 
offices  have  increasing  incentives  to 
locate  away  from  centers  of  minority 
population,  as  a  means  of  reducing 
their  exposure  to  Title  VII  litigation. 
After  such  analysis,  Epstein  concludes: 

"The  implicit  tax  that  the  antidis- 
crimination law  imposes  on  a  firm  is 
paid  in  part  by  the  black  workers  who 
are  shut  out  of  the  labor  market  as  a 
consequence  thereof"  In  short,  this 
is  not  a  simple  zero-sum  game,  in 
which  black  workers  take  jobs  from 
white  workers  through  quotas.  E\'ery 
group  can  end  up  worse  off. 

Merely  to  discuss  civil  rights  laws  in 
terms  of  their  actual  consequences  is  a 
major  contribution  to  the  debates  in 
this  controversial  area.  IH 
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New  Audi  lOO  V6  Takes 
Aim  At  Lexus  And  Acu 


Auc/i  100  hits  mark  as  the  first  automobile  in  its  class 
of/eri/ii^  German  engineering  at  Japanese  prices. 

BY       KARL       TREUTLER 

Not  co,.to,u  to  lot  Lexus  and  Aoun.  corner  the  market.  Audi  is  determined 
to  offer  the  An.eriean  car  buyer  something  never  seen  before:  German  engi- 
neerini;  coupled  with  Japanese  pricing, 

Anned  din.vtly  at  buyers  interested  in  the  Lexus  ES  300  and  the  Acura 
I  o,c,Kl.  the  all-new  Audi  100  V-6  comes  with  ABS  and  dri^-ers  side  air  bag.  the 
handling  and  contrx.l  buyers  have  come  to  expect  trom  Audi,  and  The  Audi 
Advantage:  A  compr.>hensi^•e  owner  protection  plan  not  offered  bv  Lexus 
ar.d  Acura.  The  plan  .ncludes  the  cost  of  all  scheduled  maintenance,  even  oil 
changes,  tor  thnn^  ve;irs  or  ^0,000  miles* 

H™-  in  ,lu-  S,a,cs,  vvhem  the  Japanese  have  made  inroads  in«,  d,is  auK>. 
monvo  ,,c.B„,e„,,  Aud,  know  i,  would  have  ,o  hold  te  ground  against  the 
Wulat  laranosc-  amdnsent.  And  in  a  cotnparison  test  conducted  by  R<«d  S 
T<«d,  it  did  jus,  that.  As  they  put  it,  ".  .this  confident  now'  Audi  has  a  distinct 
voic-e.  and  it  can  t,.,t  with  the  K-s,  of  the  lions  from  Japan    The  Audi  ,is) 
nvk-.,|id,  runntns  as  sound  as  a  IVuts^he  mark  ...Its  motv  aft^niable  than 
■he  Lcsend.  ,(andl    has  dnvin^  personality-  and  road.-ourse  character  all 
mer  the  Legend" 

When  the  new  Audi  100  w.s  umv.lcsJ  m  Eurv.pe.  automotix.  expc^rt.  ther^ 
•Viid  a  KScV-  ^xvrs.ngihoir  pc^rv^pdon  of  Aud,  vis-a-Ms  the  .vrnpc^t^non.  Cmx^n 
tHo  op,x.rtun.t>-  tv.  get  behind  the  whcvl  of  a  new  Audi,  thc^  .vns.denng  a 
high-line  Jap;mc^>  car  may  s.x.n  find  thenvsc«Kvs  "domg  a  180"  as  wvll. 

R^r  more  inK.m.at,on  on  the  all-new  Aud,  KV  \•-^.  .^H  1-800-FOR-AUDL 


At  right  the  nt^w  AihH  KXiCS, 
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Worried  about  the  high  stock  market? 
Here  are  15  stocks  whose  high  dividends 
promise  superior  downside  protection. 

Piggybank 
stocks 


By  Gilbert  Steedle> 

The  s&p  500  is  \ielding  onh-  3%,  its 
lowest  level  in  19  years.  That's  un- 
pleasant for  anyone  li\"ing  off  di\idend 
checks.  It's  also  unnerving  for  anyone 
cognizant  of  how  low  \ields  tend  to 
go  hand  in  hand  with  market  tops. 
But  if  you  don't  want  to  desen  the 
market  altogether,  you  can  take  a 
compromise  position:  Go  for  stocks 
with  di\idends  that  are  comparativeh' 
high.  That  way  you  get  a  reasonable 
level  of  income,  plus  some  protection 
against  a  sharp  market  pullback. 
Conader  Dow  Chemical  Co.  Dow 


has  paid  a  di%idend  even,'  year  since 
1911  and  increased  it  over  the  past 
five  years  at  a  compound  annual  rate 
of  13%.  At  a  current  price  of  60,  Dow 
common  \ields  4.3%,  about  25  basis 
points  more  than  T  bills. 

Some  stocks  have  high  \ields  but 
also  a  high  likelihood  of  suffenng  a 
di%idend  cut  sometime  soon — re- 
member Ford,  GM,  Citicorp.  Is  Dow 
in  that  categon?  No,  says  Matthew 
Robbins,  an  analyst  at  Chicago- based 
Duff  &  Phelps/MCM  Investment  Re- 
search. Even  if  the  economv  docs  not 


pick  up  later  this  year,  Robbins  says, 
Dow  can  maintain  its  di\idend.  This 
year  the  company  should  be  able  to 
generate  close  to  SI 0  a  share  in  earn- 
ings plus  depreciation;  out  of  that 
cash,  it  will  spend  perhaps  57.25  a 
share  in  coital  outlays,  leaving 
enough  to  cover  the  S2.60  dividend 
without  any  new  borrowing. 

For  the  list  here,  we  screened  the 
Value  Line  database  of  3^00  compa- 
nies for  stocks  with  \ields  above  the 
market  average  and  with  a  five-year 
growth  rate  for  both  dividends  and 
earnings  of  at  least  7.5%.  And  prior  to 
the  current  recession,  earnings  had  to 
grow  at  least  30%  faster  than  divi- 
dends. Even"  company  in  the  table 
sells  for  less  than  20  times  estimated 
1993  earnings  as  reported  by  the  In- 
stitutional Brokers  Estimate  System. 

Garan,  an  apparel  company,  had  a 
28%  sales  iniTcasc  in  the  first  quarter 
of  its  new  fiscal  year.  The  company, 
which  has  a  3.9%  \icld,  has  been 
pa\ing  a  special  annual  dividend  as 
w  ell  as  its  regular  dividend  of  S 1 .20  a 
quarter.  Goldman,  Sachs'  Jay  Meltzer 
thinks  the  dividend  could  go  higher 
thanks  to  the  firm's  stroag  cash  flow 
and  debt-firee  balance  sheet.  Hi 


ItaKonal  O^p/bankmg 

Cincinnati  Beiltelecommunications 
Dow  Ctwuiical/basic  chemicals 
Simpson  Inds/auto  parts 
Fvst  of  America  Banh/banking 

Hartford  Steam  Boiler/property  &  casualty  insurance 
X  Penney  retail 

Gvaiv  apparel 

iUteltelecommun  ications 

Annstrong  WofW  IndstDuilding  materials 

El  du  Pont  de  Nemours/basjc  chemicals 


I  ft  McLennarVinsurance 
Kennametal  :e  products 
Kmart' retail 

NM  Not  meoningtui. 


Recent 

P/E 

— Earnings  per  share — 

5-year  growth  rate 
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Yield 
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42% 

12 

$3.62 

$4.53 

8% 
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0.63 
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15 

12 

0.80 

4.4 
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17 

3.46 

4.02 
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13 

2.60 

4.3 
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29 

0.46 

1.30 

15 

8 
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4.2 
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3.32 

3.64 

9 

14 

1.28 

4.2 

48% 

14 

3.53 

3.17 

37 

30 

2.00 

4.1 

66H 

NM 

0.39 

6.06 

13 

15 

2.64 

4.0 

61 '2 

13 

4.72 

5.00 

13 

9 

2.40 

3.9 

38% 

17 

2.34 

2.82 

12 

8 

1.48 

3.8 

32% 

42 

0.77 

2.27 

12 

12 

1.20 

3.7 

45H 

22 

2.08 

4.20 

14 

9 

1.68 

3.7 

30% 

NM 

0.41 

2.92 

16 

15 

1.06 

3.5 

75^ 

18 

4.18 

4.86 

24 

16 

2.60 

3.4 

34^^ 

29 

1.19 

2.57  . 

19 

8 

1.16 

3.4 

53% 

14 

384 

4.87 

9 

14 

1.76 

3.3 

Sources:  Vatue  Line:  InstitutiontI  Brolms  fsfimate  2)f5tam  »m  Lottis  One  Source. 


These  stocks  have  healthy  divWe<id  historios  md  fnaiiUy  yMd 
more  than  the  SAP  500.  rf  there  is  ..  staip  marliet  correctioa, 
these  issues  couM  hold  up  better  th  %n  Um  average  sIocIl 
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*7  Ranked  International 
Global  Funds  from  Merrill  Ly 


/i^ 


The  moral  is:  To  help  expand  your  rewards,  expand  your  horizons. 


If  you're  interested  in  interna- 
tional and  global  diversifica- 
tion, you  should  know  that 
according  to  Upper  Analytical 
Services: 

•  Merrill  Lynch  EuroFund 
ranked  #1  for  the  past  year. 

•  Merrill  Lynch  Pacific  Fund 
ranked  #1  for  the  past  15-  and 
10-year  periods. 

•  Merrill  Lynch  Global 
Allocation  Fund  ranked  #1  for 
the  past  year. 

•  Merrill  Lynch  World  Income 
Fund  ranked  #1  for  the  past  year. 


The  country  mouse  was  content  with 

simple  fare.  The  city  mouse  ventured 

out  in  the  world  and  found  a  veritable 

feast  of  opportunity. 


When  you  consider  our 
capabilities  in  global  investing 
and  the  fact  that  investors  have 
entrusted  Merrill  Lynch  Asset 
Management  with  more  than 
$123  billion,  it's  quite  apparent 
that  many  investors  have  found 
that  Merrill  Lynch  may  enhance 
investment  diversification. 
For  more  information,  contact 
your  Merrill  Lynch  Financial 
Consultant  or  call  or  return  the 
coupon. 


Rankings  are  according  to  Upper  Analytical  Services,  Inc.  Merrill 
Lynch  EuroFund  Class  A  shares  ranked  #  /  for  the  one-year  period 
ended  12/31/91  out  of  25  European  Region  Funds,  Class  B  ranked 
#2  Merrill  Lynch  Pacific  Fund  Class  A  shares  ranked  #  /  for  the  10- 
and  1 5-year  periods  ended  12/31/91  out  of  three  Pacific  Region 
Funds  (Class  B  not  in  existence  until  10/88).  Merrill  Lynch  Global 
Allocation  Fund  Class  A  shares  ranked  #  /  for  the  one-year  period 
ended  12/31/91  out  of  14  Global  Flexible  Portfolio  Funds,  Class  B 
ranked  #2.  Merrill  Lynch  W^rld  Income  Fund  Class  A  shares  ranked 
#  /  for  the  one-year  period  ended  12/3 1/91  out  of  60  \ibrld  Income 
Funds  (Class  B  not  in  existence  until  1 1/91).  Past  performance  is  no 
guarantee  of  future  results.  For  more  complete  information,  including 
all  charges  and  expenses  and  the  special  considerations  associated 
with  the  risks  of  international  investing,  request  prospectuses 
Please  read  them  carefully  before  you  invest 
or  send  money. 


Call  1-800  6377455,  ext.  2825 

Return  to:  Merrill  Lynch  Response  Center,  RO.  Box  30200, 
New  Brunswick,  NJ  08989-0200 

Please  send  me  a  free  brochure  and  prospectus  on  the: 

D  Merrill  Lynch  Pacific  Fund,  Inc. 

D  Merrill  Lynch  World  Income  Fund,  Inc. 

D  Merrill  Lynch  Glotial  Allocation  Fund,  Inc. 

D  Merrill  Lynch  EuroFund 

Name 


Address 
City 


State 


Zip 


Home  Phone 


Bus.  Phone 


Merrill  Lynch  clients,  please  give  the  name  and  location  of  your 
Financial  Consultant: 


Official  Sponsor  of  The  1992  US  Olymptc  Team 


Merrill  Lynch 

A  tradition  of  trust. 
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To  start  building  a  car,  or  J  anything  else  today,  you  need  more 
than  designs  and  determination.  You  need  a  freight  transportation 
partner  you  can  rely  on.  One  with  proven  ability  to  deliver  the  right 
product  at  the  right  time.  A  partner  like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in 
industries  ranging  from  automobiles  to  aerospace,  computers 
to  retailing.  That  means  playing  a  vital  role  in  Just-In-Time 
manufacturing,  inventory  management  and  distribution.  It 
means  dedicating  ourselves  to  increasingly  sophisticated 
levels  of  communication,  and  providing  the  flexibility  to 
make  your  business  more  competitive.  But  above  all,  it  means 
truly  understanding  and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company  we  satisfy  customers 
by  offering  the  most  complete  range  of  customer  focused  services  in 
the  industry  All  supported  by  unmatched  shipping  management  systems, 
by  CF  EXCEL,  our  quality  process,  and  by  a  team  of  professionals  devoted 
to  serving  both  your  business  and  that  of  your  customers. 

Let  us  give  your  company  a  head  start.  Because  at  CF  MotorFreight, 
we  don't  just  help  build  products.  We  help  build  businesses  and 
keep  them  growing. 


COnSOLIOnTED  FREIGHTUIflVS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


CFM  itorFreight,  a  CF  Company.  Our  intermediate  and  long-haul  LTL  motor  canier 


Ashland  Oil  still  relies  on  others  for  the  crude  oil  it 
refines,  but  the  company's  profits  are  a  good  deal  less 
volatile  than  they  have  been  in  the  past. 

Crude -pool* 
and  happy 


By  James  Cook 

Virtually  Ai.ONH  among  large  Amer- 
ican oil  companies,  Kentucky's  Ash- 
land Oil,  Inc.  has  deliberately  chosen 
to  remain  an  unintegrated  refiner, 
dependent  on  others  for  its  crude 
supply.  Second  only  to  Sun  Co.  Inc. 
among  U.S.  independents, 
$9.9  billion  (sales)  Ashland 
buys  in  the  market  95%  of  the 
330,500  barrels  a  day  of  crude 
oil  that  are  run  through  its  three 
refineries.  Nearly  half  of  that 
bought-in  crude  is  imported, 
mainly  from  Saudi  Arabia. 

When  the  oil  market  is  vola- 
tile, earnings  of  a  crude-poor 
refiner  like  Ashland  can  get 
clobbered  when  the  price  of 
crude  jumps  out  of  sync  with 
product  prices  and  refining 
margins  disappear.  But  these 
days  the  price  of  crude  is  stable, 
and  Ashland  has  been  acquiring 
nonrefining  assets.  For  both 
these  reasons,  Ashland  Chair- 
man John  R.  Hall  says  the  com- 
pany's future  is  brighter  than  it 
has  been  in  years. 

At   the   wellhead.    Hall   ex 
plains,  orKc^  is  reluctant  to  cut 
production    in    line    with    de 
mand.  Hall  figures  this  means     ^M 
crude  oil  is  likely  to  be  relatively 
cheap    for    st)me    years    to    come — 
around  $18  to  $20  a  barrel. 

Looking  down  the  oil  stream.  Hall 
says  refined  product  in\entories  are 
finally  beginning  to  tighten,  despite 
three  years  of  declining  gasoline  de 
mand.  So  product  prices  should  soon 
be  on  the  rise.  Refining  margins,  in 
short,  are  on  the  rise.  On  the  futures 
markets  they're  now  running  around 
$6.50  a  barrel,  versus  an  average  o\' 


$4.31  last  year. 

"If  we  could  get  a  real  turn  in  the 
economy,"  Hall  says,  "it  would  really 
put  a  strain  on  refinery  capacity  and 
help  our  margins." 

Longer  range,  too,  product  prices 


Short 


Kill  jL'iii)  Hjil  jt  Asnj[\i  b  Lvg  ^xentucKy  retKiery 
of  erode  but  making  money. 


are  alnu)st  certain  to  rise.  During  the 
1990s  oil  companies  are  likely  to  shut 
down  mt>re  than  10%  of  l\S.  refining 
capacity  rather  than  incur  the  enor- 
mous costs  of  meeting  the  1990 
Clean  Air  .\ct  standards.  H\en  Ash 
land,  who.se  refineries  are  among  the 
most  up  ti>  date,  must  spend  some 
S600  milliiMi  o\er  the  next  five  years 
til  meet  the  Clean  .\ir  Act's  require 
ments.  Ashland  e\ecuti\  es  figure  that. 


given  the  regulator^'  conditions  the  I 
refining  industry'  operates  under,  no- 1 
body  is  likely  ever  again  to  build  aj 
refiner)'  in  the  U.S. 

Because  it  has  never  had  a  large! 
cushion  of  crude  production  to  fall 
back  upon  w  hen  oil  prices  were  rising, 
Ashland  has  worked  hard  to  make  its 
three-unit  refining  operation — a  big 
213,400-barrel-a-day  refiner}'  near 
Ashland,  Ky.,  two  much  smaller  ones 
in  St.  Paul  Park,  Minn,  and  Canton, 
Ohio — one  of  the  most  efficient  in  the 
industry'.  Last  year,  for  example,  Ash- 
land converted  62%  of  its  throughput 
into  gasoline  and  gasoline  compo- 
nents, versus  about  50%  for  the  indus- 
try'. Despite  the  economic  slowdown, 
it  operated  its  refineries  at  91%  of 
capacitN',  seven  points  higher  than  the 
industry  average. 

"We  believe  in  running  a  fiill 
house,"  Hal'  says.  "It  gives  us  the 
lowest  [unit]  cost."  Over  the 
last  five  years,  as  John  Hall  cal- 
culates it,  Ashland's  return  on 
equir\'  has  averaged  15%,  one  of 
the  best  records  among  all  oil 
companies. 

Still,  no  one  likes  to  be  at  the 
mercy  of  other  companies  for 
one's  essential  raw  material. 
Last  year  Hall  acquired  Permian 
Corp.,  based  in  Houston. 
Permian  doesn't  own  cmde  re- 
serxes,  but  it  docs  run  a  big 
pipeline  gathering  and  market- 
ing system  for  independent  oil 
producers  throughout  the  Sun- 
belt. This  will  give  Ashland 
much  more  control  over  the 
crude  its  svstem  needs.  Ashland 
is  already  taking  80,000  barrels 
a  dav  of  the  gathering  svstem's 
400i000-barrel  a  day\hrough- 
put;  in  a  crude  shortage,  Ash- 
land could  increase  that  volume 
substantially. 

In  his  ten  years  as  Ashland's 
chief  executive.  Hall,  now  59, 
has  taken  other  steps  to  broaden  the 
company's  operating  base — so  many 
steps,  in  fact,  that  last  year  .\shland's 
nonrefining  businesses  paxiuced  50% 
of  its  $9.9  billion  in  revenues  and  64% 
of  its  S294  million  operating  pn>fit. 

Among  the  most  unportani  ele- 
ments o\  Ashland's  diversification 
program: 

■  Super.\merica   Group   Inc.   (sales, 
$2.1  billion),  a  17  state  chain  of  76l 


102 


Forbes  e.Vnl  Kv  W*>2 


You  solve  problems.  As  a  top 
executive,  it's  your  stock  in 
trade.  And,  because  things  can't 
always  be  done  from  behind 


I        V*10T0      a  desk,  you  dep>end  on  a  large 
^—^  -^  A  O  A  O      business  jet  to  take  you  and 

Management. 


your  team  where 
you  need  to  be. 
In  other  words,  you  dejaend  on 
fuel.  Prices  rise  and  fall;  short- 
ages come  and  go.  But  we  con- 
tend that  using  fuel  responsibly 
is  important  whether  or  not 
there's  a  crisis  of  cost  and  supply. 
That's  why  the  Falcon  900B 


is  a Jiiel-^ffidfrU  jet  offering  all 
the  comforts  of  the  G-FV  with 
comparable  speed,  performance 
and  range.  Yet  with  a  total  effi- 
ciency of  design  that  can  save 
one  million  dollars  in  direct 
operating  costs  o\er  a  five-year 
p>eriod,  compared  to  the  G-IV. 

The  900B  is  the  most  power- 
ful, most  efficient  Fdcon  ever 
built.  With  plenty  of  thrust  to 
climb  dirwt  to  39,000  ft  on 
a  hot  (ISA 4-  10°C)  day  And 
cruise  4000  nautical  miles 
with  eight  passengers  and 


NBAA  IFR  resei^es. 

The  Falcon  900B  is  the 
right  aircraft  for  today's  busi- 
ness. Right  for  today's  woild. 
For  more  information,  please 
contact  Gene  Rain\ille. 
Senior  VP  Marketing,  at 
201-%7-2746. 


^e'-'tK'c  ^'* 


WHEN  WE  DECIDED  TO 


On  March  3, 1991,  a  large  explosion  in  Detroit  signaled  the  end  of  the  old  Chrysler  assembly  plar  ^ 
on  Jefferson  Avenue.  A  mere  10  months  later,  a  brand  new  Chrysler  plant  opened.  And  it  hasju 
one  thing  in  common  with  the  old  plant-the  address.  Our  new  Jefferson  North  facility  is  part  qfa\ 


ongoing  commitment  to  keep  jobs  in 


vehicles  on  the  roads  oj America. 
This  commitment  was  made  by 
a  completely  reinvented  Chrysler,  a 


Detroit,  and  America 


E  STARTED  WITH  DETROIT. 


impany  that  believes  that  in  the  car  business,  you  either  lead^jolhvj  or  get  out  of  the  way.  That's 

/hy  we  invested  one  billion  dollars  to  make  this  one  of  the  world's  leading  "lean  production" 

j 

\2cilities,  where  people  with  an  average  of  26  years  of  production  experience  received  an  additional 

^00,000  hours  of  training  to  build  the  new  1993  feep  Grand  Cherokee.  Environmentally,  it's  one 

)f  the  cleanest  plants  in  the  world,  with  the  most  extensive  recycling  program  in  the  auto  industry. 

)0  it  will  give  something  back  to  the  community  besides  jobs.  Which  is  only  right,  since  the  plant 

tself  is  reusing  a  part  of  Detroit.  ADVANTAGE  '   CHRYSLER^ 


CHRYSLER    PLYMfUIH    DODGt    DODGE   TRU   ^S    JEEP.    EAGLE 


Ashland  Oil 


gasoline- based  convenience  stores, 
one  of  the  most  succcesshil  such 
chains  in  the  business. 

■  Valvoline  (sales,  $793  million),  a 
125-year-old  branded  auto  and  in- 
dustrial lubricating  oil  operation  that 
is  gaining  ground  on  industry  leader 
Pennzoil  and  rapidly  establishing  it- 
self as  a  major  factor  in  quick  lube 
centers  and  waste  oil  recycling. 

■  APAC  Inc.  (revenues,  $1  billion),  a 
Sunbelt  states  highway  contractor, 
one  of  the  U.S.'  largest  producers  of 
asphalt  and  the  largest  highway  pav- 
ing outfit  in  the  countr\'. 

■  Ashland  Chemical  Inc.,  a  fast-grow- 
ing $2.3  billion  (sales)  petrochemical, 
specialty'  chemical  and  chemicals  dis- 
tribution business. 

■  Arch  Mineral  (50%  owned  in  part- 
nership with  the  Hunt  family)  and 
Ashland  Coal  (46%  owned),  which 
together  control  some  of  the  largest 
reserves  of  clean-burning,  low-sulfijr 
coal  in  the  U.S. 

Hall  says  he  intends  to  acquire 
more  nonrefining  assets  but  no  crude 
reserves.  "Our  core  business  is  refin- 
ing," he  says.  "We  seek  only  related 
diversification  where  we'd  be  going 
downstream  with  our  production." 

In  its  fiscal  year  that  ended  last  Sept. 
30  Ashland  netted  $145  million 
($2.56  a  share).  Thanks  mainly  to  a 
runup  in  oil  prices  during  the  Gulf  war 
and  losses  in  the  Arch  Mineral  coal 
operation,  that  amounted  to  a  20% 
drop  from  the  prior  year.  Ashland's 
stock,  recently  at  30  (where  it  yields 
3%),  has  been  trending  moderately 
lower  since  1990.  But  Hall  thinks  the 
company  is  poised  to  break  out  of  its 
Rit.  Says  he: 

"As  some  of  these  things  we've 
been  doing  mature,  I'm  hoping  we 
can  get  our  earnings  beyond  $4  a 
share.  Not  this  year.  But  it's  a  goal  for 
1993.  We've  got  all  the  pieces  in  place 
for  an  upsurge  in  profits.  This  could 
be  a  good  year  for  us,  and  the  coming 
years  will  be  better." 

Kxpanding  Ashland's  nonrefining 
asset  base  means  Ashland's  earnings 
will  no  longer  spike  upward  so  sharply 
when  refining  margins  widen.  But  it 
also  means  that  earnings  are  far  less 
likely  to  fall  out  of  bed  with  a  clunk,  .\s 
they  did  during  the  early  and  mid 
1980s  eveiy  time  margins  shrank. 
Ix\ss  risk,  less  volatility,  sounder  sleep 
for  Hall  and  his  shareholders.         Hi 


Trying  to  be  trendy,  General  Signal  fell  on  its  face. 
By  refocusing  on  its  "dull"  businesses,  the  company 
has  made  a  tremendous  comeback. 

Dog  vfiih  bone 


By  Seth  Lubove 

Gknhral  Signal  Corp.'s  products 
are  things  like  industrial  mixers,  cen- 
trifiigal  pumps,  exit  signs.  Not  the 
sexy  businesses  that  make  institution- 
al investors'  pulses  race.  "We're  prob- 
ably very  boring,"  says  its  chairman, 
Edmund  Carpenter,  50,  speaking  at 
his  company's  suburban  Stamford, 
Conn,  headquarters. 

Not  so.  Carpenter  has  a  stor\'  to  tell 
that  is  far  from  boring.  He  was 
brought  into  the  $1.6  billion  (reve- 
nues) industrial  equipment  outfit  in 
1988,  soon  aft;er  being  stripped,  by 
Rand  Araskog,  of  two  of  the  divisions 
that  reported  to  him  as  president  and 
chief  operating  officer  of  itt  Corp. 

In  just  three  years  Carpenter  has 
turned  General  Signal  around,  raising 
earnings  from  red  ink  to  $3.32  a  share 
last  year  and  a  probable  $3.97  this 
year.  Excluding  special  charges.  Gen- 


eral Signal  turned  a  SI  3  million  loss  i 
1990  into  a  profit  of  S64  million  at 
the  end  of  last  year. 

Under  its  longtime  chairman,  Na- 
than Owen,  General  Signal  had  suc- 
cumbed to  the  call  of  glamour.  Owen 
wanted  to  take  the  maker  of  railroad 
supply  equipment  into  high-tech 
businesses.  Owen  and  his  successor, 
David  Kimb'>ll,  pushed  the  company 
into  the  semiconductor  production 
and  telecommunications  equipment 
industries. 

Between  1982  and  1988  Owen  and 
Kimball  spent  S260  miUion  on  acqui- 
sitions, increasing  sales  of  the  Indus- 
trial Technolog)'  di\ision  ft-om  S197 
million  to  $450  million.  The  acquisi- 
tions were  capped  by  the  1988  pur- 
chase, for  S80  million,  of  GC.\  Corp., 
the  company  that  pioneered  the  "wa- 
fer stepper"  technology-  that  etches 


f  General  Signal 
Chief  Executive 
Edmund  Carpenter 
Scaling  back  his 
predecessors' 
grandiose 
ambitions. 
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1^^  opportunity  for 

^^fk   Individual  Investors^ 
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You  can  now  join 
the  client  list  of 

Fayez  Sarofim 

If  you  are  an  individual  investor  seeking  ways  to  make  your  money 
grow,  why  not  join  the  prestigious  Hst  of  institutional  investors  who 
over  time  have  entrusted  morelhan  20  billion  dollars  to  Fayez 
Sarofim  &  Co.  With  Dreyfus  Appreciation,  a  common  stock  fund, 
the  judgement  of  this  notable  portfolio  manager  is  now  available 
to  you.  Minimum  investment  just  $2,500.  No  sales  load. 
Also  available  for  IRA,  Keogh  and  401  (k). 

For  information  and  performance  call  the  toll-free  number  below. 


Fayez  Sarofim  &  Co.  Clients  (partial  listing) 

Initial  hwestinoit  Date 

Rice  University April  1963 

State  of  Oregon May    1969 

YOU TODAY 

US  WEST,  Inc Jan    1971 

Ford  Motor  Company  "wi^-  •  MarcJ^  1972 

Time   Warner,     Inc.    .     Lwt1pyr||^2 I         ^ 

General   Electric         .  °  ^^  AopreCiatiOIl  FUUd 

Reader'  s   Digest .    .  .  .■  P-O-  Box  3498,  Camden,  N.J.  08101 

I  For  more  complete  information  on  management  fee,  distribution  charge  and  expenses,  obtain  a 
State    of    Mississippi  Prospectus  by  calling  the  toll-free  number  or  sending  coupon.  Please  read  it  carefully  before  you  invest. 

Ji^qJ^j_2    Oil    Coro  I  '^  Please  send  additional  information  on  IRA  and  Rollover. 

Hanson  Industries,  | 

H.  J.  Heinz  Company  I  ^'"^ 


n  Please  send  additional  information  on  Keogh. 


Address 


State 


Zip 


Phone 


Or  Call 

1-800 

373-9387 

ASK  FOR 
EXTENSION  4555 


Net  asset  value  and  investment  return  fluctuate  so  that  an  investor  will  receive  more  or  less  than  his  onginal  investment 
upon  redemption.  Past  performance  is  no  guarantee  of  future  results.  Fayez  Sarofim  &  Co.  acts  as  the  "lub-invesiment 
advisor  for  the  Dreyfus  Appreciation  Fund,  a  member  of  the  Dreyfus  Family  of  Funds  Dreyfus  Service  Corp  Distributor 


General  Signal 

the  circuitry  onto  semiconductor 
chips.  gc:a  fit  Kimball's  goal  of  mak- 
ing machines  for  all  major  stages  of 
the  chipmaking  process;  at  analysts' 
meetings  company  officers  displayed 
a  blown -up  schematic  diagram  of  a 
chip;  showing  all  the  stages  of  the 
process  in  which  the  company  was 
involved.  At  the  time.  General  Signal 
was  lauded  for  keeping  a  vital  technol- 
ogy in  U.S.  hands. 

It  all  sounded  great,  but  the  effort 
was  doomed  from  the  start.  General 
Signal  brought  little  expertise  to  the 
technology'  game.  The  purchase  of 
GCA  proved  a  particularly  disastrous 
decision.  At  the  time  General  Signal 
bought  it,  GCA  was  topping  out. 
Cheaper,  better  machines  from 
Canon  Inc.  and  Nikon  Corp.  blitzed 
the  market,  leaving  GCA  with  barely 
5%  of  the  SI. 7  billion  market  today. 

In  the  entire  Industrial  Technology' 
division,  earnings  began  dropping 
soon  after  General  Signal  would  ac- 
quire a  business.  Divisional  operating 
earnings  were  $80  million  in  1984,51 
million  in  1985  and  in  the  red  for  $6 
million  in  1988.  After  peaking  in 
1981,  the  year  before  the  acquisition 
program  began,  General  Signal's  net 


A  General  Signal  industrial  mixer 
Low  glamour,  high  profits. 


income  hit  bottom  in  1990,  when  it 
posted  a  loss  of  SI 3  million  even 
before  S20  million  in  charges,  a  first- 
ever  annual  loss. 

By    1988    the    board    had    had 
enough.  It  "accepted"  Kimball's  ear- 


ly retirement  and  recruited  Carpenter'  ^ 
as  chairman. 

Carpenter  came  to  General  Signal* 
determined  to  return  the  corporation 
to  basics.  "General  Signal  was  a  terrif- 
ic company  that  got  off  the  track  a 
httle  bit  in  the  mid-Eighties,"  he 
explains.  "We  really  went  back  to '  * 
what  the  company  was." 

Old  hands,  previously  overshad- 
owed by  the  new  glamour  businesses, 
cheered.  "When  Ed  came  in,  the 
whole  atmosphere  changed,"  says 
Joel  Friedman,  senior  vice  president 
of  operations  and  a  20-year  veteran  of 
General  Signal.  "Before  that  the  com- 
pany was  drifting.  Ed  instilled  a  sense 
of  urgency." 

A  taskmaster  who  often  bypasses 
the  chain  of  command  to  grill  lower- 
level  managers.  Carpenter  says:  "It's 
hard  for  people  to  change  unless  they 
are  dissatisfied  with  what  they  are.  I 
set  the  bar  a  litde  higher." 

Other  companies  "benchmark" 
themselves  against  their  toughest 
competitors  on  individual  products. 
Carpenter  went  fiirther.  He  created  a 
composite  company  profile  made  up 
of  the  best  competitors  in  each  of 
General  Signal's  businesses.  For  ex- 
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When  your  customers  need  to  bui 


EDS  helped  Kmart  answer  yes. 

Ill  a  clifficiilt  year  tor  retailers,  Kmart 
achieved  record  profits 

They  did  it  thanks,  in  part.  t()  one 
of  the  world's  most  comprehensive, 
highly  integrated  point-of-sale  bar 
coding  and  scanning  systems.  Devel- 
t)ped  in  partnership  with  HDS.  it  helps 


kniart  identifv  and  respond  to  shifts 
in  customer  buying  patterns  with 
unprecedented  speed  and  accuracy. 
Ever>-  day.  satellite  h<x>kups  feed 
sales  information  on  more  than 
2(K),()(K)  items  from  mt>re  than  2.300 
stores  to  merchandise  managers  in 
Trow  Michiuan    This  enables  them  \o 
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imple,  he  took  Emerson  Electric  Co. 
li  one  of  the  benchmark  companies 
tor  the  electrical  controls  group,  and 
Ciould  Pumps  Inc.  for  the  process 
controls  group.  "We  didn't  look  ver\' 
good  when  we  compared  ourselves 
[with  the  composite  company],"  he 
tsays.  "So  we  started  to  say,  'What  do 
we  have  to  do  to  achieve  that.^'  " 

To  set  each  top  manager's  personal 
Har  higher,  a  third  of  top  manage- 
ment's stock  options  are  set  at  a  strike 
^rice  of  S62  a  share,  above  the  stock's 
illtime  high  of  6IV4. 

Where  managers  and  di\isions 
v-ouldn't  meet  the  challenge,  they 
were  axed.  Carpenter  cut  the  number 
of  business  units  in  half,  from  a  previ- 
ous unwieldy  44,  increasing  the  medi- 
an sales  of  the  units  to  S80  million 
from  S25  million.  He  reduced  head 
count  by  23%,  to  14,700;  he  cut  the 
corporate  staff  so  sharply  that  General 
Signal  now  wants  to  sublease  space  in 
its  headquarters  building.  Carpenter 
sold  12  businesses,  including  the 
General  Railway  Signal  business  upon 
which  the  company  was  founded,  us- 
ing some  of  the  proceeds  to  pay  douTi 
debt.  At  the  same  time,  he  acquired  a 
dozen  businesses  that  complemented 


existing,  more  promising  and  more 
profitable  parts  of  the  company. 

High  technology?  Only  where  it 
fits.  Carpenter  has  reduced  the  por- 
tion of  sales  from  high  technclog)'  to 
25%oftotalsalesin  1991  from  41%  in 
1988.  A  stock  buyback  in  1988  re- 
duced shares  outstanding  by  a  third 
and  increased  debt  to  52%  of  total 
capitalization.  After  all  the  reshuf- 
fling, debt  is  now  a  manageable  38%. 

Carpenter  has  pushed  hardest  on 
managing  working  capital — receiv- 
ables, inventory'  and  payables — and 
has  pegged  bonuses  to  managers' 
ability'  to  keep  that  working  capital 
working  hard.  Before  Carpenter, 
General  Signal  paid  its  bills  in  less  than 
half  the  time  (32  days)  its  own  cus- 
tomers paid  theirs  (73  days).  It's  a 
difixsrent  stor\'  today.  Receivables  are 
now  paid  in  an  average  of  63  days; 
Carpenter  wants  them  paid  in  less 
than  60.  And  Carpenter  played  hard- 
ball with  suppliers  to  stretch  the  paya- 
bles: "We  said  to  them,  'If  you  want 
to  be  a  vendor,  renegotiate  your 
terms,'  "  he  says.  The  company  now 
takes  57  days  to  pay  its  bills. 

Instead  of  trying  to  buy  glamour. 
Carpenter  concentrated  his  efibrts  on 


eflScienc)'.  Reeling  off  numbers  from 
memory.  Carpenter  says  that  the 
company  had  128  days'  worth  of  in- 
ventor)' in  1987,  a  huge  drain  on 
capital  parked  in  warehouses.  Today 
it's  down  to  84  days  and  still  shrink- 
ing. "We'd  have  needed  an  e.xtra 
SI 50  million  annually  to  run  those 
old  inventories,"  he  says. 

Having  fixed  most  of  the  problems 
he  inherited.  Carpenter  must  still 
prove  to  investors  that  he  can  make 
General  Signal  grow.  The  test  is  prob- 
ably not  far  off.  The  U.S.  economy  is 
beginning  to  pick  up,  and  capital 
goods  orders  are  starting  to  improve. 
As  the  U.S.  rebuilds  its  industrial 
infrastructure  in  the  1990s,  basic 
manufacturing  will  be  more  impor- 
tant, and  General  Signal  is  well  posi- 
tioned to  benefit.  There's  lots  of  le- 
verage in  these  older  businesses,  and  a 
substantial  gain  in  revenues  could 
give  General  Signal's  earnings  a 
might)'  boost. 

Moral:  It's  better  to  be  satisfied 
with  what  \'ou  have  and  be  good  at 
what  you  do  than  to  chase  the  latest 
fads  and  risk  losing  eventhing.  Old 
Aesop  had  it  right  with  his  fable  about 
the  dog  with  the  bone.  ^M 


gain,  will  they  buy  from  you? 


swiftly  and  accurately  idcntif>  what's 
hot  and  whats  not.  >X'ithin  a  season. 
Vi'ithin  a  region.  Even  store  by  store. 
This  helps  ensure  sufficient  inven- 
tories of  fast-moving  items,  where 
needed,  when  needed. 

But  the  benefits  don't  stop  there 
The  system  helps  speed  customers 


through  checkout  lines  25%  faster 
than  before  and  also  helps  prevent 
pricing  errors. 

The  results  have  been  impressive. 
Customer  satisfaction  and  repeat 
sales  are  up.  \X'ay  up.  So  are  profits. 

Changes  in  technology  create 
opportunities  to  improve  service  and 


increase  profits.  To  learn  how,  contact 
EDS.  the  worid  leader  in  appNing  infor- 
mation technolog\-.  >X  rite  Barn"  Sullivan. 
Direaor  of  .Marketing,  EDS, 
■'HI  Forest  Lane,  FB2. 
Dallas.  TX  75230.  Or  call 
(214)490-2000.  ext.  502. 
TAKE  ADVANTAGE  OF  CHANGE' 
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Scientist  John  Hallquist  spent  years  at 
Livermore  outsmarting  the  Russians.  Now  he's 
trying  to  outsmart  his  former  colleagues  in 
a  battle  over  market  share. 

Crashwai'e 


By  Jeffrey  Young 


John  Hallquist  of 
Livermore  Software 
Technology  Corp. 
tt's  tough 
competing 
against  a  well- 
funded  supplier 
who  gives  the 
product  away. 


Evidence  of  the  Cold  War  is  still 
quite  visible  at  Lawrence  Livermore 
National  Laboratory,  the  weapons  lab 
about  50  miles  east  of  San  Francisco. 
Signs  posted  in  the  men's  room  warn: 
"Visitor  present!  No  classified  discus- 
sions allowed!"  Tape  recorders  and 
cameras  are  confiscated  by  armed 
guards  at  the  gates  of  the  compound, 
and  every  corridor  is  peppered  with 
bright  red  mailboxes  for  the  disposal 
of  "classified  materials  only." 

A  little  too  secretive,  now  that  the 
arms  race  is  winding  down.^  Not  to 
John  Hallquist,  a  scientist  who  used 
to  work  at  the  weapons  lab.  He  wishes 
Livermore  would  be  a  lot  more  pro 
tcctivc  of  its  intellectual  property,  in 
particular,  valuable  Fortran  computer 
code  that  can  predict  the  cftccts  of 


crashes  and  explosions. 

Hallquist  spent  years  at  Livermore 
working  on  that  code,  and  is  now  in 
business  for  himself  selling  crash  soft- 
ware. As  it  happens,  there's  a  lively 
demand  in  the  business  world  for 
crash-modeling  programs.  But  it's 
tough  to  compete,  Hallquist  says, 
wiicn  the  L^.S.  government  is  giving 
the  product  away. 

Hallquist,  44,  joined  the  weapons 
lab  not  long  after  earning  a  Ph.D.  in 
mechanical  engineering  at  Michigan 
Technological  l^niversity.  He  spent 
most  of  the  next  15  years  working  on 
mathematical  models  that  predict  the 
etVcctivencss  of  bombs.  His  crowning 
achievement:  a  massive  program 
called  Dyna  30  that  models  collisions 
and  explosions. 


Most  of  what  other  scientists  at 
Livermore  worked  on  was  classified. 
Hallquist's  Dyna  3D  was  not.  "l! 
didn't  stay  secret  for  long,"  remem-j 
bers  Hallquist.  "In  the  late  1970s 
Army  requested  it,  and  a  guy  in  oi 
classifications  department  joked  that] 
if  we  released  it  to  them,  we  might  as 
well  give  it  to  the  Russians.  So  we  put 
Dyna  3D  into  the  public  domain." 

Whether  the  army — ours  or] 
theirs — ever  put  the  code  to  work 
remains  a  mystery.  But  businesses 
found  Dyna  3D  immensely  usefijl.  By 
the  mid-1980s  Dyna  3D  was  being 
used  to  design  a  tougher  beer  can  at 
Coors,  to  create  safety  shrouds  to 
contain  flying  parts  of  a  turbine  when 
a  bird  is  sucked  into  a  General  Electric 
jet  engine,  to  predict  what  injuries 
would  be  caused  to  passengers  in  a 
British  train  accident  and  to  design 
airbags  and  just  about  eventhing  else 
inside  an  automobile  that  is  relevant 
to  a  crash. 

Seeing  the  program's  commercial 
possibilities,  Hallquist  quit  his  ci\il 
service  career  in  1988  and  opened 
Livermore  Soft^\are  Technolog\' 
Corp.,  a  firm  that  develops  enhanced 
and  custom  versions  of  the  crash  soft:- 
ware.  The  fledgling  five-employee 
firm  took  in  5500,000  last  year  selling 
Hallquist's  lstc  Dyna,  a  souped-up 
version  that  runs  up  to  six  times  as  fast 
as  the  public-domain  version  on  Cray 
supercomputers,  Hallquist  says.  The 
LSTC  program  also  has  a  number  of 
features  tailored  to  auto  manufactur- 
ers, Hallquist's  main  clients. 

Trouble  is,  the  Lawrence  Liver- 
more Lab  has  a  competing  agenda: 
justitA'ing  its  existence.  With  an  annu- 
al budget  of  51  billion  and  over  8,000 
employees,  the  lab's  managers  are 
desperate  to  find  civilian  w  ork  to  pick 
up  the  slack  as  weapons  appropria- 
tions fade. 

So  it  is  that  the  lab's  officials  are 
courting  industrial  clients  w  ho  might 
put  some  of  the  lab's  nonclassified 
research  to  use.  They  point  to  Dyna 
3D  as  evidence  of  how  valuable  their 
other  technologies  might  be.  "Eco- 
nomic competitiveness  is  now  a  na- 
tional securiu  issue,"  says  Roger 
Werne,  Lawrence  Livermore 's  asso- 
ciate director  for  engineering.  "Wc 
have  a  lot  to  offer." 

I'hc  government  is  now  tning  to 
popularize  Dyna  3D  by  distributing 
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it,  along  \\ith  the  lab's  own  upgrades 
and  enhancements  to  the  software,  to 
any  business  customer  who  asks  for  it. 
But  selling  enhancements  is  just  what 
Hallquist's  firm  is  doing.  Livermore's 
customers  pay  nothing  except  a 
promise  to  feed  back  suggestions  for 
removing  programming  bugs  they 
uncover. 

"We've  been  in  contact  with  GM  for 
years — the  diflference  is  that  we're 
selling  our  version,  not  giving  it 
away,"  complains  Hallquist.  "I 
thought  this  was  what  the  American 
'system  was  all  about.  Make  a  better 
product,  do  a  better  job  and  get  the 
business.  Now  the  lab  goes  in  at  the 
top  and  uses  all  its  prestige  to  get  into 
doors  we  can  only  dream  of. 

"I  don't  mind  competing,"  he 
adds.  "But  how  can  I  when  they're 
giving  away  the  same  thing  we're 
selling?" 

Not  too  long  ago,  a  squabble  like 
this  one  over  product  sales  would 
have  been  much  less  likely.  Most  sci- 
entists worked  in  low-paid  govern- 
ment and  academic  jobs  for  the  glory 
of  discovery.  Only  a  few  went  off  to 
private  industry  in  search  of  manna. 

Now  the  line  between  commerce 
and  science  is  blurring.  As  a  laborato- 
r\'  chief  at  the  National  Institutes  of 
Health,  Robert  Gallo  searches  for  a 
cure  for  AIDS,  but  he  also  collects 
royalties  on  a  disputed  aids  patent. 
Academic  biochemists  who  used  to 
live  fi-om  grant  to  grant  are  now  hus- 
tling to  get  a  piece  of  the  next  biotech 
venture  deal.  The  founders  of  Ash- 
ton-Tate,  now  part  of  Borland  Inter- 


What  happens 
when  a  51 -pound  ob- 
ject doing  15mph 
collides  witb  a  station- 
ary chest,  in  a  sim- 
ulation by  govern- 
ment highway  safe- 
ty engineers  using 
Dyna  3D  crash- 
ware  from  Lawrence 
Livermore;  areas  of 
greatest  stress  are 
red  and  yellow 
Objective:  safer 
steering  wheels 
and  dashboards. 
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A  better  way  to  smash 

IT'S  A  LOT  cheaper  to 
crash  an  automobile  on  a 
computer  screen  than  on 
a  test  track.  That's  why 
Dyna  3D,  the  simulation 
software  originally  devel- 
oped by  scientist  John 
Hallquist  at  the  Lawrence 
Livermore  weapons  lab 
(see  story) y  is  a  hot  item. 
Dyna  3D  is  capable  of 
creating  extremely  faithful 
reconstructions  of  high- 
speed collisions;  and  for  its 
most  visible  use  in  auto- 
mobile crash  testing,  that 
involves  creating  lifelike 
models.  The  program  is  so 
good  that  in  some  form 
or  another  it  is  used  by  vir- 
tually every  automaker. 

The  field  of  crash  test- 
ing was  started  by  a  turn-of- 
the-century  French  sur- 
geon, Rene  Le  Fort.  Dr.  Le 
Fort  begged,  borrowed 
or  bought  bodies  from  the 
morgue,  then  banged 


heads 

their  heads  with  clubs  and 
against  tables.  The  frac- 
tures he  discovered  are 
called  Le  Fort  1 ,  2  and  3. 

Today's  safety  engi- 
neers combine  Le  Fort's 
work  with  Dyna  3D  soft- 
ware in  simulations  of  car 
crashes.  Dyna  3D  also  has 
a  French  flavor:  It  is  based 
on  work  by  the  French 
mathematician  Lagrange, 
who  elaborated  on  New- 
ton's equations  of  moving 
bodies.  "The  equations 
are  all  published.  What  I 
did  was  build  a  produc- 
tion tool  for  weapons  de- 
signers' needs,  not  break 
new  theoretical  ground," 
explains  Hallquist. 
"Conceptually,  Dyna 
throws  a  mesh  over  any 
object,  dividing  a  geomet- 
ric shape  into  thousands 
of  small  boxes.  The  boxes 
are  called  finite  elements, 
hence  the  field  is  called  fi- 


Car  bumper  about  to  collide  with  a  brick  wall  at  14mph 

Breed  Automotive  in  Boonton  Township,  N  J.  uses  Dyna  30  to 

design  sensors  that  trigger  airtiags. 


nite  element  analysis." 

When  this  mesh  of  fi- 
nite elements  slams  into 
something,  the  stresses 
and  strains  on  each  tiny  box 
in  the  model  are  recalcu- 
lated for  each  tick  of  the 
clock.  The  result,  when 
plotted  and  displayed,  is 
a  detailed  computer  sim- 
ulation of  the  effects  of 
a  crash. 

Thank  goodness  for 


supercomputers  and  their 
cheap  descendants,  engi- 
neering workstations.  Hall- 
quist's  commercial  ver- 
sion of  the  program  runs  to 
150,000  lines  of  Fortran 
code.  With  each  tick  of  the 
clock  do\\'n  to  1  micro- 
second, the  simulation 
needs  more  than  a  trillion 
arithmetic  operations  to 
crash  a  dummy  through  a 
windshield.  -JV.  ■§ 


national,  the  big  software  house, 
turned  a  database  idea  developed  by 
government  employees  into  a  soft- 
ware company  worth  hundreds  of 
millions  of  dollars. 

Chances  are  Hallquist's  firm  will 
never  turn  into  something  as  big  as 
AshtonTate.  But  he  does  have  a  piece 
of  a  very  hot  software  market  called 
finite  element  analysis  (see  box),  a  key 
clement  in  simulations  used  by  design 
engineers. 

Besides  Hallquist's  firm,  publicly 
traded  MacNeal-Schwendler  Cov^. 
and  Hibbitt,  Karlsson,  Sorensen,  a 
private  Pawtucket,  R.I.  firm,  are  mar- 
keting their  own  competing  products 
similar  to  Dyna  3D.  So  are  two  French 
software  firms,  I'ngineering  Systems 
International  and  Mecalog. 

Curiously  enough,  one  of  Hall- 
quist's paying  customers  for  his  en- 
hanced version  of  Dyna  3D  is  the  U.S. 
government.  "Right  now  we're  using 
Dyna  3D  to  design  a  more  accurate 
thorax  on  our  test  dummies,"  says 
Michael  Kleinberger,  a  research  engi- 
neer with  the  National  Highway  Traf- 


fic Safety  Administration  in  Washing- 
ton, D.C.  "The  current  one  isn't  very 
humanlike,  and  biofidelity  is  the  name 
of  the  game  around  here."  Klein- 
berger buys  Dyna  3D  software  from 
Hallquist  and  also  uses  versions  in  the 
public  domain. 

One  thing  working  in  Hallquist's 
favor  is  the  increasing  power  of  cheap 
computers.  When  he  first  ran  Dyna 
3D  in  1976,  he  needed  a  multi- 
million-dollar Control  Data  super- 
computer to  nin  through  the  billions 
of  calculations  necessary'  for  just  one 
simulated  crash.  At  the  time,  the  U.S. 
government  owned  most  of  the 
world's  supercomputers.  Had  Hall 
quist  been  trying  to  sell  the  sofh\'are 
to  private  industry,  he  would  have  had 
a  limited  market.  But  nowadays  a 
$20,000  w{)rkstation  can  handle  the 
arithmetic  for  finite  element  analysis. 
The  roster  of  potential  users  has  ex 
panded  enormously;  Dyna  ?>Vi  users 
include  Alcan  Aluminium,  w  hich  uses 
it  for  modeling  metal  stamping  tools 
and  dies,  and  Cicneral  Atomics,  a  San 
Diego  firm  that  designs  breakpri>of 


containers  for  storing  and  transport- 
ing toxic  and  nuclear  waste. 

Livermore  Lab  is  not  sitting  still. 
Robert  Whirley,  who  took  Hallquist's 
place  as  lead  developer  for  Dyna  3D, 
says  the  lab  added  250  users  last  year. 
But  this  one  program,  life  and  death 
to  Hallquist's  firm,  is  just  one  of  many 
items  in  the  Livermore  catalog.  At  a 
recent  trade  fair  in  San  Francisco 
aimed  at  pitching  national  laborato- 
ries' research  to  private  industn-,  Liv- 
ermore offered  solid  state  lasers;  ma- 
terials science  breakthrtnighs  like  cer- 
mets, a  combination  of  ceramic  and 
metal;  aerogels  and  space  age  steel; 
and  process  instrumentation  tor  test- 
ing events  that  are  timed  in  billionths 
of  a  second. 

With  so  many  projects,  it's  unlikely 
that  Livemiore  Lab  will  devote 
encnmh  attention  \o  Dvna  3D  to  fullv 
maximize  its  commercial  value.  In  the 
end,  even  a  tiny  firm  like  Hallquist's 
LivermiKC  St>ft\vare  lechnoUigN 
Cor^").  stands  a  chance  of  competing 
successfully  against  this  giant  govern 
ment  entcr^trise.  ^ 
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"Uh-Oh . . ."  Donna,  Accounting 


"What  The  ...     ^jun.  Drafting 


"Hey!"    Ji/tU.  .^hi/jping 


"^Jiodl"  Jan,  Production 


OFFICE   LilENT   INTO   SHOCK 

UIHEN   FOUR   MRJOR 

PROJECTS   LUERE 

SUDDENLY   PUT  ON   HOLD. 

Management  still  reters  to  it  as 
"Black  Friday."  The  morning  that  every 
computer  screen  in  the  entire  office 
suddenly  went  blank.  And  as  hundreds 
of  hours  of  manpower  were  lost  in  the 
blink  of  an  eye,  they  kicked  themselves 
for  not  having  the  foresight  to  buy  a 
Powerware*  System  from  Exide  ElectR)nics. 


While  today's  computer  networks  are 
more  reliable  than  ever,  the  source  of 
their  energy  isn't.  Utility  power  is  riddled 
with  surges,  sags,  and  other  irregularities 
that  can  cripple  a  network  in  no  time  flat. 

A  Powerware  System  is  designed  to 
ward  off  these  potential  catastrophes 
by  conditioning  the  power  before  it  is 
ever  fed  into  the  CPU.  And  should  a 
power  outage  ever  threaten  your  bottom 
line,  the  Powerware  System  is  on  the  job 
with  the  most  reliable  backup  power  in 
the  industry  today,  for  systems  ranging 
from  a  single  PC  to  the  large.st  mainframes 
and  networks. 

Be.st  of  all,  as  nine  out  of  ten 


computer  manufacturers  will  tell  you, 
every  Powerware  System  comes  with  the 
invaluable  service  of  the  world's  most 
knowledgeable  power  consultants.  An 
entire  team  devoted  solely  to  the  purpxase 
of  keeping  your  network  up  and  running 
even  in  the  mo.st  adverse  conditions. 

Call  1-800-554-3448  or  fax  us  toll-free 
at  1-800-75-EXIDE  to  find  out  more  about 
Powerware  Systems  from  Exide  Electronics. 
Because  "Black  Friday"  is  no  cT)mp»any  pitnic. 


-EXIDE  ELECTRONICS 

Helping  )bu  Stay  In  J'outr" 


COMPUTERS/COMMUNICATIONS 


New-issue  wheat 
versus  chaff 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


IT'S  NEW-ISSUHS  TIME  again,  and  I'm 
hearing  some  familiar  Wall  Street 
saws.  "When  the  ducks  quack,  feed 
them,"  is  one.  Another:  "In  a  strong 
wind,  even  turkeys  can  fly." 

The  last  time  we  saw  such  a  hot 
market  in  new  issues  of  technology 
stocks,  1983,  was  a  good  year  for 
investors  to  be  extremely  cautious. 
Among  the  flood  of  technology  new 
issues  from  back  then,  only  a  hand- 
ful— including  Lotus  Development 
and  Compaq — turned  out  well. 

This  year  is  shaping  up  as  another 
very  busy  one  for  high-tech  under- 
writers. In  the  pipeline  I  see  a  handfiil 
of  excellent  companies,  and  recom- 
mend them  if  the  pricing  is  reason- 
able. But  there  will  be  a  flood  of  ver}' 
bad  offerings,  too.  Busy  years  are  bad 
years  for  most  new-issue  buyers. 

On  the  basis  of  our  research,  Tech- 
nologic estimates  that  more  than  60 
digital  technology  companies  will  tr)' 
to  go  public  this  year.  This  is  in 
addition  to  all  the  likely  new  issues  in 
biotcchnolog)'  and  health  care.  Sixt)' 
computer- related  offerings  would  be 
half  again  as  many  as  last  year,  and 
more  than  in  any  year  since  1983, 
when  1 19  managed  to  get  out  before 
the  market  for  young  technology' 
shares  collapsed. 

In  some  ways,  the  new-issues  mar- 
ket isn't  as  overheated  now  as  it  was  in 


1983.  In  the  present  rally,  computer 
stocks  are  climbing  in  part  because 
there  are  so  few  good  ones  at  a  time 
when,  with  interest  rates  low,  more 
money  than  ever  is  looking  for  a  home 
in  equities.  Daily,  individuals  are 
pouring  hundreds  of  millions  of  dol- 
lars in  cash  into  stocks  and  stock 
hinds.  So  it's  no  wonder  that  young 
companies — especially  companies  in 
the  computer  industry,  where  growth 
rates  tend  to  be  above  average — are 
rushing  to  take  advantage  of  the 
seller's  market. 

I'm  disturbed,  however,  by  the 
ages  and  financial  histories  of  some  of 
the  companies  in  the  new-issue  rush. 
Many  of  them  seem  to  be  either  too 
old  or  too  young.  A  typical  computer 
company  goes  public  before  age  four; 
some  of  the  big  offerings  this  year, 
however,  will  be  from  companies  that 
date  to  the  1970s.  In  other  words,  it 
seems  that  several  companies  about  to 
go  public  are  ones  that  missed  their 
chances — or  weren't  good  enough — 
in  the  1983  market. 

In  addition,  I  anticipate  at  least 
three  new  issues  from  computer  com- 
panies that  not  only  have  no  earnings 
but  also  almost  no  product  revenues. 
In  February'  Kendall  Square  Research, 
the  supercomputer  maker,  tiled  an 
offering  prospectus  with  a  proposed 
market  valuation  of  $1 10  million,  or 
more  than  100  times  its  annual  re- 
ceipts. (At  the  time  of  the  filing, 
Kendall  had  shipped  its  computers, 
priced  as  high  as  $2.2  million  each,  to 
four  customers,  but  throe  of  the  ma 
chines  had  not  yet  been  paid  for.)  But 
this  is  the  computer  industry',  mind 
you,  not  pharmaceuticals  t)r  medical 
devicc.%  industries  in  which  compa- 
nies commonly  go  public  on  the  mere 
hope  of  product  sales. 

Among  the  private  computer  com- 
panies preparing  their  initial  t>tVer- 
ings,  how  ever,  are  several  that  desen  e 
careful  consideration.  I  would  single 
out  four:  C^'ntral  Point  Sothvare,  In- 


tuit,  Network   Computing  Devices 
and  StrataCom. 

Central  Point  is  similar  to  Syman 
tec,  which  has  been  one  of  the  best- 
performing  stocks  in  recent  months 
Publisher  of  PC  Tools  and  other  soft- 
ware products  for  data  protection, 
computer  backup,  virus  elimination 
and  remote  computing.  Central  Point 
has  more  than  I  million  customers, 
who  frequendy  buy  the  company's 
new  products.  Revenues  for  the  fiscal 
nine  months  ended  in  December 
were  $65  million. 

Intuit,  another  software  company, 
publishes  Quicken  and  dominates  the 
financial  sofhvare  market  for  homes 
and  small  businesses.  Its  potential 
market  is  huge — 5  million  U.S.  small 
businesses  and  90  million  house- 
holds, constituting  the  fourth -largest 
category'  of  software  for  personal 
computers.  Sales  are  about  S50  mil- 
lion, and  the  company,  which  has 
been  profitable  since  1985,  earns 
about  15%  before  taxes. 

Network  Computing  Devices,  with 
over  25%  of  the  X  terminal  market  in 
1991,  has  maintained  a  leadership 
position  in  what  has  become  an  ex- 
tremely competitive  business.  X  ter- 
minals are  inexpensive  de\ices  that 
can,  sometimes,  replace  personal 
computers  or  even  workstations  on  a 
network.  Network  Computing  is  the 
only  one  of  the  startups  that  has  been 
able  to  stay  ahead  of  the  larger,  later 
entrants,  such  as  Digital  Equipment 
Corp.,  Hewlett-Packard  and  IBM. 
NersNork  Computing  expects  sales  of 
about  $90  million  this  year. 

The  fourth  company  on  my  list, 
StrataCom,  has  been  a  leader  in  cell 
relay  and  frame  relay.  These  technol- 
ogies are  central  to  the  coming  w  orld 
of  high-volume  digital  tratlic,  in 
w  hich  video  signals,  voices,  faxes  and 
computer  data  are  compressed  into 
fiberoptic  lines  and  routed  otl'  in 
ditVcrcnt  directions  at  the  other  end. 
Among  the  companies  using  Strata- 
Com technology  is  AT&T.  Revenues 
last  year  w  ere  about  $60  million. 

Whether  any  of  these  companies 
are  good  in\cstments  depends,  of 
course,  on  how  the  shares  are  priced 
when  they  are  offered  to  the  public.  I 
can,  htn\ever,  assure  you  that  behind 
each  of  these  companies  stands  a  real 
business.  None  is  a  turkey,  nor  food 
for  the  ducks.  WM 
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Just  don't  expect  it  to  roar. 


In  an  effort  to  become  swifter  and 
more  ferocious,  many  organizations  may 
be  tempted  to  make  superficial  changes. 

But  this  approach  will  rarely  improve 
performance.  Especially  when  informa- 
tion technology  is  part  of  the  plan. 

Which  is  why  Andersen  Consulting 

©  1992  Andenen  Consulting.  All  rights  Ktervcd. 


works  with  companies  to  link  technology 
to  the  heart  of  their  business.  Their  strat- 
egies, operations  and  human  resources. 

Because  these  days,  becoming  a  more 
aggressive  competitor  often  means  trans- 
forming the  organization.  And  not  just 
hopping  on  a  technological  bandwagon.      Where  We  gO  f  rom  here' 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CQ,  S.C 


».g.ril'. 
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Xhe  eyes  have  one 
language  everywhere." 

George  Herbert 


True  vision  is  without  boundaries. 
So  when  the  New  York-based  Project 
ORBIS  developed  a  program  to  save  or 
restore  eyesight,  they  put  a  teaching 
hospital  on  an  airplane  and  took  it 
around  the  world. 

On  board  are  five  Toshiba  laptop 
computers.  Not  only  to  record  surgical 
schedules,  patient  records,  and 
lecture  materials,  but  also  to  manage  the 
flow  of  information  between  the  aircraft, 
Project  ORBIS  headquarters  and  its 
offices  throughout  the  world. 

For  Toshiba,  it's  one  more  chance  to 
help  all  of  us  see  a  better  tomorrow. 

In  Touch  with  Tomorrow 

TOSHIBA 


Color  TVs 
&VCRs 

Computers 
&  Printers 

Copiers 

CT  Scanners 

Digital 
Instrumentation 

Disk  Drives 

Facsimile 
Systems 

Industrial  Motors 
k    &  Controls 

\    Liquid  Crystal 
^    Displays 

("' 

Medical  Tubes 

Mobile  Electronics 

MR  Imaging 

,    Nuclear  Medicine 

■     OPTO  Electronic 
Devices 

Picture  Tkbes 

Professional 
Video  Systems 

Room  Air 
Conditioners 

Satellite  Receivers 

Semiconductors 

i    Telecommunication 
>     Systems 
i 

I    TUrbines  & 
Generators 

'■     Ultrasound 

''.     Uninterruptible 
Power  Supply 

Variable  Speed 
Drives 

X-Ray  Systems 
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SCIENCE  a  TECHNOLOGY 


The  unbundling 
of  America 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of 
tfie  Manhattan  Institute,  is  the  author 
of  Galileo's  Revenge:  Junk  Science 
in  the  Courtroom  (Basic  Books). 


LiFF  IS  dominated  in  every  detail  by  a 
single,  charismatic,  all-powerful  lead- 
er. There  is  uniformity  of  attire,  ap- 
pearance, habit  and  locution.  The 
leadership  is  rigidly  hierarchical. 

This  is  a  Communist  dictatorship, 
right?  Yes,  but  it's  also  the  megacor- 
poration,  the  last  of  the  great  collec- 
tivist  autocracies  on  this  side  of  the 
globe.  And  it  isn't  going  to  last  much 
longer.  What  information  technol- 
ogies did  to  the  Soviet  Union  they  are 
now  doing  to  the  old-style  American 
corporation.  Telephones,  electronic 
mail,  facsimiles,  modems,  computers 
and  broadband  networks  will  disas- 
semble the  giant  corporation  into 
much  more  efficient  parts. 

Think  about  why  corporations  exist 
at  all.  As  Nobel  Prize-winning  econo- 
mist Ronald  (-oase  explained  years 
ago,  a  firm  makes  sense  when  the  costs 
of  keeping  track  of  all  sorts  of  little 
day-to-day  transactions  outweigh  the 
benefits.  Individuals  work  harder  and 
more  enicienth'  when  they  work  for 
themselves,  but  an  individual  can't 
build  a  car  on  his  own.  In  thcor)', 
cver\'  secretan',  accountant,  lawyer, 
engineer  and  assembly  line  worker  at 
General  Motors  could  be  an  indcpen 
dent  contractor,  but  keeping  the  en 
tcrprise  running  would  then  become 
impossibly  complex.  The  garment  in- 
dustry can  farm  out  knitting  and  pay 


workers  by  the  piece,  but  car  manu- 
facturers have  to  run  a  sort  of  corpo- 
rate commune. 

That  means  Soviet-style  central 
planning.  Who  does  what,  where  and 
when  inside  a  firm  is  decided  not  by 
competition  and  contract,  as  it  would 
be  in  a  market,  but  by  administrative 
decree.  From  the  assembly  line  to  the 
executive  suite,  the  individual  corpo- 
rate citizen  is  paid  a  salary  that  is  only 
vaguely  related,  if  at  all,  to  how  he  or 
she  affects  overall  profits. 

Telecommunications  and  comput- 
ers are  now  changing  everything. 
Electronic  machines  make  it  possible 
to  count  every  keystroke  typed,  every 
mile  driven,  every  bolt  tightened,  ev- 
ery package  delivered.  The  complicat- 
ed connections  between  the  top 
line — the  employee — and  the  bottom 
line — profit — are  getting  clearer  day 
by  day.  Employees  paid  by  the  hour  to 
assemble  the  radios  for  cars,  or  drive 
delivery  trucks,  or  prepare  payrolls, 
can  now  be  compared  very'  directly 
with  outsiders  who  are  paid  not  by  the 
hour  but  by  radios  assembled,  pack- 
ages delivered  or  payrolls  prepared. 

At  the  same  time,  the  obstacles  to 
buying  goods  and  services  from  out- 
side the  corporate  commune  are  be- 
ing eliminated  by  advances  in  com- 
puterized inventory  control,  data  in- 
terchange, billing  and  electronic  mail. 

Coordinating  multiple  outside 
providers  used  to  cost  more  than  it 
was  worth,  but  every  advance  in  com- 
munications and  computer  technol- 
ogies changes  the  ec]uation.  Yesterday 
it  was  often  hard  to  tell  if  an  outsider 
would  pay  his  bills  or  perform  on 
time;  it  was  difficult  to  maintain  flexi- 
bilit>',j:o  double  an  order  at  the  last 
moment,  to  change  the  specifications, 
to  extend  a  line  of  credit  or  to  reassign 
people  quickly  from  one  job  to  anoth- 
er. Now  the  technologies  of  commu- 
nication slash  these  transaction  costs. 
As  such  costs  decline,  so  docs  the 
traditional  logic  for  keeping  business 


inside  your  own  cozy  corporate  com 
munity.  The  myriad  economic  acti\i- 
ties  that  compose  the  giant  corpora- 
tion can,  in  short,  be  unbundled. 

Thus,  car  manufacturers  are  revert- 
ing to  the  role  they  had  in  the  early 
part  of  this  century,  becoming  effi- 
cient assemblers  of  parts  provided  by 
hundreds  of  independent  suppliers. 
At  the  same  time,  typists,  program- 
mers, accountants,  designers — large 
numbers  of  people  who  provide  an 
enterprise's  support  serxices — are  be- 
ing replaced  by  independent  outsid- 
ers, knitted  together  into  an  efficient 
whole  not  by  corporate  autocracy  but 
by  market  forces  supported  by  elec- 
tronic networks. 

Even  if  activities  aren't  unbundled, 
the  fact  that  they  can  be  changes 
every'thing.  Employees  now  realize 
they  are  competing  against  outsiders 
who  sell  goods  and  ser\'ices  by  the 
piece,  rather  tnan  units  of  labor  by  the 
hour.  Good  managers  now  know  they 
can  turn  to  the  market  when  they  tire 
of  fighting  a  clogged  white-collar  bu- 
reaucracy or  a  blue-collar  union  that 
still  thinks  like  a  Soxiet  ministry'. 

We  can  therefore  expect  that  the 
1980s  trend  of  falling  employment  in 
the  largest  enterprises  will  continue. 
Somewhat  paradoxically,  we  can  also 
expect  new  levels  of  specialization  for 
some  tasks,  with  a  few  people  running 
large  enterprises  and  offering  highly 
specialized  ser\ices.  Example:  With 
technology  available  today,  a  handfiil 
of  the  very  best  hospitals  could  al 
ready  read  every  difficult  X  ray  and 
interpret  every  complex  CAT  scan  for 
other  hospitals.  It  is  also  going  to  get 
more  difficult  for  the  Employment 
Police — wage  commissioners,  dis- 
crimination watchdogs,  labor  boards 
and  the  rest — to  stand  berv\  cen  work- 
ers and  market  forces. 

Lenin  once  said  that  the  capitalists 
would  supply  the  rope  for  their  own 
hanging,  and  in  a  w  ay  he  w  as  right.  As 
market  forces  and  the  rise  of  the  infor- 
mation age  uliimately  forced  the  un- 
bundling of  the  Soviet  L'nii>n,  so  they 
arc  forcing  America's  largest  econom- 
ic organizations  to  break  up  into  more 
efficient  pieces.  If  you've  grown  ac- 
customed to  a  sheltered  life  inside  a 
really  large  coqx^ration,  take  pity  on 
the  unemployed  apparatchiks  at  the 
Kremlin.  The  next  Kjcnilin  to  fall  may 
be  vour  own.  Hi 
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Chartering  a  crewed  yacht  in  the  Caribbean 
is  often  heavenly.  But  the  wrong  crew 
can  turn  the  best-laid  plans  hellish. 

No  fun  on  the 
Cairibbean 


,' 


By  A.  Gary  Shilling 


A  JOLLY  CAPTAIN  and  a  great  cook. 
That's  what  we  wanted  when  my  wife 
and  I  and  another  couple  decided  to 
fulfill  a  long- held  dream:  charter  a 
sailing  yacht  in  the  British  Virgin  Is- 
lands. We  got  something  else. 

It  ail  began  in  early  January,  when  I 
called  a  representative  of  The  Moor- 
ings. Based  in  Clearwater,  Fla.,  The 
Moorings  is  a  large  charter- boat  oper- 
ator that  claims  annual  revenues  of 
$90  million  and  maintains  a  fleet  of 
over  600  boats  around  the  world.  In 
the  Caribbean,  the  firm  charters  Mor- 
gans and  Bcnctcau  sailboats  and  Jean- 
ncau  catamarans,  usually  by  the  week. 
The  bareboat  charters — you  rent  the 
boat,  without  crow — range  in  length 
from  27  feet  to  51  feet.  The  crewed 
yachts  range  from  47  feet  to  100  feet. 

We  wanted  a  cook  and  a  captain.  An 
experienced  charterer  advised  me  H) 
be  particularly  careful  of  crews.  After 


all,  they're  going  to  be  your  masters 
and  shipmates  for  the  duration.  Char- 
ter captains  are  often  tired  and  lazy,  he 
warned,  telling  me  to  demand  infor- 
mation about  who  would  be  skipper- 
ing and  cooking  for  us. 

The  Moorings'  travel  consultant 
assured  us  that  an  energetic  and  en- 
thusiastic young  couple,  Philip  and 
Janet  Oliver,  would  sene  us  aboard 
the  Castaway,  a  50-foot  Morgan 
sloop.  She  even  sent  us  their  resume, 
and  they  did  seem  like  the  perfect 
crewi  Philip,  a  29-year-old  English- 
man, spent  two  years  at  tiic  Britannia 
Royal  NvUal  C'ollege  and  in  the  Royal 
Navy,  where  lie  specialized  in  diving, 
and  had  Ro\al  Marine  commando 
training.  lanet,  also  29,  had  earned  a 
business  degree  at  the  Universit>-  of 
Western  Ontario,  is  a  di\e  master  and 
was  "trained  as  a  charter  boat  chef" 

Excited,  \\  c  signed  on  to  cruise  f(K 


four  days  (five  including  the  first  nighi 
at  Treasure  Isle  Hotel  in  Tortola) 
Total  cost  for  the  four  of  us:  about   J" 
$4,000,  including  boat,  crew,  food,] 
drink,  hotel  tax  and  service. 

We  arrived,  via  San  Juan,  in  Road 
Town,  Tortola,  the  day  before  our 
charter  started.  That  night,  we  foundi 
the  Olivers  aboard  Castaway  and  in- 
troduced ourselves. 

An    attractive,    vivacious    couple, 
they  were  all  we  had  hoped  for,  but  for 
one  thing:  They  had  never  heard  of 
us.  In  fact,  they  were  preparing  to  sail ' 
to  St.  Lucia  on  another  charter. 

We  were  shocked  and  dismayed. ' 
What  was  going  on?  The  next  morn- 
ing, a  Moorings  official  told  us  that 
we  were  being  switched  to  another  /l»^f^ 
50-foot  Morgan,  Lumber  Alongi,  with  i 
another  crew.  He  said  the  company 
sometimes  does  that.  Legally,  they're 
probably  enttled  to.  On  a  more  con- 
ciliator}' note,  the  official  did  concede 
that  we  should  ha\'e  been  told.  But 
not  to  worr\',  he  assured  us,  all  of  The 
Moorings'  crews  are  great  sailors  and 
cooks,  as  well  as  super  hosts  and 
hostesses.  Our  new  captain,  the  offi- 
cial noted,  was  in  his  early  40s. 

So  we  boarded  Lumber  Alonjf  with 
cautious  hopes  for  a  great  cruise.  But 
our  misgivings  soon  proved  well 
founded.  The  captain  took  one  look 
at  my  fishing  rods  and  warned  we 
couldn't  fish  without  a  license,  this 
despite  The  Moorings'  assurances 
that  we  could.  (Technically,  the  cap- 
tain was  right,  but  the  authorities 
generally  look  the  other  way,  as  long 
as  you  don't  sell  your  catch.) 

The  captain  relented  and  let  us  fish, 
but  his  early  negative  reaction  fore- 
told his  attitude  during  the  entire  trip. 
There  may  be  a  reason.  He  and  the 
cook  had  pre\iously  run  their  own 
charter  boat  and  were  probably  un- 
happy working  for  other  people. 

In  any  case  our  captain's  resume 
was  quite  a  bit  difierent  ft^om  Philip 
Oliver's.  A  man  in  his  50s  (^not  early 
40s),  he  had  worked  on  an  oil  rig  and 
had  drifted  into  the  charter  business. 
He  struck  us  as  burned  out,  infiexible 
and  looking  for  ways  to  minimize  his 
efibrt.  For  example,  he  resisted  raising 
the  sails  when  we  wanted  to,  prefer- 
ring the  ease  of  motoring.  What's  the 
point  t>f  being  in  a  sailboat.' 

We  guests  were  suppo.scd  to  con- 
trol the  itinerar\ ,  but  the  crew  «encr- 
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ly  didn't  want  to  get  under  way  until 
a.m.  and  wanted  to  set  anchor  by  3 
m.  A  British  trade  union  mentality' 
et  our  charter's  tone. 

The  cook  preferred  sitting  alone  at 
the  other  end  of  the  boat  to  talking  to 
her  guests.  Quite  a  contrast  to  The 
Moorings'  brochure,  which  trum- 
pets: "Our  crews  are  selected  for  their 
competence  and  congeniality." 

It  also  promises:  "If  you  wish  to 
actively  participate  in  sailing  the 
yacht,  your  crew  will  be 
happy  to  direct  or  in- 
struct." In  fact,  we  were 
not  allowed  to  get  involved 
in  any  way  on  those  rare 
occasions  when  the  sails 
were  up — except  for  brief 
turns  at  the  helm  on  the  last 
day,  tip  time  for  the  crew. 

At  one  point,  we  decided 
to  do  some  windsurfing. 
"The  equipment  is  already 
aboard  your  yacht  and  your 
crew  will  gladly  help  nov- 
ices," says  the  brochure. 
But  our  captain  wouldn't 


break  it  out,  telling  us  to  go  to  wind- 
surfing school  instead.  "If  you  wind- 
surf,"  he  barked,  "I'll  have  to  go  get 
you  in  the  dinghy." 

Instead  of  helping  us  do  what  we'd 
flown  thousands  of  miles  to  do,  our 
skipper  bombarded  us  with  his  racial 
and  ethnic  prejudices;  we  had  neither 
sympathy  nor  interest. 

The  trip  wasn't  a  complete  disaster. 
The  weather  was  splendid,  the  snor- 
keling  was  great  and  the  islands  are 


Tortola,  British  Virgin  Islands 

A  pleasant  setting  for  a  not-soiileasant  experience. 


spectacular.  And  if  the  cook  wasn't 
much  at  conversation,  she  was  a  great 
chef.  We  all  put  on  some  pounds. 

Our  captain  was  a  competent  sailor; 
no  one  drowned.  But  life  aboard 
Lumber  Alon0  lumbered  along  at  his 
pace,  not  ours. 

Was  this  a  typical  experience?  I 
certainly  hope  not.  But  I  did  learn  a 
few  things  ft-om  it.  For  one  thing, 
shop  around  if  you  are  looking  for  a 
crewed  charter  (see  box).  Business  has 
been  soft,  and  many  boats 
and  crews  are  available. 
Above  all,  regardless  of  the 
charter  company's  reputa- 
tion, check  out  the  crew's 
resumes  and  references. 

Of  course,  we  did  all  that 
and  still  got  switched 
around  at  the  last  minute, 
when  it  was  too  late  for  us 
to  do  anything  about  the 
fill-in  crew  and  the  bad  per- 
sonal chemistT)'  between 
us.  You  can  plan  a  lot  of 
things,  but  you  can't  plan 
against  bad  luck.  ^M 


Before  you 
charter 


From  November  to 
April,  many  sailors  flock  to 
the  American  and  British 
Virgin  Islands.  No  wonder. 
The  gende  trade  winds 
blow  at  about  16  knots,  the 
water  is  calm,  the  diving 
and  snorkeling  great,  and 
there  are  lots  of  interest- 
ing anchorages  within  easy 
reach.  Too  crowded? 
Head  farther  east  and  take  a 
charter  out  of  St.  Lucia  or 
Grenada,  and  explore  the 
Grenadines.  Or  tr\'  Ton- 
ga in  the  South  Pacific,  or 
the  Greek  islands. 

If  you're  thinking  of 
chartering  a  boat  in  the  Ca- 
ribbean, here  are  some 
helpfijl  hints. 
■  Start  with  a  reputable 
charter  company  or  broker. 
Respected  pros  like  Nich- 
olson Yacht  Charters  (800- 


662-6066)  and  Lynn 
Jachney  Charters  (800- 
223-2050)  advertise  in 
the  sailing  magazines, 
which  feature  special  is- 
sues on  bareboat  and 
crewed  yacht  charters. 
Tachtin£i  publishes  two 
such  issues  each  year,  in 
March  and  September.  An- 
nual subscription  is  S20. 
Cruising  World's  March  is- 
sue contains  the  latest 
crewed  boat  costs;  the  Au- 
gust issue  will  include  the 
results  of  a  reader  sur\'ey  of 
b^jeboat  charters.  Annu- 
al subscription  is  $24. 
■  If  you  can  handle  a  32- 
foot  sailboat  in  your  home 
waters,  you  will  probably 
be  able  to  bareboat  a  simi- 
lar-size vessel  in  the  Ca- 
ribbean. If  you  are  not  sure 
you're  ready  to  bareboat, 
see  if  you  can  hire  a  skipper 
for  a  day  or  tN\'o;  he  or  she 
can  check  you  out  and  im- 
part some  local  lore.  Or 
you  can  join  a  flotilla  orga- 


nized by  the  charter  com- 
pany. That  way  you  can  en- 
joy the  privacy  of  your 
own  vessel  but  have  the  se- 
curity' of  knowing  there's 
an  experienced  skipper 
aboard  the  lead  boat. 
Among  the  bareboat  char- 
ters with  lots  of  brand- 
new  yachts  in  the  Caribbe- 
an are  The  Moorings 
(800-535-7289),  Sunsail 
(800-327-2276)  and  Ca- 
ribbean Sailing  Charters 
(800-824-1331). 
■  Costs:  Bareboat  char- 
ters, without  crew  and  with 
or  without  provisions,  in 
the  Caribbean  range  fi-om 
about  $1,500  to  S5,800 
per  yacht,  per  week,  in  sea- 
son, depending  on  boat 
size.  Rates  fall  about  30%  in 
summer.  Hurricane  sea- 
son runs  from  late  August 
to  October.  Most  boats 
sleep  four  to  six  passengers. 
The  charter  company  will 
stock  provisions  for  about 
$126  per  person  per 


week. 

For  crewed  charters, 
which  include  a  skipper  and 
a  cook/first  mate,  rates 
generally  run  fi-om  $1,000 
to  $3,000  per  person  per 
week  depending  on  boat 
size,  season  and  extras. 
■  If  you'd  like  to  learn 
how  to  sail,  call  the  Ameri- 
can Sailing  Association 
(213-822-7171)  for  a  local 
sailing  school.  Or  just  en- 
roll in  one  of  the  big  sailing 
schools  like  .\nnapolis 
(800-638-9192)  or  Off- 
shore (800-221-4326), 
which  oft^er  courses  fi-om 
East  Coast,  Florida  and 
Caribbean  locations. 

For  more  information 
on  chartering,  call  the  Vir- 
gin Island  Charter  Yacht 
league  (800-524-2061) 
or,  for  a  brochure  called 
"Avoiding  Travel  Prob- 
lems," call  the  American 
Socierv'  of  Travel  Agents 
(800-828-2712). 
-Brigid  McMenamin  WM 


Forbes"  April  13,  1992 


121 


■KiHUHlHi^l 


PERSONAL  AFFAIRS 


Look  carefully  at  that  old  paperweight 
holding  down  your  bills- 
it  just  might  pay  them  off. 

Weighty  weights 


By  Christie  Brown 

Everyone  probably  has  at  least  one  or 
two  sitting  around:  those  cute-look- 
ing glass  paperweights  with  flowery 
swirls  inside  you  got  as  a  wedding 
present  or  from  Aunt  Hortense's  at- 
tic. Chances  are  they  cost  about  $200 
to  $400  and  have  little  resale  value. 
Then  there  are  the  almost  indistin- 
guishable antiques  that  are  often 
worth  $10,000. 

Ten  thousand  dollars  for  a  paper- 
weight.>  Try  $250,000.  New  York 
City  art  dealer  Alexander  Acevcdo 
paid  the  record  price  for  a  paper 
weight  two  years  ago — $258,500 — 
for  a  19th-century  4-inch-round  bas- 
ket-shaped piece  made  by  the  French 
factory  Clichy.  "1  keep  it  safely  tucked 
away,"  says  Acevedo. 

No  wonder  collectors  like  John  and 
Linda  Walsh,  manufacturers  of  pave- 
ment sealant  on  Long  Island,  in  New 
York,  are  on  the  prowl.  In  the  past 
eight  years  the  Walshes  have  spent 
about  $  1 20,000  to  collect  40  antique 
glass  paperweights  made  by  French, 
Bohemian,  American  and  FLnglish 
glass  foundries.  The  little  globes,  en- 
casing intricate  designs  of  flowers, 
animals  and  swirling  patterns,  deco- 
rate tables  and  cabinets  around  the 
house.  "They're  miniature  paint- 
ings," says  John  Walsh. 

Although  the  technic]ues  have  long 
existed,  paperweights  were  first  com- 
mercially produced  only  in  1845.  The 
luxury  market  for  glassware  had  dwin 
died  in  the  aftermath  of  the  Napolc 
onic  Wars.  Out  of  desperation  Euro- 
pean foundries  came  up  with  a  small 
souvenir  item  of  decorative  glass — the 
paperweight — which  was  sold  cheap 
in  shops  and  stationer^'  stores.    The 
novelty  became  an  instant  rage.   The 
great  glass  firms  of  Baccarat,  Saint 
Louis  and  CMichy  soon  led  the  held  for 
artistr\',  technique  and  quality,  fol 
lowed  by  English,  Bt)heniian  and  Ital 


ian  glassmakers. 

The  fad  fizzled  by  1860  in  Europe. 
The  glitzy  Empire  style  of  Louis  Na- 
poleon brought  luxury  back  in  fash- 
ion and  foundries  stopped  making 
paperweights.     Clichy,    bought    by 


Linda  and  John  Walsh 
Paperweight  heavyweights. 


Sevres  in  1885,  had  exhibited  weight 
in  1853  in  New  York  and  they  caugh 
the  eye  of  American  glassmakers.  Bos 
ton  &  Sandwich,  New  England  Glas* 
Co.  and  Mount  Washington  Glas; 
Works  churned  out  paperweights  ir 
the  States  until  1870,  when  the  novel 
ty  wore  off  here,  too. 

The  art  of  classical  weights  was  lost 
until  the  1950s,  when  Baccarat  an 
Saint-Louis  made  commemorative 
paperweights  for  the  coronation  of 
Queen  EHzabeth  II  and  the  inaugura- 
tion of  President  Eisenhower.  Collec- 
tors demanded  more.  In  response, 
Saint-Louis,  now  owned  by  Hermes, 
and  Baccarat,  which  is  publicly  trad- 
ed, revived  their  paperweight  produc- 
tion and  have  issued  signed,  dated 
limited  editions  ever  since.  Most  con- 
temporary weights  sell  for  under 
S2,000  and  have  little  resale  value. 

The  big  money  comes  fi-om  Bacca- 
rat, Saint-Louis  and  Clichy  weights 
made  from  1845  to  1860.  There  are 
only  about  30,000  classical  antique 
paperweights  in  existence.  "About 
30%  of  what  I  see  has  value,"  says 
Lauren  Tarshis,  director  of  Sotheby's 
paperweight  department. 

Bohemian,  American,  Italian  and 
English  weights  can  also  be  valuable 
depending  on  rarity,  pattern,  size  and 
technique.  Few  antiques  were  signed 
and  dated.  And  the  prices  reflect  it. 
"An  average  [3  inches  in  diameter] 
millefiori     Baccarat    weight    worth 


j^: 


K^ 
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Saint-Louis  millefiori  paperweight  made  in  1848 
The  "SL 1848"  signature  doublet  the  price. 
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1,200  would  cost  $2,500  if  signed 
id  $20,000  if  it  were  a  magnum  [4 
ches  in  diameter],"  says  Alan  Kap- 
n,  of  Leo  Kaplan  Ltd.  in  New  York. 
Prices  also  vary  according  to  how 
omplicated  the  design  is.  Millefiori  is 
e  complex  process  by  which  hun- 
reds  of  glass  canes  are  fijsed  together 
on  a  template.  It  creates  an  effect  like  a 
sea  anemone.  A  second  method  is 
called  lampwork.  Artisans  modeled 
realistic  shapes  like  flowers  and  but- 
terflies from  tiny  bits  of  glass  worked 
I  )ver  the  flame  of  a  lamp.  Then  there  is 
ncrustation,  in  which  painted  designs 
and  cameos  are  set  into  glass.  These 
ire  called  sulfides. 

Modern  sulfides  are  everywhere, 
courtesy  of  the  Franklin  Mint,  which 
ordered  134,000  sulfides  made  up 
by  Baccarat  from  1974  to  1980. 
They  depicted  famous  figures,  such 
as  George  Washington  and  Julius 
Caesar.  Initially  sold  for  about  $80, 
they're  worth  litde  today.  "I've  been 
offered  them  for  $15  and  won't  take 
them.  There  are  too  many  around," 
says  dealer  Leo  Kaplan.  Antique 
sulfides,  however,  can  cost  as  much 
as  $3,000. 

The  Walshes'  collection  began  with 
a  $260  modern  Baccarat  paperweight 
purchased  in  1980.  It  grew  from 
there.  Only  2  of  their  40  antique 
weights  are  signed  and  dated,  one  by 
Baccarat,  one  by  Saint-Louis.  The 
brightly  colored  Saint-Louis  mille- 


Clichy  paperweight  with  a  pedestal  bottom 
Sold  for  a  record  $258,500  at  Sotheby's. 


fiori  marked  "SL  1848"  cost  the 
Walshes  $9,000,  the  most  they  have 
spent  for  a  single  piece.  It  can  be  a 
Holmesian  hunt  with  a  magnifying 
glass  just  to  find  the  minuscule  dates 
and  marks:  "B"  for  Baccarat,  "SL" 
for  Saint-Louis  and  "C"  for  Clichy.  A 
forger  doesn't  have  a  chance  to 
tamper  with  the  marks.  They  are 
placed  inside  the  paperweight,  often 
on  the  top  of  a  cut  glass  rod. 

Alas,  valuable  antique  weights  are 
rarely  found  in  flea  markets  or  estate 
sales:  The  good  stuff  has  generally 
been  picked  over  by  dealers.  The 


Clockwise  from  top:  Pantin,  Clichy,  Saint-Louis,  Baccarat 
The  biggest  moneymakers  of  the  antique  weights. 


Walshes  have  bought  all  their  antique 
weights  at  dealers  like  Leo  Kaplan  and 
Gem  Antiques  in  New  York,  Larry 
Selman  of  Santa  Cruz,  Calif,  Chris- 
tie's and  Sotheby's. 

Oddly  enough,  surface  scratches 
don't  detract  from  a  paperweight's 
value.  Some  collectors  like  the  wear 
and  tear.  Others,  like  the  Walshes, 
have  the  scratches  polished  off  by  a 
dealer  like  Leo  Kaplan.  Cost:  about 
$100.  And  no  one  ever  knows. 

For  more  information  on  paper- 
weights, the  Paperweight  Collectors' 
Association,  P.O.  Box  1059,  East- 
hampton,  Mass.  01027,  issues  a 
newsletter  five  times  a  year.  Member- 
ship: $15. 

The  best  public  collections  of  an- 
tique weights  can  be  seen  at  the  Cor- 
ning Museum  of  Glass  in  Corning, 
N.Y.,  the  Bergstrom- Mahler  Muse- 
um in  Neenah,  Wis.  and  the  Art  Insti- 
tute of  Chicago.  There  is  also  Whea- 
ton  Village  in  Millville,  N.J.,  which 
not  only  has  a  glass  museum  but  is  also 
home  to  a  group  of  paperweight  arti- 
sans. Wheaton  Village  is  haxing  a 
"papenveight  weekend"  Ma\  14-16. 
Participants  can  make  their  own  pa- 
perweights. Dealers  will  also  be 
exhibiting. 

Sotheby's  will  appraise  any  paper- 
weight. Send  a  photo  with  marks  and 
dimensions  to  Sotheby's  paperweight 
department,  at  1334  York  Ave.,  New 
York,  N.Y.  10021.  Its  next  paper- 
weight sale  will  be  held  May  29  in 
New  York.  ^ 
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WHAT,  NO  THUMPING  DISCO  BEAT? 
Not  a  muscle  shirt  or  skimpy  leotard  in  sight? 
What    sort    of  exercise   class    is    this? 


families.  Youth  and  teen  programs  that  build  self- 
esteem,  .^s  well  as  being  the  largest  provider 
of  child  care  in  the  nation. 


■**   ^^ 


Well,  it's  called  "Twinges  JBf?'.* 
in  the  Hinges,"  a  class  devoted 
to  improving  the  flexibilit\ 
of  arthritis  sufferers.  And 
it's  putting  a  spring  into  many 
a  step  thanks  to  the  Arthritis 
Foundation  of  Southern 
California  and  the  YMC.\ 
who,  together,  developed 
this  program. 

At  7:30  AM  sharp,  four 
mornings  a  week,  a  sprightly 
72-year-old  Peggy  Snow  leads 
her  class  into  the  Torrance-South  Bay  YMC.A  pool 
for  an  hour's  "'watercise." 

An  arthritis  sufferer  hefself,  she  found  the  program 
so  beneficial  she  volunteered  to  teach  it  to  others. 

-And  in  5  years,  Peggy's  never  missed  a  class. 

"Some  of  my  regulars,  like  Robert  here,  have 
been  coming  for  years.  We  really  care  for  and  support 
each  other.  We'd  bend  over  backwards  for  one  another, 
if  we  ceuld,"  she  laughs. 

luingcs  in  the  Hinges"  is  just  one  of  manv 
health  and  fitness  programs  the  YMC.\  provides 
for  the  community. 

It  also  offers  parent-child  programs  that  strengthen 


But  are  we  talking  about 

the  same  YMCA,  the  gathering 

▼      point  for  happy  campers  and 

"*       manv  a  tireless  basketballer, 

f 

V       we  hear  vou  ask.' 


M 
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None  other. 

However,  what's  not  widely 
known   is   that   the   YMCA 
has  for  many  years  embraced 
all    comers    regardless    of 
age,  sex  (almost  half  its  mem- 
bers are  female),  religion  or 
ethnic  origin. 
"Arent  we  all  one  family?"  asks   Dave  Cason, 
Torrance's  director.  "You  bet.  The  wav  we  see  it, 
we're  the  Family  Y,  and  we've  a  couple  of  hundred 
million  or  so  people  to  reach  out  and  care  for." 

It's  this  concept  of  community  that  prompted 
Toyota  to  help  fund  the  construction  of  the  teaching 
pool  back  in  1985.  And  to  continue  our  support  of 
the  exciting  new  projects  underway  this  year. 
But  whv  the  Yr 

Because  we  know  of  no  other  147-vear-old  that's 
so  healthv  and  flexible. 


TOYOTA 


INVESTING  IN  THE  INDIVIDUAL 
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Richard  Kagan  yearned  to  be  in  show  biz; 

his  father  wanted  him  to  get  into  a  real  business. 

Both  got  their  wish. 

Doing  well 
and  loving  it 


By  John  H.  Taylor 

Those  who  think  selling  life  insur- 
ance is  a  low-paying,  glamourless  job 
haven't  met  Richard  Kagan.  Even 
glamorous  people  need  life  insurance, 
and  Kagan  sells  some  of  them  a  lot  of 
it.  Kagan  has  written  life  policies  on 
everyone  from  Bill  Cosby  to  Jackson 
Browne,  Roseanne  Arnold,  Cher  and 
Bob  Newhart.  He  offers  insur- 
ance and  estate  planning  advice 
to  Sidney  Poitier  and  Lucie  Ar- 
naz>  His  corporate  clients  range 
from  Virgin  Music  Group  to 
Carsey-Werner  Co.,  producer 
of  such  hit  shows  as  Roseanne 
and  The  Cosby  Show.  Kagan 's 
best  friend — and  client — is 
composer  Marvin  Hamlisch. 

Kagan,  45,  is  a  good  example 
of  someone  who  got  into  an 
industry  he  enjoyed,  and  ended 
up  making  a  good  living  from  it 
to  boot.  The  son  of  a  northern 
New  Jersey  meat  wholesaler, 
Kagan  showed  an  early  interest 
in  show  business  and  even  in- 
vested in  and  produced  a  Broad- 
way show  when  he  was  23.  But  WM 
the  show  closed  in  a  week,  Ka- 
gan lost  his  life  savings  of  $20,000, 
and  his  father  dispatched  him  to  Cali- 
fornia to  become  an  insurance  sales- 
man in  a  distant  relative's  agency. 

Kagan  figured  he'd  sell  insurance 
for  a  few  months  and  get  back  to  show 
biz.  But  to  his  amazement,  he  enjoyed 
the  work.  "There  were  a  U)t  more 
interesting  people  in  this  business 
than  I  figured,  both  salesmen  mk\ 
clients,"  recalls  Kagan,  whose  Los 
Angeles-based  Kagan  Life  &  Health 
generates  se\  eral  million  dollars  a  year 
in  commission  re\  ciuics.  Kagan's  take 
comes  to  more  than  v$  1  million  a  vcar. 


before  taxes,  more  than  enough  to 
participate  in  the  most-  materialistic 
aspects  of  the  Los  Angeles  lifestyle. 

Why  does  Kagan  do  vvell.^  "Richard 
had  star  potential,"  says  S.  Caesar 
Raboy,  Kagan's  boss  at  Connecticut 
Mutual  in  the  early  i970s  and  now  a 
top  executive  of  Sun  Life  Assurance 


Richard  Kagan  (left)  and  client  Sidney  Poitier 
Having  fun  and  making  good  money  to  l>oot. 


Co.  of  Canada.  By  that  Raboy  means 
Kagan  has  a  natural  salesman's  per- 
sonality' that  people  trust  and  like. 
Raboy  recalls  the  time  K.igan  balked 
at  splitting  a  commission  with  a 
client's  unscrupulous  business  man- 
ager— an  illegal,  though  common 
practice  in  Tinsekown. 

But  Kagan  also  had  a  keen  entre- 
preneurial instinct;  this  drove  him  to 
set  out  on  his  own  in  1975.  And  he 
had  a  sharp  eye  for  spotting  the  people 
who  controlled  the  celebrities'  purse 
.strings.  He  carefully  cultivated  tela 
tionships  with  lawyers  and  managers 


of  entertainers.  Once  these  gatekeep 
ers  introduced  him  to  the  stars  he  wa 
after,  Kagan  built  a  relationship,  witl 
the  result  that  many  of  them  came  t( 
treat  him  almost  as  family.  Hamlisch 
for  example,  took  Kagan  with  him  tc 
the  White  House  to  meet  Presideni 
Reagan.  Arnaz  invited  Kagan  and  hi? 
wife.  Donna,  to  her  home  for  the  firsi 
viewing  of  rare  home  movies  that  her 
mother  and  father,  Lucille  Ball  and 
Desi  Arnaz,  made  in  the  late  Fifties. 

Some  performers  are  known  for 
their  risque  and  unhealthy  lifestyles, 
and  Kagan  occasionally  has  trouble 
insuring  them.  In  the  early  1980s,  for 
instance,  he  had  a  tough  time  finding 
an  underwriter  for  a  55  million  life 
policy  on  the  Go- Go's,  a  popular  all- 
female  rock  'n'  roll  band  at  the  time. 
"Aren't  they  the  band  that's  on  the 
cover  of  this  issue  of  Rolling  Stone  in 
their  underwear?"  asked  one  under- 
writer. "We'll  pass." 

Another  time  Kagan  had  to  go  to 
25  different  companies  before 
he  found  one  willing  to  insure 
an  obese  television  star. 

Kagan  and  some  of  his  clients 
were  burned  badly  in  the  mid- 
1980s  when  Connecticut  Mu- 
tual, the  Hartford -based  insurer 
with  v\'hom  he  had  written  most 
of  his  policies,  lowered  its  divi- 
dends to  policyholders  without 
warning.  As  a  result,  he  now 
spends  a  good  deal  of  his  time 
tr\'ing  to  determine  the  true  fi 
nancial  condition  of  the  coun- 
tr\'s  1,500  insurers. 

"I  now  realize  you  can't  be 
lieve  anything  these  companies 
say,"   he   says.   "It's  constant 
propaganda.''    To    determine 
the  condition  of  an  insurer's 
portfolio,  Kagan  uses  a  network 
of  sources,  including  other  top  agents 
and  executives  in  the  investment  de- 
partments  of  various   carriers.    His 
most  effective  ploy,  he  says,  is  to  tell 
an  insurer  he  is  thinking  of  writing  a 
big  policN'  with  its  rival,  and  then  let 
the  company  spill  the  din  on  its  com 
petitor.  "You'd  be  ama/ed  w  hat  these 
companies  know  abt^ut  each  other," 
he  says. 

K^igan  will  nt>t  say  with  w  hich  com- 
panies he  is  and  isn't  doing  business 
these  davs.  Part  of  working  with  ce 
lebrities,  says  Kagan,  is  kni>w  ing  w  hen 
to  keep  your  mouth  shut.  IB 
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They've  travelled  throughout  the  world  on  their  way 
to  golFs  most  prestigious  tournaments.  Have  been  kicked 
off  in  favor  of  spikes  in  coundess  country  club  locker  rooms. 
Traversed  thousands  of  miles  of  turf  developing  golf  courses 
of  his  own  design.  And  are  at  their  most  attractive  when  worn 
with  a  green  jacket. 

The  Morgan  from  Bostonian.  As  worn  by  Jack  Nicklaus, 
golf  course  designer,  businessman,  family  man,  six-time  Masters 
champion,  and  winner  of  the  U.S.  Open,  the  British  Open,  and 
the  PGA  Championship,  to  name  but  a  few. 


m 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


For  the  retailer  nearest  you,  call  1-800-999-6780. 
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EDITED  BY  JOHN  R.HAYES 


They're  back 

Whilh  everyone  else  is  focused  solely 
on  selling  new  stock  to  eager  public 
markets,  James  Burke  is  buying. 
Burke,  who  oversees  equity  invest- 


James  Burke,  Merrill  Lynch  Capital  Partners 
BillioiHlollar  LBOs  are  doable. 


ments  of  over  $2  billion  as  head  of 
Merrill  Lynch  Capital  Partners,  is 
about  to  close  two  lbos:  $300  million 
for  school  bus  maker  Blue  Bird  Body 
Co.  and  $680  million  for  United 
Artists  Theatres.  Small  potatoes  by 
past  standards,  perhaps,  but  that's 
about  as  big  as  deals  get  today.  Debt 
markets  are  still  tight,  and  dealmakers 
won't  pay  more  than  6  to  8  times  cash 
flow.  New  public  issues  are  getting  10 
to  1 3  times  cash  flow. 

But  there's  a  catch.  Public  offerings 
exact  a  penalty  for  their  higher  multi- 
ples: The  market  insists  that  sellers 
retain  large  stakes  in  the  companies. 
Burke's  sellers  needed  fast  cash.  Blue 
Bird's  founders,  the  two  Luce  broth- 
ers— 69  and  65 — are  facing  the 
daunting  prospect  of  paying  estate 
taxes  on  a  successflil  private  business. 
And  Tele-Communications,  Inc., 
seller  of  the  theater  company,  needs 
to  pay  down  some  of  the  debt  it  took 
on  last  October  to  buy  United  Artists 
Entertainment. 

Burke,  40,  did  his  first  LBO  as  a 
junior  associate  at  Merrill  in  198  L  "A 
leveraged  what?"  he  remembers  his 


Sports  agent  Dennis  Gilbert 

Up  from  the  minors,  he  signed  two  outfielders  for  $54  million  in  preseason. 


boss  asking.  A  few  years  later  he  per 
suaded  Merrill  to  act  as  a  principal  ii 
his  deals,  and  became  a  merchan 
banker.  Since  1982  Burke's  fund  ha- 
earned  a  compound  annual  return  o 
roughly  40%  on  its  equit\'.  Among  hi; 
large  deals:  Supermarkets  General 
Borg-Warner  and  Jack  Eckerd. 

He'd  like  to  keep  buying.  As  long  a* 
buyers  kick  in  25%  equit>',  Burke  saysi 
there's  about  S500  million  per  de 
available  in  senior  bank  debt,  up  from 
S250  miUion  a  few  months  ago.  But 
the  banks  won't  supplv  more  than 
40%  or  50%  of  total  capital. 

That  makes  SI  billion  deals  possi- 
ble, if  junior  debt  can  be  raised. 
Burke's  betting  it  can  be.  As  part  of  his 
United  Artists  deal,  he's  going  to  test 
the  new-issue  junk  bond  waters  with  a 
10%  coupon,  SI 50  million  offering. 
"We're  prett\'  busy  now,"  he  says. 
"But  we  would  be  a  lot  busier  if  prices 
were  lower.  It's  tough  to  compete 
with  the  market  valuations  today." 
-Tatl\na  Pouschine 

Not-so-free  agent 

Dennis  Gilbert  is  doing  a  lot  better 
in  the  major  leagues  than  he  ever  did 
in  the  minors.  A  onetime  centerlielder 
for  teams  like  the  Waterloo  (Iowa) 
Hawks,  the  44-year-old  sports  agent 
hit  a  couple  out  of  the  park  in  presea- 
son this  year — negotiating  t\\o  of  the 
largest  contracts  in  baseball  histon.'. 

In  December  Gilbert's  six-team 
bidding  contest  for  free  agent  out- 
fielder Bobby  Bonilla  resulted  in  a 
fi\e-year  contract  with  the  New  York 
Mets  for  $29  million.  A  month  later 
Gilbert  signed  Danny  Tartabull  to  a 
five-year  deal  with  the  New  York  Yan- 
kees for  S25.5  million.  The  rvvo  deals 
will  bring  Gilbert's  Beverly  Hills 
Sports  Council  almost  S3  million. 

Gilbert  spent  five  years  riding  the 
buses  in  the  minor  leagues.  He  hit 
.300  but  never  got  close  to  the  .AA\ 
clubs.  In  1971  he  retired  and  began 
selling  insurance  dixir-to-door  in  Lo> 
Angeles.  He  eventually  started  his 
ow  n  agenc> ,  w  hich,  he  sa\s,  now  docs 
S 1 00  million  in  polio"  sales  a  year.  In 
1982  he  got  back  into  baseball  b\ 
taking  over  a  nascent  sports  agency 
from  friend  and  former  teammate 
Tt>ny  (\inigliaro,  w  ho  had  suft'ered  a 
brain  damaging  heart  attack. 

In  a  field  crowded  with  sharp  law- 
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ers,  Gilbert  found  his  low-key,  just- 
ballplayers  approach  worked  well 
1  salar\-  negotiations.  "I  can  relate  to 
player  and  I  also  know  enough 
bout  baseball  never  to  negotiate  an 
centive  clause  based  on  at- bats,"  he 
lys.  "You  want  a  clause  based  on 
late  appearances  to  reward  a  player 
A'ho  walks  or  hits  into  a  sacrifice, 
,\'hich  are  not  at- bats,  according  to 
aseball  statistics." 

Today  he  has  more  than  50  major 
cague  clients — including  Jose  Can- 
cco,  George  Brett  and  Bret  Saberha- 
:en — all  of  whom  get  more  than  mere 
ontract  advice.  Says  Gilbert,  "We'll 
i||do  an\thing  we  can  to  advance  a 
^layer's  career.  We've  done  every- 
hing  ft-om  ser\'e  as  marriage  counsel- 
or to  ps\'chiatrist  to  business  ad\iser." 
-John  H.  Ta^tor 

:|Thegaijinshiisa 

"The  best  competition  is  when  guys 
uon't  all  think  alike,"  says  James  Wo- 
mack.  "The  Japanese  are  luck\'. 
Honda  is  determined  to  do  things 
differendy  fi-om  Toyota,  even  if 
Toyota  is  right." 

Womack,  43,  was  coauthor  {with 
Daniel  Jones  and  Daniel  Roos)  of  The 
Machine  that  Chan£[ed  the  World,  the 
•1990  industr\'-shattering  book  that 
came  out  of  a  five-year  study  at  the 
Massachusetts  Institute  of  Technol- 
ogy. Its  theme:  American -st>'le  mass 
production,  with  its  costs  versus  qual- 
ity' tradeoflfs,  is  dead,  replaced  by 
Toyota's  "lean"  quality -first  philoso- 
phy. The  book  has  sold  154,000 
copies  in  the  U.S.  and  is  the  bestsell- 
ing  business  book  in  Germany,  where 
Japan's  challenge  is  finally  taken  seri- 
ously. Chr\'sler  President  Roben  Lutz 
tells  his  people  to  read  it  and  quizzes 
them  on  it  later. 

.•Vftcr  publication,  Womack  quit 
teaching  at  MIT.  "Terrible  experience, 
teaching,"  he  says.  "Nothing  I'd  like 
to  do  again.  I  could  do  a  son-of-car 
project,  ven,'  unappealing.  I  discov- 
ered I  was  a  synthesizer  \\  ho  liked  to 
run  team  projects.  But  MIT  has  no 
career  path  for  a  shusa.'"'  That's  Japa- 
nese for  team  leader. 

So  he  joined  a  consulting  firm,  the 
Transitions  Group,  in  Cambridge. 
"We  tn'  to  find  companies  that  really 
want  to  change.  T\pically,  they  arc 
scared  to  death  of  the  Japanese.  We 


Author  and  auto  expert  James  Womack 
Chrysler  execs  get  quizzed  on  his  book. 


get  them  to  face  unpleasant  realities, 
to  solve  their  owti  problems.  We 
don't  create  consultant  dependent'. 
We're  two  years  and  out." 

What  countn'  has  the  worst  auto 
plants.'  Probably  China,  says  Wo- 
mack. "Sleeping  on  the  assembly  line 
is  one  thing,  but  having  the  family 
there  cooking  rice  \Nith  their  laundr\' 
hanging  over  the  assembly  line  is  too 
much,"  Womack  recalls.  "The  last 
inspector  was  a  woman  with  a  paint 
bucket  and  a  brush.  If  she  saw  any 
defects,  she'd  just  slap  some  paint  on 
them."  -Jerry  Flint 

Gershwin  crazy 

Bro.\dway'S  more  fian  than  the  mail 
order  business,  says  Roger  Horchow, 
the  onetime  catalog  magnate  who 
produced  this  season's  hit  Crazy  For 
Tou.  "With. catalogs,  you  have  to  wait 
rvvo  weeks  to  find  out  how  the  audi- 


Roger  Horchow,  Broadway  producer 
Who  could  ask  for  anything  more? 


ence  likes  it.  In  the  theater  you  get 
instant  gratification  ever\'  night." 

The  show,  which  ties  together  18 
wonderful  songs  by  George  and  Ira 
Gershwin  with  a  let's-put-on-a-show 
plot,  grew  out  of  a  lifelong  obsession. 
Horchow  was  6  when  George  Gersh- 
win played  Cincinnati  and  ended  up 
in  the  Horchow  family  li\ing  room 
(his  mother  was  a  concert  pianist) 
after  the  concert.  Over  the  years  Hor- 
chow, now  63,  has  amassed  a  huge 
collection  of  Gershwin  recordings 
and  memorabilia,  paid  for  fi-om  the 
proceeds  of  the  high-end  mail  order 
catalog  he  launched  in  1972.  He  sold 
the  catalog  three  years  ago  to  Neiman 
Marcus  Group  for  SI  17  million. 

Encouraged  by  earlier  theater  ex- 
periences— a  515,000  bet  on  Les  Mi- 
serables  has  so  far  returned  over 
$100,000— Horchow  turned  down 
an  in\itation  to  reprise  Gershwin's 
Girl  Crazy  a  few  years  ago.  "The 
producer  only  wanted  to  do  an  eight- 
week  run,"  recalls  Horchow.  "I  said, 
why  don't  we  do  this  ourselves?" 

The  cost:  $7.5  million,  S5  million 
of  it  his  own  money.  "I  knew  I  might 
lose  it  all,"  he  says.  "But  I  still  live  in 
the  same  house  that  I  had  before  I 
sold  my  company.  I  still  drive  my 
1984  Chevrolet.  I  talked  to  my  wife 
and  my  daughters,  and  we  decided  we 
could  afford  to  lose  the  investment." 

Not  to  worr)'.  The  show  is  booked 
solid  through  August.  "The  only  bad 
thing  in  all  this  is  ha\ing  ftiends  call- 
ing to  get  tickets,"  says  Horchow. 
"We  only  ha\c  four  house  seats  and 
they  are  spoken  for  for  months." 

-Lisa  Glbernick  Hi 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  fiir  years  to  eomet 


yM[he  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  fmancing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  S30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303   1WA3 
Ft.  Garland,  CO  81 133. 


Oblain  Iho  Properly  Roporl  rp(niir(v1  by  I 
ludged  Ihe  merits  or  v.ilue  il  >iny.  ot  ihis  i 
stalemeni  has  been  tiled  willi  ihf  Sorrcl^i; , 
ot  tlie  sale  or  lease  or  otter  for  sale  or  lease  liy  rii 
upon  ttie  merits  ot  such  nftenno    A  ropy  r>l<hi 
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BY  ERIC  S.  HARDY 


lie  market  is  off  to  a  slow  start  in 
992.  To  date,  the  total  return  (in- 
(Jjding  reinvested  dividends)  on  the 
pirra  All- US  index  is  under  1%. 

One  sector  of  the  market  that  cer- 

,  inly  is  not  stagnant  is  the  forest 

products  group.  Barra's  forest  prod- 

icts  industry  factor  is  up  a  startling 

15%  since  the  start  of  the  year.  Re- 

lecting  their  depressed  earnings  and 

lie  fact  that  several  companies  lost 

iioney  last  year,  the  21   stocks  in 

liarra's  forest  industry  group  are  trad- 

iig  at  more  than  76  times  earnings, 

\  ersus  the  market's  29. 

Prudential  Securities'  Mark  Rogers 
hinks  there  is  ample  justification  for 
he  recent  performance  of  these 
stocks.  He  cites  the  dramatic  increase 
in  lumber  prices — related  both  to  de- 
mand from  a  slowly  stirring  construc- 
tion industry  and  to  conservation  pol- 
icies in  the  Pacific  Northwest — as  a 
good  reason  to  anticipate  big  earnings 
gains  in  this  industry. 


Special  focus 


After  beating  the  S&P  from  1976  to  1981, 
the  Sharpe/Barra  Medium  Capitalization 
index  (consisting  of  about  1,000  of  the 
largest  stocks  outside  the  S&P)  settled 
down  for  a  decade  of  mediocre  perfor- 
mance. But  last  year  these  midsize  stocks 
outperformed  the  S&P  500  by  12%.  The 
group  beats  the  S&P  by  4%  so  far  this  year.  If 
market  leadership  is  changing,  this  may  be 
the  start  of  a  new  rally  in  midsize  stocks. 


Performance 
stocks  net  of 


of  medium  capitalization 
the  S&P  500 
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The  overall  market 
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The  Barra  All-US  index  as  of  3/13/92: 

Market  value:  $3,916.0  billion 

P/E:29.4 

P/E  minus  negative  EPS:  17.9 

Price/book;  2. 4 

Yield:  2.7% 


Performance 

Last  4  weeks 
Since  12/31/91 


Price       Total  return 

-1.0%         -0  9% 
-0.2  0.3 
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Closeup  on  the  market 


Index  or  Investment 

Barra  All-US  Index 

Sharpe/Barra  Growth  index  ■ 

Sharpe/Barra  Value  Index  ^ 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE^ 

CRB  index'' 

Gold' 

Yen  5 

OiP 


%  change  from 

S-year  high 


15.3% 

-2.8% 

15.7 

-5.8 

14.1 

-1.0 

The  best  and  worst  performing  stocks' 


f 


Best 
Qual-Med 

Price 
20  3/, 

2-week 
change 

32% 

1992 
EPS' 

$1.50 

Worst 

Chambers  Development 

Price 

103/8 

2-week 
change 

-68% 

1992 
EPS- 

$1.06 

Oakwood  Homes 

24  1/2 

31 

1.27 

landmark  Graphics 

121/2 

-33 

1.26 

One  Price  Clothing  Stores 

16  3/, 

29 

0.87 

Birtcher  Medical  Sys 

121/2 

-32 

0.53 

JB  Hunt  Transport  Svcs 

25 

26 

1.65 

Transco  Energy 

12 

-31 

1.28 

Duty  Free  International 

52  1/2 

25 

1.32 

Spartan  Motors 

233/4 

-29 

1.34 

1    The  best  and  worst  performing  industry  factors"                               | 

Best 

Forest  products 

2-week 
change 

10.0% 

Since 
12/31/91 

45.5% 

Worst 
Photographic,  optical 

2-week 
change 

-9.6% 

-7.6 

^.4 

-4.6 

Since 
12/31/91 

-20.7% 

-10.7 

-19.5 

-3.0 

Motor  vehicles 

8.1 

31.3 
9.6 

Precious  metals 
Oilfield  service 

Real  estate 

6.4 

Hotels,  restaurants 

4.4 

17.3 

Pollution  control 
Aerospace 

Trucking 

4.2 

14.6 

-8.8 

on  U.S.  fiMrMs. 
■u^  Mcrage  eanungs 


Note:  Data  for  period  ending  3/19/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quota: 

ADRs,  REITs  and  closed-end  funds  are  excluded.   '  Total  return  of  a  portfolio  of  more  than  150  large-capital ization  stocks  that  ..oo    5 ,,^..^^.  ^^ jo  f,.^u,  0-0  ■  ^3  ^.-^^j . 

growth.  ^  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earmngs  ratios. '  A  dollar-defxxninated  capttaliz^ran-wetghted  index  of 
more  than  1.000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  *  Index  of  21  commodity  futures. '  Kntght-Ridder  Finartcial  Information. 
'  During  the  last  Urn  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. '  Shows  return  to  the  industry  factor  after  controlling  for  other  influences  including  company  sia,  value  arnJ 
growth  characteristics.  Multi-industry  firms  have  proportional  contributions  m  two  or  more  groups.  Principal  source  Barra.  Inc  .  Berkeley.  Calif 
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Foreign  vs.  U.S.  markets 


$160 


value  of  $100  investw  2/28/«9 

V^l'je  817.9    Pnc^book  1.9 
P/E      20.3   rield         2.6% 
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Developed  markets 

Total  return- 

Market 

3numths     12noatiu 

P/E 

Hong  Kong 

23% 

49% 

14 
15 

France 

14 

8 

Austria 

11 

-14 

30 

Belgium 

11 

1 

12 

Germany 

11 
-10 

2 

16 

Japan 

-18 

32 

Australia 

-2 

15 

17 

New  Zealand 

-2 

4 

12 

Denmark 

-2 

-i 

NM 

Canada 

1 

5 

42 

Emerging  markets' 


Total  retell' 
Bmoflths     12 


Region 


P/E 


Latin  America 

1  /  - 

- 

Asia 

1  n 

£.\J 

11  - 

Cwitnr                    ^IS^jJII^ 

Colombia 

151 

292 

27 

Brazil 

58 

163 

10 

Turkey 

U 

-33 

13 

Zimbabwe 

-29 

-58 

7 

Korea 

-10 

-1 

18 

Chile 

-4 

76 

2j 

I 


Has  Japan's  Nikkei  hit  bottom?  Perhaps  not.  Shuzo  Eziira, 
head  ot'Japanese  equit)'  sales  at  W.I.  Carr  ( America )  Ltd. ,  a 
stock  brokerage  firm  specializing  in  Asian  markets,  is 
pessimistic.  Ezura  cites  Japan's  government  scandals,  po- 
litical uncertainties  and  declining  corporate  earnings. 

Hong  Kong's  12-month  total  return  of  49%  (in  U.S. 
dollars)  is  the  best  of  any  developed  market.  Chris 
Thompson,  managing  director  of  W.I.  Carr,  points  to  the 
colony's  pi%otal  role  in  the  opening  up  of  trade  between 
southern  China  and  the  West.  With  Hong  Kong's  econo- 


Who's  hot 


my  expected  to  grow  at  7.5%  in  1992  and  with  its  large 
infrastructure  development,  Thompson  thinks  this  mar- 
ket— which  is  selling  at  1 1  times  estimated  1992  earn- ;  r 
ings — is  still  cheap. 

Colombia  is  the  best-performing  emerging  market  over 
the  last  three  months.  Hector  Chaves,  the  Bogou  Stock 
Exchange's  head  of  statistics,  credits  such  recent  govern- 
ment measures  as  permitting  the  creation  of  domestic 
institutional  pension  funds  and  allowing  foreigners  to  oun  " 
mutual  fluids  containing  Colombian  stocks. 


Who's  not 


3-month 

Company/Country 

Business 

Price 

price 
change 

P/E 

Hacn  (flttCanada 

auto  parts 

23 

42% 

46 

SteetleyAJK 

misc  materials 

6H 

40 

19 

Malayan  Banking/Malaysia 

banking 

3 

37 

24 

New  World  Oevel/Hong  Kong 

real  estate 

2 

34 

18 

Club  Mediterranee  --a   :e 

leisure,  tourism 

% 

33 

30 

Company/Country 

Business 

Price 

3-noiidi 
price 

chif 

P/E 

Lonrtio/UK 

congiomerate 

banking 

2 

-47% 

8 
55 
67 
25 

Tokai  Bank'Japan 

9-A 

-32 
-32 
-28 
-27 

Bow  Valley  Inds/Canada 
Toyoda  Automatic  Looin'Japan 
Alberta  Energy  Canada 

energy 

machinery 

energy 

12H 
9 

Cheap  foreign  stocks 


Cwnpawy/Country 

Business 

Price 

Earnings 

P/E 

Banco  Bilbao  VizcayaSpain 

banking 

28  Vi 

$4.41 

6  i 

Alcatel  Alsthom  France 

electronics 

1093/i 

101 '/i 

16'/* 

147V4 

874 

.7.37 

0.84 

6.78 

13     " 
i 

14 
19 
22 

Unilever  NV  Netherlands 
SmithKline  Beecham/UK 
CofltiMfltaL  Germany 

food,  home  prods 
personal  care 
tires 

High-yielding  foreign  stocks 


Company/Country 

TM 

P/E 

TUAJK 

industrial  prods         2 

12.8% 

\iS 

Volmac  Software  Netherlands 

computer  software    15H 

8.3 

12 

BASF  Germany 

chemicals             153- 

&1 

10 

Esso  France 

energy                  1234 

7.6 

16 

Elwtratel/ Belgium 

utility                   147 

7.5 

10    , 

Note:  Data  for  period  ending  2/28/92  Selected  stocks  have  a  market  capitalization  of  at  least  S300  million.  iSlwws  pnce  fetum  on  the  EAFE  mdei  of  Empean.  Aaolnlian.  New 
Zealand  and  Far  Eastern  stocks  converted  mto  U.S.  ddlarv  ^Performance  numbers  reflect  both  tocai  price  change  and  currency  fHctuation.  Dividends  are  mwwsted  altar 
subtracting  foreign  withhokling  tax  'For  perod  ending  1/31/92.  NA:  Not  available.  NM.  Not  maanmgful.  Principal  source:  Morgan  Stanley  Capital  InlenMtiOMi  Perspective 

Emefgiri^  maHiets  data  pn)vided  by  intefat-o^*'  P'-snc* 
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Royce's  turn? 


^rMjnrBctli  Gnvf^cr 
Ghustiaas  BOB^ot  ID  oomc  bsi  icar 


rj2  Mmnl  fimd  nuiupi  Qurics 
= opcc  Then  he  adds,  "'Wd  get  oan 
IX  spoDg.*"  Indeed  he  nanr. 
J    Not  dut  Kovcc  has  done  badhr  in 
jdgljuicji-BmnwpfcaniaMnDMlmas 
''  T  3t2%,  l»f-*"»g,  the  tmi  jB  iimfcr  i 
jt  nun^cD  Hkcloln  Hated  dkl 
mJSMT  bctDcr.  HjnwcTs  jggpcanc^  mo- 
■laennnn-cneiiBDd  Hjnvd  Emag- 
Ing;  Growth  I^md  4  fiiiilw  d  up  to  72% 
I  in  1991. 


If  value  BKesoDg  nuixs  a  cnme- 
back  das  vcar,  as  a  number  of  smat 
moocr  miniprrs  bcieic^  dien 
Rmce^s  PeuuwKjnia  Munul  Food 
and  doscd-cnd  Roicc  Vainc  Tmst  ate 
Ekciv' to  oatperfbnn  Hamnd  Emeiig- 
■ig  Growth  and  smflar  gpoKth  stock 
fands  The  wpcagc  pacc/cMoagt 
nuiiii|iir  of  die  stocks  in  Hatwd 
Emergp^  Growth^  |w.Miiijto  is  a 
iiMp  77iinii  I II  Jiifi,!  Mium,!  Ctm 
tost  ducmidi  Bcnnnplvania  Mnmal, 
midia20awciagcHUiiii|ilr  Ahead^in 


1992  Peumfhauia  Momal  has 
dmbcd  7^  «Uc  Hatvcfl  EmaiB- 
n^  Grawdi  is  duwn  1.3%. 

Ycaes  aiga  Hanwd,  now  74^  and 
Ropoc,  52,  fhwfd  die  same  hf^i- 
Aping  sBocks.  They  bodi  made  a  iBint 
in  S^notex,  miuch  pioocered  die  dc^^d- 
cynifiM.  of  the  binh  comiol  pfl. 

Thcn  canK  the  bear  iiijitfi  at 
1973-74.  RflNRCC^s  INoMnyhauta  Mn- 
tnal  puiiiuio  hat  half  is  idhie,  and 
IUkcc  got  uuumwjuie.  ''One  of  the 
vanps  to  cumpound  money  twoodei- 
fidiy  is  fust  by  not  ioong  it,*"  si^s 
Ko^cc,  whose  Peumytwania  Mnmal 
ins  camod  a  C  ladDg  from  Foc^es  in 
up  mafccts  and  a  B  niing  in  down 
madocts. 

Ilaiiwcl^  mcanwfcAc,  stuck  to  fais 

old  ^gpcssKC  giuwih  ways  and  has 

igS  to  pro^  it:  A-phis  from 

n  lip  HUitrtv  and  a  Us  ht  F 

-ikciSu 

diose  mii^  and  it 

""-xdli  these  innB  np 

\v  done  wd  b^ 


^'"in  I^tuusfl- 
HAiiwiM*s 


value  funds 


1€\ 


31  6"* 
335 

;  9 


2D 
35 
I§ 
19 
IS 


Tume 


125 


Tumc 

3S5'i 


rcbnm  ■ 
The  past  fiiv  yean,  hovc^^cr,  td  a 
stay.  Haitwd  - 
Ttnm  of  16 
R0TCc\  10.4V 

Cooid  it  be  Rov 
ahead  agvn?  It  ooiuu 

Royoc  hews  to  the  value  path 
blazed  by  Bet^amm  Gnham.  He  boys 


Hrroi  ctw  SA:P 


•cna  B  0*  Hk  31  *  2  V  xstape  vr  jtwu  wffi  iES  ttw  one  «gr 


Accxsdk^  ID 
Inc.,  die  avoage  piice/book  and 
debt/toisd  ca|Maization  lados  of  die 
axnpanies  in  ltoyoe'*s  puitluim  afc 
2.1  and  17.8%,  sboot  half  the  conc- 
spooda^  lanos  fcr  the  mariact  as  a 
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whole  (as  measured  by  the  S&P  500). 

Royce  likes  to  buy  good  companies 
whose  earnings  growth  has  faltered 
and  whose  stocks  have  been  hit  as  the 
growth  crowd  flees  on  bad  news.  He 
looks  for  companies  that  he  thinks  can 
sustain  earnings  growth  of  10%  to 
1 5%  over  several  years. 

Right  now  Royce  is  buying  three  oil 
and  gas  related  stocks.  One  is  oil  and 
gas  dealer  Helmerich  &  Payne, 
which,  at  a  recent  21,  trades  at  about 
book  value  and  at  24  times  199 1's 
depressed  earnings  of  88  cents  a  share. 
Royce  expects  the  company  to  earn 
$3  per  share  by  1995. 

Another  play  is  Offshore  Logistics, 
a  helicopter  operator  ser\ing  the  oil 
and  gas  business.  It  recently  traded  at 
7V2  and  its  book  value  is  $6  per  share; 
cash  alone  is  $2  a  share. 

Then  there's  Vallen  Corp.,  a  dis- 
tributor of  industrial  safety  equip- 
ment, including  fire  extinguishers, 
goggles  and  face  masks  used  in  the  oil 
and  gas  industries.  Vallen's  earnings 
were  flat  last  year,  after  previously 
growing  at  a  20%-per-year  clip.  Royce 
recently  picked  up  the  stock  at  around 
$2 1  per  share  and  expects  earnings  to 
grow  by  15%  in  1993. 

Another  equipment  maker  Royce 
likes  is  Manitowoc,  a  manufacturer  of 
heavy-lift  cranes  and  ice  machines. 
The  company  has  cut  costs,  and  its 
order  backlog  for  cranes  is  climbing. 
Royce  is  buying  the  stock  at  $21  per 
share  and  expects  it  to  earn  up  to  $4  a 
share  by  1995. 

Royce  says  he  gets  many  of  his  stock 
ideas  from  personal  observation.  He 
bought  into  clothing  maker  State- O- 
Maine  (FORBHS,  Nov.  25, 1991)  at  $10 
after  purchasing  one  of  its  Nautica 
windbreakcrs.  Recent  price,  24. 

When  he  noticed  the  proliferation 
of  ads  for  home  equit\'  loans,  Royce 
bought  some  companies  selling  a  nec- 
essary' ingredient,  title  insurance:  Al- 
legheny Corp.,  Old  Republic,  Fidelity 
National  Financial  and  Lawyers  Title. 
Gain  on  his  group  of  title  insurance 
companies:  40%. 

If  you  want  to  bet  on  small -capital- 
ization stocks,  a  small-cap  value  fund, 
such  as  Pennsylvania  Mutual  or  the 
ones  featured  in  the  table,  is  a  safer 
place  to  put  your  money  than  Hartwell 
Emerging  Growth  and  other  fiiiuls 
whose  big  gains  last  year  are  unlikely  to 
be  repeated  in  the  year  ahead.         IB 


A  little-known  fact  about  variable  annuities  is  that 
their  performance  is  second-rate.  The  problem 
is  the  dead  weight  of  high  fees. 

How  well  did 
your  annuity  do^ 


By  Eric  S.  Hardy 

Ever  since  the  1986  tax 
law  reduced  the  tax  benefits 
of  Individual  Retirement 
Accounts,  investors  have 
piled  into  variable  annuities 
for  tax-deferred  investing. 
Taxes  on  earnings  from  a 
variable  annuit\'  are  de- 
ferred until  the  holder  cash- 
es in  the  investment  or 
turns  age  59V'2,  whichever 
comes  sooner. 

Last  year  variable  annuit\^  sales 
leaped  64%,  to  $10.7  billion.  Some 
stockbrokers  are  selling  more  of  these 
things  than  they  sell  mutual  funds. 
Mutual  fLind  sponsors  such  as  Van- 
guard, Fidelity  and  Scudder,  Stevens 
&  Clark  are  getting  in  on  the  act,  too, 
by  teaming  up  with  insurance  compa- 
nies to  package  new  annuit)'  products. 

Are  investors  maybe  just  a  little  too 
eager  to  buy  annuities?  It  sure  looks 
that  way. 

This  magazine  has  always  been 
more  skeptical  than  most  about  tax- 
deferred  annuities  (FoRBHS,  Sept.  2, 
1991).  Our  objections  have  been  on 
the  grounds  that  annuities  come  with 
steep  annual  fees,  which  are  likely  to 
cut  deeply  into  performance  over  the 
long  pull. 

We  can  now  back  up  those  objec- 
tions with  hard  data  covering  a  mean- 
ingfiilly  long  measurement  period, 
courtesy  of  Morningstar,  the  Chicago 
fund-iating  firm.  Annuit)'  perfor- 
mance is  indeed  weak. 

The  table  opposite  tells  the  stor\'. 
This  is  a  ranking  of  five  year  results  for 
the  20  largest  equity-  annuities,  ranked 
by  assets  five  years  ago.  Average  per- 
formance of  these  big  pools:  a  com- 
pound   annual    9.4%,    considerably 


worse  than  the  1 1 .2%  you 
could  have  had  investing  in 
an  index  fund.  Tax  deferral, 
it  seems,  comes  at  a  price. 

That  9.4%  annual  return, 
m  ^reover,  doesn't  even  in- 
corporate sales  loads.  These 
loads  usually  come  in  the 
form  of  back-end  surrender 
charges  that  start  as  high  as 
7%  and  usually  fall  to  zero 
within  seven  years.  On  top 
of  this,  people  who  cash  out  before 
age  59y2  pay  a  10%  federal  tax  penalty- 
on  profits. 

Don't  expect  your  stockbroker  to 
tell  you  about  the  disappointing  real- 
world  results  of  the  average  annuit\'. 
No  disclosure  law  compels  him  to.  If 
he's  tning  to  sell  you  one  of  the 
annuities  that  happen  to  have  an  ex- 
cellent record,  such  as  Equitablc's 
Aggressive  Stock  portfolio,  you'll  be 
told  about  its  record.  But  you  won't 
be  told  about  how  flukish  that  record 
is.  Note  that  only  3  of  the  20  variable 
annuities  in  the  table  beat  the  Win- 
guard  index  fund. 

Flven  averages  can  be  deceptive  to 
look  at.  Suppose  you  tried  to  get  a  fix 
on  how  well  the  a\erage  annuit>'  did 
by  looking  at  the  largest  portfolios  as 
of  the  end  of  the  perfomiance  pcricxi, 
rather  than  the  Ixginning.  That  list 
w  ould  be  verN'  different  from  the  one 
shown,  and  the  numbers  would  Icxik  a 
lot  better:  an  average  compi>und  an- 
nual return  of  10.6%. 

But  this  average  has  an  upw  ard  bias. 
It's  the  best  performers  thvit  are  most 
likely  to  make  their  w-ay  onto  the 
sect)nd  list,  lx>th  because  the  (X'rfor 
mance  btx>sts  the  portfolio  and  be 
cause  winners  tend  to  attract  new 
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The  costs  outweigh  the  benefits 

Fund/sponsor 

City,  state 

1991 
assets 
($mil) 

Performance* 

1  year                5  years 
annualized 

Annual 

per 
insurance 

expenses 

$100 
other 

Equitable  Equi-Vest  Aggressive  Stock/Equitable 
Security  Benefit  Variflex  Income-Growth/Security  Benefit 
Anchor  National  Pathway  II  Growth/Anchor  National 
Equitable  Equi-Vest  Common  Stock/Equitable 
Hancock  Accommodator  Stock/John  Hancock 

New  York,  NY 
Topeka,  KS 
Los  Angeles,  CA 
New  York,  NY 
Springfield,  MA 

$508 
300 
541 
991 
174 

49.7% 

24.9 

18.5 

17.6 

11.3 

18.0% 

11.8 

11.3 

10.8 

10.7 

$1.34 
1.20 
1.30 
1.49 
1.00 

$0.51 
0.86 
0.62 
0.40 
0.30 

Aetna  VA  Account  C  Variable/Aetna 
I    MFS/Sun  Compass  2  Capital/Sun  Life  of  Canada  (US) 
Anchor  National  ICAP  II  Growth/Anchor  National 
Prudential  VIP-86  Common  Stock/Prudential 
Security  Benefit  Variflex  Growth/Security  Benefit 

Hartford,  CT 
Boston,  MA 
Los  Angeles,  CA 
Newark,  NJ 
Topeka,  KS 

2,035 

383 

212 

70 

157 

13.2 
21.6 
23.5 
15.8 
20.3 

10.5 

10.3 

10.2 

9.5 

9.3 

1.25 
1.30 
1.40 
1.20 
1.20 

0.30 
NA 
0.90 
0.52 
0.87 

Lincoln  National  Multi-Fund  Growth/Lincoln  National 
Anchor  National  Pathway  II  Growth-Income/Anchor  National 
First  Capital  VIP  Equity  Fund/First  Capital 
New  York  Life  Facilitator  Common  Stock/New  York  Life 
Lincoln  National  Multi-Fund  Special  Opp/Lincoln  National 

Fort  Wayne,  IN 
Los  Angeles,  CA 
San  Diego,  CA 
New  York,  NY 
FortWayne,  IN 

590 
650 
107 
91 
133 

11.0 
14.2 
21.8 
22.9 
20.1 

9.2 
8.6 
8.5 
8.4 
8.3 

1.00 
1.30 
1.22 
1.75 
1.00 

0.77 
0.59 
0.91 
0.27 
0.77 

Mutual  of  America  Separate  Acct  2  Stock/Mutual  of  America 
Best  of  America  IV/Nationwide  Common  Stock/Nationwide 
Travelers  Universal  Annuity  Growth/Travelers 
;  MFS/Sun  Compass  1  Mass  Capital/Sun  Life  of  Canada  (US) 
VALIC  Separate  Acct  A  Mid  Cap  IndexA/ariable  Annuity  Life 

New  York,  NY 
Columbus,  OH 
Hartford,  CT 
Boston,  MA 
Houston,  TX 

41 
92 
333 
32 
91 

12.0 
23.7 
11.0 
8.6 
11.7 

8.1 
7.7 
7.2 
6.1 
4.0 

1.00 
1.30 
1.25 
1.30 
1.00 

0.50 
0.53 
0.32 
NA 
0.67 

Vanguard  lndex-500  PortfolioA/anguard  Group 

Valley  Forge,  PA 

3,044 

15.7 

11.2 

none 

0.19 

*Total  return  through  Februa-^  1992.    NA:  Not  available. 
Source:  Morningstar. 

4n  1986  these  were  the  largest  variable  stock  annuities,  based  on  asset  size.  Even  factoring  in  the  tax-deferral 
feature,  the  long-term  performance  of  these  annuities  does  not  justify  their  popularity. 


customers.  A  kind  of  self-fulfilling 
prophecy  sets  in. 

The  prospectus  always  says,  "Past 
performance  is  no  guarantee  of  future 
results."  Take  this  to  heart.  Past  per- 
formance is  scarcely  even  an  indicator 
of  future  results.  Put  little  stock  in  it, 
unless  the  record  stretches  back  over 
several  market  cycles  and  was  com- 
piled by  a  fiind  manager  who  is  still 
around.  Unfortunately,  that  rules  out 
much  of  the  variable  annuity  industry, 
which  took  off  only  after  the  1986 
tax  act. 

Still  interested  in  tax-deferred  an- 
nuities." If  so,  pay  a  lot  of  attention  to 
fees  and  expenses.  Annual  expense 
deductions  go  a  long  way  toward 
explaining  why  the  typical  large  annu- 
ity underperformed  Vanguard's  index 
fiind  by  almost  two  points  a  year,  as 
shown  in  our  table. 

Most  of  the  annual  fee  takes  the 
form  of  an  insurance  premium,  a  so- 


called  mortality  charge.  Remember 
that  these  products  come  wrapped  in 
a  thin  veneer  of  insurance,  in  order  to 
maintain  their  favored  tax  status. 
With  these  annuities,  the  life  insur- 
ance guarantees  that  if  you  die  before 
cashing  in  the  annuity,  your  heirs  will 
get  the  higher  of  the  annuity's  current 
value  or  the  amount  you  originally 
invested. 

If  you  happen  to  be  very  sick  and 
planning  to  invest  in  a  very  volatile 
portfolio,  this  guarantee  is  worth 
something  to  you.  Otherwise  it's  not 
worth  much. 

The  two  annuities  from  Sun  Life 
(Canada)  on  this  list  charge  a  stiff 
1.3%  of  assets  annually  as  a  mortality' 
charge.  For  $13,000  a  year — the  fee 
on  a  $1  million  investment — you  can 
buy  a  lot  of  life  insurance  and  buy  a 
fiind  that  does  not  levy  an  insurance 
premium. 

Massachusetts   Financial   Services, 


the  Sun  Life  subsidiary'  that  manages 
those  annuities,  will  not  disclose  the 
underwriting  results  of  its  mortality 
charges.  "We  consider  that  propri- 
etary information,"  says  Massachu- 
setts Financial  Services  spokesman 
John  Reilly. 

And  remember  this:  The  earnings 
on  the  investment  are  not  tax-ex- 
empt, just  tax-deferred.  Your  broker 
may  forget  to  figure  in  the  taxes  due  at 
withdrawal  when  illustrating  the  tax 
advantages. 

Annuities  can  be  a  wise  investment, 
but  the  conditions  have  to  be  just 
right.  You  have  to  keep  your  expenses 
low,  and  you  have  to  be  prett)'  sure 
you  can  hang  in  long  enough  for  the 
tax  deferral  to  amount  to  some- 
thing— usually  about  ten  years.  And 
you  have  to  be  certain  you  won't  need 
the  money  before  \'ou  reach  the  age  of 
59V^.  Fees  are  bad  enough;  tax  penal- 
ties are  dreadful.  ^ 
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'OPPORTUNITY  TO  GIVE  YOUR 
MILY  SOIMETHING  PRICELESS 


A, 


i\\  of  US  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun^  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Price  subject  to  change  without  notice 


Forbes  Lake  of  the  O^rks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name. 


Address 


Ciry/State/2Lip . 


Telephone ^^ 

or  phone  81 6/438-2801         1 0Z4 

Obtdin  Ihe  Property  Report  toquitod  by  Federni  ;  .inythmg  N  ,-ncyhas|i  -  il  any,  ol  this  property  Equil  Dwlil  and  Housino 

Opportunity  A  statement  and  ottering  statement  I  J  jiVofState.      ,:  Now  YbfK  1:  ,  : ,.;,^,    .;: . .itute  approval  ollh*  saw  «>■•*•  or  oJter  lor  SBle  or 

lease  by  tlie  Secretary  of  State  or  that  the  Secretary  o(  Stale  t^as  in  any  way  passed  upon  ttw  iiienis  oi  such  onering  A  copy  ol  K>e  onerir>g  slatemsntis  available,  upon  request,  from  Sangre  ' 
Cristo  Ranches    NYA88  178 
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or  the  cautious,  intermediate  Treasurys  look  very 
ittractive  these  days.  For  speculation  or  to  lock  in 
a:urrent  yields,  Treasury  STRIPs  look  good. 


iddle  of 
eroad 
trategy 


BY  BEN  WEBERMAN 


3en  Weberman  is  a  columnist 
for  Forbes  magazine. 


With  savings  accounts  and  other 
money  instruments  paying  4%  or  so, 
intermediate -term  debt  is  best  suited 
for  nervous  investors  in  today's  eco- 
nomic and  financial  environment. 

The  quandary  for  investors  is  that 
the  markets  are  behaving  as  if  we're 
going  to  get  a  strong  economic  recov- 
ery— and  a  substantial  pickup  in  infla- 
tion. Since  Januar\',  for  instance, 
yields  on  three-month  bills  have 
climbed  to  4.1%  from  3.8%;  the  30- 
year  Treasur\'  bond  rates  ha\e  moved 
to  8.05%  from  7.43%. 

But  my  own  \'iew  is  that  interest 
rates  aren't  going  to  move  up  all  that 
much  more.  For  one  thing,  the  heavy 
private-sector  borrowing  of  the 
Eighties,  which  contributed  to  the 
rise  of  interest  rates,  has  been  re- 
versed. Nor  does  the  economy  need 
high  real  interest  rates  to  attract  for- 
eign capital,  as  we  did  in  the  decade 
past  (Forbes,  Mar.  30). 

With  the  aid  of  a  rousing  stock 
market,  corporations  that  need  cash 
can  raise  tiinds  at  reasonable  cost 
through    the    sale    of  equitv'.    That 


should  keep  interest  rates  damp- 
ened— at  least  for  now. 

Listen  to  William  Brachfeld,  senior 
executive  vice  president,  Daiwa  Secu- 
rities America.  He  figures  today's  20- 
year  to  30-year  bond  yields  of  about 
8%  are  on  the  high  side  of  the  range  of 
rates  of  return  to  be  seen  over  the  next 
decade  or  so.  If  the  Fed  perseveres 
with  an  anti-inflation  bias,  Brachfeld 
predicts,  long-term  bond  yields  will 
move  lower  than  todav's  levels,  possi- 
bly to  7.4%. 

If  you  buy  that  argument — and  I 
do — you  could  purchase  30-year 
Treasury  bonds  and  thus  get  not  only 
a  good  yield  but  an  excellent  shot  at 
substantial  capital  gains.  The  30-year 
bonds  are  quite  attracti\'e  today,  with 
the  differential  between  2 -year  and 
30-year  Treasury  bonds  at  roughly 
220  basis  points  (2.2%);  that  is,  you 
can  improve  your  yield  by  nearly  one- 
third  simply  by  moving  fiirther  out  on 
the  yield  curve. 

Over  the  years  a  much  more  topical 
differential  has  been  around  125  basis 
points.  In  fact,  we  saw  such  a  spread  as 
recently  as  a  year  ago. 

Daiwa's  Brachfeld  recommends  is- 
sues in  the  10-year  range.  A  30-ycar 
bond  carries  8.05%  interest,  but  you 
can  get  7.65% — almost  as  much — 
with  a  10-year  issue.  That's  a  moder- 
ate give  up  of  yield,  with  enough 
shortening  of  maturity'  to  pro\  idc  a 
hedge  against  a  sudden  spike  in  inter- 
est rates.  Call  it  inflation  insurance. 

Look  for  bonds  that  are  priced 
close  to  face  value  and  have  little 
prospect  for.early  redemption.  Filling 
those  requirements  are  the  8s  of  May 


2001  or  the  7%s  of  August  2001. 
With  nine  years  before  redemption, 
these  issues  trade  slightly  above  100 
and  yield  7.67%  to  maturin,'. 

Being  a  cautious  person,  I  like 
Brachfeld's  strategy.  No  one  can  be 
100%  sure  that  inflation  is  dead.  If  it 
comes  to  life  and  interest  rates  go  up, 
the  chance  of  capital  loss  is  much 
higher  in  30-year  bonds  than  in  10- 
year  or  less.  So  I'd  give  up  those  extra 
40  basis  points  in  the  interest  of  sleep- 
ing better. 

However,  if  it's  speculation  you 
want — or  if  you  just  want  to  lock  in 
current  rates — consider  Treasun,'  zero 
coupon  bonds,  known  as  strips. 
These  provide  extra  yield  over  like- 
maturin,'  fiill-coupon  issues. 

Consider  the  November  2009 
bond  principal  callable  strip.  At  a 
recent  price  of  just  over  23,  it  \ields 
8.5%  when  held  to  the  first  call  in 
2009.  Here  the  \ield  is  45  basis  points 
higher  than  the  yield  on  the  fiill  inter- 
est-principal security. 

With  STRIPS,  as  with  all  taxable  ze- 
ros, accretion  of  the  discount  price  to 
par  value  at  maturity-  is  subject  to 
annual  federal  (but  not  state  or  local) 
income  taxes,  even  though  no  cash 
interest  is  received.  For  that  reason 
taxable  zeros,  including  Treasury 
STRIPS,  are  especially  suitable  for  tax- 
deferred  portfolios  such  as  Individual 
Retirement  Accounts. 

St)  there  are  various  strategies  for 
betting  on  a  fijrther  decline  of  interest 
rates.  Being  a  conservative  fellow,  I 
prefer  the  middle-of-the-road  ap- 
proach through  intermediate  Trea- 
surv  bonds.  ^M 
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The  big  stock  mutual  funds  have  accumulated 
too  many  big  growth  stocks.  Trouble  ahead. 

Ovempe 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


If  you  own  mutual  funds  tJiat  invest 
in  common  stocks  you  should  seri- 
ously consider  getting  out.  Does  that 
sound  strange  coming  from  a  colum- 
nist who  has  been  pound- the -table 
bullish  for  1 7  months  and  remains  so? 

Let  me  explain  what  seems  like  an 
apparent  contradiction. 

Hardly  anyone  has  noticed  that 
mutual  fimds'  portfolios  are  now 
filled  with  the  market's  priciest  stocks. 
It  has  been  a  slow  drift  over  time  from 
fiinds  being  marketlike  to  the  present 
condition,  where,  on  average,  mutual 
funds'  stocks  trade  at  much  higher 
multiples  of  sales  and  earnings  than 
the  market  as  a  whole. 

Last  summer  I  predicted  that  the 
high-valuation  growth-stock  fad,  the 
dominant  market  theme  since  1986, 
would  end  soon.  I  was  early,  but  not 
wrong:  Since  December  most  classic 
big-cap  growth  names  are  down  while 
the  market  is  up;  stocks  like  Gerber, 
Merck  and  Wal-Mart  are  currently 
lagging  and  actually  sagging.  They 
haven't  finished  sagging. 

But  in  the  prior  six  years,  this  type 
of  stock  as  a  group  w  as  the  hottest- 
performing  part  of  the  market  and 
simply  got  out  of  line  with  stocks  as  a 
whole.  By  the  end  of  1991  it  account 
ed  for  a  much  higher  percentage  of 
the  total  dollar  value  of  the  U.S.  stock 
market  than  normal.  It  is  most  impor- 
tant that  you  avoid  this  group  of 
stocks  in  the  next  few  years.  They  are 


overvalued  and  overbought;  the  value 
stocks  are  underbought. 

What  do  I  mean  by  "growth" 
stocks?  In  this  instance  I  mean  stocks 
that  sell  for  more  than  the  median 
price-to-book-value  ratio  for  large 
stocks  as  a  whole.  That  midpoint  ratio 
is  currentiy  2.7.  So  let's  say  stocks 
selling  above  this  ratio  are  growth 
stocks  and  those  selling  below  the 
ratio  are  value  stocks.  Those  above  the 
median  are  ones  where  investors  ex- 
pect above -average  future  growth  to 
justify  the  above-average  valuations. 
The  ones  below  the  median  are  stocks 
folks  think  of  as  too  cheap  compared 
with  the  market — hence,  value  stocks. 

Now  let's  take  America's  500  larg- 
est stocks  (which,  contrarv'  to  many 
investors'  perceptions,  are  not  the 
same  as  the  S&P  500).  Take  the  com- 
bined market  value  of  the  250  stocks 
above  the  median  price-to-book  for 
each  year  of  the  past  20  years.  You  find 
that  in  total  they  averaged  45%  of  the 
dollar  value  of  the  entire  U.S.  stock 
market  (the  whole  market  includes 
small  stocks,  too). 

This  figure  has  ranged  from  a  low  of 
36%  of  the  total  market  value  in  1984, 
to  a  high  that  plateaued  in  the  50%- 
to-55%  area  in  the  early  and  mid- 
1970s.  Note  the  significance  of  the 
swings  in  this  ratio:  After  the  mid- 
1970s,  when  the  ratio  was  ver\'  high, 
growth  did  poorly  for  many  years.  It 
was  overbought  and  had  nowhere  to 
go  but  sideways  and  down.  In  1984, 
when  the  ratio  was  low,  grow  th  stocks 
were  underbought  and  on  the  verge 
of  a  might)'  and  long- lasting  rise. 

The  ratio  is  now  at  50%,  after  a 
December  peak  of  53%.  This  says  to 
me  that  the  big  growth  stocks  are 
materially  overbought,  have  peaked 
and  have  much  fiarthcr  to  fall — per- 
haps to  where  they  again  total  less 
than  40%  of  the  market. 

By  contrast,  the  250  large  value 
stt)cks  that  in  aggregate  make  up  the 
bottom  half  of  the  price -tt)  book 
ranking  nt)w  account  for  cMily  32%  of 


the   overall   market's   capitalization.! 
That  puts  them  ven,'  close  to 
bottom  of  their  20-year  range  of  309 1 
to  41%.  Which  is  why  I  am  novj 
extremely    leerv'    of  equit)-    mutua 
fijnds.  If  the  big-cap  growth  sector  o« 
the  market  has  peaked — as  my  calcu 
lations  indicate — so  have  most  mutu , 
al  funds,  because  the  fiinds  are  over 
whelmingly  overweighted  in  big-cap  | 
growth  issues. 

Data  from  Chicago's  Momin^stai 
show  that  fiinds  have  piled  headfirst^ 
into  big  growth  stocks.  Of  the  98  pure 
no-load  big-cap  equity-  fijnds,  fially  79 
have  average  price-to-book  ratios!] 
above  the  overall  market's  average. 
That  is  80%  of  the  mutual  funds  and| 
85%  of  the  dollars  in  the  funds. 

Few  people  have  noticed  that,  but  it  I 
really  shouldn't  be  a  surprise.  Retail 
investors  bought  the  hot  funds  that 
owned  the  Lot  stocks;  the  incoming] 
money  was  rec\'cled  into  more 
growth  stocks.  At  the  same  time,  oth- 
er and  lesser- performing  fiands  piled 
into  growth  stocks,  tning  to  chase 
their  hot  performance. 

Just  when  big-cap  growth  stocks 
got  too  overbought,  the  mutual  fiands 
pigged  out  on  them.  Whereas  mutual 
fiinds  currentiy  own  about  10%  of  the 
U.S.  stock  market,  they  own  about 
20%  of  the  big-cap  growth  stocks — 
100%  over\\eighted  now  in  the  w  rong 
sector  at  the  wrong  time.  When  these 
fiinds  start  to  sell,  it'll  be  too  late 
to  get  out.  Take  heed. 

My  advice  is:  Get  rid  of  any  fijnd 
whose  average  stock  has  a  market 
capitalization  above  S2  billion  and  a 
price-to-book  ratio  averaging  above 
2.7.  Morfiifijjstar  shows  these  num- 
bers. Get  it  at  your  libran*-.  .And  if  they 
don't  ha\c  it,  get  them  to  get  it. 

Thus,  I  would  avoid  Twentieth 
Centur\'  Growth  Investors.  The 
stocks  in  its  portfolio  sell  at  an  average 
8.7  rimes  book  and  at  24  rimes  earn- 
ings, and  have  an  average  market  cap 
of  S8  billion.  Jmus  Hund — its  portfo- 
lio is  at  7.4  times  book  and  24  rimes 
earnings — is  another  one  to  avoid. 

A  ver\-  few  big-cap  sttxrk  fijnds 
aren't  overloaded  in  big-cap  growth. 
They  include  sn  Institutional  .Man- 
aged Trust  N'alue,  Windsor  II,  \'an- 
guard  Hquir\  Income,  Dtxigc  &  Cox 
Stock,  and  Gabclli  N'alue.  If  you  want 
to  ow  n  the  big  caps  through  a  mutual 
ttind,  these  are  the  places  to  bxr.     ^ 
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[f  you  have  the  stomach  for  short-selling,  where  do  you 
irn  for  ideas?  Here  are  some  advisers  with  good 
'ecords  on  the  short  side  and  what  they  are  shorting. 


erpHced 


itocks 


BY  MARK  HUIBERT 


U.I1I 


Vark  Hulbert  IS  editor  of  tfie -- ^       - '-.   /=- 
oased  Hulbert  Fmanc      '  - 1 

txxik  IS  The  Hulbert  L-_  _c  ..  -    _  .  _ 
Newsletters  (New  York  Institute  of  Finance). 


With  the  \l\rket  at  record  levels 
after  having  more  than  trebled  in  a 
decade,  are  you  one  of  those  people 
who  think  stocks  are  overpriced?  If  so, 
do  you  ha\e  the  stomach  for  actually 
selling  short? 

If  the  answer  to  both  questions  is 
yes,  a  third  question  arises:  Where  do 
you  look  for  short-sale  ideas?  Here's 
where  investment  advisory-  letters  can 
be  especially  usehil.  Their  authors 
have  no  inhibitions  against  selling 
short — the  same  cannot  be  said  for 
much  of  the  rest  of  Wall  Street.  But 
an  even  better  reason  to  look  to 
the  investment  letters  is  that  shorting 
is  one  of  those  things  that  some  of 
them  do  particularly  well. 

I  say  "some."  Individual  results 
varv  all  over  the  lot  among  the  letters 
that  regularly  ofter  short  sales.  In- 
deed, some  of  the  shorting  letters 
have  stumbled  badly.  One  striking 
example  is  Overpriced  Stock  Service; 
its  model  portfolio  of  short  sales  lost 
90.2%,  nearly  evervthing,  in  1 99 1. 
And  during  the  first  two  months  of 
this  year,  its  portfolio  shed  another 
50%  of  its  value. 

In  general,  I  have  found  that  those 


advisers  who  couple  fiindamental 
with  technical  analv^is  do  bener  with 
their  shorts  than  those  who  use  fimda- 
mental  analysis  alone.  This  no  doubt 
is  due  to  the  fact  that  stocks  do  not 
move  on  only  fundamentals.  A  stock 
may  be  e.xtremely  overpriced  on  a 
fiindamental  basis  and  yet  go  on  to 
being  even  more  ovenalued.  Realitv- 
will  eventually  catch  up  with  it.  But  by 
that  time  you  might  be  wiped  out. 

A  classic  illustration  of  this  was 
selling  Citicorp  short  in  the  mid- 
1980s.  It  was  a  popular  short  sale  then 
because  a  number  of  advisory  letters 
believed  it  w  as  sitting  on  mountains 
of  under- reserved  bad  loans. 

Over  the  long  haul,  the  editors 
were  right  to  be  pessimistic  about 
Citicorp's  stock,  but  I  doubt  whether 
verv'  many  of  their  subscribers  made 
much  monev'  firom  the  short.  From  a 
price  of  around  SIS  five  years  ago 
Citicorp  dropped  to  about  SIO  at  the 
end  of  last  year.  But  before  it 
dropped  to  510  the  stock  rose  to 
S35,  and  this  year  it  has  turned 
around  and  gone  back  to  SI 7,  so  the 
timing  would  have  had  to  be  almost 
perfect  for  a  short-seller  to  profit.  In 
addition,  the  stock  paid  S5.50  in  divi- 
dends along  the  way,  and  there  were 
opportunitv  costs  of  the  money  used 
to  collateralize  the  short  position. 

Under  such  tough  conditions, 
which  are  the  advisorv  services  with 
the  best  record  for  picking  short -sale 
candidates?  Two  are  rating  services 
that  follow  thousands  of  stocks,  the 
Value  Line  Investment  Survey  and  the 
Zweijf  Performance  Ratinjfs  Report; 
their  computer  models  combine  an 
array  of  technical  and  fiindamental 
criteria  in  determining  which  stocks 
are  most  and  least  likely  to  beat  the 
market  over  the  next  6  to  12  months. 


The  tH'o  other  letters  whose  shorts 
have  done  well  are  the  LaLaggia 
Special  Situations  Report  and  the 
Holt  Advisory. 

Wliat  are  these  leaders  of  the  pack 
shorting  currenth?  Particularh'  fa- 
vored as  shorts  are  companies  in  the 
energy  and  energy -related  industries: 
Adantic  Richfield  ( recent  price,  100 ), 
British  Petroleum  (54;,  CMS  Energy 
( 22  I,  Coastal  Corp.  ( 23 ),  Hallibunon 
^24),  Permzoil  (44)  and  Rowan  Cos. 
( 6 )  -  Two  more  companies  come  fixHn 
the  industrial  senice  sector  CRSS 
(11),  i^-hich  provides  various  engi- 
neering services  to  both  industrial  and 
public  sector  clients,  and  Fairchiki 
Corp.  (5),  ^iiich  manufactures  and 
distributes  aerospace  tastencrs. 

Other  stocks  recommended  for 
shorting  by  at  least  two  of  these 
services  are:  Aetna  Life  &  Casualtv- 
43),  an  insurance  company  whose 
financial  safctv-  has  been  given  a  ver>- 
low  rating  by  Martin  Weiss,  editor  of 
the  Holt  Advisory;  Cn-stal  Brands 
14),  which  manu^ctures  and  sclk 
several  lines  of  men's  and  ^xxncn's 
sportswear;  CBS  ( 166 1,  the  radio  and 
t\'  network;  Cincinnati  Bell  <  18 »,  the 
holding  company  for  the  Midwest 
telephone  utilitv-;  Digital  Equipment 
(56),  the  computer  manufacturer; 
Nord  Resources  i6»,  which  miiKS 
and  processes  a  number  of  strategic 
minerals;  Wooh*Tjrth  (31 ),  the  outi- 
er  and  operater  of  one  of  this  coun- 
trv's  largest  retail  store  chains;  Varit\' 
1 13),  which  manufactures  farm  and 
industrial  machincn-;  L".\l  i  149  i,  the 
parent  companv  of  United  Airlines; 
and  Wells  Fargo  (69),  xhe  West 
Coast -based  bank.  These  last  twx) 
companies,  L'.\L  and  Wells  Fargo,  arc 
currenth  bemg  shorted  b>'  three  of 
these  four  top  services.  ^M 
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The  rising  popularity  of  technical  analysis 
is  both  frustrating  value  investors  and 
creating  some  great  opportunities  for  us. 

What's  value  got 
to  do  \dth  it.^ 


Ffij'J'jrick  £,  (St-iacJ)  Whih  Jr.  ($  the  gienefal 
partner  of  Dallat '  Greenbrier  Partners, 
a  hedge  fund. 


VlAl'SAOO  I  visited  a  mining  company 
wliosc  stock,  it  later  turned  (;ut,  be 
came  worthless.  At  the  time  of  my 
visit,  the  strjck  was  trading  for  S30.  I 
asked  the  chief  executive  a  nebulous 
question  alrmg  the  lines  of  "Is  the 
stock  market  valuing  your  stock  real- 
istically?" "Oh,  yes,"  he  replied, 
"we  have  excellent  support  at  the  S28 
level  and  the  stock  breaks  out  at  $32. 
There  is  no  meaningful  resistance  this 
side  of  $4f>.  At  $30,  our  stock  is  a 
great  value.  The  short  term  downside 
is  only  $2  and  ihc  upside  is  $IS." 
Iliai  was  my  introiluciion  to  tcchni 
cal  securities  analysis. 

Over  the  years,  technical  securities 
analysis  has  taken  on  the  dimensions 
of  a  major  financial  religion,  which 
has  fiiablcd  its  lollowcrs  to  escape  the 
dreary  l)ounds  of  value  and  careful 
number  crunching.  Increasingly, 
whenever  I  visit  the  offices  of  profes- 
sional investors,  I  am  ama/ed  at  the 
ilegree  to  which  many  ol  these  people 
are  reiving  upon  technicians'  charts. 
Vet  lohn  Train,  who  has  studied  suc- 
cessful investors  as  long  and  tln)r 
oughly  as  anybody,  says  llativ  thai 
he  is  unaware  of  one  important  lines 
tor  who  gives  an\'  credence  whaiso 


cser  to  technical  securities  analysis. 

For  the  last  12  years  Train,  the 
authfif  of  the  strxrk  market  classic  The 
Mfmey  Masters^  has  had  a  standing  bet. 
The  technical  analyst  is  presented 
with  a  package  of  old  stock  charts. 
.Vames  and  dates  have  been  omitted 
from  the  charts  and  the  charts  have 
been  cut  in  two.  If  the  technical  ana- 
lyst can  predict  what  happened  on  the 
missing  second  halves  of  the  charts  at 
better  than  50%  accuracy,  the  analyst 
wins  the  bet.  Train  reports  that  so  far 
he  has  not  had  any  takers. 

Train  says  that  great  stock  pickers 
t)'pically  know  more  about  the  com- 
panies and  industries  they  invest  in 
than  anybody  else  on  The  Street. 
Therefore,  they  have  an  edge.  It  is 
hard  to  imagine  Warren  Buffett,  for 
example,  rationalizing  the  purchase 
of  a  few  million  shares  of  XYZ  at  $20 
because  "the  stock  has  formed  a  base 
and  seems  poised  for  a  breakout." 

Why  is  technical  analysis  becoming 
so  fashionable.'  Probably  because 
stocks  increasingly  trade  more  like 
commodities  and  less  like  stocks,  as  all 
sorts  of  derivative  products,  like  stock 
market  futures  and  indexes,  have  pro- 
liferated. While  a  Warren  Buffett  lim- 
its himself  to  a  small  number  of  stock 
market  investments,  a  typical  profes- 
sional investor  must  keep  his  eye  on 
hundreds  of  securities.  The  rspical 
portfolio  manager  is  incapable  of 
reaching  intelligent  opinions  on  a 
huge  number  of  securities  based  on 
fundamentals.  Many  of  these  individ- 
uals began  to  find  that  they  could  be 
more  successful  buying  stocks  that 
demonstrated  "relative  strength."  In 
other  words,  buy  the  stocks  that  are 
I  rending  up  and  sell  the  stocks  that  are 
tremlinu,  down. 

The  success  in  the  last  tew  \cars  of 


rdaovc-itrcf^tfa  pbyers  has  cai 
mzm  ponfalbo  managers  to  jumi 
the  tedwiaH  amp.  The  result  is 
whoi  a  ftoA  or  a  group  of  st( 
begins  to  move,  the  technical  en 
jumps  on  board  and  pushes  the  p 
tatm  higho^.  For  those  of  us  tied  to  j 
idea  that  stock  picking  on  both 
long  and  short  sides  ultimately 
something  to  do  viith   underly 
value,  the  lesson  is  this:  For  the 
seeable  future,  stock  mo%ements  1 
up  and  down  uill  be  far  more  d 
ic  than  prexiousK'  seemed  possil 
based    on    traditional    standards 
value.  Don't  expea  to  be  rescuec 
your  investment  moves  by  ratic 
thought  on  the  part  of  institutiol 
in\estors.  -\s  someone  who  shortel 
few  medical  stocks  last  year,  I  have  i 
financial  scars  to  prove  it. 

Note,  however,  that  markets 
never  inational  for  ver\-  long, 
popularity'  of  technical  analysis  v^ 
therefore  create  some  real  opportui 
ties  for  value  investors.  Energy  stoci 
for  example,  have  not  participated 
the  great  rally  that  has  taken  pb 
over  the  last  15  months.  No  mome 
turn,  no  interest  by  the  institutioi 
with  the  result  that  right  now  tl 
group  seems  very  cheap  on  an  abs 
lute  basis  and  relative  to  the  markc 
Perhaps  the  group  is  forming  a  base 
hope  so.  Further,  as  the  econorr 
recovery  picks  up  steam,  the  demai 
for  energy  will  begin  to  exceed  tl 
supply,  and  prices  should  climb.  A. 
ditionally,  there  is  some  speculatit 
that  OPEC  will  be  more  aggressive 
its  pricing  after  the  November  pres 
dential  election. 

I  am  intrigued  by  Mnxus  (7).  Th 
company's  cash  flow  is  more  than  S 
per  share,  and  Maxus  has  a  number » 
\xr\  exciting  exploration  prospect 
British  Petroleum  (56)  \ields  an  a[ 
parendy  secure  8.4%,  less  15%  witi 
holding,  and  will  do  wondcrfiilly  wit 
slightly  higher  energy-  prices.  Tcxa> 
( 58 )  continues  to  appear  very  cheap  i 
relation  to  cash  flow ;  with  a  di\iden 
yield  of  5.4%,  you  can  afVord  to  wa 
for  momentum  to  build.  Finally,  ri 
fining  margins  seem  to  be  improxint 
which  bodes  well  for  another  Texas 
based  companv.  Diamond  SJmmroi 
(2 1 ).  At  five  times  a  rising  cash  flow 
this  stock,  too,  seems  like  an  exccUen 
\alue,  no  matter  what  the  technic. 
crowd  thinks.  ■ 
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[Vhen  big  business  is  able  to  twist  public  policy 
ito  life-support  systems  for  badly  managed,  failing 
bmpanies,  the  American  people  lose  big. 


ow  about  a 
Ice  tea  party: 


i 


BY  JOHN  RUTLEDGE 


w\Mm 


John  Rutledge  is  an  economist 

and  chairman  of  Rutledge  &  Co.,  a  merchant 

bank  in  Ciaremont,  Calif. 


In  1773  a  group  of  early  supply- siders 
showed  their  low  opinion  of  the  Brit- 
ish Crown's  tea  tax  by  pouring  a  cargo 
.of  tea  into  Boston  Harbor.  No  tax- 
ation without  representation  has 
served  as  a  key  principle  of  U.S.  tax 
policy  ever  since. 

At  least  until  a  few  weeks  ago. 

In  March  middle -class  Americans 
suffered  a  major  tax  increase  that  was 
levied  somewhere  between  Detroit 
and  Toyko  in  private  conversations 
between  government  officials  and 
auto  executives  from  the  U.S.  and 
Japan,  but  neither  debated  in  Con- 
gress nor  written  into  law. 

Toyota,  Nissan  and  Honda,  bow- 
ing to  pressure  from  the  U.S.  govern- 
ment to  do  something  to  help  the  big 
three  U.S.  automakers,  raised  prices 
on  their  new  cars  by  3%  to  5%,  effec- 
tive late  in  March.  This  de  facto  excise 
tax  on  new  cars  will  raise  the  cost  of 
living  for  every  American  family  that 
hopes  to  buy  a  new  car,  by  amounts 
varying  from  $200  for  Honda  Civic 
buyers,  to  $2,100  for  those  buying  a 
Lexus  i,x. 

Maybe  Americans  will  be  able  to 
avoid  the  tax  by  buying  American - 
made  cars,  but  I  wouldn't  bet  on  it. 
True  to  form,  Detroit  will  probably 


push  its  prices  up  right  behind  those 
of  the  Japanese. 

This  hidden  tax  will  largely  cancel 
any  stimulative  effects  of  the  middle- 
class  tax  cut  that  Congress  has  been 
laboring  over  in  recent  weeks.  Like 
last  year's  ill-fated  luxury  taxes  on 
cars,  boats,  airplanes  and  other  goods, 
this  tax  will  depress  spending  and  cost 
jobs.  Higher  taxes  mean  less  growth, 
always. 

Wall  Street  will  like  this  new  tax  for 
a  while,  as  we  have  seen  in  the  recent 
stock  price  performance  of  the  big 
three  automakers.  It  will  temporarily 
improve  reported  financial  results  for 
the  big  three,  by  allowing  them  to 
charge  higher  prices  for  the  same 
product,  but  it  will  not  put  Ameri- 
cans back  to  work.  The  car  payment 
is,  along  with  the  mortgage  payment, 
one  of  the  two  largest  checks  most 
American  families  write  every  month. 
So  higher  new  car  prices  will  make 
American  families  poorer  by  lowering 
the  real  purchasing  power  of  their 
incomes.  Poorer  people  don't  buy 
more  cars. 

In  the  end,  then,  consumers  will 
drive  their  old  cars  a  litde  longer 
before  they  trade  them  in.  Fewer  new 
cars,  not  more  cars,  will  be  sold.  Per- 
haps most  damaging,  higher  car 
prices  will  also  show  up  in  the  govern- 
ment reports  as  higher  consumer- 
price  inflation,  which  will  cause  the 
dreaded  Federal  Reserve  to  keep 
monetary  policy  tighter  than  they 
otherwise  would  be  inclined  to,  espe- 
cially in  light  of  recent  evidence 
that  the  economy  is  definitely  on 
the  upswing. 

This  20th-centun,'  version  of  the 
tea  tax  reflects  the  government's 
preoccupation  with  supporting  those 
large  and  visible  (i.e.,  politically 
important)  existing  companies  that 


can  muster  the  political  power  to 
make  things  happen  in  Washington, 
even  at  the  cost  of  the  growth  and 
survival  of  the  smaller,  emerging 
companies  that  have  served  as  the 
core  of  the  U.S.  job  machine  for  the 
past  decade. 

Survival  of  the  fittest  is  the  heart 
and  soul  of  a  market  economy.  For  a 
market  economy  to  function,  market 
forces  must  be  able  to  wipe  out  high- 
cost,  slow- moving,  unsuccessfijl 
companies  in  order  to  free  the  re- 
sources that  must  be  redeployed  into 
building  tomorrow's  winners. 

When  large  companies  are  able  to 
twist  public  policy  into  life-support 
systems,  the  American  people  are 
being  forced  to  subsidize  inefficiency 
and  incompetence.  It  is  an  irony 
that  in  Eastern  Europe,  where  people 
look  to  America  as  a  model  of  a 
successfijl  market  economy,  govern- 
ments are  breaking  up  large,  ineffi- 
cient companies,  even  as  we  continue 
to  support  ours  at  the  expense  of 
the  public. 

This  problem  is  not  confined  to  the 
auto  industry\  The  flood  of  red  ink  in 
the  airline  industry  provides  a  second 
example  of  our  preoccupation  with 
the  dead  over  the  living.  While  flying 
last  week  on  one  of  the  bankrupt 
airlines  currently  enjoying  Chapter  1 1 
protection  from  its  creditors,  I  read 
that  this  same  airline  was  initiating 
new  service  to  four  additional  cities 
this  month. 

This  is  possible,  of  course,  because 
a  court-appointed  bankruptcy  trustee 
is  concerned  only  with  current  cash 
flow,  not  with  the  long-term  value  of 
the  resources  used  to  keep  the  dying 
airline  in  the  skies.  To  fill  seats,  the 
terminally  ill  airlines  slash  fares  and 
drive  the  entire  industry  into  a  price 
war,  causing  otherwise  healthy  carri- 
ers to  lose  money,  too.  Our  destruc- 
tive bankruptcy  laws,  by  keeping  bad- 
ly managed  carriers  in  the  air,  caused 
the  U.S.  airline  industry  last  year  to 
lose  about  $2  billion. 

All  these  hidden  taxes,  whether 
through  import  quotas  or  the  bank- 
ruptcy la\NS,  are  intended  to  slow 
change,  but  change — sometimes 
frightening  and  always  hurtflil  to 
some  individuals — is  the  price  we 
must  pay  for  a  creative,  dynamic 
economy.  Maybe  it's  time  for  anoth- 
er tea  party.  ^M 
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BIG-NAME  STOCKS 
TO  UNIOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


CMARTiv 
ZttEICS 
VilNNiNG 
ONWU. 


631.5%  gains,  with  exceptionally  low 

risk,  for  the  11 V2  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


10  LOW  RISK 
GROWTH  STOCKS 

The  Risk  Report's  rigorous  stock  screening 
process  identifies  companies  with  average  an- 
nual earnings  growth  of  at  least  40%  over  five 
years.  We  then  make  certain  that  current  earn- 
ings, price  and  volume  are  surging.  Only  one 
out  of  every  325  companies  ever  becomes  a 
Risk  Report  buy.  This  rapid-growth,  low-risk 
Richard  Schmidt,  RFA  strateg}'  is  up  86%  annualized.  (As  of  3/10/92. 
Editor,  Risk  Report     p^g^  performance  is  no  guarantee  of  future 
results.)  We'll  rush  you  our  complete  buy/sell  list  plus  a  Spe- 
cial Report  on  170  NYSE  stocks  rated  for  earning  gains  of 
50%  or  more,  with  your  subscription  to  The  Risk  Report. 

800-466-RISK  (Ext.  5301) 

THE  RISK  REPORT 

999  Ninth  Street  S.,  Naples,  FL  33940 


Three-month  trizil-$45 
OneYear-$149 
MasterCard.  Visa.  Amex 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  In  salting  up  Oalawara 
Citrporallons.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

CaNWrlle  tor  F1IEE  KIT: 

P.O.  Box  484-FB 

WHmlngton,  DE  10899 

'-'"il  800^1-CORP- 302-662-6532 


BUSINESS  OPPORTUNITIES 


REAL  ESTATE 


Expanding  Real  Estate  Acquisition  Co. 

needs  ambitious  partners  to  purchase 

real  estate  with  us,  using  our  niettiods 

and  funding  sources. 

$7500  Investment  Required 

1 -800-521-9458 


ACQUISITIONS 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Mijor  MiQuliclufIng  lo  Smill  Relill  Shops 

No  Brokerage  Fees 
To  Buy  or  Sill 
1  800-999SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


BUSINESSES  FOR  SALE 
OWNERS  WILL  FINANCE 

All  Areas  except  IMorttieast 
Established  businesses,  good  terms. 

AFFILIATED 
BUSINESS  CONSULTANTS 

719-548^8888 
Colorado  Springs.  CO 


/^ 


Receive  Value  Line 
for  only  :^Sr$55 

An  introductory  subscription  to  The  Value  Line 

Investment  Survey  brings  you  the  2000-page  Investors 

Reference  Service—  Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks.  You  will  also  receive  analyses  of 

about  130  stocks  each  week  for  10  weeks  for  $©§^$55. 

Available  only  once  every  two  years  to  any  household. 

Your  subscription  to  Value  Line  may  be  tax-deductible. 

Consult  you  tax  advisor.  Send  check  or  money  order 

along  with  name,  address  and  zip  code  together 

with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

(Ext.  2903-I>ept.  316M13)  American  Express.  MasterCard 

or  Visa.  24  hours  a  day.  7  days  a  week. 

30  day  Money-BackGuarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add 

sales  tax.  Foreign  rates  upon  request. 

^he  Value  Line  Investment  Sarrey* 

711  3rd  Avenue  NY.  NY 
10017-4064 


VOICE  MAIL 


EDUCATIONAL  SERVICES  I 


_%> 


^LAST 

YoupMes^e  Thru! 

1         VOICE  MAIL 
'>' ll  TELEMARKETING 
^ALL  PROCESSING 

Transhm  youc  PC/XT;aT/386  into  a  multi-lme  voice  pro- 
cessing command  center  InleUiQentty  prcice$$  yo* 
sales,  inquires  and  messages.  Ownpleie  package 
MUttl-Une  (Voice  Soiulioni  $995 

SINGLE  LINE  iBtgmOulhl  $295 


FOB  SALES  OR  INFORMATION 

Call:  1-800-947-4884 

CALL  (5'0)  S22-3800  •  FAH   1510'  S22-S556 

TALKING  TECHNOLOGY,  INC.  ^9f== 

im  JHUNIIC  «V!    .«[4W([W    CA  94501     /// 


FINANCIAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  OOCTORATIJ^ 


F«  Wort.  Ltit  mi  'iKimlHiiiiiiir 
Eifcneace  •  No  Clatii«M  ^^fc 

1-S00-423-3244       T^ 

FAX  (213)  471-6456?  'T* 

V  .  /..     0  ■««» 

w  twd  MhM  nnw  l       ^i 
lor  Ffot  E*"  ■«■■      'l™"^ 


U 
Mo 


Pacific  Western  University 

600  K  StpuivWa  Btvfl   OepI  '85  Los  Angeles  C*  900*^ 


FREE  COLLEGE  TAPI 


•  EXTERNAL  DEGREES • 

B^S  n«SJ  i  S.C    C   »3-  -  %fH.V 

Cr  m  ^i— »:c»  Mj:    "-•oo«,   -Art 
F  n«rc  t'  a-O  •«•  40  • 

TOLL  FREE  24  hrt.  (800)  7S9-OOOS 

LA  SALLE  UMVERSmr 

Ma'-Je.   e  .a  'ca '0-4000 


MBA  PROGRAMS 


Securities  Aititration 
Consultant 

Guidance  and  Assistance  in 
Resolving  Broker  Disputes 

704-693-7740 


Major  British  I  ni\ersit>  offers 

International 

MBA 

entireh  thn)ujih  hon»e  study. 

No  Bachelors  required.  No  travel. 
Intemationalls  recogni/ed.  Orici- 
nallN  founded  1S20.  Total  casi 
under  $6.1XX).  One  of  the  \\orid's 
1 0  hirgest  MB.\s  and  gmwing  fast. 

Heriot-Watt  I'niversitv 

Alice  Ciold.  r.S.  .Agency 

1780  Shattuck  .Vve. 

Berkeley  C.\  *)470«) 

Toll-tree  (StXI^  MB.A-0707  or 

fax  (5  Un  S4 1  -87 1 1 .  Tkink  vixi. 


BUSINESS  SERVICES 


-RESEARCH  RB>0R1S 

19,278  academic   topics   available' 

Send  $2  00  tor  ttie  272-page  catalog 

Custom-written  reports  jiso  available 

KSMGI  ASnTMNI 

11322  Idaho  Ave  ,  #206FM. 

Los  Angeles.  CA  90025 

Toll  FfM  HoMm:  800-351  0222 

(California  310-477-8226) 


CABLE  ACCESSORIES 


■(■ 

Th( 


B 


CD 


CABLE  TV  Comerter  Banes 

STOP  RENTING! 

Sjvo  Uonoy  -  Ow  Yotf  Oot  £<f^iMii 

Al  U^  BrvK)  ^t■n•i  •  Ftm  30  Oar  TiHI 

OatfnWxiiKJ  ■  FnS  CATALOG 

Add-On  Cafato  Co. 

1-800-1M-8475 


EXECUTIVE  Gins 


CORPORATE  ITEMS 


kmbassador  Lapel  Flags 


jfwelr>-qualit> 
cusiomi/ed  emblems 


24K  Gold  Plate    •    Brilliant,  True  Colors    •    Any  Flag  Mix 

J  fast  Delivery  Worldwide:  14  Business  Days  on  Custom  Orders 
TME  Co.,  Inc.  1 1?  Park  Lane  Rd.,  New  Milford, CT 06776,  U.S.A. 
Tel.  (203)  354-0686     •     Telex  271478     •     Fax  (203)  354-2786 


EXECUTIVE  POSITIONS  AVAILABLE 


ICE  CHANCELLOR  FOR  ASSET  MANAGEMENT 
THE  UNIVERSITY  OF  TEXAS  SYSTEM 

University  of  Texis  System  invites  applications/nominations  for  the  position  of  Vice  Chancellor 
Asset  Management.  This  position  reports  to  and  is  responsible  to  the  Chancellor,  and  has  direct 

to  the  Board  of  Regents.  As  a  member  of  the  Executive  Staff,  the  position  has  line  rcspon- 
iility  for  the  conduct  of  all  investments  and  for  the  management  of  the  assets  of  The  University  of 
System.  The  office  of  Asset  Management.  Finance,  Investments,  Endowments  and  Trusts,  and 
dowment  Real  Estate  report  to  and  are  responsible  to  the  Vice  Chancellor  for  Asset  Management. 
he  successful  candidate  will  have  overall  responsibility  for  ~ 

The  management  of  the  tmsl  and  endowment  lands,  trusts,  endowments  and  other  such  funds  of  the 
System  in  such  a  manner  as  to  maximize  the  monies  available  for  excellence  in  all  activities  of  the 
System. 

Policies  on  receipt,  disbursement,  atKl  custody  of  funds;  terms  of  depository  agreements  with 
banks:  and  for  custody  of  those  securities  not  otherwise  in  the  custody  of  the  State  Treasurer. 
Preparation  of  debt  issues 

In' coordination  and  coopeiation  with  the  Office  of  Business  Affairs,  the  formulation  and  presenta- 
tion of  recommendations  on  those  policy  matters  which  have  a  direct  bearing  on  issues  affecting  the 
l^rmanent  University  Fund  Lands. 

The  Vice  Chancellor  for  Asset  Managetnent.  with  approval  from  the  Office  of  Business  Affairs, 
shall  jointly  sign  documents  forwarding  debt  issues  for  approval  by  the  Board  of  Regents. 
Directly  through  his/her  reports,  the  implementation  of  policies  and  actions  appioved  by  the  Board 
regarding: 

—  Investment,  management  and  administration  of  all  endowment  funds  belonging  to  the  System 
and  its  component  institutions,  including  the  Permanent  University  Fund  and  all  trust  and  spe- 
cial funds. 

« 

—  Presentations  to  the  Board  of  periodic  reports  of  the  status  of  the  fund 

—  Consultation  with  the  Executive  Associate  for  Economic  Affairs  regarding  the  development  of 
long-range  plans  for  management  of  the  economic  resources  of  the  System 

Candidates  must  possess  a  Bachelor's  degree  in  Finance  or  Accounting  and  a  Master's  degree  in 
■  Business  Administration.  A  minimum  of  20  years  of  professional  experience  in  which  the  last  10  have 
»f  ►wen  spent  in  finance  positions  of  increasing  responsibility  and  through  which  a  thorough  grounding 
I  in  the  fundamentals  of  equity  and  fixed  income  investments  was  gained  Candidates  mu.st  have  a 
proven  background  in  managing  funds  in  excess  of  $4  billion  dollars.  A  polished  arxi  professional 
bearing  as  w<ell  as  excellent  written  and  verbal  communication  skills  are  a  must.  Interpersonal  skills  to 
effectively  deal  with  internal  and  external  clients  while  maintaining  strict  independence  of  thought 
and  action  are  required. 

The  University  of  Texas  System  is  comprised  of  15  component  institutions  located  throughout  the 
Slate  of  Texas,  and  has  combined  enrollment  of  over  140.000  students.  This  position  is  with  The  Uni- 
versity of  Texas  System  Administration,  located  in  Austin,  Texas,  with  responsibility  for  the  central 
management  aiKl  coordination  of  The  Uni^■e^sity  of  Texas  System. 
Salary  is  negotiable.  Applications/nominations  should  be  sent  to: 

The  University  of  Texas  System  Administration 

c/o  Kom/Ferry  Imemational.  1 100  Milam  Building.  #3400  Houston.  TX  77002 
This  position  is  open  until  filled   An  Equal  Opporlunilyl Affirmative  Action  Emplover 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Ccitton.  American  Made  pt>K>  shirts,  custiim  embroidered  with  your  li>(;i) 
are  such  giuxJ  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  timel  Free  shipping  for  international  orders.  For  a  price  \\^t  and 
catalogue  please  call;  1-800-847-4478 

Fax  1-718-782-4614 

The  Queensboro  Shirt  Company 

Dept  F24.  119N  11th  St.,Greenpoint.  NY  11211 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
aivd  relieve  back  pain 


>  Buih-in  adjustable 
lumbar  support 

>  Adjustable 
neck  rest 

•  Forward-tih 
feature 


I  800-251 222S  Of  Kriit 

53  Jetfm  Ave  .  Depi   Wt.  Hollision.  MA  01746 


HAND  CARVED  MAHOGANY 
WARBIRDS 


•  16'  10  2?"  models  ore  hond- 
oohed  (ram  lolid  mahogany  wilti 
hondpovited  nxirfcings  ond  deloib 

•  Over  160  models  in  stodi 

•  Pnced  from  $99  50 

•  Sotshxtion  guaranteed 

Col  1-800-950-9944 


v\<i  irif 


WDaniiAMNC  MUBS 

WRW 


GRAND  CHOCOLATE 
PIZZA.. 

Corporate  Gift  Giving 
At  its  Best 

Next  Day  Gilt-Wrapped  Delivery  Available 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 


GOLF  GIFTS 


Goifsr 


You  give  us  the  photo  or  logo, 
we^ll  put  it  on  the  ball ! 


Send  us  any  color  or  b&w  photo  or  logo. 
Your  photo  is  resized 
^^^^^^         ana  imprinted  in 

/  ^^^^^^^^         h<ku  on 
/   ^^^^^^^  Spaldingf^  golf 

halls  with 
un>urpas.sed 
clant>.2-4 
v,eck' delivery. 
Phoio  returned. 


Checks  payable  ».• 

GoVShOlS*DcpLF 

VGatenSL-SuilelDi 
Watertuwn,  MA  82172 
$29.95  addl  boz  l-«»«3t3-«6<7 

I  using  same  photo  /  logo 

ptus  S5  P/H  per  doz  VISA  /  lltastarCard 

Desi)3iafcsa.tioiiofphololubcimpnnledunbalL 


$39.95 


VOICE  MAIL 


Complete  Voice  Mail, 
Telemarketing  Just  $199! 


BigmOuth,  PC  Magazine's 
Editor's  Choice  single  line 
voice  mail  system,  just  $199.s4h 

•  Password  Protected  Mailtwxes 

•  Message  Forwarding  &  Pager  Support 

•  Ideal  For  Home  &  Otiice  Use 

•  Outbound  Telemarketing 

•  45  day  money  back  guarantee  Call  now" 

1 •800*456*41 23 


^^M 


330  Central  Ave  .  Dept   148.  Fillmore.  CA 
93015*  (805)  524-4700 


MISCELLANEOUS  FOR  SALE 


BUSINESS  OPPORTUNITIES 


COMPUTERS 


PERSONAL  CARE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones  Free  wholesale  catalog  sinte 
1%7'  Member;  Jewelen;  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  l-««M2«-«3S2 


Forbes:  Capitalist  Tool' 


THE 

AMERICAN 
DREAM. . . 

Success  and  time  to 
enjoy  it!  International 
Corp.  provides  support, 
training  for  this  power- 
ful, profitable  program. 
Work  for  yourself. 
Unlimited  income 
opportunity.  Call  for  full 
details:     Mr.  Retcher 
800-231-0123. 


wtmflRYmRC 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tindy*  Computers 

Radio  Shack*  phones      .  and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy  Katy  (Houston)  TX  77450 
1-713-392-0747     F^  (713)  574-4567 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


STOP  SWEAT 
6  WEEKS 

Drionic*  Is  an  in- 
credibly more  effec- 
tive way  to  combat 
excess  sweat  — 
without  chemicals. 
Electronic  treatment 
gives  6  weeks  dry- 
ness. Reusable  — 
safe  &  effective  say^ 
10  medical  books. 
Send  for  free  information. 

GENERAL  MEDICAL  CO    Dept    FOe  52 
1935  Armacost  Avenue 
Los  Angeles.  CA  90025 


FEET 


O  inLtlTfHLfVLn 


EDIUD  BY  THOMAS  JAFFE 


Here's  the  beef 

IBP,  Inc.,  headquartered  in  Dakota 
City,  Nebr.,  is  the  nation's  largest 
meatpacker.  In  1991  profits  were  dec- 
imated by  tight  livestock  supplies, 
which  sent  costs  up,  and  startup  ex- 
penses for  new  plants,  ibp  (sales, 
$10.4  billion)  earned  a  scant  3  cents  a 
share,  down  from  $1.01  in  1990. 

The  stock  was  also  hit  hard,  but  for 
different  reasons.  In  early  1991  ibp 
rose  to  26V4  on  hopes  that  Occidental 
Petroleum  would  find  a  buyer  for  its 
51%  stake.  No  soap.  Last  October 
Occidental  oflx^red  its  ibp  to  Oxy 
shareholders  in  a  rights  oflfering  at 
$15  a  share,  ibp  stock  subsequently 
fell  to  13  or  so.  While  it  has  since 
recovered  to  a  recent  17%  on  the 
NYSH,  that's  still  under  the  $19  a  share 
at  which  Oxy  took  ibp  public  in  1987. 

Salomon  Brotliers  analyst  Donald 
Zwyer  sees  opportunity  here.  During 
the  past  five  years,  he  notes,  ibp's  sales 
have  risen  over  50%  because  of  market 
share  gains  in  pork  and  beef.  This, 
while  red  meat  consumption  in  the 
U.S.  has  declined  modestly. 

Zwyer  expects  ibp's  earnings  to  re- 
cover to  $1.15  a  share  this  year, 
thanks  to  greater  lixestock  supplies 
and  increased  productivity'  as  a  result 
of  plant  expansion.  Longer  term,  he 
sees  growth  coming  from  cost-cut- 
ting, economies  of  scale  and  increased 
overseas  demand.  (Exports  account 
for  roughly  10%  of  sales.) 

Meantime,  Zwyer  expects  ibp's 
cash  flow  aft:er  capital  spending  and 
dividends  (just  6  cents  a  share  in 
1991)  to  rise  sharply.  From  1986  to 
1991  ibp  pumped  about  $470  million 
into  expanding  capacity'.  But  over  the 
next  few  years,  he  says,  it  will  need  to 
spend  only  $20  million  a  year  on 
maintenance.  That  will  free  up  cash 
flow  with  which  to  slash  $510  million 
of  long-term  debt,  52%  of  capital. 

There  are  47.5  million  shares. 


Smoother  seas  ahead? 

Has  IHK  boat  business  turned?  Bruns- 
wick Corp.  and  Outboard  Marine 
Corp.  are  two  big  manufacturers  of 
pleasure  boats,  outboard  motors  and 
marine  engines.  At  recent  prices, 
Brunswick  (ISVs)  and  Outboard  Ma- 
rine {23V2)  have  more  than  doubled 
from  their  1990  lows  mu\  are  just  10% 
otV their  12 -month  highs.  Impressive, 

144 


considering  that  last  year  Brunswick 
earned  just  11  cents  a  share  fi-om 
operations;  Outboard  Marine  lost 
$2.57  a  share,  excluding  charges. 

So  why  the  runup.'  Clearly,  inves- 
tors anticipate  a  strong  recovery  for 
the  pair.  Both  used  the  recession  to 
achieve  considerable  savings.  These 
moves  included  slashing  long-term 


Frantzen  of  Richmond's  Anderson  i;  J*^^ 


Marina  at  St.  Simon's  Island,  Ga. 
Boatmaker  stocks  ahoy. 


debt,  capital  spending,  inventories, 
accounts  recei\'able,  the  work  force 
and  corporate  staff",  as  well  as  closing 
plants  and  consolidating  operations. 

Analyst  Jill  Knitick  of  Salomon 
Brothers  approves.  In  1992  she  ex- 
pects per-share  earnings  for  Bruns- 
wick and  Outboard  to  rebound  to  75 
cents  and  90  cents,  respectively.  Her 
1993  estimates  are  $1.60  (Bn.ms- 
wick)  and  $1.85  (Outboard  Marine). 

Note  that  Krutick  isn't  particularly 
optimistic  about  the  boating  indus- 
tPt's  prospects  this  year.  That's  why 
she's  warning  clients  there  may  be 
some  near- term  weakness  in  the  two 
stocks.  But  if  you're  willing  to  look 
through  that  weakness,  she  says, 
there's  plent\'  of  upside  still  ahead. 


A  gem 


Pi.Y  CiKM  Industries,  Inc.,  the  New- 
York  Cit>'  based  maker  of  home  im- 
provement products,  supplies  win- 
dows, \inyl  siding,  wood  paneling 
and  tilebcx\rds.  Over  the  past  ten  years 
it  spent  more  than  S200  million  to 
buy  14  niche  businesses.  Sales  in- 
creased around  tenfold  during  the 
period,  to  $562  millii>n  in  1991 . 

ri\  Ciem  has  been  hurt  by  the  hous- 
ing slump.  Last  year  it  earned  just  39 
cents  a  share,  dtmn  from  a  record 
$1.41    in    1988.    But   analvst    Blair 


.M 
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Strudwick  thinks  Ply  Gem's  earning 
will  almost  double  in  1992,  to  7 
cents  a  share,  as  housing  recovers.    :  *  "^^ / 

Frantzen  is  impressed  by  Ply  Gem  ^li^""^ 
success  at  introducing  products.  Fc  0^^^. 
instance,  a  subsidian'  has  developed   ^^'^ 
window  with  a  polymer  coating  tha  0^ 
cuts  cleaning  time  in  half.  The  compa  0  ^ 
ny  also  has  consolidated  its  operatiom  ui^^^'' 
during  the  downturn,  making  then-  snksto' 
more  efficient.  Two  years  ago  it  ha»  isiing^' 
12  warehouses  in  the  Northeast;  no>^  il5' 
there  are  4. 

Although  the  Amex-listed  stock— i 
recent  price  of  10% — has  more  thai) 
doubled  ft-om  its  1990  low,  Frantzep 
thinks  it  can  roughly  double  agaii 
over  the  next  12  months.  At  curren 
levels,  he  notes.  Ply  Gem  is  still  pricec 
about  where  it  traded  in  1985,  wher 
sales  were  less  than  a  third  of  theii 
current  leve'.  The  stock  also  sells  foi 
just  four  times  the  $2.50  a  share  ol 
cash  flow  Frantzen  estimates  Ply  Gem 
will  generate  in  1992.  There  arc  10.4 
million  shares  outstanding;  Chairman 
Jeffrev  Silverman  owns  17%. 
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Acquirer,  acquiree? 

The  il\lly  in  bank  stocks  may  have 
lift:ed  nearly  all  boats,  but  analyst  Jo- 
seph Duw  an,  a  Midwest  specialist  for 
Keefe,  Bmyette  &  Woods,  thinks  St. 
Louis-based  Mercantile  Bancorp. 
Inc.  has  a  long  way  yet  to  go.  Recent 
o-t-c  price:  40V4.  "The  market  still 
hasn't  given  these  guys  tlill  credit  for  a 
great  turnaround,"  says  Duwan. 

Mercantile  (assets,  S8.1  billion)  is 
Missouri's  second -biggest  bank  hold- 
ing company,  behind  Boatmen's 
Bancshares.  Its  turnaround  began  in 
1989,  when  Thomas  Jacobsen,  a  \xt- 
eran  of  Barnett  Banks  and  First  Chica- 
go, became  chairman.  He  tcxik  a  $50 
million  pro\ision  for  bad  commercial 
loans,  fired  10%  of  the  staff',  sacked  13 
of  the  company's  top  15  officers — 
and  stabilized  interest  rate  spreads. 
Result:  Since  1988  Mercantile's  re- 
turn on  assets  has  doubled,  inrom 
0.44%  to  0.88%.  In  1992  Duwan 
expects  it  to  hit  1%. 

lacobsen  has  been  bu\ing  little 
banks  .\iu\  thrifts  dunng  the  last  rvvo 
years.  In  April  he  expects  to  close  his 
largest  deal  yet,  the  acquisition  of 
$1.2  billion  ^^  assets)  .\meribanc, 
based  in  St.  Joseph,  Mo.  Mercantile  is 

Ht>rlH-sB  April  l.v  1992 
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aying  S64  million,  or  S26  a  share,  a 
0%  discount  from  book  value. 
Last  May  Mercantile  sold  1.5  mil- 
lon  new  shares  at  S28.50  a  share. 
^Although  the  stock  has  risen  41% 
vince  then,  at  its  recent  price  Mercan- 
dle  still  sells  for  less  than  ten  times  the 
S4.20  a  share  Ehiwan  estimates  it  v^ill 
^am  in  1992.  On  a  P/E  basis,  that 
makes  Mercantile  about  the  cheapest 
Dank  stock  Duwan  foUoNvs.  It's  also 
trading  at  under  1 .4  times  book  value, 
a  15%  discount  to  Midwest  banks  at 
large.  Duwan,  in  fact,  thinks  Mercan- 
tile itself  may  one  day  be  a  takeover 
candidate.  There  are  17.9  millicHi 
shares.  -CHRISTOPHER  P.\LAIERI 

Boatmen's  steams  west 

Speaking  of  St.  Louis  baxiks,  anah-st 
Dennis  Shea  of  Morgan  Stanley  has  a 
buy  on  Mercantile's  larger  hometown 
rival,  517.6  billion  (assets)  Boatmen's 
Bancshares,  Inc.  Recent  o-t-c  price: 
44.  During  the  last  1 5  months  Boat- 
men's has  acquired  First  Interstate  of 
Oklahoma  and  several  other  banks 
and  thrifts,  adding  S5.4  billion  in 
assets.  Recently  it  agreed  to  acquire 
S3. 4  billion  (assets)  Sunwest  Finan- 
cial Scr\ices,  based  in  Albuquerque, 
in  a  S337  million  stock  swap  expected 
,  to  close  during  the  third  quarter. 

Sunwest  is  the  largest  bank  holding 
company  in  New  Mexico,  controlling 
about  28%  of  the  state's  banking  as- 
sets. Sunwest  has  been  hurt  by  its 
commercial  real  estate  loan  portfolio. 
At  year-end  Sun  west's  nonpertbrm- 
ing  loans  and  other  real  estate  o\Micd 
(OREO)  amounted  to  5112  million,  a 
high  6.75%  of  total  loan-related  as- 
sets. Reserves  against  nonpcrforming 
loans  were  549  million,  or  84%.  But 
before  the  merger  takes  place.  Boat- 
men's intends  to  increase  those  re- 
scr\es  by  as  much  as  530  million,  and 
to  >*Tite  down  Sunwest's  OREO  by  up 
to  510  million.  This  way.  Boatmen's 
overall  ratio  of  reserves  to  nonper- 
forming  loans  will  stay  above  100%. 

Shea  estimates  Boatmen's  will  earn 
54.40  a  share  this  year,  up  8%  over 
1991.  He's  looking  for  54.85  in 
1993,  by  which  time  earnings  should 
be  impro\-ing  at  Sunwest.  With  the 
stock  selling  for  just  ten  times  his 
1992  estimate.  Shea  thinks  Boat- 
men's 38  million  shares  ^ill  hit  55 
each  b\-  the  end  of  next  year.  ■! 
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Turn  your  excess  inventorj  into  a 

substantial  tax  break  and  help 
send  needy  kids  to  college  as  well. 

Call  for  your  free  guide  to  learn  how 

donating  your  slow  moving  inventory  can 

mean  a  generous  tax  write  off  for  your  company. 

Call  (708)  690-0010 

Peter  Roskam 
Executive  Director 


P.O.  Box  3021.  Glen  Ellyn.  IL  60138 
FAX  (708)  690-0565 

Excess  inventory  today... stydent  opportunity  tomorrow 


You  don't  have  to  be  a  millionaire 

to  vacation  in  Forbes'  island  paradise 


Many  who  vacation  on  Laucala  Island  in  the  Fijis 
are  millionaires.  So  it  isn't  the  attractive  cost  that 
entices  the  rich  and  famous  to  this  famed  idyllic 
retreat  of  the  late  Malcolm  Forbes.  It's  the  exclusivity. 
The  privacy. 

Small  wonder  that  one  of  today's  most  beautiful 
film  stars  vacationed  on  this  exquisite  South  Seas  Bali 
Ha'i.  Or  that  a  Broadway  leading  man  chose  to  be 
married  here. 

Laucala  is  the  perfect  place  to  get  away  from  your 
workaday  world.  And  the  cost  is  surprisingly  modest. 


Help 

Name  _ 

Address 

City 

rrol  Ryland/ FORBES  MAGAZINE 
Box  303,  Fort  Garland,  CO  81133 

mo  escape  to  paradise  in  the 

Fijis 

RMfP 

/in 

1                   

orcaii  71 9-379-3263 

1LA4 

No  more  than  ten  or  twelve  guests  are  ever  on  our 
island  at  the  same  time,  and  each  vacationing  couple  or 
family  is  housed  in  their  own  private  seaside  cottage. 
It's  the  perfect  place  for  a  honeymoon  or  an  escape 
from  reality. 

Stroll  pristine  beaches.  Swim,  snorkel  or  scuba  in 
azure  waters  renowned  for  the  splendor  of  their  tropi- 
cal fish  and  colorful  coral  reefs.  Fish  for  the  big  ones 
from  our  deep  sea  boat  or  just  unwind  by  the  pool. 
From  tennis  to  windsurfing,  it's  probably  the  world's 
most  exclusive  playland  paradise  for  those  who 
choose  to  vacation  their  own  way  and  on  their  own 
schedule. 

For  7  nights  and  8  days,  the  cost  is  just  $2,100  per 
person  plus  tax.  And  that  includes  everything:  all 
activities,  meals,  drinks,  lodging,  and  service  with  a 
smile.  No  tipping. 

So  come  on  down.  Luxuriate  in  this  South  Pacific 
paradise.  It's  the  vacation  of  a  lifetime.  You'll  want  to 
come  back  again  and  again. 
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For  information,  please  write 

Errol  Ryland,  Manager 

Box  303,  Fort  Garland,  CO  81133 

oTC^\\7\^-^79-32b3 
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The  more  things  change . . ." 
pO  years  ago  in  Forbes 

] Prom  THE  ISSUE  OF  Apr.  15, 1922) 

I*  In  accordance  with  strike  order  is- 

ued  by  President  [John  L.]  Lewis  of 
[  he  United  Mine  Workers  of  America, 

)00,000  miners  walked  out  on  Apr.  1 , 
|:ompletely  stopping  production  in 

>,000  of  the  nation's  7,500  mines. .  .  . 

Predictions  as  to  the  length  of  strike 
[•ange  from  six  weeks  to  two  months." 

''The  contract  for  constructing  a  ve- 

icuJar  tunnel  under  the  Hudson  Riv- 

:r  was  awarded  to  Booth  &  Flinn, 

^td.,  whose  bid  for  driving  the  tunnel 

id  sinking  the  shafts  on  the  New 

I  Jersey  shore  is  $19.3  million.  Com- 

Ipletion    of  the    tunnel    within    36 

[months  is  specified." 

"An  increase  of  more  than  50%  in 
employment  over  July  1921  is  shown 
by  a  survey  of  71  cities  from  New 
Hampshire  to  Georgia  by  the  Phila- 
delphia Chamber  of  Commerce." 

60  years  ago 

(From  THE  ISSUE  OF  Apr.  15, 1932) 
"Congress  would  have  had  a  much 
easier  time  of  formulating  a  sensible 
tax  bill  if  the  great  body  of  American 
ptizens  themselves  had  not  gone  ber- 
serk in  an  effort  to  have  everybody 
else  in  the  country  taxed  except 
themselves." 

"Prosperity  always  commits  suicide; 
resurrection  is  bom  of  depression. 
The  1929  breakdown  was,  at  its  roots, 
a  moral  breakdown.  We  were  not 
living  right.  We  had  become  avari- 
cious. We  had  become  extravagant. 
We  had  become  intoxicated  by  the 
alluring  notion  that  the  royal  road  to 
riches  did  not  lie  through  sweat  but 


through  speculation.  We  discarded 
and  scorned  old-fashioned  virtues." 

-B.C.  Forbes 


years  ago 


50 

(Fromthe  ISSUE  OF  Apr.  15,  1942) 
"The  American  people  have  demon- 
strated conclusively  that  they  demand 
abrogation  of  the  40 -hour  work 
week.  .  .  .  Only  27%  of  those  sounded 
out  by  the  latest  Gallup  poll  favor  the 
existing  law." 

"If  Great  Britain's  experience  is  any 
criterion,  U.S.  motion  picture  indus- 
try has  litde  to  fear  on  account  of  the 
war.  Over  there  last  year,  both  atten- 
dance and  receipts  at  motion  picture 
theaters  exceeded  the  highest  peace- 
time levels." 


25 


years  ago 


(From  the  ISSUE  OF  Apr.  15, 1967) 


The  Depression  also  brou^  fresh  new 
design,  as  in  the  elevator  entrance. 


Science  fictionoor  Arthur  Clarfce  often 
excited  serious  scientists. 


"The  man  makes  his  living  by  writing 
science  fiction,  and  he's  just  as  far-out 
as  his  novels  (Prelude  to  Space,  Earth- 
li^ht,  Childhood's  End,  etc.^.  Would 
you  believe  that  when  Arthur  C. 
Clarke  stops  by  the  Hughes  Aircraft 
plant  in  El  Segundo,  Calif,  the  scien- 
tists all  flock  around  him  to  listen 
while  he  conjures  up  visions  of  the 
future?  'In  one  bull  session  with 
Clarke,  we  get  more  ideas  than  many 
companies  get  from  two  years  of  man- 


agement meetings,'  says  a  Hughes 
scientist." 

"General  Electric  and  Westinghousc 
both  have  concluded  that,  even  if  the 
electric-powered  car  becomes  com- 
monplace, there  won't  be  any  real 
money  in  making  batteries  for  them. 
The  reason  is  that  history  shows  that 
when  profit  margins  in  making  an 
auto  component  become  fat,  the  Big 
Three  start  making  it  themselves." 

10  years  ago 

(From  the  ISSUE  OF  Apr.  12,  1982) 
"Bar  codes,  those  mysterious  patches 
of  lines  that  tell  supermarket  clerks 
how  to  ring  up  groceries,  are  coming 
of  age.  The  number  of  stores  using 
Universal  Product  Codes  (their  offi- 
cial name)  has  increased  tenfold  in  the 
last  four  years  (from  562  to  5,228, 
according  to  the  Food  Marketing  In- 
stitute), and  .  .  .  this  month  the  Pen- 
tagon will  begin  asking  its  suppliers  to 
use  them.  .  .  ." 

"When  it  comes  to  drawing  paying 
customers  through  their  gates,  the 
Dodgers  are  in  a  class  by  themselves. 
Barring  earthquake  or  economic  col- 
lapse, Los  Angeles  has  hopes  of  draw- 
ing 3.5  million  customers  this  season, 
which  would  break  the  major  league 
attendance  record.  .  .  ." 

"The  pharaohs  and  the  sultans  cher- 
ished theirs.  King  Solomon  was  re- 
puted to  have  1,000  of  them,  and 
British  aristocrats  spirited  them  out  of 
Araby.  Today,  singer  Kenny  Rogers  is 
spending  $8  million  on  his.  No,  not 
wives.  Arabian  horses.  The  popularity 
of  these  elegant  steeds  has  soared  over 
the  last  few  years  .  .  .  even  in  a  soft 
market  for  most  collectibles."        ^M 


at  an  auction. 
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Let  every  employer  get  this 
into  his  mind:  Production 
resulting  from  long  hours 
worked  unwillingly  cannot 
but  he  less  satisfactory 
than  production  from 
shorter  hours  worked 
willingly.  .  .  .  A  willing, 
cheerful  worker,  with  his 
heart  in  his  job,  will 
turn  out  more  work  and 
more  satisfactory  work  in 
44  hours  a  week  than 
an  unwilling  worker, 
dissatisfied  with  his 
conditions,  will  turn  out 
in  54  hours.  It  is  good 
business,  therefore,  for 
every  employer  to  go  as 
far  as  he  possibly  can  in 
reaching  a  schedule  agree- 
able to  his  people. 


-B.C.  Forbes 


In  television  and  books, 
humans  are  always  threatened 
by  "aliens"  from  outer  space. 
But  can  one  imagine  a  being 
intelligent  enough  to  create 
the  technology  and  method  to 
travel  light  years  to  earth 
being  stupid  enough  to  kill 
the  simple  creatures  that 
it  found  here? 
-Eix;ar  H.  Davis 

The  nature  of  men  is  always 
the  same;  it  is  their  habits 
that  separate  them. 
-Confucius 

Where  it  is  a  duty  to  worship 
the  sun  it  is  pretty  sure  to 
be  a  crime  to  examine  the 
laws  of  heat. 
-John  Mori,ey 

The  chain  of  marriage 
is  so  heavy  that  it 
takes  two  to  bear  it; 
sometimes  three. 
-Alexandre  Dumas  fii.s 


A  Text ... 

If  ye  have  faith  as  a 
grain  of  mustard  seed, 
ye  shall  say  unto  the 
mountain,  Remove  hence 
to  yonder  place;  and  it 
shall  remove;  and  nothing 
shall  be  impossible 
unto  you. 
-Matthew  17:20 


Sent  in  by  Alfred  Rosenberg, 
Brookline,  Mass.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


The  objection  to  Puritans 
is  not  that  they  try  to 
make  us  think  as  they 
do,  but  that  they  try  to 
make  us  do  as  they  think. 
-H.L.  Mencken 

Rich  or  poor,  it's  good 
to  have  money. 
-Sid  Lance 

Civilization  is  the  progress 
of  a  society  towards  privacy. 
The  savage's  whole  existence 
is  public,  ruled  by  the  laws 
of  his  tribe.  Civilization 
is  the  process  of  setting 
man  free  from  men. 
-Ayn  Rand 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3.000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Dancing  is  wonderful 
training  for  girls; 
it's  the  first  place 
you  learn  to  guess  what 
a  man  is  going  to  do 
before  he  does  it. 
-Christopher  Morley 

I  never  expected  to  see 
the  day  when  girls  would 
get  sunburned  in  the 
places  they  now  do. 
-Will  Rogers 

A  race  preserves  its  vigor 
so  long  as  it  harbors  a  real 
contrast  between  what  has 
been  and  what  may  be;  and  so 
long  as  it  is  nerved  by  the 
vigor  to  adventure  beyond 
the  safeties  of  the  past. 
Without  adventure  civilization 
is  in  fiill  decay. 
-Alfred  North  WnrrEHEAD 

Well,  yes,  you  could  say 
we  have  independent  means. 
-John  D.  Rockefeller  III 

The  repressed  memory  is 
like  a  noisy  intruder 
being  thrown  out  of  the 
concert  hall.  You  can 
throw  him  out,  but  he 
will  hang  on  the  door 
and  continue  to  disturb 
the  concert. 
-Dr.  Theodor  Reik 

Advice  is  what  we  ask 
for  when  we  already  know 
the  answer  but  wish 
we  didn't. 
-Erica  Jong 

Remember  the  Three  Princes 
of  Serendip  who  went  out 
looking  for  treasure?  They 
didn't  find  what  they  were 
lcH>king  for,  but  they  kept 
finding  things  just  as 
valuable.  That's  serendipity, 
and  our  business  (dmgs] 
is  full  of  it. 
-George  Merck 
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Rationalizing  Stock  Prices 

By  William  Baldwin 

When  stocks  go  up,  people  find  inge- 
nious explanations  for  why  they 
should  keep  going  up. 

The  500s 

Introduction  190 

The  Forbes  Sales  500  196 

The  Forbes  Profits  500  206 

The  Forbes  Assets  500  235 
The  Forbes  Market  Value  500  248 
The  Forbes  500s— Jobs  And 

Productivity  258 

Ranking  The  Forbes  500s  284 
The  Forbes  500s  On 

Wall  Street  324 
Where  To  Find 

The  Forbes  500s  366 


COMPANIES/INDUSTRIES 
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Minor  League  Baseball 

By  Gretchen  Morgenson 

Why  are  minor  league  franchises  so 

hot?  Good  entrepreneurship. 

Ford  Motor  44 

By  Jerry  Flint 

While  GM  flounders,  Ford  is  clearly 

riding  an  upsurge. 

Mesa  Inc.  48 

By  James  R.  Norman 

How  has  the  self-styled  shareholders' 

friend  done  for  his  shareholders? 

Best  Buy  Co.  52 

By  R.  Lee  Sullivan 

Buyers  of  electronic  equipment  no 

longer  need  a  lot  of  hand  holding. 


Dun  &  Bradstreet  And  IRI  54 

By  Gary  Slutsker 

How  D&B's  A.C.  Nielsen  let  a  scrag- 

gly  upstart  eat  its  beans. 


Minstar 

By  Graham  Button 

Why  isn't  Irwin  Jacobs  worried? 


58 


62 


Bombardier 

By  Rita  Koselka 

A  litde  snowmobile  company  turns 

into  an  aircraft  and  mass  transit  giant. 

U.S.  Postal  Service  82 

By  James  Cook 

When  rates  go  up,  volume  goes  down. 

Tony  Frank  couldn't  change  that. 

Up  &  Comers: 

Broderbund  Software  100 

By  Edward  Giltenan 

Doug  Carlston's  winding  path  from 
Harvard  to  Botswana  to  bestselling 
soft^'are  for  kids. 

Up  &  Comers:  Cracker  Barrel 
Old  Country  Store  102 

By  Toddi  Gutner 

Ever\'thing  is  authentic  except  the 

toilets. 

Up  &  Comers: 

Fiserv  Inc.  104 

By  Chnstophier  Palmen 

Fiser\'  was  built  by  making  other  data 

processing  empires  unnecessar)'. 


Zymol 

By  Jerry  Flint 

Appealing  to  car  wax  buffs. 


126 


Philadelphia  Electric 

By  Manjeet  Knpalani 

It  used  to  be  the  butt  of  jokes. 

Not  now. 


132 


Survivors 

By  Jason  Zweig 

Fifi^'  U.S.  firms  that- 

seem  eternal. 


134 


-so  far,  at  least- 
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Modine  Manufacturing 

By  Matt  Rees 

An  old-fashioned  midwestem  compa 

ny  with  newfangled  technology-. 
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Porsche 

By  Diana  Fong 

Both  VW  and  Mercedes-Benz 

after  the  litde  automaker. 


43 
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Japanese  Business  Crunch 

By  Andrew  Tanzer  witti  Peter  Fuhrman 
When  credit  was  cheap  and  easy  to 
get,  businesses  went  on  a  spending 
binge.  Please  pass  the  aspirin. 

Japanese  Retailing  78 

By  Gale  Eisenstodt 

Some  bad  news  for  the  Ginza's  old- 
line  depvirtment  stores. 

Carlo  De  Benedetti  1 10 

By  Paul  Klebnikov 

The  man  from  Olivetti  is  a  fallen  hero, 

but  don't  count  him  out. 

Portugal  116 

By  Richard  C.  Morais 

Cobblestone  streets  and  donkeys  give 

wav  to  economic  growth. 
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MONEY  &  INVESTING 


The  Money  Men: 

Masten  Oif  Deployment  106 

By  Tai'5^5  "C-SC"  '5 

In  an  expensive  market,  Mason  Haw- 
kins still  finds  bargains. 

Biotechnology  151 

By  Richara  Phaior 

Biotech  and  health  stocks  are  off  1 5% 
to  40%  from  their  peaks.  Bming  op- 
portunitv  ?  Far  from  it. 

The  Funds: 

The  Indexing  Conundrum  402 

By  Suzanne  Oliver 

Which  investors  should  forget  about 

trying  to  beat  the  market? 

Statistical  Spotlight: 
Competitiveness  405 

ByS:r.r'  :-- 

These  U.S.  companies  invest  in  their 

fritures. 

The  Forbes  Index  36 
The  Forbes/Barra 

Wall  Street  Review  399 

What  The  Analysts  Think  400 

Streetwalker  418 

The  stock  market;  Molex;  Vulcan  Ma- 
terials; Nashua;  Adanta  Gas  Light. 


LAW  AND  ISSUES 
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The  Market  For  Water 

By  LeS'eSpe'ce'- 

What  happens  when  planners  tr\'  to 

replace  market  forces. 

0£E5hore  Trusts  80 

By  Graham  Button 

Can  they  protect  your  assets  from 

litigation? 


On  The  Docket: 
Pension  Funding 


96 
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The  1997  side-impact 

standard  could 
save  hundreds  of  lives 

every  year. 
Which  is  why  these 
cars  meet  it  in  1992. 


Side-impact  crashes  are  esti- 
mated to  cause  24,000  serious 
injuries  and  almost  30  percent 
of  all  American  automotive 
fatalities  every  year. 

According  to  the  U.S. 
Department  of  Transporta- 
tion, more  stringent  side- 
impact  measures  applied  to 
all  new  cars  could  reduce 
that  toll  —  by  hundreds  of 
lives  annually. 


Which  is  why  the  federal 
government's  new  dynamic 
side-impact  standard  will 
require  all  new  cars  to  meet 
just  such  a  standard  by  1997 
at  the  latest. 

Based  on  preliminary 
Mercedes-Benz  tests,  the  cars 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


you  see  at  left  substantially 
meet  it  today. 

Mercedes-Benz  has  been 
working  hard  for  over  forty 
years  to  anticipate  and  ad- 
dress the  safety  needs  of  mod- 
ern driving  life.  And  will 
continue  doing  so — into  1997 
and  bevond. 

For  more  information  on 
Mercedes-Benz  safety,  call 
1-800-243-9292  anytime. 
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with  more  complete  information,  including  management  and  12b-l  fees  and 
expenses,  and  please  be  sure  to  read  it  carefully  before  you  invest. 

The  Selected  Funds.  Todays  simple  way  to  invest. 
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■■    PAID  CIRCULATION 
OVER  735,000 


The  500s 

No  SURPRISE  THAT  COMBINED  EARNINGS  on  the  Forbes  Profits  500 
were  off  9. 5%  last  year,  the  third  consecutive  annual  decline  for  this 
key  big  company  measure.  But  a  good  part  of  the  1991  decline, 
report  Steve  Kichen  and  Donald  Popp,  who  supervise  our  500s,  was 
attributable  to  writeoffs  rather  than  to  lower  operating  profits. 

What  does  this  mean?  To  the  extent  that  the  writeoffs  represent  a 
recognition  of  old  mistakes — things  like  overvalued  inventory  and 
capitalized  costs  that  will  never  be  recovered — the  writeoffs  suggest 
that  the  companies  simply  overstated  past  profits.  However,  a  good 
part  of  the  1991  writeoffs  involved  setting  up  reserves  for  employee 
termination  and  plant  closings,  charges  that  clear  the  books  for  lower 
operating  costs  in  the  future.  All  of  which  helps  explain  why  Wall 
Street  has  often  reacted  favorably  to  even  massive  writeoffs. 

Since  we  measure  companies  on  four  scales — sales,  profits,  assets 
and  market  value — not  everv'  company  qualifies  on  even'  score. 
Thus,  in  all,  790  companies  are  ranked  in  one  or  more  of  the  lists. 

The  biggest  surprise.^  Despite  all  the  talk  of  corporate  downsizing, 
layoffs  and  the  recession,  the  Forbes  500s  actually  added  a  few 
workers  in  1991.  Total  employment  for  the  500s  at  vear-end: 
20,766,000,  up  a  trifle  less  tlian  1%. 

Rationalizing  tiie  ii*rational 

Reproduced  here  is  our  covtr  of  May  4,  1987.  The  article  by 
Gretchen  Morgenson  did  not,  of  course,  predict  the  crash  of  that 
October,  but  while  we  don't  claim  we  saw  the  disaster  looming,  we 
certainly  did  alert  readers  in  a  timely  fashion  to  some  largely 
overlooked  signs  of  an  im- 
pending top. 

In  "The  crazy  things  peo- 
ple say  to  rationalize  stock 
prices,"  in  this  issue,  page 
140,  William  Baldwin  asks 
some  similar  questions  about 
today's  stock  market.  He  re- 
minds readers  that  a  rising 
market  carries  its  own  opti- 
mistic rationalizations,  just 
as  a  falling  stock  market  pro- 
vides its  own  negatives.  No, 
he's  not  predicting  another 
crash;  as  Baldwin  says,  the 
market  could  as  well  turn 
sluggish  as  collapse.  But  ei- 
ther way,  money  market 
funds,  even  with  their  thin 
yields,  might  turn  out  to  be 
as  good  investments  as  equi- 
ties, and  a  good  deal  safer  over  the  next  few  years. 

Doesn't  all  that  cost-cutting,  as  reflected  in  the  big  writeotft 
mentioned  above,  suggest  better  times  for  corporate  earnings?  Yes, 
but  just  remember  this:  At  close  to  3300  t>n  the  nji,  the  stock  market 
has  already  capitalized  a  substantial  reco\cr\-  in  cor^x>rate  earnings. 
So  there's  not  much  room  for  disappointment  or  unexpected  shocks. 
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Quite  often,  business 
guests  who  stay  at  The  Fairmont 
are  surprised  to  find  that  such 
a  stately  hotel  can  make  them 
feel  as  comfortable  as  they  do 
in  their  own  home. 

True,  your  current 
residence  might  not  boast  a 


The  1  airniont  HotcK'  tradition  began  ncarls  a  ccntiin  ayo  in  San  I  r 


We  also  think  you'll  be 
pleased  with  a  complimentary 
membership  in  The  President's 
Club.  Upon  joining,  and  with 
each  subsequent  stay  at  a 
qualifying  rate,  you'll  receive 
benefits  such  as  suite  upgrades, 
guaranteed  room  reservations 


It  looks  a  lot  like  Buckingham  Palace 
and  feels  a  lot  like  your  living  room. 


palatially  appointed  lobby  with  a  world-class  art  collection, 
or  played  host  to  such  luminaries  as  FDR  and  Mikhail  Gorbachev. 
And  your  household  might  not  employ  an  attentive  staff  that 

*|j    outnumbers  your 
guests,  and 
dutiftilly  responds 
to  your  every 
request  without 
hesitation.  Don't 
worn,,  though. 
Because  before  long  you'll  grow  quite  accustomed  to  asking  lor 
exactly  what  you  want  —  and  actually  getting  it. 


(with  48  hours  notice),  and  amenities  designed  with  your 
comfort  in  mind. 


It  is  always  a  curiosity  to  us  that 
Mj^    there  remains  a  portion  of  business 
travelers  who  resist  the  charms  of  The  Fairmont.  They 
continue  to  stay  in  bland  generic  hotel  chains  even  when  rates 
are  comparable.  We  admit  that  from  the  outside 
The  Fairmont  may  seem  too  elite  for  some. 
Yet  therein  lies  the  benefits  ol  being 
on  the  inside.  For  reservations, 
please  call  your  travel  agent  or 
The  Fairmont  at  1-800-527-4727. 
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Chicago 

n63 


Dallas 
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NewOrleans 
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San  Francisco 
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San  Jose/Silicon  Vai  ley 
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President's  Club  benefits  Apply  't  the  published  Njitinnil  Corporate  or  Weekday  Weekend  Kack  Rates.  Rates  subfect  (o  availability.  Ni>t  applicable  tn  gmufn  or  convrnhuns.  lu  naU  incluHcfl. 
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The  doctor  is  in 

Forbes  was  the  first  to  diagnose  the 
risk  at  T2  Medical  (Apr.  15,  1991). 
Thomas  Haire  built  Georgia-based 
T2  into  the  fastest- growing  provider 
of  at-home  intravenous  medication 
by  getting  doctors  to  go  into  partner- 
ship with  T2  in  opening  infusion  ther- 
apy centers,  to  which  they  then  re- 
ferred patients. 

Haire  then  created  a  second  com- 
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T2  Medical's  Thomas  Haire 

The  pathology  of  conflicts  of  interest. 


pany.  Radiation  Care  Inc.,  a  chain  of 
radiation  therapy  centers  for  cancer 
patients.  Last  year  he  sold  stock  in 
Radiation  Care  at  $1  to  $2  a  share  to 
doctors  who  would  refer  patients  for 
radiation  treatment. 

Haire  then  took  Radiation  Care 
public  in  February  at  $8  a  share.  The 
stock  quickly  climbed  to  16V'2,  but  last 
month  a  Ba.rron's2iVX\c\c  about  Radia- 
tion Care's  referral  policy  sent  the 
stock  tumbling  to  IIV2. 

Forbes  has  learned  that  the  Inspec- 
tor General  of  the  U.S.  Department 
of  Health  &  Human  Semces  is  inves- 
tigating Radiation  Care  for  possible 
violations  of  antikickback  provisions 
in  Medicare  and  Medicaid  law.  The 
company,  whose  lawyer  denies  that 
there  is  an  investigation,  gets  30%  of 
its  revenues  from  Medicare. 

Health  &  Human  Services  regula 
tions   allow   referring   physicians   to 
own  shares  in  public  companies  only 
on  the  same  terms  as  the  general 
public.  Rut  according  to  some  d(K 
tors   who   compete   with    R^idiation 
Care's  centers,  Haire  selected  physi 
cian  stockholders  based  on  their  abili 
\y  to  refer  patients.  These  doctors  say 
that  last  spring  Haire  sold  Radiation 


Care  stock  to  physicians  in  Virginia, 
where  he  was  about  to  open  a  facility. 
Cancer  specialists  could  buy  up  to 
10,000  shares  at  SI  each.  General 
surgeons,  who  refer  fewer  patients, 
were  offered  5,000  shares  each  at  SI . 
Doctors  who  don't  refer  cancer  pa- 
tients were  generally  offered  no 
shares.  The  company  told  the  fortu- 
nate new  investors  the  firm  would  go 
public  at  an  anticipated  price  of  S8. 
The  company  denies  the  allegations. 
Radiation  Care's  problems 
knocked  T2  Medical's  stock  from  50 
in  mid-March  to  a  recent  41.  Joseph 
Allegra,  T2's  president,  was  luck\'.  In 
February  Allegra  sold  200,000  of  his 
T2  shares  at  prices  ranging  from  45 

to  60.  -ROULA  KlL\LAF 


Rotten  meat 

"Steaks,  siocvs — what's  the  differ- 
ence?" asked  Forbes  about  Jordan 
Belfort's  upstart  penny- stock  firm, 
Stratton  Oakmont,  Inc.  (Oct.  14, 
1991).  And  now  the  Securities  & 
Exchange  Commission  is  asking 
questions. 

Belfort,  29,  is  a  former  meat  sales- 
man who  built  Stratton  Oakmont 
into  a  classic  boiler-room  stock  bro- 
kerage. Stratton's  brokers,  urged  to 
be  "phone  terrorists,"  each  cold- 
called  up  to  400  prospective  custom- 
ers a  day,  according  to  an  SEC  com- 
plaint. Last  month,  in  federal  court  in 
Manhattan,  the  sec  charged  Belfort, 
his  firm  and  several  associates  with 
securities  fraud  and  coercive  sales  tac- 
tics. Among  the  stocks  the  SEC's  com- 
plaint says  Stratton  manipulated  is 
Nova  Capital.  Nova  (since  renamed 
Visual  Equities)  is  an  art  investment 
outfit  controlled  bv  Alvin  Abrams, 


Stratton  Oakmont's 
Jordan  Belfort 
The  feds  have  a 
beef  with  him. 
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Introducing  our  all-new  Suburban.  A  luxury  wagon  so  powerful  it  can  tow  some  of  your  biggest  trailers  and  boats,  so  accommodating  it 
can  carry  up  to  nine  passengers  plus  luggage.  And.  for  1992.  every  commanding  inch  and  ounce  has  been  redesigned.  To  gi\'e  you  even 


Introducing  A  Truck  GcMPANYS  IraA 
Of  The  Perfect  Way  To  Travel 


more  of  the  extraordinary  comforts  and  capabilities  of  which  the        But  the  full  appreciation  of  Suburban's  newness  comes  from 
Detroit  News  said:  "A  better  blend  of  utility,  comfort,  safety  and     behind  the  whed.  Reporting  on  Suburban's  new  longer  wbedbase. 


style. . . is  difficult  to  imagine." 

For  example.  Suburban  now  tows  up  to  five  tons." 
New  aerodynamics  virtually  eliminate  wind  noise. 
There's  less  bulk  outside,  yet  more  legroom.  width  and 
cargo  space  inside.  Third-seat  passengers  have  the  com- 
fort of  their  own  recessed  footwell  and  separate  avail- 
able  climate  control  system.  And  in  an  age  that 
inaeasingly  sees  six  cylinders  as  sufficient,  GMC 
Suburban  gives  you  the  assurance  of  standard  5.7  liter 
or  available  7.4  liter  V8  power.  Plus  the  advanced  safety 
and  control  of  standard  4-wheel  antilock  brakes. 
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lower  stance  and  new  suspension.  Trailer  Life  wrote  "A 
very  smooth,  controlled  boulevard  ride.  We  found 
steering  charaaeristics  irr^xDSSible  to  fault. .  .requiring 
little  more  than  a  two-finger  effort  on  the  steering 
wheel."  Driving  accolades  all  the  more  impressive  when 
you  consider  the  editors  were  towing  a  27-foot  travel 
trailer  at  the  time. 

For  more  Suburban  information,  call  1-800^9- 
462 1 .  Better  yet.  inspect  one  at  your  GMC  Truck  dealer. 
We  think  you'll  find  90  years  of  GMC  Truck  experioKe 
make  our  new  Suburban  the  only  way  to  travel. 


'  Properly  equipped  including 
passengers,  cargo  and  trailer 

GMC.  GMC  Truck  and  Suburban  are 
tegistCTcd  tradmurks  of  Gmetal  Motois  Coq; 
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Time  out. 

What  better  place  than 
this  gentic  Atlantic 
island?  Begin  the  day 
with  breakfast  by  the 
sea.  Or  golf  the  chal- 
lenges of  antebellum 
Retreat  Plantation.  Try 
a  lesson  with  Hall-of- 
Famer  Louise  Suggs  or 
Golf  Digest  pros. 

Explore  a  world  of 
activity-  for  every  age. 
Measure  miles  of  private 
beach,  championship  ten- 
nis and  skeet.  Retreat  to 
the  spa  and  beach  club. 

Our  world.  Your  pace. 
The  Cloister,*  Sea  Island, 
Georgia  31561.  Ever  so 
close:  800-SEA-ISLAnd. 
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THE  CLOISTER  •" 

Family  Festival,  July  5  -  Sept.  7 
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The  people  who  wrote  the  card  on 

organizing  have  now  written  the 

book.  Introducing  the  Rolodex* 

Personal  Organizer.  The  first  end 

only  organizer  with  Post-it™  brond 

Notes.  And  accessories  that  tot  you ^B 

customize.  Available  wherever         ^^k 

office  products  Qt9  sold.  ^H 
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head  of  penny-stock  underwriter  First 
Philadelphia  Corp.;  Abrams  has  fre- 
quendy  been  censured  and  fined  by 
the  SEC  and  the  National  Association 
of  Securities  Dealers.  The  SEC  says 
Belfort  and  crew  made  SI  1  million  on 
wormy  Nova  Capital  alone. 

All  told,  says  the  SEC,  Stratton 
earned  S51  million  from  June  1989 
through  June  1991.  Belfort  alone 
raked  in  more  than  $9  million.  The 
SEC  is  seeking  an  injunction  against 
Stratton,  Belfort  and  his  associates. 
The  agency  also  wants  them  to  dis- 
gorge ill-gotten  gains  of  at  least  Sll 
million,  plus  penalties.  The  company 
denies  the  allegations;  a  trial  is  set  for 
September.  And  criminal  charges  may 
be  filed.  -Amy  Feldman 


Reality  check 

In  late  January,  Autodesk,  Inc.'s 
chairman,  Alvar  Green,  indicated  the 
software  company's  earnings  in  the 
fiscal  year  ended  Jan.  31  would  be  flat. 
The  next  day  the  stock  was  pounded 
down  6^4,  to  28V4. 

Oops.  Two  years  ago  {¥eh.  5, 1990) 
Forbes  praised  the  Sausalito,  Calif, 
firm's    work    on    "xirtual    reality," 


Autodesk  Chairman  Alvar  Green 
A  dose  of  reality. 


which  gives  users  the  illusion  of  being 
present  in  a  three  dimensional  space 
generated  by  computer.  Autodesk, 
then  trading  in  the  low  40s,  surged 
to  over  62  in  June  1991 — six  times 
revenues  per  share.  A  correction  was 
inevitable. 

The  company  now  seems  back  on 
its  growth  track.  The  firm  says  it  will 
ship  a  record  25  new  pnxiucts  this 
year.  The  stcKk,  meanw  hile,  is  back  up 
to  a  recent  31%. 

-Danid  Churbuck  hi 

Forbes  ■  April  27,  1992 
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CA\  EAT:  This  is  only  effective  if  you  are  over  age  60.  worih  over  S3  million,  have  excess  funds,  and  can  qualif\. 
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Barry  Kaye, 

author  of 

Save  a  Fortune  on 

Your  Estate  Taxes 


Wealth  Creation  Centers^ 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVENUE  OF  THE  STARS,  SUITE  500  LOS  ANGELES,  CA  90067 
310-277-9400  FAX:  310-282-0775 

*  Based  on  current  assumptions  ©1992  Wealth  Creation  Centers 


Available  in  bookctore*. 


ISAVEA 
FOBITJNE 
ON  YOUR 
E9EAIE 

TAXES 

IjABTUS 

"Much  useful 
advice  from  a 
pro."-  Forbej 


FORBES  INFORMER 


Migs,  anyone?  T-72  tanks? 

The  generals  who  inherited  com- 
mand of  the  new  Commonwealth  of 
Independent  States'  armed  forces  are 
trying  to  raise  hard  currency  by  selling 
surplus  aircraft,  submarines,  field  ar- 
tillery and  tanks.  In  May  the  Russians 
plan  to  hold  a  sale  at  Spain's  Reus  Air 
Base,  southwest  of  Barcelona. 

There  have  been  few  takers  to  date 
for  surplus  Soviet  equipment — the 
prospects  for  replacement  parts  and 
after-sales  servicing  have  probably 
cooled  interest.  To  raise  the  tempera- 
ture, the  Russian  brass  has  been  cut- 
ting prices — hard.  Older  Mig-21 
fighters  were  going  for  $100,000 
apiece  last  summer;  now  they  are 
reportedly  changing  hands  for  under 
$20,000  (cash).  Top  model  on  offer  is 
the  Mig-29 — the  Soviet  equivalent  of 
the  U.S.  Air  Force's  $16  million  F- 
I6C— for  an  incredibly  low  $1 00,000 
(spare  parts  extra),  according  to  the 
U.S.  Naval  Institute's  Proceedings. 

Is  there  a  tank  in  your  future  I*  A 
Model  T-72  can  be  had  for  around 
$30,000.  And  for  countries  short  of 
electrical  power,  the  former  Soviets 
will  lease  idle  nuclear-powered  sub- 
marines as  floating  power  stations. 
-Peter  Fuhrman 

Ted's  fonda  buffalo,  too 

Are  cable  tv  billionaire  Ted  Turner 
and  his  actress  bride,  lane  Fonda, 
looking  for  a  new  spread  out  West? 
Turner  already  owns  the  115,000- 
acre  Flying  D  Ranch  in  Montana,  and 
may  soon  become  part  owner  of  New 
Mexico's  fabled  Gray  Ranch.  At  502 
square  miles,  it's  roughly  half  the  size 
of  Rhode  Island.  Situated  in  the  sta- 
te's southwestern  "boot  heel,"  with 
over  20  miles  of  common  border  with 
Mexico,  Gray  is  supcrrich  in  animal 
and  plant  life.  It  belongs  to  the  Nature 
Conservancy,  a  Washington-based 
nonprofit  organization  run  by  John 
Sawhill,  deputy  secretary  of  the  Finer 
gy  Department  under  President  Nix 
on.  The  spread  was  acquired  from 
Mexican  tycoon  Pablo  Brencr  in 
1990  for  an  estimated  $18  million. 

The  (yonservancy  vsants  to  raise 
cash  to  offset  its  deficit  on  the  Gray 
Ranch.  A  spokesman  tor  the  organi 
zation  confirmed  talks  with  Turner, 
among  others,  about  a  possible  part 
nership    through    vvhicli    the    ranch 


Ted  Turner  in  Montana 

A  home  where  the  buffalo  roam? 


could  be  managed  both  to  preserve 
its  ecological  integrity  and  to  contin- 
ue some  commercial  grazing  opera- 
tions. One  concern  is  that  Turner  has 
talked  of  putting  a  herd  of  bison 
there,  which  would  threaten  to  over- 
graze Gray  Ranch's  vast  grasslands. 
Turner  raises  buffalo  on  his  Flying  D 
in  Montana  and  reportedly  sees  a 
grov^ng  market  for  buffalo  meat. 
Turner  and  Fonda  have  visited  the 
Gray  Ranch  several  times. 

-Thomas  Jaffe 

Alms  for  Uncle  Sam 

Leaving  money  to  charity  is  old  hat. 
Why  not  instead  leave  some  to  help 
pay  down  the  $3.8  trillion  U.S.  nation- 
al debt?  Prudential  Insurance  may 
soon  have  a  way.  Late  last  year  the  Pru 
launched  Charity  Plus — basically  a 
companion  policy  to  most  of  its  life 
insurance  policies — the  beneficiary  of 
which  is  a  charity.  Now  the  Pru  is 
receiving  inquiries  about  a  policy 
whose  beneficiary  would  be  the  U.S. 
Treasury,  which  would  apply  the  death 
benefit  to  paying  down  the  country's 
debt.  "We  have  our  legal  department 
looking  into  it  right  now,"  confirms 
Prudential  President  Ron  Barbaro. 

Washington  already  has  the  special 
Public  Debt  Reduction  Fund.  Run  by 
the  Bureau  of  the  Public  Debt,  this 
fimd  is  used  to  collect  contributions 
(ihey  are  tax  deductible)  and  throw 
them  against  the  national  debt.  Guess 
what?  rhe  fund  has  had  a  mininish  of 
contributions     lately — from     check 
bouncing  congressmen  Ux^king  for  a 
way  to  salve  their  guilt>'  consciences. 
-Carolyn  T.  Gfer 


Bridge  bonds  under  water? 

Texas  state  auditors  are  warning  that 
Houston's  Jesse  H.  Jones  Memorial 
Bridge  is  headed  underwater — finan- 
cially, that  is.  That's  hardly  a  fitting 
tribute  to  the  famed  Houston  finan- 
cier for  whom  the  span  is  named. 
Jones  saved  the  local  banks  during  the 
Depression,  headed  Franklin  Roose- 
velt's Reconstruction  Finance  Corp. 
and  died  very  rich  in  1956. 

Jones'  memorial  is  a  four-lane,  2- 
mile-long  toll  bridge  about  13  miles 
east  of  downtown  Houston.  At  SI  .50 
per  passenger  car  each  way,  it  com- 
petes with  four  toll-free  crossings 
within  9  miles.  The  bridge's  timing 
was  terrible,  too:  It  opened  in  May 
1982  as  oil  prices — and  much  of  the 
local  economy — were  crashing.  Only 
16,000  vehicles  use  it  daily,  a  mere 
28%  of  the  original  estimate. 

Also  known  as  the  Houston  Ship 
Channel  Bridge,  the  span  has  never 
really  covered  the  $  1 02  million  of  tax- 
free  bonds  used  to  build  it.  To  shore 
up  the  financially  sinking  bridge,  in 
1985  its  owner,  the  Texas  Turnpike 
Authority,  sold  $28  million  of  de- 
ferred-payment junk  bonds  yielding  a 
rich  12y8%  tax-fi-ee.  As  things  now 
stand,  the  first  cash  payment  on  this 
second  issue,  due  in  1996,  will  be 
missed.  So  to  buy  still  more  time,  the 
authority  is  mulling  a  refinancing  plan 
that  in  effect  would  raise  yet  another 
$80  million  of  junk  bonds. 

From  wherever  he  now  is,  Jesse 
Jones  seems  to  be  looking  out  for 
those  he  cares  about.  Houston  En- 
dowment Inc.,  the  charitable  founda- 
tion he  created,  has  a  $700  million 
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portfolio  that  doesn't  own  a  single 
one  of  the  bridge's  bonds. 

-VViLLL\M  P.  Barrett 


Madison  Avenue  polish 

At  i.h.\st  halta  million  people  recently 
marched  in  Washington  in  supp>ort  of 
abortion  rights.  But  the  opposition 
has  also  been  busy.  Two  new  anti- 
abortion  commercials  now  running 
on  cable  T\'  are  winning  grudging 
admiration  for  their  efficac\  even 
from  pro-abortion  forces.  "Life. 
What  a  bcautiftil  choice,"  say  the 
commercials. 

The  multimillion-dollar  campaign 
is  frinded  by  the  Arthur  S.  DeMoss 
Foundation,  created  by  a  Pennsylva- 
nia insurance  magnate  of  the  same 
name.  The  operating  brains  behind 
the  effort  include  Richard  Winhlin, 
Ronald  Reagan's  pollster,  and  ex- 
Reagan  f>olic>  ad\iser  Lyn  Xofziger. 
The  polish  on  the  spots  comes  from 
Madison  Avenue  wizard  Philip  Du- 
senbern ,  the  creative  head  of  ad  agen- 
cy BBDO  Worldwide.  Dusenbern' 
stresses  he  is  doing  the  project  on  his 
own  time.  -Josh LA  Levine 

Is  home  where  the  home  is? 

The  Office  of  Thrift  Supervision  has 
announced  plans  to  sell  HomeFed 
Bank,  the  troubled  sa\ings  and  loan 
that  w  as  sunk  by,  among  other  things, 
a  mountain  of  bad  real  estate  loans. 
One  small  but  curious  real  estate  deal 
that  has  come  to  light  involves  Home- 
Fed's  boss,  Thomas  Wageman. 

When  the  Dallas  banker  agreed  to 
become  chief  executive  of  SI  3.9  bil- 
lion (assets)  HomeFed  Corp.,  the 
s&l's  San  Diego-based  parent,  last 
July,  the  company  agreed  to  bu\  Wa- 
geman's  Dallas  home  for  a  reported 
$636,000.  The  deal  was  approved  by 
federal  regulators,  and  Wageman 
promptly  bought  another  house.  In 
San  Diego?  No,  back  in  Dallas.  He 
and  his  wife  are  only  renting  in  Cali- 
fornia. One  implication  is  that  Wage- 
man  wasn't  planning  on  staging  long. 

HomeFed  lost  5808  million  last 
year — including  a  reponed  S20,000 
on  selling  Wageman's  old  house.  ( It 
won't  confirm  that  figure.)  But  he's 
okay.  Last  year  he  made  S650,000, 
excluding  his  gain  on  selling  his 
home.         -Thonlvs  Bancroft  WM 
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You  always  come  back  to  the  basics:  JfJ^ 
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READERS  SAY 


Wanna  bet? 

Sir:  Re  "Bush  by  several  lengths" 
(Mar.  16).  \  wonder  what  odds  Her 
Majesty's  bookies,  the  blokes  at  Lad- 
brokes,  would  have  given  to  the  prob- 
ability of  a  1990  tax  increase  after  the 
"read  my  lips"  pledge  to  the  contrary. 
A  housecleaning  is  coming  in  Novem- 
ber, and  it's  going  to  start  at  both 
ends  of  Pennsylvania  Avenue. 
-Paul  Farris 
Stuttgart,  Germany 

Read  his  lips 

Sir:  Re  "Far-out — but  definitely  un- 
flaky — tax  idea"  (Fact  and  Comment, 
Mar.  30).  The  Brown  you  hear  on  the 
campaign  trail  today  is  not  the  real 
Jerry  Brown.  Any  Califomian  who 
survived  the  Jerry  Brown  California 
governorship  will  tell  you  that  the  real 
Jerry  Brown  taxed  California  almost 
bankrupt. 
-James  P.  Ashby 
Palos  Verdes  Estates,  Calif. 

Sir:  The  flat  tax  proposal  is  not  a  Jerry 
Brown  original.  On  Oct.  20,  1975, 
before  the  44th  International  Confer- 
ence of  the  Financial  Executives  Insti- 
tute in  New  Orleans,  Walter  Wriston, 
then  chairman  of  Citicorp,  delivered 
an  address  entided  "The  ultimate 
loophole — spend  your  own  money." 
The  subject — a  flat  tax. 
-William  A.  Goldsmith 
Rancho  Santa  Fe,  Calif. 

Seniors  strike  back 

Sir:  As  a  "highly  compensated  em- 
ployee" and  an  "older  American," 
the  "Down,  up  and  down  again" 
article  in  Follow-Through  (Mar.  30) 
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really  upset  me.  The  point  was  made 
that  advertisers  who  spend  money  on 
such  shows  as  Roseanne  do  so  because 
the  "older  Americans"  who  tend  to 
watch  Matlock  and  In  the  Heat  of  the 
Night  are  not  "as  loose  with  a  buck" 
as  the  younger  people.  These  adver- 
tisers deserve  to  see  just  what  those 
"older  Americans"  can  do  when  they 
withhold  their  bucks. 
-John  P.  O 'Master 
Beltspille,  Md. 

The  other  culprits 

Sir:  Re  "Jap  bashing/Yank  bashing" 
(Fact  and  Comment,  Mar.  16).  I 
agree  with  your  statement  "Where 
there  is  a  problem  with  our  labor,  bad 
management  is  usually  the  villain." 
However,  it  appears  your  meaning  of 
management  is  restricted  to  compa- 
ny management.  You  overlook  how 
bad  management  in  unions  and  gov- 
ernment contributes  to  our  labor 
and  productivity  problems. 
-Milton  E.  Ballard 
Tucson,  Ariz. 

To  the  good  life 

Sir:  Re  "A  very  expensive  vacation" 
(Mar.  30).  We  would  debate  the  actu- 
al level  of  enjoyment  achieved  fi-om 
buying  Treasury  bonds  compared 
with  a  well-chosen  holiday  home. 
-Pierre  Follari 
Chairm.an 

Portugal  Properties  Limited 
New  York,  N.T. 

Field  of  vision 

Sir:  "Power  eyewear"  (Mar.  30)  sur- 
prised me  because  there  is  no  mention 


of  two  of  the  most  status-laden  specs: 
lorgnette  and  monocle. 

P.S.  Let's  not  forget  the  pince-nez! 
-Spencer  Howell 
Silver  Spring,  Md. 
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Sir:  Words  of  caution  about  seamless 
bifocals:  Their  field  of  near  vision  is 
narrow  laterally,  making  them  a  poor 
choice  for  people  who  read  material 
requiring  scarming  more  than  one 
narrow  column  at  a  time. 
-Robert  D.  Gillette 
Poland,  Ohio 

The  wise  ones 

Sir:  a  case  can  be  made  for  reducing 
or  eliminating  the  indexing  of  Social 
Security  without  insulting  the  elderly 
(What's  ahead  for  business,  Mar.  30). 
A  start  might  be  made  by  making  such 
payments  ftilly  taxable. 
-George  P.  Tait 
Nokomis,  Fla. 

Sir:  The  "wrinklies" — what  a  clever 
and  unique  name  for  us  seniors! 
-Bill  Frantz 
"Class"  of  1921 
Orange,  Calif. 

Closed-ends 

Sir:  In  "Sell  signal"  (Mar.  30)  there's 
an  assertion  that  holding  closed-end 
fijnds    with    narrow    discounts    "is 
dowTiright  dangerous."  Closed-end- 
fiind  investing  is  a  way  to  reduce 
market  risks.  Long-term  investors  in 
these  fiinds  should  not  tn-  to  rime 
markets  by  selling;  the  best  returns  are 
obtained  by  long-term  accumulation 
and  reinvestment  of  diudcnds. 
-George  Cole  Scott 
Editor  and  Publisfjcr 
The  Scott  Letter:  Closed  End  Fund 

Report 
Fredericksburg,  Va. 

A  lukewarm  melting  pot 

Sir:  Having  been  in  this  countn  for 
2S  vcars,  I  can  say  that  1  am  accultur- 
atcd  and  not  assimilated.  Accultura- 
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Don  is  the  process  whereby  a  minority 
or  immigrant  group  adopts  some  of 
the  characteristics  of  another  culture 
without  replacing  their  own  ("The 
fracturing  of  America,"  Mar.  30). 
-J.  Alex  Gomez 
Senior  Account  Executive 
Muse  Cordero  Chen,  Inc. 
Los  Angeles,  Calif. 

Muddling  thiwugh 

Sir:  Re  "Blimey!  cpas"  (Mar.  16).  As 
a  local  government  tax  administrator, 
we  are  a  creditor  in  many  bankruptcy 
proceedings.  I  never  cease  to  be 
amazed  that  our  justice  system  allows 
such  petty  legal  wrangling,  which  in- 
evitably enriches  the  coffers  of  a  bri- 
gade of  attorneys  at  the  expense  of 
stockholders  and  the  pubHc. 
-Paul  J.  Forte 

Deputy  Treasurer  for  Compliance 
Office  of  County  Treasurer 
Arlington,  Va. 

Teaching  an  old  bear 

Sir:  It  strikes  me  that  having  the  U.S. 
help  Russia  in  implementing  minimal 
bureaucratic  interference  may  be  a  lot 
like  asking  a  moron  to  teach  Ein- 
stein's Theory  of  Relativity  ("And 
kicking  Russia  when  it's  down,"  Fact 
and  Comment,  Mar.  30). 
-Robert  B.  Meredith 
Mill  Valley,  Calif. 

Supply  and  demand 

Sir:  Mr.  Rudedge  writes,  "Putting 
home  prices  back  on  an  even  keel  is 
the  single  most  important  issue  in 
breaking  the  credit  crunch"  ("Whis- 
key or  rotgut?"  Mar.  2).  Is  this  possi- 
ble? The  last  of  the  baby  boomers 
have  turned  30.  Retirees  will  increase 
in  numbers  every  year.  This  adds  up  to 
less  demand  and  more  supply.  Prices 
go  down.  Period. 
-William  D.  Boye 
Gladstone,  N.J. 

Farm  exports 

Sir:  You  forgot  to  mention  agricul- 
ture ("The  world's  most  competitive 
economy,"  Mar.  30).  Please  don't 
forget  the  country  folks. 
-DwiCHT  Seaton 
Ash  Grove,  Mo. 
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Do  your  assets  belong  at  J.n.Morjjaiiy 

For  more  than  150  years,  we  liave 
|)roleclecl  and  li<'l|)e(l  to  grow  the  wealtli 
and  holdings  of  privately  held  companies 
and  individnals  who  demand  the  level  of 
trust  found  at  J.  R  Morgan. 

The  security  of  our  clients'  assets  is 
supported  by  the  integrity  of  our  people, 
the  quality  of  our  advice,  and  the  capital 
strength  of  our  firm. 


^g 


For  information  on  private  bankin< 

for  assets  of  $5  million  oi-  more,  contact 

Richard  B.  Jones,  Vice  President, 

J.P  Morgan  California,  at  (213)489-9354. 

Private  Banking  in  California 


J  P  Morgan 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

||    By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


ROBERTA  LAIDLAW  FORBES 
1924-1992 


My  brothers,  sister  and  I  were  blessed  with  two 
extraordinary  parents.  The  adventures  and  achieve- 
ments of  our  father  are  still  well  known.  His  energ)', 
imagination,  generosity'  and  love  of  life  were  frequent- 
ly documented  during  his  lifetime  and  were  recounted 
fondly  when  he  died  two 
years  ago.  He  led  a  very  " 
public  life. 

Mother  was  a  warm,  gra- 
cious but  very  private  per- 
son. She  firmly  believed 
what  her  mother  believed — 
that  your  name  should  ap- 
pear in  the  newspapers  only 
three  times:  when  you're 
born,  when  you  marry  and 
when  you  die. 

From  Pop  we  learned 
the  excitement  of  daring  to 
try  the  unusual  and  doing 
so  in  front  of  others,  where 
your  success  or  failure  would  be  there  for  all  to  see.  But 
from  Mother  we  learned  a  less  glamorous  but  perhaps 
more  important,  more  fundamental  lesson:  that  the 
true  building  blocks  of  life,  the  true  foundations  for 
the  pursuit  of  happiness  lie  in  the  seeming  routines  of 
ever\'day  life. 

When  we  are  about  to  undertake  a  project,  we  are 


Roberta  Forbes  with  two  of  her  granddaughters 


often  told:  God  is  in  the  details.  Is  this  not  true  in  how 
we  live  our  lives? 

It  was  from  Mother  we  got  the  everyday  love  and 
attention  that  can  give  a  child  the  sense  of  worth  and 
warmth  that  makes  possible  a  secure,  full  inner  core  in 

adulthood. 

While  the  influence  of 
Pop  may  be  easier  to  re- 
count and  to  document, 
the  impact  of  Mother  was 
warmer,  more  profound, 
especially  for  us  boys.  Pop 
was  the  family  disciplinar- 
ian. When  we  aroused  his 
anger  with  some  egregious 
wrong,  we  hilly  under- 
stood what  the  Bible 
meant  when  it  talked  of  the 
wrath  of  God. 

Mom  was  the  softie,  the 
one  we  turned  to  for  sym- 
pathy, understanding,  comfort,  or  at  least  a  more 
merciftil  sentence.  She  was  ready  with  the  hugs,  quick 
to  forgive  a  lousy  report  card,  and  never  reproached 
our  distinct  lack  of  athletic  ability.  She  never  seemed 
disappointed  in  our  shortcomings.  She  took  us  for 
what  we  were. 

(Continued  on  pa^c  420) 


THE  BEST 

to  emerge  this  campaign  season — the  13%  flat  tax — has 
come  under  withering  attack  from  Governor  Clinton  and  a 
gaggle  of  economists  and  politicos.  Alas,  the  idea's  propo- 
nent, lerry  Brown,  has  been  less  than  deft  at  defending  it. 

The  criticisms  are  off  base  and  easy  to  parry. 

■  It's  regressive  aiid  hurts  the  poor.  Quite  the  oppo- 
site. The  most  regressive  levy  is  the  15%-plus  Social 
Security  payroll  tax,  which  starts  at  the  first  dollar  earned. 


NEW  IDEA 

This  exaction  hits  tens  of  millions  of  Americans  harder 
than  the  income  tax.  Under  Brown's  plan,  lower-income 
earners  would  pay  less  than  they  do  today.  The  other 
serious  flat  tax  proposal,  from  two  Stanford  economists 
(Robert  Hall  and  Alvin  Rabushka),  is  even  more  generous 
down-scale — the  first  $16,000  of  income  would  be  ex- 
empt from  all  taxes.  Moreover,  thanks  to  the  simplicit\'  of 
the  flat  tax,  the  more  you  earn,  the  more  you  pay.  A 
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steeply  progressive  income  tax  system,  such  as  we  had 
until  Ronald  Reagan,  bred  huge  exemptions  and  loop- 
holes. When  Reagan  cut  the  top  rate  from  70%  to  28%, 
the  share  of  income  tax  paid  by  the  rich  went  up  dramati- 
cally. The  flat  tax  would  repeat  this  phenomenon. 

■  Inflation.  Brown's  plan  calls  for  a  1 3%  value-added 
tax.  Clinton  and  other  critics  charge  this  would  raise  prices 
substantially.  They  ignore  the  fact  that  it  would  replace 
Social  Security  taxes,  the  corporate  income  tax  and  a  variety 
of  excise  taxes.  A  gaggle  of  exactions  would  become  one. 

■  Social  Security.  Senator  Pat  Moynihan  and  others 
preposterously  claim  that  Brown's  idea  would  gut 
Social  Security.  But  Washington's  revenues  would  not 
go  down.  In  fact,  the  ultimate  guarantor  for  these 
payments  is  a  vibrant  economy,  which  a  flat  tax  would 
powerfiilly  promote. 

The  arguments  in  favor  of  a  flat  tax  are  overwhelming. 

By  scrapping  90%  or  more  of  a  12,000-page  tax  code,  a 
flat  tax  would  unleash  an  extraordinary  amount  of  intellec- 
tual energy  to  more  productive  ends.  No  longer  would  law 
firms,  lobbyists,  accountants.  Wall  Street,  the  IRS  recruit 
our  best,  most  imaginative  brains  to  try  to  understand. 


comply  with  or  manipulate  our  current  tax  monstrosity. 

This  simplified  levy  would  cleanse  the  political  environ- 
ment in  Washington.  Millions  of  man-hours  and  tens  of 
millions  of  dollars  of  political  contributions  are  now  spent 
trying  to  win  advantage  or  to  avoid  disadvantage. 

The  economy  would  explode  with  growth.  Taxes  are 
not  merely  a  means  of  raising  revenues  but  are  also  a 
price.  By  lowering  the  price  on  work,  profits  and  innova- 
tion, we'll  get  more  of  them.  Each  time  we  have  lowered 
the  tax  on  each  extra  dollar  earned,  the  economy  and 
government  revenues  have  gone  up. 

The  flat  tax  would  also  remove  the  current  code's  bias 
against  investment  and  take  away  the  destructive  incen- 
tive for  corporations  to  take  on  too  much  debt. 

Brown's  VAT  component  would  scoop  up  billions 
from  the  underground  economy,  which  is  why  France 
invented  that  levy  in  the  first  place.  Brown's  plan  would 
rebate  the  VAT  on  exports,  thereby  making  our  products 
more  price  competitive  in  overseas  markets,  something 
Western  European  nations  do  today. 

Republicans  had  better  be  careful  not  to  get  on  the  wrong 
side  of  one  of  the  most  postitive  ideas  of  this  decade. 


HYPOCRISY 


PoLiTicos  AND  THE  MEDIA  were  both  quick  to  spotlight 
and  denounce  General  Motors  for  its  plans  to  lay  off 
some  74,000  workers  over  the  next  three  years.  Yet 
most  of  these  chest- beaters  have  paid  precious  little 
attention  to  an  impending  layoff"  that  dwarfs  that  of 


GM  and  over  which  they  have  direct  control:  the 
Pentagon's  plan  to  muster  out  500,000  soldiers,  sailors 
and  airmen  by  1995.  Impending  defense  cutbacks  will 
also  destroy  almost  2  million  civilian  jobs  over  the 
same  period. 


BUSH  IS  SELLING  AMERICA  TO  THE  FOREIGNERS 

and  doing  it  effectively.  Earlier  this  year,  the 
U.S.  Travel  and  Tourism  Administration  began 
running  ads  in  Europe  with  President  Bush  urg- 
ing viewers  to  visit  the  U.S.  He  closes  by  asking, 
"What  are  you  waiting  for,  an  invitation  from 
the  President?" 

Since  the  commercial's  unveiling  in  Britain, 
inquiries  for  more  information  have  shot  up  57%. 

Now  if  only  the  President  could  produce  polit- 
ical commercials  as  persuasive  as  this  one. 

THE  BARBARIAN  WHO  SAVED  AN  EMPIRE 


The  Devil  Soldier — by  Caleb  Carr  (Random  House, 
$25).  Astonishing  story  of  a  28-year-old  American  adven- 
turer who  played  a  crucial  role  in  saving  the  Imperial 
Chinese  government  from  collapse  in  the  early  1860s. 

In  1850  a  mystic  who  claimed  to  be  the  brother  of 
Jesus  Christ  ignited  an  uprising  that  engulfed  the  Chinese 
empire  in  a  murderous  civil  war  called  the  Taiping  rebel- 
lion. By  the  1860s,  rebels  were  threatening  the 
critical  city  of  Shanghai.  Two  rich  merchants 
hired  Frederick  Townsend  Ward  to  put  to- 
gether an  army  to  ward  off'  the  rebels.  After  a 
shaky  start,  he  did  just  that  and  more,  fashion 
ing  .1  force  that  won  a  string  of  astonishing 
victories.   His  ''Ever  Victorious  Army"  rou 
tinely  routed  forces  several  times  its  size.  Ward 
himself  went  into  battle  armed  only  with  a 
small  cane.  He  surx-ived  at  least  14  wounds;  the 
next  proved  fatal  in  early  1863. 


The  Taipings  themselves  make  for  fascinating  reading, 
with  their  peculiar  religious  and  political  ct>mponents. 
(Women  were  permitted  to  be  combatants.)  Their  rebel- 
lion consumed  between  10  and  15  million  people.  Alas, 
the  Imperial  go\  ernment  did  not  mend  the  corrupt,  caiel, 
antimodern  practices  that  had  made  the  Empire  ripe  for 
revolt.  This  led,  in  turn,  to  a  chain  of  events  which 
ultimately  made  possible  the  communist  \ic- 
tor\'  in  1949.  Holl\Avood  would  find  both 
Ward  and  the  Taipings  rich  movie  material. 
Excerpt:  It  was  an  addiction  to  social,  political 
and  military  obsolescence  that  actually  prevent- 
ed China's  IQth-century  leaders  from  build  inji 
on  the  foundation  of  Ward's  Ever  Victorious 
Army.  In  the  end,  the  fact  that  Ward  had  been 
bom  a  barbarian  counted  for  far  more  than  the 
fact  that  he  had  taunht  the  Chinese  how  to  fiaht 
a  modern  war  well.  ^ 
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They  travel  cross  country  and  across  the  Pacific  market- 
ing his  wines  to  fine  restaurants  and  retailers.  Can  often  be 
found  at  gallery  exhibitions,  seeking  just  the  right  painting 
to  feature  on  his  next  wine  label.  Tap  to  the  sounds  of  jazz 
for  relaxation  and  rejuvenation.  And  are  frequently  seen  in 
the  company  of  his  eldest  daughter  and  business  associate, 
Kara,  who  has  followed  his  footsteps  into  the  business. 

The  Thatcher  from  Bostonian.  As  worn  by  Robert  Pecota, 
winemaker,  jazz  aficionado,  proud  father,  and  proprietor  of 
Robert  Pecota  Winery,  Calistoga,  California. 


M. 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


For  the  retailer  nearest  you,  call  1-800-999-6780. 


* 


Eveiy  Pan  Wxks. 


It's  essential  in  today  s  world.  Crucial 
to  toinonow's.  Bank  of  America  is 
uniquely  equipped  and  positioned  to 
offer  an  equally  effective  approach  CO 
meeting  your  ^obal  banking  needs. 


m 
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Other  Comments 


Know  Thyself 

It  is  the  highest  impertinence  and 
presumption,  therefore,  in  kings  and 
ministers  to  pretend  to  watch  over 
the  economy  of  private  people,  and 
to  restrain  their  expense.  They  are 
themsehxs  always,  and  without  any 
exception,  the  greatest  spendthrifts 
in  the  society. 
-Adam  Smith,  Wealth  of  Nations 

Don't  Waste  These  Assets 

Defense  budget  reductions  would  lay 
off  about  500,000  [military  person- 
nel]. They  would  be  thrown  into  an 
uncertain  and  troubled  economy. 
These  men  and  women  are  not  a  prob- 
lem to  be  gotten  rid  of,  but  a  new 
reserve  of  energy  and  talent.  The  gov- 
ernment should  keep  them  on  its  rolls 
for  civilian  service. 

First,  since  the  country  is  desper- 
ately short  of  police  officers,  200,000 
should  be  assigned  to  police  forces. 
They  would  need  training  and  super- 
vision, but  would  arrive  more  than 
competent  to  help  keep  the  peace. 

Second,  100,000  should  teach  in 


schools  and  in  remedial  and  vocation- 
al programs.  They  know  how  to  teach 
job  skills,  are  used  to  dealing  with 
young  people  from  impoverished 
backgrounds  and  would  not  be  afraid 
to  teach  in  rough  neighborhoods. 

Third,  30,000  medics  should  be 
assigned  to  cmergenc\^  rooms  and 
public  health  programs.  They  have 
been  trained  to  deal  with  traumas  like 
those  inundating  inner  cities. 

This  program  would  not  reduce 
federal  oudays,  but  it  could  enor- 
mously increase  our  sense  of  security, 
prosperit}^  and  well-being. 
-Ad.\m  Walinsky,  New  York  Times 

The  Sounds  of  Silence 

What  struck  me  most  was  the  si- 
lence. It  was  a  great  silence,  unlike 
any  I  have  encountered  on  Earth, 
so  vast  and  deep  that  I  began  to 
hear  my  own  body:  my  heart  beat- 
ing, my  blood  vessels  pulsing,  even 
the  rusde  of  my  muscles  moving 
over  each  other  seemed  audible. 
There  were  more  stars  in  the  sky 
than  I  had  expected.  The  sky  was 


"Given  the  downward  slope  of  our  demand  curve  and  the 

ease  with  which  other  firms  can  enter  the  industry,  we  can 

strengthen  our  profit  position  only  by  equating  marginal 

cost  and  marginal  revenue.  Order  more  jelly  beans." 


deep  black,  yet  at  the  same  time 
bright  with  sunlight. 

The  Earth  was  small,  light  blue, 
and  so  touchingly  alone,  our  home 
that  must  be  defended  like  a  holy 
relic.  The  Earth  was  absolutely 
round.  I  beheve  I  never  knew  what 
the  word  round  meant  until  I  saw 
Earth  from  space. 

-Cosmonaut  Aleksei  Leonov,  in  The 
Home  Planet,  by  Ke\in  W.  Kelley 


Every  successful  enter- 
prise requires  three  men — 
a  dreamer,  a  business- 
man, and  a  son-of-a-bitch. 

-Peter  McArthur,  British 
newspaper  publisher.  Busi- 
ness Babble,  by  Da\id  Olive 

Broken  Bond 

Since  forming  his  first  contingent  in 
1860,  Frederick  Townsend  Ward 
had  been  wounded  at  least  15 
times — but  he  had  never  allowed 
anyone  to  take  him  from  his  men. 
Even  at  the  first  battie  of  Ch'ing-p'u, 
when  his  jaw  had  been  shattered. 
Ward  had  refijsed  to  leave  the  field. 
But  here,  before  Tz'u-ch'i,  a  sniping 
shot  had  finally  broken  that  long 
batdefield  bond. 

Ward  was  taken  to  the  house  of  a 
missionar)'  surgeon.  After  enduring 
almost  24  hours  of  agony,  the  cre- 
ator and  commander  of  the  Ever 
Victorious  Army  died. 

In  a  litde  more  than  xs\o  months, 
he  would  have  been  31  years  old. 
-Caleb  C<\rr,  TIh-  Devil  Soldier 

Not  Ready  for  Prime  Time 

When  .a  rRcnonrE    tclcxision    was 
demonstrated  at  the   1939  World's 
Fair,  the  New  York  Times^  reviewer 
was    unimpressed.    "The    problem 
with  television,"  he  wrote,  "is  that 
the  people  must  sit  and  keep  their 
eves  ulued  on  a  screen;  the  averaue 
American  family  hasn't  time  for  it." 
-Stephen  B.\tes,  If  No  News,  Send 
Rumors:  Aticcdotcs  of  Amcricau 
Joitnialisni,  in  the  I'ttic  Rcndir  Hi 
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"Last  year  my  Chubb  agent  recommended  D&O  insurance. 
*WeVe  not  apt^lic  company/  I  said,  *why  do  we  need  itV^^ 


"This  year,  you Ve  j 

■*  probably  glad  you  have  it." 


^t^K^±mm. 


Those  who  make  the  decisions  in  private  ciimpanies  are  vuhierable  to  personal  liability  law- 
suits as  are  their  counterparts  in  public  corporations. 

The  directors  and  officers  of  private  companies  also  face  the  threat  oi  litigation  bnui^ht  by 
government  agencies,  competitors,  contractors,  vendors,  employees  or  customers.  Fortunately,  Chubb's 
Executive  Protection  Department  knows  how  to  tailor  OiSiO  cmerage  to  protect  the 
leaders  of  private  companies  from  the  risks  that  go  with  the  responsibilities. 

If  you  run  a  private  company,  look  into  our  D&iO  coverage.  Talk  to  your  agent 
or  broker,  or  call  1'800'36  CHUBB. 


For  promotional  purj-'oses,  C'hiihh  refers  to  memK-r  insurers  o\  the  Crhuhh  t  iroiip  of  Insur.iiue  (.  Companies  w 
C-hiiHh  is  proud  to  participate  in  "American  Playhouse. "  Watch  for  it  on  PBS. 
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NNOUNaNG  THE 
RETURN  OF  THE  PURE 
SPORTS  CAR.  This  is  the  kind 
of  sports  car  manufacturers  stopped 
making  years  ago.  The  all-new  1993 
Mazda  RX-?  is  specially  designed  for 


a  handful  of  uncomprc)mising  indi- 
viduals. Those  who  believe  in  the 
simple  thrill  that  only  comes  fami 
driving  a  lightweight  car  with  a  lot 
of  power.  Q  Wliat  makes  the  RX-7 
lightweight  is  also  what  makes  it 


powerful.  The  \wrlds  only  sequential 
rvvin-oirbo  Ritary  engine.  Moa^  com- 
pact, and  hundnxis  of  pxxinds  lighter 
than  a  comparable  piston  engine, 
it  powers  the  RX-7  fa^m  Q^-tQ^  in  4.9 
seconds  and  offers  unique  design 


ItIustFhhlsRkuit; 


.  -  * » ' 


advantages  including  perfect  weight 
distribution.  It  even  inspires  the  cars 
fluid  shape.  Q  No  gimmicks.  No 
gadgets.  No  compromises.  The  all- 
new  Mazda  RX-7.  Unless  you  race, 
you've  never  felt  anything  like  it. 


THE  1993  MAZDA  RX'7 

Sequential  twin-turbo  mtary  engine. 
255  horsepower.  Independent 
double 'Wishbone  suspension. 
11.6'  inch,  ventilated  4'wheel  disc 
brakes  with  ABS.  Torsen^  limited' 
slip  differential.  36-month /50,000- 
mile,  no'deductible,  "bumper-to- 
bumper"  warranty.  Free  roadside 
assistance.  See  dealer  for  limited- 
warranty  details.  For  a  free  RX-7 
brochure  call  1-800-639-1000. 


o;yv.^>.u,ji  .t>,  :,i 


g  •  Sotellife  Cornmuncotiore 
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THE  ONE  STANDARD 


The  %  symbol  represents  Six  Sigma™  quolity  It's 
o  stotisricol  term  defining  o  path  fo  perfection.  And 

KECOGNIZED  WOKLDWIDE.    employees  throughout  the  worW 

We  hove  set  our  sights  extremely  high,  engaging  in  a  quest  for  perfection  that  will  never  end. 
Not  even  when  we  reoch  Six  Sigma  quality  Because  we  believe  we  con  always  uncover  r>ew  woys 
to  improve  our  products.  Making  them  better  Producing  them  faster  Lowering  the  cost  to  the 
ajstomer  That's  the  essence  of  renewal.  It's  o  commitment  to  constontly  reevaluate  ond  sharpen 

)r  business  processes.  A  commitment  that  allows  us  to  anticipate  solutions  to  product  ord  service 
needs.  Which  con  only  moke  our  customers  happier 
And  thot,  of  course,  means  the  world  to  Motorola.  /Xa\  .^^ 

For  more  information  about  the  principles  that  guide  us,  coll  Ky    /MOTOROLA 

)r  o  copy  of  "The  New  Truths  of  Quality"  at  1-800-352-8062.  ^^^ 


'^'  aAoioioIq,  Of  id  %o»e  tiodemorte  of  Motorolo.  Inc.  C 1992  Moiorolo.  Inc 


Qvolify  Means  The  WoHd  To  Us.'' 


Gommentairy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


''RECESSION"  IN  JAPAN? 


When  is  a  3.5%  real  growth  in  the  economy  considered 
1 1  economic  stagnation  verging  on  recession?  Answer:  When 
nearly  5%  real  annual  growth  has  been  considered  normal 
for  a  decade — in  brief,  when  we  are  talking  about  Japan. 

A  recent,  quick  trip  to  Japan  with  Steve  and  Christo- 
pher Forbes  to  launch  the  Japanese-language  edition  of 
Forbes  enabled  us  to  see  firsthand  some  of  the  changes  in 
Japan's  economy  that  are  now  braking  the  headlong  pace 
of  growth  of  the  1980s.  And,  because  it  is  Japan,  many  of 
these  new  factors  will  ultimately  strengthen  an  already 
enormously  strong  countr)'. 

First  the  apparent  bad  news:  ^^^^"""""""""""^ 
Growth  will  have  slowed  to  a  bit 
better  than  3.5%  in  the  fiscal  year 
that  ended  Mar.  31,  and  it  is  likely 
that  growth  for  fiscal  1992  will  be 
slightly  lower  than  that.  Land 
prices  declined  for  the  first  time  in 
17  years.  In  1990,  these  increased 
again,  this  time  by  10.7%,  but  in 
1991  they  fell  4.6%. 

The  widely  noted  fall  in  the  To- 
kyo stock  exchange  has  driven  the 
Nikkei  average  below  20,000,  less 
than  the  ten-year  moving  average. 
Corporate  output  is  down  because  worldwide  demand  is 
down.  And  the  flow  of  Japanese  capital  investment 
abroad  is  being  reversed  as  investors  are  concluding  that 
many  of  their  purchases  of  U.S.  and  other  real  estate 
abroad  were  at  figures  that  far  exceeded  real  values. 
Monetarists  will  be  alarmed  to  note  that  Japan's  money 
supply  growth  fell  in  February  to  record  lows. 

How  can  an  economy  with  so  much  going  wrong 
survive — let  alone  resume  its  growth?  Easily,  when  one  is 
talking  about  Japan.  Unemployment  is  barely  over  2%; 
inflation,  annually,  is  under  3%.  The  budget  deficit  is 
minuscule.  And  while  inventories  are  still  high,  they  will 
probably  be  worked  ofl'by  the  end  of  the  second  quarter. 
Both  steel  and  auto  manufacturers  have  agreed  on  clearly 
noninflationar\'  wage  increases  in  the  3.5%  to  4.8%  range, 
and  it  appears  these  raises  will  be  accepted. 

Furthermore,  most  business  leaders  and  government 
economists  feel  that  there  is  good  news  in  the  reduction  of 
the  headlong  pace  of  grow  th  that  Japan  has  experienced  in 
the  last  decade.  The  stock  market  decline  may  result  in 


Gyosei  President  Fujisawa,  Caspar  Weinberger, 
Steve  Forbes  and  Gyosei  Chairman  Ogawa: 

Partners  in  the  Japanese-language  edition  of  Forbes. 


companies'  realizing  they  must  increase  their  dividends, 
and  stockbrokers  must  reduce  their  commissions — if  they 
want  the  public  to  return  to  its  old  buying  habits. 

Another  favorable  factor  is  that  there  are  still  more  jobs 
available  in  Japan  than  people  to  fill  them.  As  in  Hong 
Kong  and  Singapore,  one  of  the  major  worries  for  those 
who  plan  ahead  is  whether  or  not  there  will  be  sufficient 
labor  as  the  slowdown  abates. 

Finally,  the  huge  Japanese  trade  surplus  is  still  just  that: 
It  doubled  in  Februan'  from  a  year  earlier  and  is  likely  to 

increase  even  more  because  Japa- 
nese companies  are  quite  capable  of 
increasing  their  exports,  almost  at 
will,  even  while  they  lower  their 
large  inventories.  Despite  strong 
government  pressure,  automobile 
exports  to  the  U.S.  were  projected 
to  "decline"  only  to  1.73  million 
units  this  past  fiscal  year. 

From  this  we  can  learn  many 
valuable  lessons.  The  first  is  that  it 
would  be  folly  in  the  extreme  for 
the  U.S.  to  adopt  any  protection- 
ist measures  being  advocated  dur- 
ing this  presidential  campaign.  We 
already  worr\'  that  the  slowdown  in  Japanese  capital 
investment  here  will  add  to  our  recession  as  developments 
being  financed  with  that  capital  have  to  be  abandoned. 
But  if  we  exclude  Japanese  trade  or  capital  by  law ,  we  will 
make  matters  much  worse. 

Then  we  should  note  that  the  flexibility'  of  Japanese 
industr)'  has  already  started  some  companies'  moving  aw  ay 
from  a  simple  market  strategy'  of  tr\ing  always  to  increase 
market  share  toward  increasing  profitability'  by  reducing 
the  vast  number  of  products  and  some  of  their  other  costs. 
Last,  we  should  note  that  even  in  the  midst  of  consider- 
able bad  news  on  Japan's  economic  front,  there  is  more 
good  news  in  that  Japan's  businessmen  are  acting  as  if 
their  fijture  might  brighten  again  soon.  Nippon  Tele- 
graph &  Telephone  Corp.  is  planning  to  spend  more  on 
capital  improvements  next  year  than  it  has  e\cr  spent. 

At  this  time,  when  i\merica's  most  serious  problem  is 
regaining  confidence  in  the  fiiture,  the  need  for,  and 
example  of,  such  optimism  is  probabK  tiic  most  \.iluablc 
lesson  of  all.  ^ 
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Why  not  make  your 


South  African  business  trip 

a  vacation? 

(And  Bring  Your  Other  Half  For  Only  Half!) 

Come  for  business— and  stay  for  pleasure. 
South  Africa's  got  it  all,  and  then  some.  The  wildlife.  The 
night  life.  The  good  life.  Only  SAA  gets  you  there  overnight- 
direct  from  New  York— in  the  least  time,  most  luxury. 
And  when  you  fly  Blue  Diamond  (First)  Class  or  Gold 
(Business)  Class,  SAA  will  fly  your  other  half  for  only  half— 

so  you  both  can  enjoy  South  Africa  to  the  full. 

For  further  details  and  restrictions,  see  your  travel  agent  or 

call  1-800-722-9675  for  a  free  brochure  with  special  offer. 


SOUTH  AFRICAN  AIRWAYS 


vrnHi  d  HntAU  run  DUdintdd 


EDITED  BY  HOWARD  BANKS 


Another  attack  on  foreign  investment 


The  neo  protectionists  on  Capitol  Hill 
have  moved  their  sights  to  target  foreign  com- 
panies' direct  investment  in  the  U.S. 

The  protectionists'  latest  vehicle  is  a  bill 
sponsored  by  Representatixe  Cardiss  Collins 
(D-Ill.)  and  backed  by  the  Democrats'  major- 
ity leader,  Missouri  Representative  Richard  A. 
Gephardt.  The  bill  would  strengthen  the  dis- 
cretion given  the  President  in  the  1988  Trade 
Act  to  block  a  takeover  of  a  U.S.  company  by  a 
foreign  company  on  national  securit)'  grounds. 
The  new  bill  would  e.xtend  this  to  cover  any 
"critical  technology'."  The  meaning  of  those 
words  is  unspecified  and  probably  can  be 
translated  to  mean  anything  that  will  adversely 
affect  employment,  meaning  votes,  in  an  im- 
portant congressman's  home  district. 

The  bill  also  embodies  a  more  subtle  pro- 
posal. Under  current  law,  the  President  takes  his 
advice  on  blocking  a  takeover  from  the  Coun- 


cil of  Economic  Advisers  and  Office  of  Manage- 
ment &  Budget,  both  of  which  are  relatively 
free -trade  oriented.  The  proposed  bill  would 
replace  these  advisers  with  the  Commerce  De- 
partment and  White  House  chief  science  advis- 
er, both  typically  more  protectionist. 

Foreign  direct  investment  (defined  arbi- 
trarily as  at  least  a  10%  equit>'  stake)  has  become 
politically  sensitive  recently,  because  the  flows 
have  grown  rapidly.  In  the  period  1983  to  1989 
world  merchandise  trade  grew  by  9.4%,  or  a 
bit  faster  than  world  gross  product.  But  foreign 
direct  investment  in  the  same  period  grew  by 
no  less  than  29%,  according  to  John  Richardson, 
of  the  European  Community.  Flows  in  the 
past  couple  of  years  have,  ho\\e\er,  slowed  con- 
siderablv,  from  a  peak  of  nearlv  560  billion 
into  the'U.S.  in  1989  to  just  Sl'S  billion  in  1991 , 
says  Edward  M.  Graham  of  the  Institute  for 
International  Economics. 


Why  single  out  JapanJ 


) 


The  U.S.  is  the  favorite  countr\'  for  investors. 
The  EC's  accumulated  direct  investment  in  the 
U.S.,  for  instance,  increased  from  S47  billion 
in  1980  to  S230  billion  in  1990.  By  contrast,  the 
U.S.'  accumulated  direct  investment  in  the  EC 
increased  to  SI 73  billion  in  the  same  period. 
(All  values  are  in  nominal  dollars.) 

Japan,  the  most  common  target  for  criti- 
cism, has  just  S83  billion  invested  in  the  U.S., 
less  than  Britain's  S108  billion.  The  Nether- 
lands is  third  with  S64  billion. 


Protectionists  also  claim  that  foreigners 
now  hold  more  assets  in  the  U.S.  than  U.S. 
companies  do  abroad.  But  the  official  num- 
bers value  U.S.  holdings  at  historic  prices,  many 
dating  to  the  1950s  and  1960s.  The  Bureau  of 
Economic  Analysis  reports  that,  when  re\alued 
to  market,  the  U.S.  has  a  S250  billion  surplus 
on  net  direct  investment.  The  naysayers  also 
ignore  the  surplus  (S9.4  billion  net  in 
1991 )  the  U.S.  earns  on  its  foreign  direct 
investment. 


Companies  invest  abroad  for  commercial  reasons 


Protectionists  like  Gephardt  and  Collins, 
and  their  counterparts  in  Europe,  often  argue 
that  protecting  local  markets  encourages  for- 
eign businesses  to  invest  in  those  markets.  But 
such  arguments  aren't  supported  by  the  facts. 
The  U.S.  trade  rules  have  never  once  been  cited 
by  an  EC  company  as  a  reason  it  decided  not  to 
invest  in  America,  says  the  EC's  Richardson. 

To  be  sure,  there  is  a  realistic  fear  that  any 
U.S.  legislation  would  be  matched  by  a  worse 
set  of  EC  rules.  But,  says  the  Institute  for 
International  Economics'  Graham,  there  is  little 
or  no  statistical  correlation  between  either 
macroeconomic  factors  or  protectionist  legisla- 
tion and  whether  a  company  decides  to  invest 
abroad.  There  was  not  even  much  connection 
between  the  reduction  in  the  value  of  the 
dollar  and  the  late  1980s  flood  of  inward  invest- 
ment into  the  U.S. 

The  key  decision-making  factor  is  whether  a 


company  feels  it  \\  ill  get  some  strategic  or  com- 
petitive advantage  if  it  invests  in  a  foreign 
countrN'.  If  so,  then  the  fear  of  protectionist 
barriers  may  support  the  decision  to  invest. 

And  states  are  certainly  opposed  to  bills  that 
create  obstructions  to  foreign  investment.  As  a 
forthcoming  study  by  the  Center  for  Strategic 
&  International  Studies  points  out,  all  states 
(even  those  with  Democratic  governors)  are 
strongly  in  favor  of  inward  investment. 

For  all  the  unfounded  fears,  mostly  from 
labor  unions,  that  direct  investment  transfers 
the  best  jobs  abroad,  or  in  some  way  sells  part 
of  the  national  psyche  to  foreigners,  the  advan- 
tages clearly  outweigh  any  disadvantage.  Ad- 
vantages include  injections  of  capital,  technol 
og)-  and  jobs.  But  at  least  as  important,  the 
newcomers  also  force  existing  domestic  firms  to 
become  more  competitive,  with  all  that  im 
plies  for  economic  growth.  Bl 
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BY  T  MOTHY  DODMAN 


The  Forbes  Index  (1967=100) 

210 

Current  189.0* 

200  Previous  188.1 

Percent  change         0.4% 

190 


The  economy  is  building  a  base  for  a  recovery.  Consumers 
increased  dieir  spending  in  February  by  0.6%  after  infla- 
tion, the  fourth  consecutive  monthly  increase.  Average 
weekly  earnings  rose  slighdy  in  March,  to  S365,  with  the 
bulk  of  the  wage  increase  going  to  manufacturing  employ- 
ees. Also  encouraging  is  the  National  Association  of 
Purchasing  Managers  Index,  which  tracks  the  activity  of 
purchasing  executives  at  U.S.  factories.  In  March  this 
index  rose  1.7%,  to  54%.  A  figure  above  50%  is  generally 
consistent  with  an  expanding  manufacturing  sector. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.5% 

Auto  sales  year  to  date  vs  1991' 

Ward's  Automotive 

0.7% 

Index  of  leading  indicators  Feb  vs  Jan 
Trade  balance  12  months  ended  Jan  1992 
All-commodity  producer  price  Index  Feb  vs  Jan^ 

Dept  of  Ojmniefce 

0.8%    i 
-$71  bil 

Dept  of  Commerce 

Dept  of  Labor 

0.4% 
0.4% 
4.1% 

GDP  4th  quarter  vs  3rd— annualized  growth 
M2  (3-month  change)— annualized  growth' 

Dept  of  Commerce 
Federal  Reserve 

'  U.S.-based  manufacturers,  excludes  imports,  as 
(public  currency  and  checking  deposits)  plus  savi 

of3/31/92. 2  Wholesale  goods. 'Includes  Ml            1 
igs  accounts  and  money  market  funds.                     1 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  Index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


550 


400 


New  unemployment  claims  average  tor  month 
(thousands),  seasonally  adjusted  (Dept  ol  Labor) 
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Services     •    Total  index 


155 


145 


135 


125 


Consumer  price  indexes  (1982-84  average=IOO) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


125 


New  housing  starts  tiiiuu^i<d$)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


160 


Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  ot  Commerce) 


Inventories      •    New  orders 


270 


210 


Manufacturers'  new  orders  and  inventories 

($biliions),  seasonally  adjusted  (Dept  of  Conmerce) 


2920 


2850 


2780 


2710 


Personal  income  ;$l    .  .>  n.^^,^  a 'j  sa<^ 
disbursements,  seasonally  adjusted  iDept  of  Comme»ce) 
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Consumer  mstallment  credit  v$Mi<ons)  totti. 
i  sessooiiiy  aajustea  iFeoeni  Resent) 


JFMAMJJASONOJ 


UbdW«^«M/  'W'>'i**IW,'"<%«*  ■ 


J 


36 


Ft)rbcs  ■  -Vnl  ^~>  ^*^- 


-^'-.^ 


III! 

II II 


11  r  M  ir  Win  ! 


nil  R!l! 

III! 


B 


H 


nil 

nil  "■•t 

II 


1 


II 


Make  A  Successful  Move 


America's  Full  Service  Discount  Broker 

By  combining  full  service  with  low  commissions, 
OLDE  Discount  has  set  a  new  standard  in  the 
brokerage  industry. 

Full  Service 

OLDE's  full  service  investment  professionals 
provide  you  with  personal  service,  research,  and 
recommendations  on  stocks  and  other  investments 
designed  to  help  you  achieve  your  financial  goals. 

Lower  Commissions 

With  The  OLDE  Investors  Account?  you  can 
save  up  to  90%*  on  commissions  compared 
to  high-cost  brokers. 

*Based  on  a  November  1991  survey  of  several  leading  full-cost  finrts. 
Savings  depend  on  the  price-per-snare  and  number  of  shares  traded. 


Account  Protection 

It's  reassuring  to  know  that  your  accounts  are 
protected  up  to  $2.5  million. 

For  a  full  line  of  quality  investments  and  services 
to  help  you  build  your  financial  future,  move  up 
to  OLDE  Discount.  Call  us  or  visit  one  of  our  180 
offices  across  America. 

1-800-USA-OLDE 


j^OLDE 

America's  Full  Service  Discount  Broker 


Member  N>SE  and  SIPC 


lORSTTHiCITarDUp.  Iiw 


he  results  of  a  recent  independent  survey  sponsored  by  The  CIT 


Group  show  that  71%  of  CEOs  and  Senior  Financial  Officers  from  323 
medium-size  companies — across  all  regional  and  industrial  segments — 
are  now  optimistic  about  the  direction  of  our  economy,  and  so  are  we. 

This  is  important  news,  because  with  current  low  interest  rates, 
low  equipment  costs,  low  material  prices  and  optimism  now  being  more 
substantive  than  emotional,  a  window  of  opportunity  has  been  opened. 
The  time  to  take  advantage  of  this  situation  is  now. 

As  America's  most  experienced  asset-based  lender,  we  have  a 
long  history  of  helping  companies  get  the  capital  they  need  to  exploit 
such  opportunities.  Last  year,  we  made  loans  and  leases  of  over 
$3  billion.  This  year,  we  plan  to  top  $4  billion.  For  more  information  or  a 
copy  of  our  recent  CIT  Survey,  call  us  at  1-800-545-5440. 


Americas 
Most  Experienced 
Asset- Based 
Lr:NDi:R. 
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Ten  years  ago  a  top  minor  league  baseball  team  went 
for  $300,000;  today  it's  $5  million  and  rising. 
Fueling  this  fire  are  entrepreneurs  who  remember 
what  big  league  owners  forgot. 

Where  the  fans 
still  come  fiirst 


By  Gretchen  Morgenson 

Opening  day  1992  has  arrived.  Why 
not  take  the  family  out  to  the  ball 
game?  Pile  into  the  car,  drive  to  the 
nearest  major  league  stadium,  pay  to 
park,  buy  some  hot  dogs,  peanuts  and 
Cracker  Jacks,  souvenirs,  sit  back,  re- 
lax and  watch  a  bunch  of  millionaires, 
who  think  they're  underpaid,  posture 
on  the  field.  Nine  innings  and  $150 
later,  you're  on  your  way  home. 

Or  you  could  take  the  kids  to  a 
minor  league  game.  You'll  park  for 
free  in  many  places,  eat  pizza,  franks 
or  burritos  that  cost  $1  or  less,  get  an 
up-close  view  of  players  who  really 
hustle,  even  get  your  car  washed  while 
you're  watching  the  game,  and  wind 


up  the  evening  viewing  a  fireworks 
display.  Total  cost:  about  $20. 

With  numbers  like  these,  is  it  any 
wonder  that  more  and  more  Ameri- 
cans are  going  to  minor  league  base- 
ball games?  Consider:  In  1991  nearly 
27  million  fans  went  to  a  minor  league 
ball  game.  That's  about  10%  more 
than  attended  minor  league  games 
two  years  ago  and,  more  significandy, 
about  three  times  the  roughly  3% 
attendance  increase  seen  in  the  majors 
during  the  same  period. 

The  Bisons,  a  Triple-A  club  in  Buf- 
falo, N.Y.  that's  associated  with  the 
Pittsburgh  Pirates,  drew  1.2  million 
regular  season  fans  last  year,  more 


The  Carolina  League's  1990  All-Star  Game 

Players  who  hustle  for  as  little  as  $850  a  month  help  keep  ticket  prices  low. 


than  attended  Cleveland's  and  Mon- 
treal's major  league  games.  In  1982 
the  Bisons  drew  just  77,000. 

Fifteen  years  ago  the  minors  truly 
were  the  backwaters  of  baseball.  A 
Triple-A  franchise,  the  closest  thing 
to  the  majors  in  the  minors,  changed 
hands  for  around  5300,000;  a  lower- 
level,  class  A  team  went  for  $50,000 
to  $100,000.  Today  Triple-A  clubs 
trade  for  around  $5  million  and  a 
t\'pical  class  A  team  sells  for  over  $1 
million. 

This  hasn't  happened  by  accident. 
These  teams  arc  well-oiled  entertain- 
ment businesses  built  by  hard-driving 
entrepreneurs.  But  entrepreneurs 
with  a  difference:  They  have  a  deep 
respect  for  their  customers  that's 
missing  in  the  major  leagues.  They 
offer  amenities  like  changing  tables  in 
restrooms  for  mothers  and  fathers 
with  young  children  in  tow,  non- 
snK^king  and  nondrinking  scaring 
areas,  shoesliincs  and  barbershops, 
specialty  Unxls  and  low  priced  souve- 
nirs. All  at  around  S4  a  scat,  $3  or  less 
for  children.  .-K  decent  ticket  at  Yankee 
Stadium,  home  to  si>me  o\xhc  rowdi- 
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ABOVE: 

Minor  league  owner  Frank  Boulton 

LEFT: 

Fans  at  a  Prince  William  Cannons  game 
A  postgame  feeding  frenzy 
is  part  of  the  fun. 


est  fans  around,  now  costs  about  $14. 
*  Typical  of  the  new  breed  of  owner 
is  Frank  Boulton,  chief  executive  of 
Boulton  Hourigan  Group,  a  New 
York  City  investment  banking  bou- 
tique. With  Arthur  Silber,  chairman 
of  Baltimore's  Sterling  Bank  &  Trust 
Co.,  Boulton  owns  Virginia's  class  A 
Prince  William  Cannons,  a  Yankees 
farm  team.  And  in  partnership  with 
Barry  Gordon,  chairman  of  American 
Fund  Advisors,  a  mutual  fund  con- 
cern, Boulton  owns  New  York's  AA- 
level  Albany- Colonic  Yankees. 

"We  know  we're  competing  for  the 
family  entertainment  dollar,  so  we 
have  to  make  it  easier  for  people  to 
enjoy  the  ballpark,"  says  Boulton. 
"Used  to  be  in  the  minors  you  were 
developing  players;  now  we're  devel- 
oping fans  as  well." 

And  doing  a  good  job  of  it.  Boul- 
ton's  Prince  William  Cannons,  out- 
side Washington,  D.C.,  drew 
209,000  fans  in  1991,  a  14%  increase 
over  1990. 

Smaller  communities  seem  to  love 
having  their  own  farm  teams,  and  turn 
out  to  support  them.  Leanne  Pagliai  is 


vice  president  and  co-owner  of  the 
High  Desert  Mavericks,  an  A-level 
San  Diego  Padres  farm  team  in  Ade- 
lanto,  Calif,  40  miles  north  of  San 
Bernardino.  Although  last  year  was 
her  team's  first  in  Adelanto,  the  Mav- 
ericks drew  over  200,000  fans,  a  rec- 
ord in  the  history'  of  the  California 
League. 

Pagliai  has  a  theory:  "Our  com- 
muter society  is  so  splintered  today, 
citizens  can't  bond  as  much  as  a  com- 
munity anymore;  minor  league  base- 
ball is  a  chance  to  get  together  with 
your  neighbors." 

Because  minor  league  owners  have 
no  control  over  the  makeup  of  their 
ball  club — the  major  league  team  that 
each  club  is  associated  with  decides 
who  plays  where — successful  opera- 
tors have  learned  quickly  to  make  a 
night  at  the  stadium  more  than  just  a 
baseball  game. 

A  good  example  is  Robert  Rich  Jr., 
president  of  Rich  Products  Corp.  in 
Buffalo,  the  nation's  largest  family- 
owned  frozen  food  manufacturer. 
Rich  has  owned  the  Buffalo  Bisons 
since  1983,  and  was  among  the  first  to 


make  his  games  "events."  He  puts  on 
a  weekly  fireworks  display,  sponsors  at 
least  three  major  concerts  a  season — 
last  year  the  Beach  Boys,  Aretha 
Franklin  and  Huey  Lewis  and  the 
News  came  to  town — and  dreams  up 
contests  where  fans  participate  on  the 
ball  field. 

"Thursdays  are  Pizza  Hut  Pop-up 
Night,"  explains  Rich's  wife  Melinda, 
the  team's  executive  vice  president. 
"Before  the  game,  contestants  come 
out  onto  the  field  and  try  to  catch 
three  pop-up  fly  balls.  If  someone 
catches  all  three,  then  ever\'body  in 
the  stadium  gets  a  ft"ce  pizza  ft"om 
Pizza  Hut." 

Peter  Kirk  is  another  ow  ner  who 
believes  in  catering  to  his  fans.  A 
MarN'land  real  estate  developer  for  20 
years,  Kirk  co  owns  the  class  A  Fred- 
erick Keys  and  the  AA  Hagerstown 
Suns,  both  farm  teams  in  the  Balti- 
more Orioles'  system.  He  also  repre- 
sents the  minor  leagues  to  the  majors 
in  policy  negotiations.  Says  Kirk,  "In 
my  parks  we  have  a  policy:  Any  child 
who  comes  to  the  ball  game  in  any 
kind  of  sports  uniform  gets  in  free. 
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Minor  league  baseball 


ABOVE:  Buffalo 
Bisons'  Robert 
and  Melinda  Rich 
LEFT: an  "event" 
at  a  Bisons  game 
"The  last  sports 
franchise," 
says  Melinda  Rich, 
"that  an 
individual 
can  afford." 


Last  year  in  Frederick,  we  let  more 
than  20,000  kids  in  free." 

To  try  to  attract  more  folks — and 
revenues — to  the  ballpark,  Kenneth 
Shepard,  general  manager  of  the 
Prince  William  Cannons,  has  come  up 
with  a  valet  car  wash  and  a  preferred 
parking  pass  for  season  tickctholdcrs. 
For  $2,  you  can  have  your  car  washed 
while  you're  watching  the  game;  and 
for  $75  a  year,  fans  can  have  their  own 
assigned  parking  spot. 

Small  towns  and  municipalities  are 
growing  to  love  minor  league  base- 
ball, too,  for  the  revenues  it  can  bring 
to  the  area.  City  officials  in  Frederick, 
Md.  (pop.  40,000)  are  ver>'  happy 
with  their  brand-new  $5.5  million 
stadium,  which  is  home  to  the  Keys. 
They  figure  that  in  one  season  an 
additional  $7  million  flowed  into  the 
coffers  of  local  businesses  because  of 
the  Keys  ballgames. 

No  surprise,  then,  that  minor 
league  owners  find  local  businesses 
only  too  eager  to  advertise  in  the  team 
yearbook,  buy  a  back-fence  billboard 
or  sponsor  promotional  evenis.  High 


Desert  Mavericks  co-owner  Leanne 
Pagliai  says  her  business  is  booming, 
recession  or  no.  "Other  media  had 
trouble  finding  advertisers  this  year," 
she  reports,  "but  we  had  45  business- 
es on  a  waiting  list  to  buy  billboards 
and  we  had  to  increase  our  program 
pages  by  50%." 

FLven  national  advertisers  like  Proc- 
ter &  Gamble,  Dial  Corp.  and  Camp- 
bell Soup  think  minor  league  baseball 
is  a  home  run.  Brian  Leatherberr^'  is  a 
territory  manager  for  Amoco  Oil's 
nine  gas  stations  in  Prince  William 
C'ounty,  Va.  This  year  Amoco  paid 
$6,000  for  print  and  radio  ads,  and  to 
sponsor  the  Prince  William  Cannons' 
team  photo  night  and  buy  a  billboard 
at  the  stadium. 

"We're  tr^'ing  to  build  local  loyal- 
ty'," says  Leatherberr\-.  "Let  people 
know  our  stations  are  owned  and 
operated  by  someone  in  the  commu- 
nity, that  we're  not  just  'big  oil.'  This 
is  a  perfect  \ehicle." 

With  minor  league  franchise  prices 
now  Hearing  the  $6  million  mark, 
most  owners  agree  the  easy  money  to 


be  made  speculating  in  the  franchises 
has  already  been  made.  Ralph  Acam- 
pora,  general  manager  of  the  Albany- 
Colonie  Yankees,  says  that  a  well- 
managed  AA  club  can  generate  reve- 
nues of  S 1  million  to  S2  million  a  year, 
but  net  profits  generally  run  from  5% 
to  10%.  "The  business  is  becoming 
more  and  more  aggressive,  and  we 
have  to  be  more  efficient  in  our  food 
business,  our  advertising  business, 
our  radio  business,"  he  says. 

The  December  1990  agreement 
between  the  major  and  minor  leagues 
increased  the  minors'  operating  costs 
substantially.  The  major  leagues  pay 
minor  league  players'  and  umpires' 
salaries  (players  get  am^here  from 
$850  a  month  to  $60,000  a  year), 
meal  money  and  equipment.  In  re- 
turn, the  minors  must  now  give  up  to 
5%  of  their  ticket  revenues  to  the 
majors.  Minor  league  owners  must 
also  contribute  more  to  travel  costs. 

"The  stakes  keep  getting  higher," 
says  the  Bisons'  owner,  Robert  Rich. 
"If  you  bought  a  team  for  $10,000, 
it's  not  so  critical.  But  if  you're  paying 
$5  million  for  a  franchise.'  A  lot  of 
people  are  just  getting  by.  We  own  a 
team  in  Niagara  Falls  that's  run  on  a 
very  modest  budget;  one  rainout 
there  and  we'll  lose  money  on  the 
season." 

One  of  the  newest  minor  league 
owners  is  well  aware  of  the  challenge 
he  faces.  Derrel  (Bud)  Harrelson,  for- 
mer manager  of  the  New  York  Mcts, 
took  out  an  option  to  buy  the  A- level 
Peninsula  Pilots  in  late  March.  A  farm 
team  for  the  Seattle  Mariners,  the 
Pilots  finished  1991  with  a  record  of 
46-93  with  a  22 -game  losing  streak.  A 
paltr\'  600  fans  came  on  average  to  a 
Peninsula  game  last  \ear,  e\en  though 
the  stadium  is  situated  near  Hampton 
and  Newport  News,  two  populous 
X'irginia  cities. 

Harrelson  is  hopeful.  "We're  going 
to  ha\e  more  promotion  nights  and 
more  giveaways  at  the  games,"  he 
says.  "We've  upgraded  concessions, 
cleaned  up  the  stadium  and  recondi 
tioned  the  playing  surface.  We're  of- 
fering baseball  at  below  nunie  theater 
prices." 

Let  the  major  league  owners  w turn- 
about tcning  up  their  televisii>n  rc\e- 
nues.  In  this  end  of  the  sports  busi 
ness,  the  ow ners  still  wi>rr\'  abtnit  in- 
the- flesh  tans.  ■§ 
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Sales  are  way  down  for  Germany's  Porsche, 
but,  slump  or  not,  both  VW  and  Mercedes-Benz 
lust  after  the  little  automaker. 

A  family  affair 


By  Diana  Fong 

A  MEMBER  of  the  family  that  owns 
Porsche  A.G.,  Germany's  smallest 
carmaker,  is  taking  over  as  chairman  at 
Volkswagen,  Europe's  biggest  pro- 
ducer. Will  Ferdinand  Piech  try  to 
combine  the  two  companies?  If  that's 
his  goal,  he  will  need  all  the  diplomacy 
he  can  muster.  And  patience. 

Piech,  55,  was  just  promoted  from 
head  of  vw's  Audi  subsid- 
iary to  chairman  of  the 
whole  $47  billion  (reve- 
nues) company.  He  is  the 
grandson  of  the  automo- 
tive genius  Ferdinand 
Porsche,  who  both  found- 
ed the  sports  car  company 
and  designed  the  Beetle 
that  made  V'w  successful. 

Piech  is  a  voting  stock- 
holder of  Porsche  and  is  on 
its  supervisory  board, 
though  VW  and  Porsche 
have  always  been  separate. 
They  might  even  become 
competitors:  Last  fall  Audi 
displayed  a  prototype 
sports  car,  the  Quattro 
Spyder,  that  could  directly 
compete  with  Porsche  if  it 
goes  into  production.  ^^^M 

Yet  it's  not  hard  to  see 
why  VW  would  like  the  sports  car 
company.  It  would  add  lots  of  luster 
to  vw's  different  lines — vw,  Audi, 
Skoda  and  seat,  vw  would  also  like 
more  access  to  Weissach,  Porsche's 
world- renowned  r&d  center  near 
Stuttgart,  considered  by  many  the 
best  auto  engineering  design  and  re- 
search center  in  the  world.  Its  2,000 
engineers  are  the  foundation  of  Por- 
sche's reputation.  Car  companies 
from  all  over  the  world  bring  them 
contract  design  work,  up  to  and  in- 
cluding Rolls-Royce  and  Stuttgart 
neighbor  Mercedes-Benz. 

Mercedes-Benz    uses    capacity    at 


Porsche  to  produce  midsize  sports 
cars  and  is  developing  a  convertible  at 
Weissach.  Mercedes  has  publicly  ex- 
pressed interest  in  Porsche,  but  there 
have  been  no  talks  between  them. 

Litde  wonder  the  two  giants  lust 
after  Porsche:  Ford  paid  $2.5  billion 
to  buy  Britain's  Jaguar  largely  for  the 
glory  of  the  name,  and  Porsche  is  at 


Ferdinand  Piech,  with  uncle  Ferdinand  Porsche  (left), 

mother  Louise  and  cousin  Wolfgang  (far  right) 

Guess  who's  equipped  to  run  the  family  company. 


least  as  prestigious. 

Piech  is  only  one  of  nine  family 
members  who  own  the  Porsche  vot- 
ing stock;  their  total  stake  in  Porsche 
A.G.  is  worth  about  $420  million  in  a 
family  fortune  estimated  by  Forbes 
von  Burda,  Forbes'  affiliate  in  Ger- 
many, to  be  about  $1.7  billion.  That 
the  company  remains  independent  is 
at  least  partly  due  to  Ferdinand 
Pitch's  mother,  Louise,  and  his  un- 
cle, also  named  Ferdinand  Porsche, 
after  Granddaddy.  Old  Uncle  Ferr\' 
still  comes  to  the  office  ever)'  day. 
And  Piech's  mother  still  cruises  do\\'n 
the  autobahns  in  her  Porsche  911 


Carrera  and  maintains  a  lively  interest 
in  company  affairs. 

But  Ferry  is  82  and  Louise  is  87. 
There  are  no  Porsches  prepared  to 
run  a  car  company  except  Ferdinand 
Piech,  who  is  committed  to  vw. 
Meanwhile,  problems  mount.  While 
the  company  is  not  yet  losing  money, 
sales  of  its  high-priced  cars  in  the 
U.S.,  once  its  key  market,  have  col- 
lapsed (from  the  peak  30,471  in 
1986  to  4,400  in  1991 ).  Last  month 
about  4,000  production  workers 
started  going  on  short  time.  Por- 
sche's only  steadily  selling  model,  the 
classic  911,  is  29  years  old.  Porsche 
tinkers,  but  any  really  new  design  is 
years  away.  In  the  last  two  years 
Porsche  has  lost  almost  all  its  top 
managers.  Most  quit. 

Porsche's  current  managing  chair- 
man is  Arno  Bohn,  not  a  car  man  but  a 
marketing  man  hired  in 
1990  after  a  predecessor 
was  fired.  There  is  bad 
blood  between  Bohn  and 
Piech.  Piech's  cousin,  Fer- 
dinand Alexander  (Butzi) 
Porsche,  now  56  and  chair- 
man of  the  Porsche  supervi- 
sory board,  might  seem  a 
logical  candidate  to  suc- 
ceed Bohn,  but  in  1972  old 
Ferrv'  Porsche  decided  all 
family  members  must  leave 
management  because  of 
family  squabbles.  That  sent 
Ferdinand  Piech  to  Audi 
and  Butzi  out  on  his  own. 
Butzi  Porsche,  who  de- 
signed the  911,  owns  and 
runs  Porsche  Design,  a 
company  that  designs  ex- 
pensive high-tech  spectacle 
frames,  watches,  pens  and 
TV  sets. 

Porsche  family  relations  are,  to  say 
the  least,  arcane.  The  wife  of  one 
Porsche  cousin  walked  out  years  ago, 
then  moved  in  with  Ferdinand  Piech 
and  bore  him  2  children.  Ferdinand 
eventually  left  her  for  the  children's 
nanny,  whom  he  married;  he  has  12 
children  by  at  least  three  women.  All 
this  makes  for  strains  but  apparently 
not  for  estrangement.  "The  fighting 
sounds  much  worse  than  it  really  is," 
Marlene  Porsche,  Piech's  former  live- 
in  companion,  told  Forres. 

The  Porsche  saga  would  make  a 
heck  of  a  soap  opera.  ^M 
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Ford  is  riding  an  upsurge,  a  fact  that  did  not  go 
unnoticed  by  GM's  outside  directors. 

Follow  that  Ford 


By  Jerry  Flint 

In  decreeing  the  surprising  shakeup 
in  General  Motors'  executive  ranks 
early  this  month,  GM's  outside  direc- 
tors were  certainly  influenced  by  the 
contrast  between  their  company's 
staggering  domestic  losses  and  the 
clearly  improving  situation  at  rival 
Ford  Motor  Co. 

Listen  to  Alexander  Trotman,  the 
58-year-old  transplanted  Scot  who 
heads  Ford's  North  American  auto- 
motive operations,  the  heart  of  Ford 
Motor  Co.  "In  some  vehicle  lines,  we 
are  now  as  good  as  anyone  in  the 
world,"  says  Trotman,  citing  the 
quality  of  Ford's  trucks,  the  Explorer, 
and  Taurus/Sable. 

Trotman  ticks  off  the  Ford  assem- 
bly plants  that  can  hold  their  own,  yes, 
with  Japan:  Adanta,  Chicago,  Kansas 
City,  and  Hermosillo,  Mexico.  "We 
really  don't  have  a  turkey  in  our  as- 
sembly system,"  he  says.  The  newly 
equipped  stamping  shops  are  as  good 
as  they  come. 

What  about  costs.>  To  be  best  in 
salaried  efficiency — compared  with 
any  carmaker  in  the  world — Trotman 
needed  20%  improvement  two  years 
ago.  "We've  closed  the  gap  by  half  In 
one  year,  1991,  we  took  out  12  per- 
centage points  of  our  costs.  Our  pro- 
ductivity went  up  enormously.  We 
get  another  8  points  and  then  we'll  be 
as  good  as  anyone."  By  "anyone"  he 
means  the  lapanese. 

So  when  will  Ford  be  number  one, 
as  good  as  or  better  than  any  auto- 
maker in  the  world  in  costs,  produc- 
tivity, quality  and  customer  satisfac- 
tion? Three  years,  Trotman  says.  "In 
all  aspects  of  the  businCvSs.  We  are 
equal  to  any  automaker  in  the  world 
in  many  aspects  now.  I  don't  want  to 
be  better  in  some  aspects.  I  want  to  be 
better  in  all  aspects." 

Trotman  speaks  with  authority. 
Under  his  leadership,  Ford's  North 
American  auto  operations  are  in  the 
black  and  have  picked  up  nearly  one 


point  in  market  share  in  the  past  year. 
Currendy,  Trotman  is  number  four 
in  Ford's  pecking  order.  Next  year  the 
company  is  expected  to  appoint  a  new 
top  team.  Odds  are  that  Allan  Gil- 
mour,  a  financial  man,  now  executive 
vice  president  over  the  entire  Ford 
automotive  group,  a  step  above  Trot- 


much  more  in  1993.  That  has  pushed 
the  stock  from  29  to  40  since  the  first 
of  the  year. 

With  U.S.  auto  operations  in  the 
black,  Ford's  big  problem  is  Europe, 
where  recession  in  Britain  along  with 
Ford's  own  stumbles  created  a  loss 
last  year.  If  Ford  Europe  turns  black 
this  year,  which  some  Ford  men  pre- 
dict, that  $1 .50  might  be  too  modest. 

What's  going  best  of  all  in  the  U.S. 
for  Ford  is  trucks.  Trucks — pickups, 
vans  and  utilit\'  vehicles — traditional- 
ly key  to  strong  profits,  are  running 
16%  ahead  of  year-ago  sales,  300,000 
deliveries  in  three  months  of  the 
700,000  car/truck  total.  But  it  will 
get  better. 

"We  have  the  strongest  truck  pro- 


Alexander  Trotman,  who  runs  Ford's  North  American  auto  operations 

Will  Ford  run  over  GM  in  trucks?  "That's  within  the  realms,"  he  says. 


man,  will  be  number  one,  and  Trot- 
man, the  product  man,  will  end  up  as 
number  two.  That's  still  a  likely  sce- 
nario, but  some  believe  Trotman's 
work  is  changing  the  odds. 

Forbes  has  learned  that  Ford's  sec- 
ond-quarter North  American  pro- 
duction is  scheduled  at  102%  of 
straight  time  capacit)'  (die  first  quar- 
ter ran  at  83%).  Consumer  kickbacks 
and  giveaway  deals  to  car  rental  fleets 
are  down,  saving  money  at  maybe  a 
$1  -billion-a-year  rate. 

Analysts  have  been  putting  Ford's 
1992  net  at  somewhat  less  than  SI 
billion,  or  $1.50  a  share,  and  more. 


gram  of  any  manufacturer  in  the 
world  imder  way  and  rolling,"  Trot- 
man says.  A  new  van  is  in  production 
now,  going  on  sale  later  this  summer. 
A  new  small  Ranger  truck  is  coming 
by  year-end.  Another  new  tmck  to 
meet  Toyota  when  it  brings  a  larger 
pickup  into  the  U.S.  is  in  the  works. 
Trotman  says:  "New  engines,  new- 
transmissions,  flare  sides,  high-per- 
formance versions,  ectmomy  ver- 
sions. We've  another  Explorer  com- 
ing. We're  not  giving  to  sit  on  Explor- 
er for  six  or  seven  years  and  not 
change  it." 

He  adds:  "We're  close  to  overtak- 
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ing  General  Motors  [in  trucks]." 
That's  a  stunner.  Ford  outsells  Chev- 
rolet in  trucks,  but  GM  has  two  divi- 
sions selling  trucks,  Chevy  and  GMC. 
Ford  has  never  beaten  them  both  in 
recent  history.  Trotman  puts  himself 
on  the  line.  "I  think  it's  entirely  possi- 
ble. I  think  that's  within  the  realms." 

Trotman  ticks  off  what  he  calls 
Ford's  remaining  "imperatives." 
These  imperatives  have  been  reduced 
to  numerical  goals.  Ford  figures  it 
must  be  25%  faster  in  creating  new 
products  to  match  the  best. 

Partly  achieved,  Trotman  says:  "In 
roundhouse  terms,  the  new  Mustang 
[out  the  end  of  next  year]  will  be  from 
drawing  board  to  street  in  36  months. 
So  we  got  the  time  imperative. 

"We  have  the  investment  efficiency 
imperative,  which  is  a  really  big  one 
because  we  are  hugely  capital-inten- 
sive. Our  imperative  there  was  to  take 
20%  out  of  our  next  five-year  invest- 
ment without  any  content  reduction. 

"We  have  about  two- thirds  of  that 
done.  We  have  saved  a  couple  billion 
dollars  of  investment  efficiency  with- 
out taking  any  product  out.  The  body 
and  assembly  guys  in  the  last  12 
months  alone  saved  $760  million 
[from  the  five-year  program].  That's 
just  body  and  assembly." 

Best  of  all,  Ford  has  plenty  of  new 
product  in  the  pipeline:  a  new  Mark 
VIII  luxury  coupe  for  1993  and  a  new 
low-end  Probe  sports  coupe,  a  new 
minivan  going  on  sale  in  summer,  a 
new  small  Ranger  truck  for  1993.  At 
the  end  of  next  year  there  is  the  new 
Mustang  and  a  new  midsize  car, 
smaller  than  the  Taurus.  That's  a  lot 
of  new  product  coming. 

Contrast  all  this  with  General  Mo- 
tors. CM  has  been  losing  hundreds  of 
millions  of  dollars  a  month  in  its 
North  American  automobile  opera- 
tions, with  a  relatively  slow  approach 
to  downsizing — the  well-publicized 
plant  closings  announced  last  Decem- 
ber will  take  years  to  accomplish.  Ford 
did  most  of  its  bloodletting  over  the 
past  dozen  years;  it  has  httle  excess 
capacity  today  and  attrition  will  prob- 
ably take  care  of  any  needed  job- 
shedding. 

So  it  hurts,  it  really  hurts.  Proud  old 
CM  deep  in  the  red  and  losing  market 
share,  while  Ford  gains  market  share 
and  breaks  into  the  black  during  a 
tough  economic  period.  ^ 


Behind  the  collapse  of  the  Japanese  stock  market  lie 
real-world  problems  with  that  country's  economy  that  do 
not  lend  themselves  to  quick  fixes  or  easy  solutions. 

Too  much  of 
a  good  thing 


By  Andrew  Tanzer  with  Peter  Fuhrman 


With  ALL  THE  TALK  these  days  about  a 
shortage  of  capital,  it's  hard  to  imag- 
ine an  economy  with  too  wwc/;  invest- 
ment. Yet — over  and  above  a  col- 
lapsed stock  market — too  much  capi- 
tal spending  is  behind  some  of  Japan's 
current  problems.  Since  the  late 
1980s  Japanese  manufacturers  have 
looked  at  their  capital  spending  levels 
as  a  measure  of  virility. 

As  a  result,  over  the  past  five  years 
Japanese  corporations  have  sunk  $3 
trillion  into  plant  and  equipment,  an 
amount  close  to  the  current  Japanese 
gross  national  product.  A  proportion- 
ately equivalent  amount  of  invest- 
ment in  the  U.S.  would  require  out- 
lays of  over  $1 .2  trillion  a  year — more 
than  double  our  actual  spending  on 
new  plant  and  equipment. 

Japan's  capital  spending  boom 
generated  about  two-thirds  of  the 


countr\''s  economic  growth  from 
1987  through  1991  and  thus  made 
expectations  of  growth  a  kind  of  self- 
fiilfilling  prophecy.  The  trouble  is 
that  for  the  Japanese  a  lot  of  this 
investment  isn't  paying  offi  So  Japa- 
nese business  is  cutting  back  on  in- 
vestment. Capital  investment  by  Japa- 
nese manufacturers  will  be  hit  particu- 
larly hard — it  is  expected  to  slump  by 
14%  in  the  fiscal  year  starting  in  April, 
according  to  Sanwa  Bank. 

Japan  is  in  its  first  recession  since 
1975.  Industrial  production  dechned 
by  4%  in  Januar\'-Februar\'  over  the 
same  period  in  1991 .  Even  so,  inven- 
tories have  been  piling  up  at  a  double- 
digit  rate  since  the  fourth  quarter  of 
last  year. 

Most  forecasts  say  the  economy  will 
grow  by  2.5%  at  best  in  the  current 
fiscal  year,  half  the  rate  on  which 
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Japanese  economy 


much  of  Japanese  industry  predicated 
its  capital  spending  plans.  Fueled  by 
easy  access  to  cheap  capital  before  the 
collapse  of  the  Tokyo  stock  market  in 
1990,  many  companies  invested  in 
marginal  projects  that  made  sense 
only  when  money  was  almost  free. 

And  almost  free  it  was  in  the  recent 
past  when  Japanese  companies  could 
borrow  at  1%  or  2%  by  issuing  deben- 
tures convertible  into  common  stock. 
"At  a  time  when  asset  inflation  coin- 
cided with  low  interest  rates,  many 
manufacturers  lowered  their  criteria 
of  investment,"  explains  Akio  Mi- 
kuni,  president  of  Mikuni  &  Co.,  a 
credit  rating  agency. 


automation  are  now  raismg  compa- 
nies' break-even  points. 

Japanese  industrial  profits,  even  for 
blue-chip  companies  such  as  Nissan, 
Hitachi  and  Sony,  are  starting  to  look 
like  profits  at  the  Forbes  500s  compa- 
nies during  the  past  couple  of  years: 
weak  (see  p.  206).  Sanwa  Bank  esti- 
mates that  earnings  for  manufacturers 
fell  20%  in  the  fiscal  year  ended  Mar. 
31  and  will  drop  another  32%  this 
year,  the  third  consecutive  year  of 
declining  earnings.  Sanwa  estimates 
that  pretax  profit  margins  of  Japan's 
huge  auto  and  electronics  industries 
slid  to  only  2%  last  year,  from  6%  to  7% 
in  1984. 


Seto  Ohashi  bridge,  between  Honshu  and  Shikoku  islands 

A  white  elephant  where  tolls  are  so  high  people  take  the  boat. 


With  growth  slowing,  even  plants 
built  with  cheap  capital  are  a  drag. 
Depreciation  costs  for  many  manu- 
facturers arc  rising  at  a  10%  to  15% 
rate,  much  faster  than  sales  growth  in 
a  low-inflation,  sluggish  economy. 
According  to  stockbrokers  DBS  Phil- 
lips &  Drew,  the  real  return  on  new 
capital  expenditures  by  industry  is 
now  negative  (sec  chart,  p.  45). 

Meanwhile,  a  lot  of  that  cheap  debt 
is  coming  due,  with  the  debentures 
unconverted.  It  must  be  replaced  now 
with  much  dearer  debt.  Typically, 
Japanese  companies  must  replace  eq 
uity  linked  debt  raised  at  1%  to  2% 
with  6%-to  7%  money.  This  at  a  time 
when   many  of  the  investments  in 


Both  industries  are  now  prolong- 
ing product  model  cycles  and  reduc- 
ing model  changes;  some  companies 
are  even  paring  R&n  budgets. 

The  Japanese  economy  is  not  about 
to  collapse.  In  government  hands  are 
unused  weapons  to  fight  the  sluggish 
ness.  For  example,  it  could  cut  Japan's 
very  high  income  taxes.  At  55%  on 
incomes  over  $76,000,  and  risinu.  to  a 
top  marginal  rate  of  65%,  the  Japanese 
rate  is  the   highest  among  leading 
industrial  economies,  and  the  tax  bur 
i.\cn  has  been  rising  o\er  the  last  three 
years.  Cutting  the  rate  would  encour 
age    consumption,    stimulating    im- 
ports as  well  as  dt)mestic  production 
and  profitability. 


Rather,  however,  than  risk  higher 
deficit  spending,  the  government  has 
opted  for  a  more  timid  package.  The 
Bank  of  Japan's  discount  rate  was  cut 
from  4.5%  to  3.75%,  and  the  govern- 
ment plans  on  spending  75%  of  the 
budgeted  SI 40  billion  in  public 
works  over  the  next  six  months. 

It  probably  won't  be  enough.  With 
industry  overinvested,  the  lower  in- 
terest rates  won't  do  much  for  capital 
spending.  As  for  the  public  works, 
Japan's  construction  business  is  noto- 
riously corrupt,  ineflficient  and,  as  a 
massive  contributor  to  the  ruling  Lib- 
eral Democratic  Part)',  highly  protect- 
ed. An  estimated  20%  of  government 
money  will  go  toward  land  purchases, 
which  do  nothing  for  the  economy. 

There  is  litde  prospect  of  stimulat- 
ing the  economy  by  boosting  exports: 
Japan's  trade  surplus  is  likely  to  hit  a 
record  SI 30  bi'Jion  or  more  this  year, 
and  protectionist  noises  ft-om  its  for- 
eign markets  are  getting  louder  and 
louder. 

The  stimulus  package  looks  ver\' 
much  like  the  one  unveiled  in  1987  by 
Kiichi  Miyazawa,  then  finance  minis- 
ter and  now  prime  minister,  who  set 
in  motion  the  last  public  works  boom. 
This  fed  the  real  estate  spiral  that 
ended  up  with  the  Japanese  banks 
loaded  with  huge  loans  based  on 
bloated  land  prices. 

Little  wonder  the  Tokyo  stock  mar- 
ket gave  a  clear  thumbs  down  aft:er  the 
stimulus  package  was  un\eiled  on 
Mar.  31.  The  Nikkei  stock  market 
index  proceeded  to  drop  by  10%  over 
the  following  week,  from  19,670  to 
weU  below  18,000. 

Corporate  bankniptcies,  already 
high,  are  expected  to  increase.  Finan- 
cial concerns  are  most  vulnerable,  but 
manufacturers  arc  increasingly  so. 
"We  have  a  bubble  in  manufacturing 
facilities,"  says  Mikuni,  ''backed  by 
bubble  financing." 

In  the  end,  stronger  measures  will 
probably  be  needed  to  stabilize  the 
Japanese  financial  s\stem  and  restore 
ect)nomic  growih.  The  Japanese  will 
probably  dt>  what's  to  be  done;  at 
some  point  the  Tokyo  market  will  be  a 
bu\'  again.  Rut  the  big  question  mark 
now  is:  How  much  damage  will  the 
Japanese  slowdown  and  financial  in- 
stabilit)-  have  on  less  robust  and  less 
di.sciplined  economies  olsc-w  here  in 
the  world.-  Bi 
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We  should  Ve  seen  it  coming. 
Suddenly,  were  getting 
a  reputation  we  simply 
weren't  expecting.  Racy 

After  all,  the  Camr>'  SE 
was  bom  with  the  185  horse- 
power 24- valve  V6  engine  that 
USA  Today  touts  as  "providing  ve  Engme 
as  much  power  as  a  conventional 
V8."  Plus,  this  new  arrival  to 


the  family  is  gifted  with  a  startling  list  of 
talents  unique  in  the  Camr>'  ancestry 
Like  stiffer  sport  suspension, 
a  5-speed  manual  transmission, 
a  quicker  steering  ratio,  standard 
sport  alloy  wheels,  black-out  window 
trim,  leather-trimmed  steering  \\hee\ 
and  shift  knob,  5-way  adjustable  sport  seat 
with  bolsters,  and  color-keyed  rear  spoiler. 
And  while  its  performance  and  handling 


are  leaving  people  wonderfully 
stunned,  one  thing  about  the 
Camr)'  SE  is  purposefully  predict- 
able. It  was  raised  to  be  just  as 
safety  conscious  as  its  siblings,  \^ith 
a  standard  driver-side  air  bag*  and 
available  ABS.  Of  course,  at  Toyota, 
we  love  all  our  Camr\'s  equally  but 
when  it  comes  to  shock  value,  the 
SE  is  the  heir  to  all  we  have. 


Naturally  its  been  a  shock 

to  the  family 


The  all-new  1992  camry  se 

We  JUST  COLT.DNT  LEA\T  WT;LL  ENOUGH  ALONE. 


\      / 


Call  l^OtH^O-TCPyaniratin^^^^^H^watdniec 
Budde  Up!  Do  it  fv  those  win  kxt  yoL  CBS  li«Dta  Motcr  Sdes^  USA.  Inc. 


)ve  what  you  do  forme" 
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T.  Boone  Pickens,  the  self-styled 
shareholders'  friend,  hasn't  done  much 
for  Mesa's  shareholders  lately. 

Slimmed  Pickens 


By  James  R.  Norman 

Time  and  cash  finally  seem  to  be 
running  out  for  T.  Boone  Pickens. 
The  man  who  wrapped  himself  in  the 
flag  of  shareholder  rights  and  chased 
Gulf  Oil  into  the  arms  of  Chevron  is 
starting  to  squirm  as  his  onetime  take- 
over vehicle.  Mesa  Inc.,  careens  to- 
ward a  $1.3  billion  wall  of  debt.  Ab- 
sent a  surge  in  natural  gas  prices,  the 
Dallas-based  independent  producer 
could  be  out  of  cash  next  year. 

Mesa  owns  1 .9  trillion  cubic  feet  of 
natural  gas.  Betting  gas  would  go 
from  $2  per  thousand  cubic  feet  at  the 
wellhead  to  $3,  Pickens  leveraged  up 
and  bought  these  in-ground  reserves 
in  the  late  Eighties  for  about  $1.20 
per  thousand  cubic  feet.  His  incen- 


tive: a  3%  acquisition  fee. 

But  the  gas  bubble  won't  go  away, 
wellhead  gas  now  fetches  less  than  $  1 , 
and  in-ground  reserves  are  selling  for 
about  50  cents.  Goldman,  Sachs  pegs 
Mesa  revenues  this  year  at  $173  mil- 
lion, about  half  those  of  1990  and 
barely  more  than  Mesa's  $144  million 
annual  interest  bill.  Annual  cash  flow 
from  operations:  about  $90  million, 
before  $60  million  in  capital  outlays. 

Desperate  to  raise  cash  and  pay 
down  debt.  Mesa  began  selling  prop- 
erties two  years  ago.  In  1990  and 
1991  the  company  booked  aft:ertax 
losses  of  $47  million  on  $468  million 
of  disposals.  Industry  sources  describe 
Pickens,  63,  as  increasingly  dour  and 


Mesa  Chairman 
T.  Boone  Pickens 
His  bet-the- 
ranch  gamble 
on  natural  gas 
prices  has  been 
a  blowout  for 
shareholders. 
Now  his  bond- 
holders may  have 
to  take  stock 
as  well. 


distressed  over  his  ticking  debt  bomb. 
Pickens  declined  to  talk  to  Forbes. 

Mesa  was  able  to  refinance  some 
$600  million  of  its  bank  debt  last  year 
by  placing  long-term  notes  with  a 
Cigna-led  insurance  group.  But  the 
Cigna  group  took  Mesa'^  rich  Kansas 
reserves  as  collateral  and  thus  gets  first 
claim  on  about  two- thirds  of  Mesa's 
fiiture  revenues  to  ser\'ice  their  notes. 
That  leaves  a  much  shrunken  produc- 
tion base  to  service  SI 00  million  in 
remaining  bank  debt  and  S600  mil- 
lion in  12%  and  13.5%  junk  bonds. 

Mesa  could  have  negative  cash  flow 
this  year  of  $120  million.  That  can  be 
covered  by  a  remaining  S260  million 
cash  hoard.  But  with  few  unencum- 
bered assets  left  to  sell,  that  cash 
cushion  will  rapidly  deflate. 

Analysts  expect  Mesa  to  make  an 
exchange  offer  by  year-end:  new  equi- 
ty of  some  kind  for  the  junk  bonds, 
which  trade  at  about  80%  of  face 
value.  That  would  mean  serious  dilu- 
tion for  shareholders,  whose  stock  has 
shriveled  to  under  $5  a  share,  ft-om 
$70  four  years  ago  and  S 1 7 1  in  1 98 1 . 
Along  the  way  stockholders  got  some 
$60  per  share  in  distributions.  With 
Mesa's  39  million  shares  worth  only 
$170  million,  conversion  of  the  S600 
million  junk  debt  to  equit)'  \\ould 
leave  the  stock  worth  less  than  decent 
wallpaper. 

Even  if  Mesa  just  uses  stock  to  pay 
interest  on  one  $300  million  junk 
bond  issue  that  may  start  in  August,  it 
would  give  away  20%  of  its  market  cap 
just  to  pay  one  year's  interest.  Oil  and 
gas  analyst  Alan  Gaines,  of  Gaines, 
Berland  Inc.,  rates  Mesa  common  as 
"an  investment-grade  short,"  if  not  a 
Chapter  1 1  candidate. 

Pickens  still  owns  a  4.2%  stake  in 
Mesa  and  has  probabh  lost  SI 00 
million  on  paper.  But  don't  cr\  for 
Boone.  He  is  bclic\cd  to  have 
amassed  $50  million  or  so  in  cash 
from  the  tat  distributions  paid  on  that 
stake  from  1986  to  1991  while  Mesa 
was  a  limited  partnership — payouts 
that  tar  exceeded  the  ctMnpany's  in 
come  and  left  it  laden  with  debt.  Ijst 
year  he  collected  a  S9o0,000  salan . 

Shareholders  have  little  left  to  U^sc. 
Sighs   George   Wypcr.   chief  invest 
ment  otficer  of  Fund  American  Hntcr- 
prises,  stuck  w  ith  2%  of  Mesa's  shares: 
"We've  taken  our  lumps." 

Bix)ne,  the  shareholders'  friend.^ 


48 


Forbes  ■  .\pril  2".  1^^: 


-C^;' 


I 


At  U.S.  Trust,  there  is  a  tradition  of  invesuiieni  expertise  that  has  helped  otir  clients 


and  their  families  consistently  increase  tiieii  assets.  It's  a  traditi(jn  we  can  uphold 


ir   '  ^        ^ ^r- 


for  you.  To  learn  hoiv  our  asset  management,  private  banking  iind  trust  st-rvices 


can  benefit  \ou,  call  Richard  E.  Folev,  Senior  Vice  President,  at  1-8(K) -U.S.  TRUST. 


• 


Palm  licadi 


Boca  Raion 


l-os  Angck's 


SIEMENS 


1908.  That  was  then. 


One  of  the  favorites  in  the  The  Great  New  Yoik  to  Pans  Race  was  a  motor  car  named 
Protos.  It  was  built  by  a  company  named  Siemens. 


if^  Siemens  Corporation  1992 


1992.  This  is  now. 


Today,  Siemens  builds  ainnost  everything  for  an  automobile  except  the  automobile  itself. 
We  supply  22  of  the  world's  major  car  makers  with  over  700  systems  and  products, 
from  fuel  injectors  and  microprocessors  to  halogen  headlamps.  Those  products  are  only 
some  of  the  many  precision  technologies  made  by  the  15,000  Siemens  people  working  at 
60  U.S.  manufacturing  sites.  In  fact,  with  35,000  men  and  women  working  nationwide, 
Siemens  remains  determined  to  continue  as  a  leader  in  the  kirx:!  of  thinking  that  produces 
innovative  techrx)logy  for  everyone.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '92.  Box  8003A,  Trenton.  NJ  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Ligfiting  Systems         Medical  Systems        Powec  Generation        Telecommunications         Transportation 


Best  Buy  Co.  is  betting  heavily  that  buyers  of  electronic 
equipment  no  longer  need  a  lot  of  hand-holding. 

Appealing  to 
the  technophlles 


By  R.  Lee  Sullivan 

Minneapolis-based  Best  Buy  Co., 
Inc.,  a  73-unit  chain  of  consumer 
electronics  superstores  situated  in  ten 
midwestern  states,  is  thriving  in  the 
midst  of  a  particularly  rough  stretch 
for  consumer  electronics.  Overall 
sales  of  consumer  electronics  have 
crept  forward  by  3%  annually  since 
1989.  But  at  Best  Buy,  sales  have 
increased  at  an  annual  rate  of  23% 
during  the  same  period.  Its  revenues 
last  year:  $929  million. 

What's  the  secret.^  No  secret.  Ex- 
plains Best  Buy  Chairman  and  Chief 
Executive  Officer  Richard  Schulze: 
"It's  just  that  we're  different  from  the 
traditional  style."  Superstores  sell  a 
wide  assortment  of  consumer  elec- 
tronics and  major  appliances  at  dis- 
count prices.  Best  Buy  does  that,  too. 


but  in  a  different  manner.  Companies 
like  Circuit  Cit\'  Stores,  Silo,  High- 
land Superstores,  McDuff  and  Fretter 
operate  spacious  high-tech  show- 
rooms to  demonstrate  merchandise 
and  sway  shoppers.  Best  Buy,  on  the 
other  hand,  more  closely  resembles 
the  self-service  warehouse  approach 
of  a  Home  Depot  or  Staples. 

Best  Buy's  unique  approach  grew 
out  of  management's  realization  that 
it  needed  to  differentiate  itself  from 
the  competitive  crowd.  In  1988  Sears 
was  interested  in  buying  Best  Buy. 
The  deal  fell  through,  but  it  started 
Schulze  thinking.  "We  knew  from 
their  interest  that  there  was  a  strong 
likelihood  of  them  doing  this  on  their 
own,"  he  recalls,  alluding  to  Sears' 
Brand   Central   departments.    "Our 


conclusion  was  that  if  we  didn't  differ- 
entiate, we  were  going  to  get  lost  in 
the  shuffle.  Candidly,  we've  simply 
taken  a  format  that's  already  been 
made  popular  by  Home  Depot  and 
Toys  "R"  Us  and  adapted  it  to  con- 
sumer electronics." 

No  pampering  here.  At  Best  Buy 
shoppers  browse  among  bare -frame 
racks  on  concrete  floors  under  high 
ceilings.  Inventory  is  kept  alongside 
display  models  on  the  sales  floor  so 
customers  can  cart  their  purchase  di- 
rectly to  the  checkout,  rather  than 
waiting  for  it  to  be  pulled  from  stock. 

There's  no  hand-holding,  either. 
Convinced  that  high-pressure  sales- 
people intimidate  shoppers,  Best  Buy 
has  dispensed  with  a  commissioned 
staff  in  favor  of  salaried  specialists  who 
provide  guidance  but  have  no  stake  in 
trying  to  sell  shoppers  a  more  expen- 
sive model  than  they  need. 

The  underlying  assumption  at  Best 
Buy  is  that  the  day  of  the  technophobe 
is  over.  "Consumers'  comfort  level 
with  high  technolog>'  has  changed," 
says  analyst  Steven  Ashley  of  Clear\' 
Gull  Reiland  &  McDexitt.  "There  is 
an  element  of  the  population  who  can 
buy  those  products  without  much 
sales  help." 

"They're  prett\'  well-informed  cus- 
tomers when  they  walk  in  the  door," 
says  Schulze.  "They  don't  know  ev- 
er\thing,  but  they  probably  know 


Best  Buy  i 

Richard  Schulze 

The  store's  warehouse  layout 

brings  a  self-service  approach 

to  selling  consumer  electronics, 

but  can  it  make  money? 
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Coming 
From  A 

Tliadition 

Rivaled 

Only  By 

The  Game 

Itself 

Since  our  entry  into  the 
pro  arena,  Cross  Creek 
Pro  Collection  has  con- 
tinued its  rapid  growth 
as  a  leading  resource  of 
quality  knit  shirts.  Backed 
by  56  years  of  experience, 
Cross  Creek  offers  a  hill 
range  of  superior  cotton 
knit  shirts,  slacks,  and 
shorts  created  exclusively 
for  the  pro  market.  Con- 
tact your  local  pro  shop 
or  call  1-800-877-8361. 


Cross  Creek 

Pro  Collection.  Since  1935. 

The  Experience  Shows?* 


CrossCrcek* 

PfoCollccUon 


The    E<cepl<onal    Shirt 

MADE  IN  U.S.A. 


Su 


jmo-: 
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Best  Buy 

more  than  50%  of  what  you  need  to 
know  to  make  a  buying  decision.  The 
information  we  provide  at  the  store 
level  gives  them  the  rest  of  the  data 
they  need." 

Products  are  arranged  by  manufac- 
turer at  Best  Buy  rather  than  by  price, 
as  is  common  in  traditional  super- 
stores. And  the  number  of  manufac- 
turers is  limited.  In  televisions,  for 
instance.  Best  Buy  carries  roughly  the 
same  number  of  items  as  competitors, 
but  from  only  about  half  the  number 
of  suppliers. 

This  choose-it-yourself  approach 
to  electronics  marketing  is  definitely 
not  mainstream.  "The  best  way  to  sell 
an  electronics  product  is  to  experi- 
ence it  with  someone  who  can  explain 
all  the  technology,"  insists  John 
Briesch,  president  of  Sony  Consumer 
Products  Group.  But  he  admits, 
"Sony  is  selling  to  Best  Buy,  and  we 
have  a  good  relationship." 

Will  the  Best  Buy  concept  spread.^ 
Most  competitors  tend  to  regard  it  as 
a  niche  business,  and  they  continue  to 
think  most  customers  want  hand- 
holding.  Investors  are  cautious.  The 
warehouse  format  subsists  on  thinner 
gross  profit  margins  than  competi- 
tors', and  Best  Buy's  return  on  equity 
is  only  half  that  of  Circuit  City  Stores. 
The  coming  year  is  seen  as  crucial. 
Analyst  Edwin  Underwood  of  Scott 
&  Stringfellow  says,  "As  the  gross 
margins  continue  to  drop,  we're  all 
waiting  to  see  where  that's  going  to 
level  off,  what  the  expense  level  is 
going  to  be.  Then  we  can  see  if  they 
can  make  money  at  this." 

Meanwhile,  Richard  Schulze  is  pur- 
suing ambitious  expansion  plans. 
Drawing  on  $88  million  from  a  stock 
offering  last  fall.  Best  Buy  intends  to 
open  25  to  30  new  stores  this  year. 
The  company  figures  its  aggressive 
campaign  will  help  push  revenues  past 
$1.4  billion  in  1992. 

Retail  Watch,  a  monthly  trade 
newsletter,  is  a  believer.  The  newslet- 
ter gave  mixed  reviews  to  Best  Buy's 
original  warehouse  store.  But  now, 
after  two- thirds  of  the  chain  has 
adopted  the  format,  the  publication  is 
enthusiastic.  "It's  taken  the  used  car 
salesman  out  of  consumer  electron- 
ics," says  consultant  Will  Andcr. 

The  whole  consumer  electronics 
industry  is  watching  with  intense 
interest.  ^ 


While  Dun  &  Bradstreet  was  crying  over  its  credit 
report  scandal,  its  biggest  division,  A.C.  Nielsen, 
let  a  scraggly  upstart  eat  its  beans. 

Trouble  on  a 
second  front 


By  Gary  Slutsker 

As  IF  Dun  &  Bradstreet  doesn't  have 
enough  trouble.  In  1989  a  series  of 
Wall  Street  Journal  articles  and  law- 
suits accused  d&b  of  selling  customers 
credit  ratings  they  didn't  need.  Al- 
though D&B  still  accounts  for  90%  of 
the  credit  rating  business,  fixing  the 
problem  has  been  cosdy. 

But  D&B  has  what  could  be  worse 
trouble  on  a  second  front.  Its  A.C. 
Nielsen  market  research  unit,  source 
of  22%  of  d&b's  sales  and  perhaps  15% 
of  its  operating  profit,  has  been  losing 


business  to  a  determined  competitor. 
Best  known  for  its  television  rat- 
ings, A.C.  Nielsen  booked  SI  billion 
in  sales  last  year  fi-om  bean  counters. 
Literally.  It's  a  business  that  began  in 
the  1930s  when  Arthur  C.  Nielsen 
first  sent  people  out  to  track  the 
movement  of  Campbell's  beans  off 
grocers'  shelves.  (And,  yes,  it's  the 
origin  of  the  term.)  In  1984  Dun  & 
Bradstreet  purchased  Nielsen  for  SI  .3 
billion.  Even  now,  Nielsen  Marketing 
Research  produces  more  revenue  for 


IRI's  Jim  Andress  and  Gian  Futgoni 

Back  from  the  brink  with  a  vengeance. 
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its  parent  than  do  credit  reports  or 
Reuben  H.  Donnelley  yellow  pages. 

The  thorn  in  Nielsen's  side  is  a 
scrappy  upstart  called  Information 
Resources  Inc.  ( 1991  revenues,  S208 
million).  Since  1990,  Hunt-Wesson, 
Campbell  Soup,  Clairol,  H.J.  Heinz, 
Lever  Brothers,  Tambrands  and  3M 
have  all  quit  Nielsen  and  taken  their 
U.S.  market  research  business  to  IRI. 

In  st\le  and  in  substance,  Nielsen 
and  IRI  are  different  animals.  Nielsen 
operates  from  a  lush  suburban  Chica- 
go campus.  iRl's  downtown  Chicago 
offices  occupy  a  converted  loft  build- 
ing that  is  surrounded  on  t^^'o  sides  by 
elevated  train  tracks. 

IRI  has  been  winning  Nielsen's  cus- 
tomers by  aggressively  exploiting  the 
latest  in  computer  technology  and 
apphing  it  to  market  research 
(Forbes,  Oct.  15, 1990).  The  compa- 
ny takes  data  collected  from  checkout 
scanners  and  dissects  them  vsith  pow- 
erfril  analytical  soft^vare.  Armed  with 
iRl's  data,  a  marketer  can  see  week  by 
week  how  a  product  is  doing,  even  in  a 
single  store,  and  track  sales  against 
local  ads  or  promotions.  Before  the 
advent  of  scanner  data,  Pepsi-Cola  says 
it  waited  eight  w  eeks  to  get  the  Nielsen 
report  on  how  it  had  done  against 
Coke,  and  then  only  by  region. 

Campbell  Soup  switched  to  IRI 
from  Nielsen  two  years  ago.  "It  was  a 
painftil  decision  for  me  because  I've 
had  a  30-year  relationship  with  the 
Nielsen  people,"  says  Anthony  Ad- 
ams, vice  president  of  market  re- 
search. "But  ultimately  our  responsi- 
bility' is  to  management  and  share- 
holders. We  told  Nielsen  to  stay  in 
touch." 

IRI  didn't  sneak  up  on  Nielsen.  Far 
from  it.  Nielsen  introduced  scanner 
technology-  in  1979.  By  the  mid- 
1980s  IRI  wasn't  even  a  direct  com- 
petitor; its  main  product  let  marketers 
use  cable  rv  to  test  how  effective 
specific  advertisements  were  in  a  seg- 
ment of  a  household  group  by  track- 
ing supermarket  purchases  using 
scanner  data. 

In  early  1987,  however,  IRI  began 
offering  market  research  based  on 
scanning  data  that  was  aimed  at  Niel- 
sen's scanning  service.  Rather  than 
fight  back.  Dun  &  Bradstreet  ap- 
proached IRI  about  acquiring  it.  In 
August  1987  D&B  offered  S572  mil- 
lion, or  60  times  1986  earnings,  for 


Nieisei  P''esidei^t  John  Cos:6.  c 
Still  feeling  good. 


the  little  company.  iRi's  young  co- 
founder,  John  Malec,  and  its  chief 
executive,  British- bom  Gian  Fulgoni, 
accepted  the  offer,  which  required 
approval  from  the  Federal  Trade 
Commission. 

The  offer  came  at  an  awkward  time. 
Fulgoni  had  committed  to  a  huge 
capital  expansion  to  increase  the  size 
of  iRl's  scanning  sample  from  150 
supermarkets  to  an  eventual  2,400. 
Confident  that  the  ftc  would  ap- 
prove the  merger,  Fulgoni  went 
ahead  with  the  expansion,  even 
though  iRl's  revenue  growth  col- 
lapsed as  prospective  clients  decided 
to  wait  to  see  how  the  Nielsen/iRi 
combination  would  affect  them.  To 
finance  the  expansion,  Fulgoni  added 
lots  of  debt  to  iRl's  hitherto  pristine 
balance  sheet. 

Then  the  rug  was  pulled  fixDm  un- 
der him.  .\fter  considering  the  pro- 
posed Nielsen/lRl  combination  for 
four  long  months,  the  Federal  Trade 
Commission  blocked  the  deal  on  anti- 
trust grounds.  Overnight,  iRl's  stock 
lost  38%  of  its  value. 

For  a  while  it  seemed  Nielsen's  IRI 
threat  had  been  neutralized.  Crippled 
by  stagnant  sales  and  heavy  debt,  IRI 
lost  S3  million  in  1987.  It  broke  even 
the  next  year  but  in  1989  lost  S3 
million  as  it  struggled  to  attract  new 
customers  and  get  rid  of  several  cash- 
draining  side  ventures. 

To  reestablish  iRl's  footing,  Ful- 


goni bought  the  client  roster  of  sami, 
a  once  successfiil  market  researcher 
that  missed  out  on  scanners  and  went 
out  of  business  in  1990.  Cost:  a  57 
million  note  to  samj  parent.,  Control 
Data.  In  1989  Fulgoni  hired  James 
.\ndress  as  president;  he  w  as  fbrmerh- 
chairman  of  health  care  products  for 
SmithKline  Beecham.  A  well-con- 
neaed  and  experienced  cxccuti\e, 
.\ndress  has  helped  open  doors  and 
raise  monev'  to  pay  down  debt,  includ- 
ing a  S46  million  stock  offering  last 
.ear.  IRI  also  spun  off  Mdeocan,  a 
moncvdosing  division  that  had  tried  to 
put  computers  on  shopping  carts 
Forbes,  .V/flv  i  J,  1991). 

Today,  apart  from  the  sami  note, 
IRI  is  debt  free,  has  S25  million  in  cash 
and  earned  S14  million  on  sales  of 
S2 10  million  last  year.  With  the  stock 
recenth'  trading  at  30,  iRl's  market 
value  is  back  to  w  hat  D&B  was  going  to 
pay  for  it  in  1987.  It  trades  at  a  verv" 
rich  30  times  anticipated  1992  earn- 
ings. Yet  some  analv-sts.  including 
Morgan  Stanley's  Martin  Calihan., 
still  think  it's  worth  buying. 

It  may  be,  to  judge  from  Nielsen's 
missteps.  Nielsen's  effort  to  use  new 
technologv'  to  sell  its  data  through  a 
widelv-  publicized  deal  with  software 
producer  Metaphor  Computer,  now 
part  of  IBM,  fizzled.  And  less  than  two 
years  after  launching  an  advanced 
technologv  center  in  Bannockbum, 
111.,  Nielsen  has  fired  or  laid  off  many 
top  computer  scientists  it  had  paid  a 
lot  of  monev'  to  hire. 

Clients  that  choose  Nielsen  often 
do  so  for  reasons  that  the  spread  of 
technologv-  will  rapidh-  negate.  An- 
heuser-Busch and  Nabisco  LifeSavcrs 
do  so  because  Nielsen's  human  bean 
counters  still  reach  retailers  that  have 
yet  to  invest  in  scanners.  But  in  time 
that  advantage  will  tade  away. 

Nielsen  President  John  Costello 
would  rather  not  talk  about  competi- 
tion. "We're  tceling  ven,  good  about 
our  growth,"  he  sav-s. 

Nielsen  still  leads  IRI  overseas, 
w  here  it  gets  70%  of  its  sales.  There, 
competition  is  weak  and  scanner  use  is 
five  years  behind  the  U.S.  But  iRl  no^' 
books  1 1  %  of  its  business  overseas  and 
already  has  a  joint  venture  with  a 
Nielsen  competitor  in  Germany  and  a 
licensing  deal  in  Japan. 

"Overseas,"  vow-s  Andrcss,  "is  a 
big  opportunit>'."  ^ 


Forbes  ■  April  27,  1992 


OD 


On  the  thoroughfares  of  corporate  America,  an  executives  image  can  fade  as  quickfy 


YDU    CAN    TELL   A    LOT   ABOUT   A    C.E.D.BY 


;i  wee 


Beechcraft  Starship?  What  do  they  gain?  Well,  for  starters,  they  have  an  aircraft  that 


newest  747.  Its  brakes  voere  pioneered  on  space  shuttle  flights.  And  imide,  it  offers  one 


these  and  other  distinguishing  points  detailed  in  our  Starship  brochure.  To  obtain  one. 


©1992  Pvivh  Aircraft  Corp.,  A  Riiythcon  Company.  Starship  is  a  rcgistcrcvl  trademark  i>J  Beech  Aircmtt  CivporjtKin. 


2S  week-old  shoe  polish.  Which  may  explain  why  the  decision  makers  of  more  and 


BY    HIS    ^V I  N  E X I  P  S  ■     more  leading  companies  are  considerir^  the 


epitomizes  the  forefront  of  aerospace  technology.  Its  avionics  were  inherited  from  the 


^^bechcraft 


of  the  most  spacious  cabins  of  any  business  aircraft  going  Youll  find 


simply  call  80Q'835'776Z  ext.  685.  And  let  us  help  you  put  your  best  foot  forward. 


Irwin  Jacobs'  Minstar  is  a  big  player  in 

a  terrible  business.  So  why  isn't  Jacobs  worried? 

Irwin  Jacobs' 

golden 

shoestring 


By  Graham  Button 


Irwin  Jacobs  pulls  a  sour  face.  "Ev- 
erything that  could  go  wrong  has 
gone  wrong,"  says  the  Minneapolis 
dealmaker.  He's  complaining  about 
the  sad  state  of  the  pleasure  boat 
business.  But  don't  weep  for  Jacobs. 
Yes,  the  boat  business  is  terrible. 
Minstar,   Inc.,   of  which   Jacobs   is 
chairman  and  40%  owner,  is  one  of 
the  world's  largest  boat  manufactur- 
ers. Comprising  1 1  different  power- 
boat companies,  it  offers  a  full  line, 
from  family  runabouts  (Larson  and 
Glastron)  to  swank  Hatteras  yachts  of 
up  to  125  feet. 

Minstar  is  hurting  in  all  those  lines, 
and  no  wonder.  U.S.  sales  of  power- 
boats sank  from  S24,00()  units  in 
1988  to  278,{)()()  units  in  1991. 
Along  with  its  two  main  competitors, 
Brunswick  C:orp.  and  Outboard  Ma- 
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rine  Corp.,  Minstar  is  taking  on  water. 
Minstar's  1991  cash  flow  is  estimated 
to  be  negative  $5  million  on  sales  of 
$236  million.  It  reported  a  positive 
cash  flow  of  $8  million  on  $370  mil- 
lion in  sales  the  previous  year. 

But  are  Minstar's  principal  owners 
hurting?  Not  at  all.  Through  skilUiil 
hnancing  and  brilliant  timing,  they 
cashed  out  their  original  investment 
and  can  afford  to  wait  patientlv  for  the 
boat  business  to  pick  up.  Here's  how 
Jacobs  got  himself  into  this  comfort- 
able position. 

In  the  early  1980s  Jacobs  bought 
control  of  a  bankrupt  snowmobile 
company  with  a  sideline  in  power 
boats.  His  original  investment  was  $6 
niillion.  Later,  after  taking  the  com- 
pany public,  he  bought  $6  milli(^n  of 
stock  on  the  open  market. 


Using  borrowed  monev,  Jacobs 
built  Minstar  into  the  full-line  boat 
company  it  is  today.  As  he  bought 
companies,  he  shed  their  nonboat 
businesses,  paying  down  debt  as  he 
went  along.  His  biggest  acquisition 
was  AMF  Inc.,  the  leisure  products 
giant,  in  1985. 

Jacobs  proceeded  to  give  a  dazzling 
display  of  how  to  use  leverage.  He 
sold  AMF's  bowling,  tennis  racket  and 
other  businesses  for  more  than  he 
paid  for  the  whole  companv.  When 
the  smoke  cleared,  Minstar  owned 
AMF's  Hatteras  yacht  business  for  less 
than  nothing. 

By  1988,  in  die  midst  of  the  lever- 
aged-buyout    boom,    Jacobs,    Carl 
Pohlad,  a  wealthy  Minneapolis  inves- 
tor, and  Minstar's  management  took 
the  company  private,  paving  share- 
holders about  S400  million  in  cash 
I    and  notes.  As  die  largest  shareholder, 
I    Jacobs  got  S 1 05  million,  comfortably 
°=    more  than  the  $12  million  he  had 
mvested  in  the  first  place;  Pohlad  did 
proportionately  as  well.  Yet  when  the 
buyout  was  completed,  Jacobs  and 
Pohlad  still  owned  more  than  tu'o- 
thirds  of  the  new  Minstar. 

Minstar  was  leveraged  to  the  hilt 
again,  but  Jacobs  soon  took  care  of 
that.  Sweden's  Volvo  was  a  supplier  of 
engines  to  Minstar,  and  Volvo  was 
looking  to  strengthen  the  relation- 
ship. Minstar  was  heading  toward  a 
record  cash  flow  of  $65 "million  in 
1988  and  looked  like  a  great  place  to 
in\'est.    So    \'ol\o    North    America 
Corp.  bought  a  SI  00  million  8%  Min- 
star note  convertible  into  a  20%  equine- 
stake  in  Minstar.  Minstar  used  the 
proceeds  to  pay  dow  n  its  lbo  debt.  In 
Februar>'  1990  Volvo  converted  its 
note,  and  the  \'olvo  money  became 
equit>-  capital,  not  debt  capital. 

When  the  boat  business  cot  worse 
in  1991,  Min.star,  still  SI 70  million  in 
debt,  fell  into  violation  of  some  of  its 
loan  coxenants.  In  return  for  a  relax- 
ation of  the  loan  terms,  Jacobs  and  his 
partners  ponied  up  Sl6  million  of 
fresh  equit>-  financing  and  agreed  to 
provide  SIO  million  more  under  cer- 
tain conditions.  But  this  was  only  a 
small  pan  of  the  profits  they  had 
already  taken  out. 

Sc)  inxin  Jacobs  and  C  arl  Pohlad 
can  feel  prett>-  relaxed  about  Minstar's 
plight.  Min.star's  creditors  are  in  a 
somewhat    more    parlous    position. 

Forbes  ■  .\pril  27, 1992 
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The  Guardian  receives  the 
highest  marks  for  financial 
fitness.  Again. 

In  a  recent  article,  Financial  World  magazine 
took  a  tough  look  at  the  insurance  industry. 
They  ranked  the  42  U.S.-based  life  and  health 
insurance  companies  with  assets  of  $5  billion 
or  more  and  focused  on  claims-paying 
ability  as  well  as  the  customary  statutory 
financial  ratios. 

The  Guardian  received  top  honors  ahead  of  a 
lot  of  very  famous  names. 

Yesterday. 

The  Guardian  has  built  its  reputation  of 
strength  and  stability  one  day  at  a  time  since 
1860.  That's  over  a  century  of  delivering 
quality  products  and  service  to  individuals, 
groups  and  corporate  policyholders.  And 
over  a  century  of  making  sure  our  fiscal 
house  is  in  order 

Today. 

Yesterday's  attention  to  quality  is  continuing 
to  pay  off  for  The  Guardian  today. 

The  Guardian's  1992  Individual  Life  Dividend 
Scale  continues  to  be  one  of  the  highest  in 
the  industry.  And  our  1992  dividend  payment 
is  the  123rd  consecutive  in  The  Guardian's 
history.  That  translates  to  real  benefits  for 
Guardian  policyholders. 

Today,  The  Guardian  is  one  of  only  a  handful 
of  insurance  companies  that  have  earned  the 
highest  ratings  possible  from  each  of  the 
three  major  indep)endent  financial  rating 
services.  AAA  from  Standard  &  Poor's.  Aaa 
from  Moody's.  A-i-  from  A.M.  Best. 

Tomorrow. 

We'll  be  here  for  you  tomorrow  just  as  we 
were  here  for  you  yesterday.  Because  at 
The  Guardian,  our  policyholders  are  #1. 

Find  out  more  about  the  financial  strength 
of  The  Guardian.  And  more  about  our 
superior  products  and  services  for  Life 
Insurance,  Group  Insurance,  Income 
Protection,  Equity  Products,  or  Asset 
Management.* 

Call1-800-662-1006. 


W  The  Guardian* 


riu'  lnt('lli<iriit  ( 'lioice^ 

Since  1860 


'Equity  products  are  oHared  through  Guardian  investor  Services 
Corporation*  and  Guardian  insurance  and  Annuity  Company 
wholly-owned  suteidMries  of  The  Guardian  t.ite  insurance  Comparrir 
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If  It  Calls   In  Sick, 

W^e'll  Provide  A  Xemp 

At  No   CHarge. 


We  guarantee  Lanier  copiers  to  be  up 
^^'m  and  ninning  98  %  of  the  time . 
So  if  yours  is  out  of  service 
more  than  8  hours,  we'll 
provide  you  with  a  free 


loaner.  That's  our  Performaiice  Piximiser 
For  more  details  and  a  free  copier  infor- 
mation package,  call  your  local  Lanier 
rep.  Or  1-800-852-2679.  And  you'll 
see  whose  temponuy  senice  is  the  l)est. 


*  Some  rBstnctions  may  appty 
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LANIER  RESPONDS 


Copying  Systems  Division 
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\linstar  still  has  outstanding  $62  mil- 
lion worth  of  junk  bonds,  split-cou- 
pon paper  issued  at  8%  in  1988;  the 
rate  jumped  to  1 6 y2%  last  November, 
Qjid  the  company  has  the  option  to 
pay  the  interest  in  kind  (i.e.,  with 
piore  paper,  not  cash)  on  the  next  two 
jpayment  dates,  this  May  and  Novem- 
ber. After  this  year,  Minstar  must  start 
paying  the  interest  in  real  cash  money. 
( )nly  Minstar  currendy  isn't  generat- 
ling  enough  cash. 

But  never  fear.  Jacobs  and  his  part- 
ners own  about  half  the  bonds  them- 
selves, part  of  the  proceeds  of  the 
leveraged  buyout.  The  Jacobs  group 
can  easily  swap  its  bonds  for  new 
Minstar  equity,  then  redeem  the  re- 
maining bonds.  Apparendy  the  credit 
market  is  expecting  something  along 
these  lines.  Minstar 's  bonds  recentiy 
traded  at  93  cents  on  the  dollar,  not 
much  of  a  discount  considering  Min- 
star's  bleak  financials. 

Thus,  despite  Minstar's  dismal  op- 
erating results,  Irwin  Jacobs  is  feeling 
pretty  feisty  these  days.  He  and  a 
couple  of  other  investors  accumulat- 
ed a  lot  of  bonds  in  Miramar  Marine 
Corp.,  another  large  maker  of  power- 
boats. Miramar  was  sinking  and  the 
bonds  were  at  large  discounts.  The 
Jacobs  group  bought  them  cheap, 
'threw  Miramar  into  bankruptcy  last 
year,  and,  as  the  largest  creditor, 
emerged  with  94%  of  Miramar's  new 
equity. 

The  bonds  cost  the  Jacobs  group 
about  $30  million.  For  this,  it  got 
control  of  a  company  that  had  an  oper- 
ating profit  of  $15  million  on  $223 
million  in  sales  just  three  years  earlier.  It 
is  only  a  matter  of  time  before  Miramar 
is  merged  into  Minstar. 

Sooner  or  later  the  pleasure  boat 
business  will  recover.  When  it  does 
Irwin  Jacobs  will  be  sitting  pretty,  with 
perhaps  30%  of  the  market.  Minstar's 
market  share  has  been  growing  dur- 
ing the  recession,  which  has  eliminat- 
ed many  of  the  smaller  players.  Along 
with  OMC  and  Brunswick,  Minstar  will 
dominate  the  industry. 

In  December,  Jacobs  happily  notes, 
Minstar's  sales  were  ahead  of  projec- 
tions— by  20% — for  the  first  time  in 
over  two  years.  "Everything  we're  do- 
ing today  is  planning  for  our  fijture  in 
this  industry,"  he  says.  A  fijture  in 
which  Jacobs  and  his  fiiends  will  have 
virtually  a  free  ride.  ^M 


Forbes  ■  April  27,  1992 


START  SMALLTHINK  BIG. 


With  the  Janus  No  Minimum 
Initial  Investment  Program. 

For  as  little  as  $50  a  month,  you 
can  invest  in  Janus  Twenty 
Fund.  Janus  Twenty  Fund  had  a 
69.21%  total  return  for  the  one-year 
period  ending  December  31, 1991.* 
That  means  even  small  investors 
can  think  big  without  having  to 
come  up  with  the  initiad  $1,000 
or  more  minimum  investment 


some  other  funds  require. 

Call  1-80O-52S8983  Ext.  405  or  use 
the  coufMDn  provided  below  to  get  a 
prospectus  containing  more  com- 
plete information  including  the 
Janus  No  Minimum  Initial  Invest- 
ment Program.  Please  read  the 
prospectus  Ccirefully  before  you 
invest. 

Because  it's  not  how  much  you 
invest  It's  how  smart 


JANUS  TWENTY  FUND 

PO.  Box  173375.  Denver,  CO  80217-3375 

1-800-525-8983  Ext  405 

*Per  Lipper  Analytical  Services,  Inc.,  for  the  peri(xls  ended  Decenilx'r  3\.  1991 ,  Janus 
Twenty  Fund's  average  annucd  totcil  returns  for  one  and  five  years  were  69.2 1%  and 
21.98%.  respectively,  and  20.54%  for  the  life  of  the  Fund  fmm  April  M).  1985  through 
December  31,  1991.  Past  performance  does  not  guarantee  future  results.  Your  return  and 
share  price  will  vary  and  may  l)e  worth  more  or  less  at  redemption  than  at  purchase,  even 
under  the  No  Minimum  Initial  Investment  Program. 
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y— «  1  would  like  to  know  more  about  Janus  Twenty  Fund  and 
■  t* 'Janus  No  Minimum  Initial  Investment  Program! 

Name 

Address '. 


City/State/Zip 


Janus  Twenty  Fund  is  a  no-load  mutual  hind. 


Send  to: 

Janus  Group  of 

Mutual  Funds 

P.O.  Box  173375 

Denver.  CO  80217-3375 

1-800-52S«983 

Ext.  405 
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In  the  space  of  a  couple  of  decades,  Bombardier, 
a  little  manufacturer  of  snowmobiles, 
became  a  giant  in  aircraft  and  mass  transit 
and  evolved  into  one  of  Canada's 
mightiest  enterprises. 

Lef  s  make  a  deal 


By  Rita  Koselka 

You  KNOW  the  old  story:  Backyard 
tinkerer  develops  hot  product.  Com- 
pany grows  quickly,  entrepreneur 
basks  in  newfound  wealth.  Competi- 
tion comes  in,  product  goes  out  of 
style.  Company  crashes. 

Usually  that's  the  end  of  the  story, 
but  not  for  Montreal-based  Bombar- 
dier Corp.,  which  has  turned  that 
classic  tale  on  its  head.  From  its 
beginnings  as  the  maker  of  Ski-Doo 
snowmobiles  in  the  1960s,  Bombar- 
dier has  evolved  into  one  of  Canada's 
biggest  manufacturers. 

Although  Canada  is  in  a  deep  reces- 
sion, Jon  Reider,  an  analyst  at  Toron- 
to-based Richardson  Greenshields,  es- 
timates that  Bombardier  will  earn 
$110  million  (all  amounts  in  Canadian 
dollars)  on  $3  billion  in  sales  for  fiscal 
1992  (which  ended  in  January)  and 
$144  million  (95  cents  a  share)  on 
$4.4  billion  in  sales  diis  fiscal  year.  A 
long  way  ft-om  the  $8  million  a  year 
that  Bombardier  was  grossing  when 
the  founder  died  in  1964. 

The  man  behind  this  remarkable 
transformation  is  Chief  Executive 
Laurent  Beaudoin,  53,  a  tall,  courtly 
man  with  a  straightforward  manner.  A 
son-in-law  of  founder  J.  Armand 
Bombardier,  the  inventor  of  the  Ski- 
Doo  snowmobile,  Beaudoin  is  a  su- 
perb dealmakcr.  Some  of  his  deals 
would  put  Monty  Hall  to  shame. 

Last  month  Bombardier  complet- 
ed the  acquisition  of  the  dc  Havilland 
aircraft  division  of  Boeing  Co.  With 
its  earlier  acquisitions  of  Canadair, 
Short  Brothers  and  Ix-arjct,  Bonibar 
dicr  has  become  one  of  the  world's 
largest  manutacturers  for  the  com- 
muter airline  market  and  corporate  air 
fleets. 

But  Bombardier  is  not  just  aircraft. 


ket  slumped  during  the  1980s. 

Here  Beaudoin's  superb  sense  of 
timing  came  into  play.  During  the 
slump  Beaudoin  bought  out  strug 
gling  competitors  at  rock- bottom 
prices.  In  1987  he  bought  the  railcar 
designs  from  Pullman- Peabody.  A 
year  later  he  bought  the  designs  of  the 
Budd  Co.  This  Januar\'  Beaudoin 
bought  his  major  Canadian  competi- 
tor, UTDC  Corp.,  which  built  the  To- 
ronto and  Vancouver  mass  transit  sys- 
tems, fi-om  bankrupt  Lavalin  Enter- 
prises for  just  $33  million. 

And  last  month  Bombardier  made 


Bombardier  Chief  Executive  Laurent  Beaudoin  and  Ski-Doos 

When  the  market  froze,  he  diversified  away  from  his  father-in-law's  invention. 


Beginning  in  the  early  1970s — again, 
through  technology  acquisition — it 
built  itself  into  a  major  manufacturer 
of  railroad  and  mass  transit  cars. 

The  diversification  was  born  of  ne- 
cessit)' — as  smart  moves  often  are.  As 
snowmobile  sales  plunged  in  the  wake 
of  the  1973  energ\'  crisis.  Bombardier 
began  racking  up  losses.  Beaudoin, 
who  became  general  manager  in 
1964,  vowed  to  diversify  to  build  a 
more  stable  company.  But  what  else 
could  snowmobile  builders  make.'' 

Subway  cars,  it  turns  out.  The  cit)' 
of  Montreal  was  looking  for  new  sub- 
way cars.  Knowing  that  the  cit>'  would 
prefer  a  C>anadian  manutacturer  in 
order  to  keep  nearby  Bombardier's 
workers  employed,  Beaudoin  ob- 
tained a  license  for  a  Erench  mass 
transit  car  design  and  won  the  con- 
tract. He  hustled  to  win  other  con- 
tracts, the  most  important  being  an 
order  for  825  New  York  C'ity  subway 
cars  in  1982.  That  contract  kept 
Beaudoin's  assembly  lines  running  as 
the  North  American  mass  transit  mar 


a  bid  for  Mexico's  only  builder  of 
subway  cars  and  railcars.  Bombardier 
is  now  the  largest  railcar  manufacturer 
in  North  .\merica,  just  as  the  North 
American  market  is  picking  up. 

To  get  into  the  strong  European 
market,  Beaudoin  acquired  the  sec- 
ond-largest mass  transit  car  maker  in 
Europe,  France's  anf- Industrie,  in 
1989.  He  also  acquired  a  Belgian 
company  and  one  in  the  L\K.,  as  well 
as  the  North  American  rights  to  the 
technology'  for  France's  Train  a 
Grande  \'itesse,  or  high-speed  train. 

Beaudoin's  move  into  aircraft  has 
also  been  well  timed  and  shrewdK 
executed.  He  stmck  exceptionally  as 
tute  deals,  getting  hundreds  of  mil 
lions  of  dollars'  worth  o\  assets  and 
designs  for  peanuts,  assuring  him  a 
much  better  chance  of  profits.  Then 
he  diversified  the  pnxluct  and  cus 
tomer  bases,  and  worked  w  ith  unions 
and  existing  managements  to  restore 
luster  to  the  sagging  businesses  he 
had  acquired. 

In  19So  Beaudoin  Ixnmhi  Cana- 
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Historic.  Classic.  Bold. 
The  pasha*  watch 
BY  Cartier. 

A  TRIBUTE  TO  THE 
EXCEPTIONAL  MEN  OF 

THIS  ERA.  Crafted  from 

A  GOLD  INGOT  TO  BE 
WATERTIGHT  AND  POWERFUL. 

THE  Cartier  pasha  is 
designed  to  capture 
the  spirit  of  those  who 
thrive  on  the  prospect 
of  challenge,  of  conquest. 
Decidedly  in  time 
with  our  time.  pasha 
is  the  ultimate  watch. 


TO  ORDER  A  COPY  OF  01  R  C.ATALOGL'E. 
PLEASE  CALL  1  800-CARTIER. 


THE       ART       OF       BEING       UNIQUE 
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ATLANTA  •  BAL  HARBOUR  •  BEVERLY  HILLS  •  BOSTON  •  CHEVY  CHASE  •  CHICAGO  •  COSTA  MESA  •  FORT  LAUDERDALE  •  HONOLULU  •  HOUSTON  •  LAS  VEGAS 
LOS  ANGEI£S  •  MONTREAL  •  NEW  YORK  •  PALM  BEACH  •  SAN  DIEGO  •  SAN  FRANCISCO  •  SAN  JUAN  •  ST.  THOMAS  •  TORONTO  •  VANCOL-VER  •  WASHINGTON.  DC 


Bombardier 

dair  from  die  Canadian  government. 
The  government  had  sunk  over  S2 
billion  into  developing  the  Challeng- 
er corporate  jet,  a  nine-seat  aircraft 
that  competes  with  Gulfstream  and 
Dassault- Breguet's  Falcon.  The  gov- 
ernment wrote  off"  all  of  the  develop- 
ment costs  for  the  Challenger  and 
sold  the  moneylosing  company  to 
Bombardier  for  $121  million.  By  tak- 
ing on  subcontracting  work  and  im- 
proving marketing,  Bombardier 
turned  Canadair  around.  It  has  had 
operating  earnings  totaling  about 
$200  million  in  the  past  five  years. 

In  1989  Beaudoin  negotiated  the 
acquisition    of    Northern    Ireland's 


Railcars  for  the  English  Channel  Tunnel 
Homegrown  trains  for  the  "Chunnel." 


Short  Brothers,  the  world's  first  man- 
ufacturer of  production  aircraft — the 
Wright  brothers  ordered  fi\e  biplanes 
from  Short  in  1906.  The  British  gov- 
er;  lent  sold  Short  to  Bombardier  for 
)u;->.  S8  million  and  pumped  in  51. 4 
billion  to  pay  oft'debts  and  modernize 
the  plants,  since  the  company  was  the 
largest  single  employer  in  depressed 
Northern  Ireland.  In  exchange,  Beau- 
doin '  roinised  to  keep  the  firm  in 
Northt   !i  Ireland. 

A  year  later  Beaudoin  paid  591 
million  to  buy  T^arjet  ('orp.  from  its 
Chapter  11  {.rrnt.  Integrated  Re 
sources.  Lear's  c  rporate  jets  dovetail 
nicely  with  the  Challenger.  The  ac 
quisition  also  brought  Bombardier  a 
strong  ser\'ice  netAvork  and  a  Wichita 
testing  field  for  all  of  its  aircraft. 

This  year's  acquisition  of  de  Havil 
land  demonstrated  Beaudoin's  nego 
tiating  skills  again.  The  C'anadian 
government  .sold  de  Havilland  to 
Boeing  in  1986  for  S15S  million. 
With  operating  losses  and  additional 
investment,  de  Ha\illand  is  estitnated 
to  have  cost  Boeing  aroinid  $1  bil 


lion,  according  to  Wolfgang 
Demisch,  managing  director  at  UBS 
Securities.  Boeing  decided  to  throw 
in  the  towel  in  1990. 

The  province  of  Ontario  asked 
Beaudoin  to  be  its  partner  in  a  de 
Havilland  takeo\  er  in  order  to  keep  its 
jobs.  Sure,  said  Beaudoin.  Here  are 
the  terms:  I  get  complete  control  of 
the  operation  plus  heavy  government 
subsidies,  and  five  years  to  turn  the 
company  around. 

Not  surprisingly,  the  provincial 
government  said  no  and  started  look- 
ing elsewhere  for  a  partner.  No  luck. 
So  Ontario  agreed  to  meet  Beau- 
doin's terms.  For  S51  million  in  cash. 
Bombardier  got  51%  of  de  Havilland; 
Ontario  paid  S49  million  for  its  49%. 
But  the  province  of  Ontario  and  the 
Canadian  government  also  promised 
almost  S500  million  in  financial  sup- 
ports such  as  interest-free  loans. 

Bombardier  plans  to  continue  de 
Havilland 's  successfiil  Dash  8  turbo- 
prop, which  has  15%  of  the  commuter 
turboprop  market,  and  to  add  sub- 
contracting work  from  the  company's 
other  aerospace  divisions.  It  can  now 
also  pick  up  business  from  Airbus 
Industrie  formerly  denied  de  Havil- 
land when  it  was  a  Boeing  subsidian-. 

Bombardier  will  increase  its  overall 
share  of  the  regional  commuter  air- 
craft business  even  more  later  this 
year.  That's  when  Canadair  will  intro- 
duce its  50-scat  Regional  Jet,  the  only 
jet  available  of  that  size.  Skeptics  claim 
the  business  is  still  a  morass,  but,  with 
government  subsidies.  Bombardier 
has  a  better  shot  at  making  it  than 
Boeing  did.  ""There's  no  downside 
for  Bombardier  with  this  deal,"  says 
Richardson  Greenshields'  Reider. 

Next?  A  professed  tinkerer  who 
loves  to  get  on  the  shop  floor,  Beau- 
doin is  most  excited  about  what  he 
sees  as  Bombardier's  next  evolution. 
Instead  of  acquiring  products  and 
knowhow,  the  company  now  has  at 
tained  critical  mass  in  its  fields  of 
concentration  and  can  begin  to  grow 
more  from  within. 

"For  the  first  ten  \ears,  we  bought 
technology  that  was  proven,  in  order 
to  develop  our  people  and  the  mar- 
ket," he  .says.  "Now  our  people  have 
absorbed  enough,  and  we're  deselop 
ing  new  technology'  on  our  own." 

Bombardier's  new  Regional  let  is, 
in  a  wa\',  a  product  ot  such  iii-ht>use 


technolog)'.  It  is  a  larger  version  of  the 
Canadair  Challenger  corporate  jet, 
whose  initial  development  was  paid 
for  by  the  Canadian  go\ernment.  It 
uses  composites  technology  from 
Short  and  plans  to  draw  on  de  Havil- 
land for  marketing  and  aftersale  ser- 
vice. Bombardier  spent  S350  million 
redesigning  and  stretching  the  fiise- 
lage  and  testing  new  components, 
such  as  a  redesigned  ge  Challenger 
engine.  So  far.  Bombardier  has  firm 
orders  for  36  planes  and  is  consider- 
ing building  a  70-seat  version. 

TechnologN'  is  also  on  the  move  in 
Bombardier's  mass  transit  business. 
Later  this  vear  Bombardier's  .\NF  sub- 


Canadair's  Challenger  corporate  jet 
Canada  paid;  Bombardier  profited. 


sidiar)'  in  Europe  will  start  delivering 
newly  designed  railcars  for  the  tunnel 
under  the  English  Channel.  Proto- 
types for  a  new  generation  of  subway 
cars  for  New  York  Cit\'  will  be  deliv- 
ered late  this  summer  as  well. 

Snowmobiles?  Now  under  10%  of 
revenues,  the  business  lost  S50  mil- 
lion in  fiscal  1991,  but  Beaudoin  isn't 
giving  up  on  it.  Three  years  ago  Bom- 
bardier intrcxiuced  the  Sea  Dcxi  per- 
sonal watercraft,  w hich  has  had  sales 
growth  of  30%  a  year,  on  practically 
no  new  investment. 

"Bombardier's  always  had  great 
timing,"  .says  Kenneth  Obermap 
manager  of  the  (^ppenheimer  Glolfl 
Fund,  Bombardier's  largest  instil, 
tional  shareholder.  "At  first,  \ 
thought  it  was  luck.  After  a  while,  • 
realized  it  was  smarts."  | 

Clearly,  i>ne  of  the  smartest  thin 
old  Armand  Bombardier  did  wa^* 
turn  the  company  over  to  his  sor 
law  to  manage.  His  heirs  still  con 
65%  of  the  company's  152.5  mill 
shares,  worth,  at  last  count,  an 
SI. 6  billion. 
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What's  innovative,  time-tested, 
diverse,  intense,  global,  and 
develops  leaders? 
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Executive 
education  at  the 
Harvard 
Business  School 

Programs  for  a  select 
group  of  general  managers 
who  are  sponsored  by 
their  companies. 
Programs  that  promote  a 
broader  perspective, 
self-confidence,  strategic 
thinking,  people  skills, 
and  the  ability  to  execute. 
Programs  for  individual 
and  corporate  growth. 

Call  us  to  find  out  which 
program  is  right  for  you. 


The  Advanced  Management 
Program 

March  1-Mav  15, 1992  and 
Sept.  7 -Nov.' 20, 1992 

For  senior  executives  with 
demonstrated  abiHt\-  in  the  top 
management  |X)sitions  of  major 
corporations. 

The  Program  for  Management 
Development 

Feb.  5  -  April  27, 1992  and 
Sept.  2  -  Nov.  23, 1992 

For  executives  with  strong 
functional  expertise 
and  demonstrated  capacitv  for 
increased  responsibilit)'. 

The  International  Senior 
Management  Program 

Mayl8-July  17,  1992 

For  senior  executives 
representing 
major  multinational 
corporations. 


The  Owner/President 
Management  Program 

May  3  -  May  22, 1992* 

For  CEOs  who  both  own  and 
run  their  companies. 
(•First  of  three  3- week  sessions: 
Session  II:  Mav,  1993; 
Session  III:  May,  1994) 

Specialized  courses  and 
seminars 

Designed  to  help  experienced 
executives  in  functional 
areas  dexelop  their  knowledge 
bases  and  skills. 
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Bags,  Belts  And  Brakes. 


Let  s  Cleco:  The  Air  On  Safety. 

Chevrolet  is  committed  to  your  driver's  safety.  And  the  Chevrolet  Corsica 

you're  looking  at  is  a  perfect  example  of  how  safety-engineered  components  are 

designed  into  the  vehicle. 

Our  commitment  to  safety  begins  at  the  drawing 
board.  In  engineering.  In  design.  And  at  GM's 
biomedical  research  lab,  where  more  Ph.D.s  and 
M.D.s  are  involved  in  automotive  safety  than  at  any 
other  car  company  in  the  world. 

Our  primary  concern  is  to  help  keep  you  out  of  an 
accident.  So  every  new  Corsica  comes  with  standard, 
4-wheel  anti-lock  brakes  for  controlled  steering  even 
in  a  panic  stop.  Even  on  slippery  surfaces.  And  every 
Corsica  comes  with  all  the  benefits  of  front  drive  and 
radial  tires  for  all-season  traction. 

But  accidents  happen.  Which  is  why  protective 
innovations  like  the  energy-absorbing  steering 
column,  3-point  safety  belts,  steel  safety  cage 
construction*  and,  of  course,  driver's-side  air  bag+ 
are  standard  in 
Caprice,  Corsica, 
Camaro,  Chevy 

Beretta  and  Corvette.  For  more  information, 

call  Chevrolet  Fleet  Sales  at  1-800-248-2897. 


©Chevrolet,  the  Chevrolet  emblem,  Corsica,  Caprice,  Camaro  and  Corvette  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  CM 
Corp.  ©1992  CM  Corp.  All  Rights  Reserved.  Buckle  up,  America!  'Except  on  Convertible  models.  tYou  must  wear  your  safety  belt  to 
receive  full  benefit  of  the  air  bag. 


The  Heartbeat  Of  America  Is  Winninqr 

TODAY'S  FLEET  COMPANY  IS  CHEVROLET 


The  Soviet  Union  showed  what  happens  to  resources 

when  planners  try  to  replace  market  forces. 

The  lessons  seem  lost  on  America's  water  bureaucrats. 

Water: 

The  West's  most 

misallocated  resource 


By  Leslie  Spencer 

Ghost  TOWNS  haunt  the  Nevada  des- 
ert. If  busding  Las  Vegas  isn't  careful, 
it  could  become  the  next  one. 

The  town  that  gangster  Benjamin 
Siegel  built,  celebrated  in  the  current 
hit  movie  Bu0sy,  is  now  the  fastest- 
growing  metropolis  in  the  U.S., 
pushing  to  double  its  800,000  popu- 
lation by  2030.  But  it  is  running  out 
of  water. 

Las  Vegas  valley's  share  of  federally 
subsidized  water  from  the  70-year- 
old  Colorado  River  Compact  has  just 
reached  its  legal  maximum.  Officials 
predict  that  at  the  city's  current 
growth  rates  its  outtake  from  the 
Colorado  won't  be  enough  to  satisfy 
the  city's  needs  beyond  the  year  2006. 
Meanwhile,  Las  Vegas  has  pumped 
out  so  much  groundwater — water 
contained  in  natural  subterranean  ba- 
sins— that  some  areas,  including  the 
casino  industry's  glittering  Down- 
town, have  sunk  about  5  feet  over  the 
last  60  years.  To  slow  subsidence.  Las 
Vegas  now  has  to  pump  some  of  its 
precious  Colorado  River  supply  back 
into  the  aquifers  under  the  cit\'. 

In  economic  terms,  there  is  no  such 
thing  as  a  water  "shortage."  Instead, 
there  is  water  that  is  priced  by  politi- 
cians and  planners  rather  than  by  self- 
interested  buyers  and  sellers.  As  a 
result,  water  has  become  the  western 
states'  most  misallocated  resource. 

Water  is  metered  in  Las  Vegas.  But 
it  is  priced  tar  below  the  real  economic 
cost  of  producing  and  delivering  it  to 
consumers.   And   cheap   water  gets 
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consumed  fast.  At  125,000  gallons 
per  capita,  Las  Vegas'  armual  water 
consumption  beats  any  other  city  in 
the  West.  Around  60%  of  Las  Vegas' 
water  goes  not  for  essential  uses  like 
drinking  and  washing  but  for  "exter- 
nal use" — lawns,  fountains,  golf 
courses. 

Contrast  this  with  Tucson,  Ariz., 
where  consumers  pay  more  than  twice 
what  Las  Vegas  consumers  pay  for 
water.  Per  capita,  Tucson  consumes 
only  56,500  gallons  each  year.  The 
difference  is  readily  \isible.  Where  Las 
Vegas  has  lawns,  Tucson  has  desert 
marigolds  and  mesquite  trees.  Where 
Tucson  golf  courses  have  small  put- 
ting greens  and  narrow  fairways 
through  the  desert.  Las  Vegas  courses 
seem  to  spit  fountain  water  at  virtually 
every  hole. 

Las  Vegas  casino  mogul  Stephen 
Wynn,  chief  owner  of  the  Golden 
Nugget,  has  even  proposed  a  $40 
million  scheme  to  construct  a  system 
of  Venetian-st)'le  canals.  Gamblers 
would  gambol  by  gondola  through 
the  streets  of  Las  Vegas — under  the 
thirsty  desert  sun. 

Officials  at  the  Las  Vegas  Valley 
Water  District  arc  determined  to  keep 
supplying  the  cit)'  with  cheap  water, 
regardless  of  cost.  Some  of  their  pro- 
posed projects  have  a  So\iet  industrial 
cast.  Currently  at  the  top  of  the  agen 
da:  a  massive  scheme  to  pipe  into  the 
city  groundwater  from  basins  that  lie 
under  a  third  of  the  state. 

The  proposal  has  created  virtual 


civil  war  between  the  city  and  the  rural 
counties.  Rural  officials,  representing 
mainly  ranchers,  say  that  wasteflil, 
decadent  cit}'  folk  are  stealing  their 
water.  To  which  the  Water  District's 
general  manager,  Patricia  Mulroy, 
snaps:  "It's  about  time  the  rural 
counties  grew  up." 

The  rural  interests  have  hired  Ari- 
zona's former  governor  Bruce  Bab- 
bitt, now  a  partner  in  the  law  firm  of 
Steptoe  &  lohnson  in  Phoenix,  to 
help  stop  the  plan.  But  economics 
would,  if  allowed,  kill  it.  The  cost 
could  be  anNAvhere  fi-om  52  billion  to 
S7  billion.  ' 

Either  rates  would  have  to  climb 
precipitously  or  taxes  to  cover  the 
subsidy  would  have  to  rise.  Not  a 
pleasant  prospect  either  way. 

Las  Vegas  officials  insist  the  cit>' 
alone  can  ft.ind  the  project.  But  inter 
est  on  any  bonds  the  cit\'  issues  will  be 
free  of  federal  tax,  and  thus  subsidized 
by  all  U.S.  taxpayers. 

Another  expensive  scheme  would 
team  up  the  federal  government  with 
the  I^s  Wgas  \'alley  Water  District  to 
desalt  the  \'irgin  River.  This  tributan.' 
of  the  Cx>lorado  Ri\er  has  been  ren- 
dered t<.x)  salr\-  to  drink  by  the  mnot^' 
from  irrigated  saline  land.  Hstimaied 
cost:  S500  million  to  build  a  desalina- 
tion plant  and  other  facilities  and 
about  $40  million  a  year  to  run  it.  The 
annual  amortized  cost  o\  this  water 
would  be  about  S 1 ,500  per  acre -toot, 
assuming  repayment  based  on  8% 
over  20  years.  {\n  acre  fcxn  is  the 
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Las  Vegas  sprawls  across  the  desert 
Bugsy's  mirage? 


amount  that  covers  an  acre — a  foot- 
ball field — to  the  depth  of  one  foot. 
One  acre-foot  is  about  enough  to 
supply  tvv'o  t\'pical  American  house- 
holds for  one  year.) 

Longer  term,  Las  Vegas  is  thinking 
seriously  about  desalinating  vast 
amounts  of  seawater  in  southern  Cali- 
fornia and  trading  it  for  a  piece  of 
California's  share  of  Colorado  River 
water.  With  production  and  deliver}' 
costs  now  running  at  about  $2,000 
for  a  single  acre-foot,  desalinated  sea- 
water  is  the  highest-priced  water 
around. 

Further  out,  the  federal  govern- 
ment is  refining  a  rainmaking  tech- 
nologx'  called  "cloud  seeding."  This 
milks  clouds  of  more  water  than  na- 
ture would  have  them  release. 

None  of  these  massive,  environ- 
ment-changing schemes  is  necessary'. 
What  Las  Vegas  lacks  is  not  water  but 
a  market  that  would  conserve  water 
that  is  now  wasted  and  would  reallo- 
cate it  to  its  most  valuable  use. 

The  Colorado  River  Cximpact 
among  the  seven  affected  states — Wy- 
oming, Colorado,  Utah,  New  Mexi- 
co, Nevada,  Arizona  and  (>alifornia — 
dates  back  to  the  1920s,  when  the 
western  states'  interests  were  mostly 
represented  by  farmers  and  ranchers. 
Over  80%  of  Colorado  River  Com 


pact  water  is  used  by  farmers,  who 
topically  obtain  it  fi-om  the  federal 
government  for  about  S5  to  SIO  an 
acre-foot — a  quarter  of  what  urban 
Las  Vegans  pay  for  subsidized  water. 

Because  their  water  is  so  cheap, 
farmers  have  no  incentive  to  use  it 
economically.  Most  don't  even  both- 
er to  line  their  irrigation  ditches — 
thereby  losing  over  50%  of  the  water 
to  leakage  and  evaporation — much 
less  opt  for  less  thirst)'  crops  or  invest 
in  ground  sprinklers  and  other  water- 
saving  irrigation  technolog)'.  Com- 
pare this  with  what  one  finds  in  Israel, 
where  conversion  to  sprinkler  and 
drip  irrigation  has  cut  by  a  third  the 
water  used  per  acre  of  farmland.  Over 
the  past  20  years  Israel  has  doubled 
the  amount  of  food  it  can  produce 
with  an  acre -foot  of  water. 

Rodney  Smith,  a  Claremont, 
Calif -based  economist  and  consul- 
tant on  natural  resource  economics, 
estimates  that  a  mere  5%  of  agricultur- 
al water^  if  transferred  to  municipal 
use,  would  take  care  of  western  urban 
needs  for  the  next  quarter-centun . 
Why  not,  then,  allow  Las  Vegas, 
where  households  pay  aroimd  $300  a 
year  for  their  (subsidized)  water,  to 
buy  Colorado  River  Compact  water 
from  the  southern  (\\Iifornia  farmers 
whose  costs  are  much  more  hca\il\ 


subsidized.'  No  elaborate  piping  s\'s- 
tem  would  be  needed.  Interested  par- 
ties would  simply  agree  to  hold  the 
farmers'  water  in  Lake  Mead  behind 
the  Hoover  Dam  and  divert  it  to  Las 
Vegas,  rather  than  letting  it  flow  to 
the  farms.  In  other  words,  treat  water 
the  same  way  capital,  labor  and  other 
natural  resources  are  treated:  as  a 
private  commodity"  with  an  economic 
value  that  can  best  be  determined  by 
willing  buyers  and  sellers. 

The  lessons  in  waste  and  inefficien- 
cy from  the  former  So\iet  L^nion's 
experiments  with  political  pricing  are 
clear.  But  using  market  forces  to  allo- 
cate western  water  would  undercut 
the  established  w  ater  bureaucracy  and 
exacerbate  long-standing  water  rival- 
ries. Any  hint  that  another  state's 
water  might  be  transferred  to  Nevada 
w  ould  open  up  the  explosive  question 
of  whether  the  Colorado  River  Com- 
pact member  states'  shares  are  trans- 
ferable. Agricultural  interests  in  each 
state  jealously  guard  their  piece  of  the 
river.  The  farm  lobby  in  Arizona,  for 
instance,  would  argue  that  any  trans 
fcr  of  water  from  California  to  Nevada 
wmild  vit^late  the  terms  of  the  com- 
pact. David  Osias,  a  San  Diego  based 
water  rights  lawyer  who  represents 
C\tlifornia's  Imperial  \'alley  Water 
Users,  an  organization  t>r  farmers  re 
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All  this  talk  about  stability. 
No  wonder  you're  so  nervous. 


Relax.  Since  1924,  our  approach  to  retirement  programs  has  been 
built  upon  the  single-minded  pursuit  of  quality. 

Our  unchanging  philosophy  of  pursuing  prudent  risks  plus  our  strict 
investment  guidelines  enable  our  clients  to  prosper,  whether  the 

■■^s^^^^^^^.  market  rumbles  or  roars. 

Thev  are  also  whv  our 
Connecticut  General 
Life  Insurance  Company 
has  consistently  earned 
among  the  highest  ratings 
from  Moody's,  Standard 
Sc  Poor's  and  A.M.  Best 
To  us,  however,  quality 
means  more  than  having 
excellent  financial  ratings. 

It  means  superior 
fixed  income  results,  with 
guarantees  backed  by 
capital  and  surplus  in 
excess  of  $1  billion.  An 
amount  that  puts  us  in 
the  top  1%  of  all  U.S.  life 
insurers.  It  means  providing  everything  you  need  to  run  a  401(k)  or 
pension  plan.  From  plan  design  to  ongoing  management  All  of  which 
allows  us  to  achieve  a  93%  client  and  asset  retention  rate  year  after  year. 

For  further  information,  write  Byron  Oliver,  President,  CIGNA 
Group  Pension,  Dept  M-121,  PO.  Box  2975,  Hartford,  CT  06104. 
And  we  will  make  sure  that  you  never  get  bent  out  of  shape. 


We  get  paid  for  results; 


CIGNA 


Western  water 


ceiving  Colorado  River  Compact  wa- 
ter, figures  efforts  to  change  the  terms 
of  the  compact  would  be  held  up  in 
the  courts  for  5  to  15  years. 

Unlike  oil  and  other  commodities, 
water  isn't  privately  owned.  Only  the 


rights  to  use  it  are  owned. 

Most  federal  water  is  controlled  by 
the  Interior  Department's  Bureau  of 
Reclamation,  which  was  set  up  in 
1902  to  build  the  600  dams  and 
53,000  miles  of  canals  that  now  irri- 


gate the  American  West.  The  da 
projects  were  heavily  subsidized 
in  some  cases  overbuilt,  and  gav 
farmers  on  project  lands  an  edge  ov( 
private  irrigation  development. 
But  while  the  farmers  got  rights  tc 


Forces  against 
change 

Lush  fields  have  re- 
placed barren  grazing  land 
in  Escalante  Valley, 
around  the  tiny  Mormon 
town  of  Enterprise,  Utah, 
pop.  1,100.  The  fields  be- 
long to  Robert  Holt  and 
his  brother  Kerry;  the  Holts 
also  own  a  quarter  of  the 
valley's  groundwater  and 
use  it  for  farming  alfalfa 
and  potatoes. 

Three  years  ago  the 
Holts  expanded.  They 
bought  the  10,000-acre 
Geyser  Ranch  in  nearby 
Lake  Valley,  Nev.  To  get 
all  the  available  water  rights 
in  Lake  Valley,  they  also 
bought  out  the  other, 
smaller  farms  there. 


Without  any  govern- 
ment subsidies,  last  year  the 
two  farms  brought  the 
Holts  12%  profit  margins, 
after  tithing  10%  of  prof- 
its to  the  Mormon  Church. 

But  now  the  Holts  face 
trouble.  Lake  Valley  is  a  tar- 
get of  Las  Vegas'  search 
for  groundwater  (see  story). 

As  Bob  Holt  sees  it,  he 
and  his  brother  own  the 
water  Las  Vegas  wants  to 
pump  and  pipe  from  Lake 
Valley,  and  in  the  past  the 
State  Engineer,  responsible 
for  granting  water  rights, 
has  agreed.  Over  the  past 
decade,  12  applications 
for  Lake  Valley  water  rights 
have  been  denied,  on  the 
grounds  that  the  valley's 
water  was  already  owned 
by  local  farmers. 


About  a  year  ago  the 
Holts  offered  to  sell  the  cit\' 
their  water  rights  in  the 
valley.  They  figure  that 
each  acre-foot  of  water 
yields  them  about  $40  in 
crop  profits.  Holt  knows 
water  is  worth  many  times 
that  to  Las  Vegas. 

Las  Vegas'  response .> 
"We  won't  buy  it,"  says  the 
Water  District's  chief  en- 
gineer, David  Donnelly. 
But  not  because  the  cit>' 
doesn't  want  to.  Rural 
county  officials,  Donnel- 
ly explains,  made  Las  Vegas 
agree  not  to  buy  any 
farmers'  water.  The  local 
officials  fear  that  if  farm- 
ers can  make  more  money 
from  selling  their  water 
than  from  farming,  an  exo- 
dus of  farmers  will  result. 


reducing  the  local  tax  base] 

"Farmers  would  be 
tarred  and  feathered  if  th< 
did  a  deal  with  Las  Ve- 
gas," says  State  Engineer 
Michael  Turnipseed,  w  ho 
is  responsible  for  granting 
Las  Vegas  rights  to  the 
water  it  wants. 

Slowly,  market  forces 
are  developing.  Cities  like 
Tucson,  Phoenix  and  Al- 
buquerque often  buy  water 
rights  from  nearby  farm- 
ers for  up  to  52,000  an 
acre-foot.  But  in  Nevada 
rural  bureaucrats  and  poli- 
ticians, who  represent 
"farming  interests"  rather 
than  the  interests  of  indi- 
vidual farmers,  are  suffi- 
ciently powerful  to  keep 
significant  change  at 
bav.  -L.S.  ■ 


i    Robert  and 
f   Kerry  Holt 
f  on  their  Geyser 
z   Ranch  in  Nevada 
-    Willing  to  sell 
water— but 
Las  Vegas  can't 
(or  won't)  buy. 
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As  Americas  best  known  at±iletic  teamwear  manufacturer:  we  know 
what  it  takes  to  be  competitive.  And  we  also  know  that  no  other  uni- 
fonn  can  compete  with  a  cap  and  gown.  So  we're  making  posters 
like  this  ad  available  to  coaches  and  teachers  to  help  remind  athletes 
what  great  shape  an  education  can  leave  them  ia 
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For  more  information  about  our  "Stay  In  School"  campaign,  write:  Russell  Corporation.  Dept.  M.  P.O.  5ox  272.  Alexander  City.  AL  35010 


Western  water 


LEFT: 

Las  Vegas' 

Desert  Inn 
golf  course 

BELOW: 

Lawns  near 
Las  Vegas 
"External  use" 
consumes  much 
available  water. 


receive  water,  they  were  never  grant- 
ed the  right  to  transfer  their  water 
rights.  That  crucial  power  remained 
with  the  Bureau  of  Reclamation, 
which  works  closely  with  local  water 
bureaucracies. 

A  lot  of  Colorado  River  water,  for 
example,  goes  to  farmers  in  southern 
California's  Imperial  Valley,  who  pay 
around  $10  an  acre-foot  to  use  it.  But 
these  farmers  don't  contract  with  the 
bureau  themselves.  The  Imperial  Irri- 
gation District  owns  the  water  rights. 
The  farmers  can  use  the  water  but 
they  can't  sell  it,  any  more  than  any 
American  city  dweller  can  sell  the 
water  that  comes  out  of  his  tap. 

As  the  economic  value  of  water  has 
escalated  in  recent  years,  the  Bureau 
of  Reclamation  has  struggled  to  hold 
on  to  its  power  and  privileges,  thereby 
effectively  undermining  the  develop- 
ment of  a  fiinctioning  market  for  wa- 
ter. Some  examples: 

■  No  transfer  can  take  place  without 
the  bureau's  approval.  The  approval 
process  often  forbids  a  water  user 
from  making  a  profit  from  the  sale  of 
water.  Thus  there  is  little  incentive  for 
California's  agricultural  water  dis- 
tricts to  transfer  water  rights  to  Las 
Vegas,  even  if  the  city  folk  would  be 
willing  to  pay  many  times  what  farm- 
ers pay  for  water. 

■  In  the  standard  contract  the  Secre- 
tary' of  the  Interior  rescr\cs  the  right 
to  veto  a  water  district's  request  to 
transfer  water. 

■  The  bureau  has  not  clarified  its  in 
terpretation  of  the  "use  it  or  lose  it" 
rule.  This  makes  potential  sellers  wor- 
r)'  that  if  the\'  save  water  to  sell,  they 
will  forfeit  their  rights  to  receive  their 
full  share  in  the  future. 

Henderson,      Nev. -based       Basic 


Management  Inc.  pumps  Colorado 
River  Compact  water  to  several  users 
including  four  chemical  companies 
that  own  it.  In  1989  the  company 
agreed  to  sell  some  of  the  water  rights 
it  owned  to  the  fast- growing  Las  Ve- 
gas suburb  of  Henderson.  The  con- 
tract was  already  signed  when  the 
bureau  stopped  the  sale.  Interior  De- 
partment lawyers  argued  that  Basic 
Management  should  not  be  allowed 
to  sell  water  for  a  profit  that  the 
company  had  never  to  put  use. 

What  happened  next  is  a  prett>' 
good  indication  of  how  worried  the 
bureau  is  about  the  development  of  a 
free  market  in  water.  The  Bureau  of 
Reclamation  reduced  Basic  Manage- 
ment's water  rights  by  the  amount  the 
company  had  agreed  to  sell — and 
then  contracted  separately  with  the 
city  to  transfer  those  rights  to  Hen- 
derson. Basic  Management  wasn't 
squeezed  out:  the  company  receives 
from  Hdriderson  exactly  the  same 
amount  agreed  to  in  the  original  con- 
tract. Bui  il.r  Bureau  ot" Reclamation 
protects  its  power  and  avoids  the 
precedent  of  i  direct  sale  between  two 
consenting  parties. 

Say  this  for  the  oureau:  Lender  pres- 
sure to  conser\e  water,  it  has  in  the 
past  few  vears  beco:i      more  serit)us 


about  transferring  water  from  waste- 
ful agricultural  uses  to  higher-value 
urban  ones.  In  1988  the  Interior  De- 
partment declared  itself  a  "facilita- 
tor" of  water  marketing  proposals 
between  buyers  and  sellers. 

Thus,  for  example,  a  deal  was  struck 
in  1989  to  transfer  water  from  the 
Imperial  Valley  to  some  southern  Cal- 
ifornia cities.  It  was  a  breakthrough  in 
water  marketing.  But  farmers  them- 
selves are  making  no  money  on  it.  The 
water  monopoly  supplying  the  cities  is 
paying  the  water  monopoly  ser^'ing 
the  farmers  S220  million  to  do  such 
things  as  line  irrigation  ditches  and 
install  computerized  flow-release 
gates.  And  in  exchange,  the  cities' 
water  monopoly  gets  the  106,000 
acre-feet  per  year  of  water  saved,  at  an 
effective  annual  price  of  SI 28  per 
acre -foot. 

Such  agreements  represent  a  step  in 
the  right  direction.  But  as  long  as 
federal  and  regional  public  officials, 
under  the  influence  of  strong  vested 
interests,  are  calling  the  shots,  the  full 
benefits  of  market  pricing  and  alloca- 
tion cannot  be  realized. 

It  would  be  far  better  to  abolish  the 
Bureau  of  Reclamation,  spin  off  its 
assets — the  dams,  hydropower  plants, 
canals,  and  the  water  rights — to  the 
concerned  states  and  pri\  atize  water. 
That  way  local  people  could  \  ote  with 
their  pocketbooks  on  w  hether  water 
should  be  used  to  grow  cabbages  or 
fain\a\s,  and  what  local  gardens 
should  look  like. 

Under  market  pricing,  the  cost  of 
water  in  places  like  Las  \'egas 
would — and  should — skyrocket,  but 
the  residents'  water  bills  might  rise, 
fall  or  stay  the  same.  Zach  Willey,  an 
economist  with  the  Hn\ironmental 
Defense  Fund  and  longtime  promot- 
er of  using  market  forces  to  conserve 
water,  has  an  interesting  idea:  Let 
homeowners  as  well  as  farmers  sell 
their  rights  to  cheap  water.  "If  your 
average  Las  \'egas  homeowner  could 
sell  the  water  he  uses  to  tccii  his  lawn 
back  to  the  Water  District  for 
SI, 000,"  explains  Willey,  ">ou 
wDuld  .see  desert  gardens  replacing 
lawns  overnight." 

l^nless  market  pricing  tor  the 
West's  most  misalU>cated  rcst>urce 
de\elops  scH>n,  Las  Vegas  stands  a 
g(H>d  chance  of  bectMning  the  West's 
largest  uhost  town.  ■■ 
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With  anti-lock  brakes 
standard  equipment,  it's 
a  new  form  of  street- 
smart, 
too. 


We  asked  L.A.  artist 
Frank  Romero  to  capture  Skylark's 
stopping  power  on  concrete.  Now, 
we  invite  you  to  capture  it  on 
the  road. 

Safety 

You'd  have  to  pay  up  to  $1,000  extra 
for  anti-lock  brakes  on  most  imports 


Standard 
on  Skylark  GS 
tSee  your  dealer        jm 
for  terms  of  this 
jmiled  warranty. 


new  form  of  street  art 
for  1992. 


in  Skylark's  class.  And  the  new 
Skylark  comes  with  GM's  ABS  VI, 
the  anti-lock  brake  system  that's 
standard  on  every  new  Skylark. 
Automobile  Magazine  named  it 
1992's  Technology  of  the  Year. 


Control 


An  Adjustable  Ride 

Control  system*  lets 

you  select  a  soft,  sport 

or  automatic  suspension  setting. 

The  power  of  Skylark's  Quad 

OHC  engine  or  the  available 


3300  V6  turns  driving  into  an  art. 

Quality 

Every  Skylark  comes  with  the  one 
feature  no  other  car  in  its  class 
can  offer— Buick  quality.  And  it 
is  backed  by  a  3-year/36,000-mile 
Bumper  to  Bumper  Plus  Warranty.^ 

For  more  information  on  Skylark, 
call  1-800-435-5552,  or  better  yet, 
test-drive  one  on  a  stretch  of  road 
in  your  neighborhood. 


Skylark  is  a  registered  trademark  of  GM  Corp. 
©1992  GM  Corp.  All  rights  reserved. 
Buckle  up.  America! 
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^  Th€flNew  Symbol  For  QualiK  In  America. 


AKST  Easy  Link  Services. 

In  business,  our  need  to  communicate  in 
the  most  efficient  way  never  clianges.  Yet, 
how  we  communicate— how  we  see,  bear 
and  say  things— is  changing  continually. 
That's  why  AT&T  created  AT&T  EasyLink 
Services  to  help  give  you  greater  efficienq' 
through  electronic  messaging. 

AT&T  EasyLink  Services  can  help  you  take 
advantage  of  todays  ever  rapidly  evolving  busi- 
ness communications  environment.  AT&T 
Electronic  Mail,  AT&T  Fax  Services,  telex 
and  AT&T  EDI  can  help  improve  how  your 
business  communicates  today  And  for  the 
future,  AT&T  EasyLink  Services  is  working 
to  bring  you  truly  integrated  voice,  data, 
text  and  video  messages. 


I 


Hcnv  to  seCy  hear  and  say  things  you  never  coid^p 


So  regardless  of  your  company's  size, 
scope  or  field,  if  you  would  like  to  find  out 
how  you  can  send  and  receive  messages 
and  information  better,  AT&T  EasyLink 
Services  would  like  to  talk  with  you. 

AT&T  EasyLink  Services.  It  does  more 
than  just  improve  how  your  business  com- 
municates; it  helps  to  transform  the  way 
you  do  business  by  allowing  you  to  see, 
hear  and  say  things  \'ou  never  could  before. 

For  more  information,  call  your  account 
representative  or  AT&T  EasvLink  Services  at 
1800  242-6005,  Dept.  6302. 
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Japanese  consumers  are  shopping  smarter  and 
cheaper  these  days— bad  news  for  the  Ginza's  old-line 
department  stores  but  a  great  opportunity  for  Japan's 
new  breed  of  entrepreneurial  merchants. 

Value  for  yen 


By  Gale  Eisenstodt 

"I  NEVER  HAD  time  for  lunch,"  says 
Masatoshi  Kuroda,  a  director  at  Cha- 
nel in  Tokyo.  But  he  does  now.  Last 
year  Chanel's  sales  were  flat.  They  will 
likely  decline  this  year.  A  few  years 
ago  a  bad  year  in  Japan  for  Chanel 
meant  30%  growth,  and  a  good  year 
meant  70%  growth. 

The  suddenness  of  the  slump  in 
sales  of  expensive  luxury  goods  in 
Japan — from  $1,600  Chanel  purses 
to  Louis  Vuitton  handbags  to  Armani 
suits — is  related  to  the  sharp  slowing 
of  Japan's  economy,  of  course 
(Forbes,  Apr.  13).  But  it  goes  beyond 
that.  Note  that  at  2%,  unemployment 
is  almost  nonexistent  in  Japan  and  is 
not  likely  to  climb  much.  So  Japanese 
consumers,  especially  the  younger 
ones,  still  have  plenty  of  confidence 
and  money  to  spend.  But  they're  be- 
ginning to  spend  it  differendy. 

Says  Kazuo  Iwai,  a  deputy  manager 
at  Takashimaya's  downtown  Tokyo 
branch:  "Until  now  Japanese  be- 
lieved that  something  was  good  be- 
cause it  was  expensive.  But  now  con- 
sumers want  cheaper  prices  and  good 
quality." 

This  is  bad  news  for  Japan's  old-line 
department  stores.  Analysts  say  the 
Takashimaya  department  store 
chain's  pretax  profits  will  decline  by 
around  20%  this  year. 

Takashimaya's  rival,  the  Mitsuko- 
shi  department  store,  has  announced 
its  pretax  profits  for  the  fiscal  year 
ended  this  February  are  down  around 
40%  from  last  year. 

But  the  same  forces  that  have 
spelled  trouble  for  some  Japanese  re 
tailers  are  creating  opportunities  for 
others.  One  who's  now  riding  high  is 
Yoshito  Igarashi,  president  and 
founder  of  I  World.  Started  17  years 
ago  and  still  privately  owned  by  Iga- 
rashi and  company  directors,  I  World 


now  has  three  giant  discount  stores 
that  sell  everything  from  sporting 
goods  to  jewelry  to  consumer  elec- 
tronics. Igarashi's  prices  are  deeply 
discounted,  but  the  brand  names  he 
carries  are  top-of- the -line:  Dunhill  and 
Gucci  accessories,  Nordica  ski  boots, 
Sony  8mm  camcorders.  Value  for  mon- 
ey is  the  name  of  Igarashi's  game,  and 
Japanese  consumers  love  to  play. 

I  World  earned  around  $5.4  mil- 
lion last  year  on  sales  of  around  $180 
million.  The  chain's  3%  pretax  margin 
is  better  than  what  the  Japanese 
department  stores  typically  earn 
on  sales. 

Discounting  is  very  un- Japanese, 
and  so  are  Igarashi's  distribution 
techniques.  Wliile  most  department 
stores  are  located  in  downtown  urban 
areas,  Igarashi  keeps  prices  low  by 
opening  oudets  in  the  suburbs,  where 
rents  are  cheaper.  He  also  pays  manu- 
facturers in  cash,  buys  in  bulk  and 
frequendy  cuts  out  middlemen. 
That's  not  popular  among  distribu- 
tors in  Japan,  but  consumers  don't 
seem  to  mind.  Igarashi  expects  sales 
to  increase  by  25%  this  year.  With  sales 
slumping  at  traditional  outlets,  manu- 
facturers that  once  shunned  Igarashi 
are  now  eager  to  deal  with  him. 

In  men's  clothing,  Japan  is  in  the 
middle  of  what  the  press  is  calling  the 
"AA  Wars."  Aoyama  Trading,  found- 
ed by  Goro  Aoyama,  is  competing 
with  Hironori  Aoki's  Aoki  Interna- 
tional. Both  are  so-called  roadside 
chains:  retailers  that  build  freestand 
ing  buildings  with  large  parking  lots 
in  the  suburbs. 

Both  Aoyama  and  Aoki  opened 
their  first  roadside  stores  in  the  mid 
Seventies  to  sell  their  own  lines  of 
men's  apparel  goods  that  are  priced 
below  comparable  goods  available  in 
Japan's  traditional  department  stores. 


Aoyama's  suits  are  more  bargain 
basement,  Aoki's  slighdy  more  fash- 
ionable and  more  expensive.  An  Aoki 
suit  goes  for  around  $300;  a  similar 
suit  in  a  big  downtown  department 
store  would  cost  around  $500. 

Both  Aoki  and  Aoyama  are  boom- 
ing. Sales  by  Aoyama  Trading  for  the 
fiscal  year  ended  this  March  are  ex- 
pected to  reach  $900  million,  a  35% 
increase  over  last  year,  with  net  mar- 
gins a  fat  12%.  Aoki's  sales  are  expect- 
ed to  reach  $520  million  in  the  year 
ended  in  March,  up  by  25%  over  the 
prexious  year. 

How  can  Aoki  and  Aoyama  sell 
their  gcx)ds  for  as  much  as  one  half 
w  hat  the  department  stores  charge.* 
Partly  by  intrcxlucing  business  tech- 
niques that  are  old  hat  in  the  U.S.  but 
genuinely  startling  in  Japanese  retail- 
ing. Fxampic:  Aoyama  buys  its  gcxxls 
fi-om  the  manufacturers  outright.  By 
contrast,  Japan's  stixlgv  department 
stores  typicalh  bu>  from  w  holesalers 
on  consignment,  and  return  what 
dt>es  not  sell.  The  w  holes^iler,  in  other 
words,  shoulders  most  of  (he  mer- 
chandising risk. 
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Mitsukoshi's  In  return  for  assuming  the  risk  of 

Ginza  store  managing  its  own  inventory,  Aoyama 

Even  snooty  gets  to  buy  more  cheaply  from  manu- 

Mitsukoshi  is  facturers.  This  alone  saves  Aoyama 

selling  lowef-  around  S 1 38  on  ever)'  suit  that  would 

priced  lines  retail  for  around  $460  in  a  depart- 

of  clothing.  ment  store . 

■1^^  Another    example:    Traditionally, 

wholesalers  send  sales  staff  to  depart- 
ment stores  and  handle  promotions. 
Aoyama  cuts  this  cost  by  hiring  its 
own  salespeople  and  running  its  own 
promotions. 

Recendy  the  old-line  department 
stores  have  begun  to  fight  back  with 
lower-cost  lines  of  their  own.  For 
example,  the  Isetan  department 
stores  introduced  a  $300  women's 
wool  coat;  low  cost  by  Tokyo  stan- 
dards, it  was  all  the  rage  this  winter. 
Even  snooty  Mitsukoshi  has  intro- 
duced an  in-house  line  of  cheaper 
men's  suits,  retailing  at  prices  from 
$330  to  $530.  And  $7.6  billion 
(sales)  Seibu  Department  Stores, 
headquartered  in  Tokyo,  cut  the  aver- 
age price  of  some  of  its  men's  suits  by 
about  20%. 

Whichever  retailers  ultimately  win, 
Japanese  consumers  are  already  com- 
ing out  ahead.  ^M 


Some  authorities  are  put 
on  pedestals.  Ours  prefers 
a  coaster 


WILD 
TURKEY 

101  proof,  real  Kentucky 


TO  SEND  A  GIFT  OF  WILD  TURKEY«/10I  WOOF  ANYWHERE.'  CALL  1  80aBE  THERE  •EXCEPT  WHERE  PROHIBITED  KENTUCKY  STRAIGHT  BOURBON  WHISKEY  505»  ALC  /VOL  AUSTIN.  HOOi-S  DtSPLLlNG  CO  UtnKHCOUftG  KY  C 


Setting  up  an  overseas  trust  for  your  assets  may  protect 
thenn  from  litigation.  Tine  operative  word  is  "may." 

Pulling  up 
the  drawbridge 


By  Graham  Button 

Worried  that  a  big  civil  judgment 
could  strip  you  of  all  your  assets?  Then 
you  will  not  be  comforted  by  the 
words  of  Denis  Kleinfeld,  a  Miami- 
based  estate  planning  attorney: 

"In  the  olden  days,  people  protect- 
ed wealth  by  building  castles.  Men  in 
armor  would  climb  the  walls  and  take 
the  wealth,  leaving  nothing  but  the 
charred  ruins.  These  days,  they  wear 
three-piece  suits  and  they're  called 
plaintiff  lawyers,  and  when 
they  cart  everything  away 
they  don't  even  leave  the 
charred  ruins." 

If  you  are  affluent  and 
Kleinfeld's  words  make  you 
nervous,  it's  because  he  in- 
tends them  to  make  you 
nervous.  He's  not  at  all  shy 
about  drumming  up  busi- 
ness. Kleinfeld  knows  just 
how  to  push  the  hot  but- 
tons of  surgeons,  real  estate 
developers       and       other 
wealthy     clients     nervous 
about  possible  legal  expo- 
sure.    And     guess    what? 
Kleinfeld  has  a  solution — a 
way  to  build  a  modern-day  castle  to 
protect  what  his  clients  have.  Along 
with  a  small  number  of  other  special- 
ists,  Kleinfeld   is  promoting  some- 
thing called  an  asset  protection  trust 
(Arr),  a  relatively  new  tvvist  on  centu- 
ries-old trust  laws  that  allows  you  to 
sock  your  assets  away  in  a  seemingly 
impenetrable  overseas  trust. 

Here's  how  it  works.  Traditional 
trusts — the  kind  you  set  up  with  your 
local  bank — simply  transfer  assets  to 
the  control  ofa  trustee.  Usual  benefits 
include  minimizing  or  deferring  taxes 
and  ensuring  the  smooth  generational 
transfer  of  assets.  With  an  Ari ,  die  assets 


may  or  may  not  leave  the  U.S.,  but  the 

trust  is  established  in  a  foreign  jurisdic- 
tion whose  obstacle -course  laws  make 
it  very  hard  for  judgment-enforcing 
lawyers  to  reach  the  assets. 

For  example,  in  the  Cook  Islands, 
some  1,900  miles  from  New  Zealand, 
the  statute  of  limitations  governing 
fraudulent  conveyance  is  one  year  af- 
ter the  transfer  of  the  assets  or  two 
years  after  the  underlying  cause  of 


action,  such  as  negligence.  The  Cook 
Islands  don't  recognize  judgments  of 
foreign  courts,  so  new  litigation  must 
be  brought  there  to  reach  the  assets. 
Says  Los  Angeles  attorney  F.  Bentley 
Mooney  Jr.:  "The  practical  effect  is 
that  by  the  time  you  find  out  where 
the  money  is  and  file  your  action,  the 
statute  of  limitations  bars  the  suit." 

The  Cook  Islands  laws  were  made 
debtor  friendly  in  1989.  To  varying 
degrees,  Gibraltar,  the  Cayman  Is- 
lands and  the  Bahamas  followed  suit. 
The  Channel  islands  of  Guernsey  and 
Jersey  and  the  British  Virgin  Islands 
may  do  so  as  well. 


Engel  &  Rudman,  an  Englewood, 
Colo,  law  firm  that  has  set  up  apts 
protecting  over  S2  billion  for  about 
400  clients,  helped  the  government  of 
the  Cook  Islands  to  draw  up  its  stat- 
ute. The  firm  charges  SI 5,000  to  set 
up  an  APT.  Annual  administrative 
costs  run  S2,000.  Partner  Barry  Engel 
says  about  24  of  his  firm's  apt  clients 
have  been  defendants  in  litigation.  All 
the  cases,  Engel  says,  were  settled  at 
an  average  cost  of  15%  of  the  original 
claim.  One  of  Engel's  clients,  a  physi- 
cian, faced  over  200  malpractice 
claims  after  being  the  subject  of  a 
negative  stor>'  on  local  TV.  Fifteen  of 
the  suits  weren't  covered  by  insur- 
ance. The  physician's  total  exposure 
on  those  claims  was  S7  million,  but 
because  most  of  his  assets  had  been 
transferred  to  a  Cook  Islands  trust,  he 
wound  up  settling  the  suits  for 
$18,000.  The  plaintiff  law\'ers  didn't 
want  to  go  to  trial  because  any  judg- 
ments in  their  favor  would  probably 
have  been  uncollectible. 

Most  estate  planning  lawyers  at  big 
firms  see   nothing  wrong 
I     with  the  concept  of  protect- 
I     ing  assets  by  moxing  them 
*      overseas.    But    there    are 
problems.    Don't    trv'    to 
move  assets  overseas  after 
you've  been  sued  or  think 
you're  about  to  be  sued. 
And  there's  always  the  dan- 
ger that  so  long  as  the  physi- 
cal assets  remain  stateside  a 
judge  may  let  a  successftil 
plaintiff  get  at  them.  Warns 
Robert  Lawrence  III,  an  es- 
tate planning  attorney  at 
New   York's    Cadwaladcr, 
Wickersham  &  Taft:  "If the 
assets  stay  here,  it's  only  a 
matteroftime  before  a  U.S.  court  finds 
a  way  to  assert  jurisdiction  over  them 
on  behalf  of  an  aggrieved  creditor." 

With  judges  and  juries  as  unpre- 
dictable as  they  are  tcxia\  and  with 
negligence  lawyers  as  hungr\  as  they 
are,  asset  protection  trusts  do  make 
sense  for  some  people.  Alex  Odishc- 
lidzc,  50,  a  financial  planner  based  in 
San  Juan,  P.R.,  set  up  a  Ccx>k  Is- 
lands trust.  His  motivation:  "peace 
of  mind — feeling  secure  that  no  mat- 
ter w  hat  happens,  you  or  your  family 
are  going  to  wind  up  with  the  mon- 
ew  not  someb(xi\  that's  going  to  sue 
you."  ^ 
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RoRSHEiM  Introduces 
The  Perfect  Dress  Shoe. 


Introducing  tne  Comlortecli  Imperial  oy  Florsneim. 

Trie  perrect  comoination  or  our  classic  styling,  tne 
linest  American  crartsmansnip  and. 
tne  latest  in  comrort  tecnnology. 

A  uniquely  designed  insole 
makes  tne  Comrortecn  Imperial 
tne  most  rlexinle,  most  comrortaDle 
leather  soled  shoe  round  anywhere 
in  the  world. 

So  uniquely  comrortable,  in 
ract,  that  Florsheim  protects  this 
advanced  technology  with  a  patent 

But  making  a  Comrortech  Imperial  is  as  much 
an  art  as  it  is  a  science.  That's  why  only  our  most 


Unique.  Patented  Comfort  System 

Aavancea  Flexihility  in  a  Leather  Solea  Shoe 


Shock  Absorbing  Heel  Cushion 

Full  Length  Cushioning  Reduces  Leg 
ana  Foot  Fatigue 


experienced,  most  talented  craitsmen  are  reserved 
ror  creating  and  inspecting  this  nne  shoe. 

Choose  rrom  Wing-Tip 
Kiltie  Tassel  Slip-On,  Wing- 
Tip  Laced  Oxford  and  Perred 
Tip  Laced  Oxrord  at  $130. 
Available  in  Black,  Mahogany 
and  Brown  across  a  wide 
range  or  sizes  n-om  6  to  15 
and  widths  from  B  to  EEE. 

Don't  wait  any  longer  to 
experience  the  comiort  and 
style  or  the  perfect  dress  shoe.  Call  1-800- 
872-3503  for  the  Florsheim  Dealer  nearest  you. 


FLORSHEIM 


CDmFDRTELH'  Imfniial  Qiwlity 


Quality  Is  Timeless. 
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Every  time  postal  rates  go  up,  postal  volume  goes  down. 
Tony  Frank  did  a  lot  to  improve  postal  efficiency 
but  he  couldn't  change  that  lethal  equation. 

A  mailman's  lot 
is  not  a  happy  one 


By  James  Cook 

"Good  riddance,"  snapped  Moe 
Biller,  head  of  the  American  Postal 
Workers  Union,  when  U.S.  Postmas- 
ter General  Anthony  M.  Frank  an- 
nounced his  plans  to  step  down. 
"This  union  has  been  trying  to  get  rid 
of  him  for  the  past  two  years." 

On  Mar.  9  the  union  boss  got  his 
wish.  Biller's  Bronx  cheer  was  direct- 
ed squarely  at  Frank's  partly  success - 
fill  drive  to  improve  efficiency  and 
impose  discipline  on  a  notoriously 
inefficient  work  force — a  goal  that 
Biller's  politically  potent  American 
Postal  Workers  Union  fought  most  of 
the  way. 

The  union's  complaints  notwith- 
standing, the  U.S.  Postal  Service  is 
probably  in  better  shape  today  than  it 
has  been  since  1971,  when  Congress 
converted  the  old  Post  Office  Depart- 
ment into  an  independent  self-sup- 
porting agency. 

Big  organizations  require  years  to 
turn,  and  if  ever  there  was  a  big 
organization,  the  Postal  Service  is  it. 
With  745,000  workers,  the  Postal 
Service  employs  more  people  than 
IBM  and  Ford  Motor  Co.  combined. 
It  is  probably  the  world's  largest  ma- 
terials handling  operation.  Around 
550  million  pieces  of  mail — 40%  of 
the  world's  total — move  into  the  sys- 
tem every  working  day  and  then  move 
out  again  through  40,000  post  of- 
fices, substations  and  branches  to  120 
million  delivery  points.  And  if  the 
Postal  Service  is  slower  and  less  reli- 
able than  other  systems,  it  is  also 
cheaper:  A  first-class  stamp  costs  29 
cents  in  the  U.S.,  versus  46  cents  in 
Japan  and  61  cents  in  Germany. 

Anthony  M.  Frank,  now  60,  has 
been  an  immensely  successful  busi- 
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nessman.  This  German -born,  Dart- 
mouth-trained former  banker  made  a 
pile  selling  First  Nationwide  Financial 
Corp.,  the  S&L  he'd  built,  to  Ford 
Motor  Co.  for  nearly  $500  million  in 
1985.  As  things  turned  out,  it  was  a 
better  deal  for  Frank  than  for  Ford. 

But  managing  the  USPS,  for  all  its 
monopoly  status,  is  a  lot  tougher  than 
managing  a  business  organization.  By 
law,  the  USPS  must  provide  uniform 
service  at  uniform  rates  to  every  place 
in  the  country.  It  is  required  by  law  to 
break  even  over  time,  and  do  so  even 
though  it  cannot  set  its  own  prices; 
that  job  is  reserved  for  the  Postal  Rate 
Commission.  And  not  only  is  the 
Postal  Service  labor-intensive,  it  is 
also  union -intensive:  All  told,  the  var- 
ious unions — clerks,  letter  carriers, 
rural  carriers,  mail  handlers — repre- 
sent no  less  than  88.5%  of  its  work 
force,  versus  37%  in  state,  local  and 
federal  government  and  12%  in  the 
private  sector. 

When  it  made  the  Postal  Service  an 
independent  agency  in  1971,  Con- 
gress ordained  that  wages  and  bene- 
fits would  be  set  through  collective 
bargaining,  rather  than  by  asking 
Congress  for  appropriations,  as  other 
government  agencies  do.  This  turned 
out  to  be  a  boon  for  the  unions. 
"Under  collective  bargaining  we  are 
much  better  oft,"  says  union  head 
Moe  Biller.  "With  Congress,  we  used 
to  call  it  collective  begging." 

To  begin  with.  Congress  decreed 
that  postal  wages  should  match  those 
in  private  industr\'  rather  than  the  rest 
of  the  federal  government,  which 
meant  that  postal  employees  vvoiuid 
up  with  the  best  of  both  worlds:  high 
private -sector  wages   and   generous 


Anthony  M.  Frank 
As  U.S.  Postmas- 
ter General  from 
1987  until  a  few 
weeks  ago,  he 
launched  a  fron- 
tal assault  on  the 
Postal  Service's 
labor  and  service 
problems. 
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It's  not  a  car. 
It's  an  aphrodisiac 


You  know  that  car  you've  always  wanted?  Really, 
really  wanted?  It's  here.  The  new  Infiniti  J  30 
personal  luxury  sedan. 

And  its  looks  aren't  all  that  will  entice  you. 
For  $33,400*  die  J  30  is  sure  to  impress  you  on 
a  purely  emotional  level.  With  luxury  details  like 
the  Bose  audio  system  with  a  standard  compact 
disc  player.  Soft  gathered  leather.  Tasteful  walnut 
trim.  And  a  24-hour  Roadside  Assistance  Program 
that's  standing  by  to  do  whatever  it  takes  to  keep 
you  on  the  road. 

Of  course,  the  J 30  is  also  equipped  with  a 
long  list  of  impressive  technological  features. 
Like  the  variable  valve  timing  system  and  the 
double  isolated  multi-link  rear  suspension. 
Three-sensor,  three-channel  ABS  braking.  And 
both  driver's  and  passenger's  side  airbags. 

But,  in  the  end,  w  hat's  really  appealing  about 
the  new  J  30  is  something  far  more  than  all  its 
individual  parts.  Something  indefinable.  It's  what 
happens  when  you  cross  sheet  metal  and  desire. 


INFINITI. 


U.S.  Postal  Service 


Customers  line  up 
at  New  York  Cit/s 
main  oost  office 
Shades  of  the 
Soviet  Union: 
Customer  com- 
plaints often  focus 
on  long  lines  and 
surty  service  at 
post  offices  in 
urtian  centers. 
Partial  privatiza- 
tion of  various  post 
office  opera- 
tions will  help  the 
problem  but  not 
solve  it 


public-sector  benefits. 

Congress  admittedly  denied  the 
unions  the  right  to  strike,  authorizing 
binding  arbitration  instead,  but  that's 
a  process  that  generally  splits  differ- 
ences down  the  middle.  And  in  the 
Seventies  at  least,  the  labor  unions 
kept  threatening  to  strike  an^'way. 
"We  were  so  far  behind  anybody 
in  the  private  sector,"  Moe  Biller 
claims,  "we  had  a  long  way  to  go  to 
catch  up." 

Between  1970  and  1989,  in  fact, 
USPS  wages  increased  faster  than  infla- 
tion and  faster  by  far  than  in  other 
government  agencies.  Postal  Service 
wages  now  average  S23  an  hour,  in- 
cluding benefits.  These  high  wage 
rates  and  archaic,  union -imposed 
work  rules  have  helped  drive  postage 
rates  through  the  roof  As  a  conse- 
quence, between  1970  and  1989, 
when  the  Consumer  Price  Index  rose 
nearly  220%,  postal  rates  went  up 
258%;  this  during  a  period  when  the 
privately  operated  telephone  compa- 
nies increased  their  rates  by  just  100%. 

No  surprise  that  rising  postal  rates 
have  reduced  the  volume  of  mail  flow- 
ing through  the  service,  thereby  in- 
creasing unit  delivery  costs  and  lead- 
ing to  more  rate  hikes.  Says  John 
Crutchcr,  a  vocal  member  of  the  Post- 
al Rate  Commission:  "Labor  costs 


have  been  out  of  control  for  a  verv' 
long  time." 

To  make  things  worse,  the  post 
oflfice  was  not  able  to  increase  its  rates 
enough  to  maintain  the  level  of  its 
service.  Because  of  this,  deliveries 
were  curtailed,  collections  reduced 
and  customer  complaints  went  to  rec- 
ord levels. 

This  was  the  situation  Tony  Frank 
inherited  in  1987  when  he  moved 
into  the  Postmaster  General's  tenth- 
floor  office  in  Washington's  L'Enfant 
Plaza,  overlooking  the  Potomac  and 
the  Jefferson  Memorial.  Once  on  the 
job,  Frank  went  after  the  service  prob- 
lem by  hiring  Price  Waterhouse  to 
conduct  quarterly  surveys  of  how  well 
post  offices  in  major  cities  were  doing 
their  jobs.  These  surveys  set  the  vari- 
ous postal  units  competing  with  each 
other  for  position,  and  the  result  was 
that  service  began  to  improve.  New 
York  City's  customer  satisfaction  rate, 
for  instance,  went  from  30%  to  67%. 

At  the  same  time,  Frank  began 
attacking  the  labor  cost  problem  the 
only  way  possible:  by  speeding  up  his 
predecessors'  automation  programs. 
The  Postal  Service  had  been  moving 
in  that  direction  for  decades,  ever 
since  it  introduced  the  zip  code  in 
1963  and  the  zip  code  plus  4  in 
1981 — the   scries  of  numbers   that 


identifv'  the  destination  of  a  piece  of 
mail  right  down  to  the  side  of  the 
street  or  the  building  to  which  it  v\ill 
be  delivered. 

If  Frank  didn't  start  automation,  he 
did  take  it  more  seriously  than  any  of 
his  recent  predecessors,  the  last  three 
of  whom  stayed  on  the  job  an  average 
of  just  one  year. 

The  productivitv'  gains  ft-om  auto- 
mation can  be  spectacular.  As  against 
800  pieces  an  hour  sorted  by  hand 
and  1,850  by  mechanical  sorters, 
automated  scanning  machines  can 
easily  process  10,000  pieces  per 
hour — 30,000  even  with  a  two-man 
crew.  Cost.'  542  per  thousand  pieces 
for  manual  systems,  versus  S3  per 
thousand  for  automatic  processing. 

It's  a  dazzlingly  complex  process, 
with  mail  moving  at  electronic  speeds 
past  optical  character  scanners  that 
read  the  address,  convert  it  into  the 
bar-code  equivalent  of  the  zip  code 
and  send  it  on  automatically  to  its 
destination. 

To  date,  the  Postal  Service  has  in- 
stalled 2,700  electronic  scanning  ma- 
chines. Of  those,  more  than  90%  were 
purchased  and  installed  during 
Frank's  tenure.  Another  7,300  arc 
scheduled  for  installation  in  the  next 
three  years.  The  cost:  SI."  billion  sti 
far,  S3  billion  over  the  next  three 
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EMBASSY  suites:  TWICE  THE  HOTEL 


TWICE  THE  ROOM.  A  lai^ 
private  bedroom.  A  separate 
spacious  living  room  with  a 
well-lit  woik  area  perfect  for 
small  meetings.  Each  suite  also 
has  two  telephones,  two  TVs, 
a  wet  bar  with  refri^rator, 
coffee  maker  and  microwave. 
Computer  modem  hookup 
available  in  most  suites. 

For  people  who  travel  a  TWICE  THE  VALUE.  A  fee, 

lot  on  business,  there  is  no  cooked-to-orderbreakfestis 

better  partner  than  Embassy  served  each  morning.  Two 

Suites  hotels.  hours  of  complimentary 

-f  Subject  10  soK  and  local  bws. 


beverages^  each  evening. 
Both  sure  to  help  keep  your 
expense  report  in  line. 

Next  time  you  need  a  hotel 
room.  Think  TwicerThen  call 
your  travel  agent  or  Twice 
The  Hotel:  1-800-EMEASSY 


Free,  cooked-to-order  breakfast. 


EMBASSY 
SUITES" 


I-«)(MW-W4«  In lfaQa>.cd9Va(»- 362-2779 
Hami.  at  l-80(H»-2-MALIt 


U.S.  Postal  Service 


years.  The  savings:  more  than  S4.5 
billion  by  1995. 

In  2^2  years,  Frank  eliminated 
43,000  jobs,  with  10,000  more  slated 
to  go  this  year  and  45,000  more  by 
1995.  And  there's  a  potential,  Frank 
says,  for  cutting  maybe  25,000  more. 

So  far,  these  cuts  have  been  coming 
through  attrition  rather  than  layoffs, 
and  with  a  normal  turnover  of  7%  a 
year — that's  50,000  employees — the 
job  reduction  problem  is  theoretically 
manageable.  But,  given  the  limita- 
tions imposed  by  the  labor  unions' 
work  rules,  cutting  jobs  without  run- 
ning afoul  of  the  unions  is  easier  said 
than  done. 

For  example,  under  the  current 
union  contract,  management  can't 
easily  transfer  employees  from  a  re- 
gion where  labor  is  in  excess  to  an  area 
where  labor  is  short — from  New 
Hampshire,  say,  to  Florida.  Nor  can 
managers  always  transfer  an  employee 
from  a  job  organized  by  one  labor 
union — the  clerks,  say — to  one  orga- 
nized by  another — the  mail  handlers, 
say,  or  the  letter  carriers. 

And  of  course  you  can't  let  a  per- 
manent employee  go  just  because 
you've  installed  a  new  machine  that 


:JID 


American  Postal  Workers  Union  head  Moe  Biller 

"This  union  has  been  trying  to  get  rid  of  [Frank]  for  the  past  two  years." 


light  Camera. 


POWERED  BY    Sony's  palm-sized  Handycam'  Camcorder  is  packed  with  impn?ssi\-e 
MOTOROLA    features.  So  much  so  that  it's  won  the  hearts  of  consumers  ex-erN-where. 
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can  do  the  job.  This  rule  in  particular 
i  has  led  to  enormous  waste  of  capital 
and  labor.  L.  Nye  Stevens,  head  of  the 
General  Accounting  Office  unit  that 
monitors  the  Postal  Service,  told  a 
congressional  committee  that  USPS 
managers  sometimes  went  on  using 
mechanized  equipment  even  when 
automatic  equipment  was  available, 
just  to  keep  workers  from  standing 
around  idle. 

"Sometimes,"  says  Tony  Frank,  re- 
signedly, "you  don't  have  the  right 
attrition,  the  right  job  and  the  right 
geography." 

Another  wasteful  work  rule  in- 
volves limitations  placed  on  the  use  of 
part-time  employees.  The  mail  flows 
in  fits  and  starts,  fluctuating  with  the 
seasons  and  the  time  of  day.  It's  a 
pattern  that  is  tailor-made  for  part- 
time  workers.  But  the  work  rules  se- 
verely limit  how  many  part-timers  the 
Postal  Service  can  hire.  Overall,  part- 
timers  make  up  no  more  than  20%  of 
the  postal  work  force,  and  far  less  in 
large  installations  organized  by  the 
letter  carriers  (12%).  By  contrast, 
part-timers  account  for  more  than 
40%  of  United  Parcel's  employment, 
30%  of  Federal  Express'.  This  is  a 


major  reason  the  USPS'  overall  labor 
costs,  at  83%  of  revenues,  are  so  much 
higher  than  those  at  Federal  Express 
(45%)  or  United  Parcel  (60%). 

But  on  all  these  work  rules  Frank 
made  some  progress.  Last  summer, 
for  example,  contract  arbitrators  al- 
lowed the  Postal  Service  to  double  the 
percentage  of  certain  categories  of 
part-timers  it  can  hire — and  to  do  so 
at  $6.15  an  hour,  a  third  the  system 
average. 

Frank's  strategy  was  to  cut  costs 
even  more  b)'  accelerating  the  privati- 
zation of  some  of  the  Postal  Service's 
operations.  The  post  office  has  always 
contracted  out  part  of  its  day-to-day 
operations — rail,  truck  and  air  trans- 
portation, vehicle  maintenance  and 
custodial  services.  And  in  low-densit)' 
rural  areas  it  has  even  contracted  out 
deliver)'  service —  4,500  "star" 
routes  serviced  by  outside  contractors 
at  half  what  it  would  cost  USPS  to  do 
the  job.  But  as  the  automation  pro- 
gram proceeds,  the  USPS  will  also  use 
outside  contractors  at  some  200  re- 
mote video  encoding  installations. 
The  Postal  Service  will  provide  the 
equipment — $95  million  worth — the 
contractors  will  provide  the  operators 


who  will  read  and  bar-code  handwrit- 
ten mail  using  remote  video  screens. 
"We  have  contracted  that  function 
out,"  says  Frank,  "between  12,000 
and  20,000  jobs,  and  the  difference 
from  doing  it  in -house  is  SI  00  a  day 
per  worker,  S4  billion  per  decade." 

Even  more  important  is  the  USPS' 
efforts  to  get  its  customers  to  do  more 
and  more  of  its  work  for  it.  But,  to  be 
diplomatic,  the  postal  managers  don't 
call  it  privatization.  They  call  it  "work 
sharing." 

For  nearly  15  years  now,  for  in- 
stance, the  Postal  Service  has  been 
offering  discounts  to  third-class  mail- 
ers who  presort  their  own  mail  by  zip 
code — thus  doing  work  themselves 
that  highly  paid  USPS  employees 
would  otherwise  perform.  Thanks  to 
the  differential  in  labor  costs,  the  post 
office  saves  more  than  its  own  costs 
through  the  discounts,  and  the  mail- 
ers spend  less  than  the  discount  in 
presorting  their  mail.  So  everv'body 
wins.  Except  the  unions. 

Work  sharing  is  certain  to  grow. 
Some  40%  of  the  letter  mail  automa- 
tion slated  for  1995  will  come  from 
large  commercial  mailers  presorting 
and  bar-coding  their  mail. 


Action. 


And  Motorola  microcontrollers  are  the  heart  of  the  Handycam.  From  videocameras  to 
race  cars,  the  world's  most  innovarive  products  are  powered  by  Motorola. 
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Microprocessor  and  Memory  Technologies  Group 
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New  Jersey's 
Kilmer  Genera 
Mail  Facility 
Automated  mail 
sorting  equipment 
(left)  is  replacing 
agonizingly  repetitive 
manual  sorting 
operations  like  the 
one  above,  cutting 
sorting  costs  by 
more  ttian  90%. 


Ask  Frank  to  summarize  his  efforts 
to  automate  and  cut  labor  costs,  and 
he  comes  up  with  some  impressive 
numbers.  "We  have  savings  of  $1.5 
billion  a  year  now  on  automation,"  he 
says,  "and  we'll  have  $4.5  billion  to 
$5  billion  a  year  by  1995." 

When  he  left  office  last  month, 
Tony  Frank  thus  left  behind  a  far 
better  system  than  the  one  he  found. 
He  did  not,  however,  solve  all  the 
problems — probably  only  privatiza- 
tion could  do  that.  In  a  sense,  the  USPS 
as  presendy  constituted  must  run 
continually  faster  just  to  stand  still. 
There's  always  inflation,  interest  costs 
are  rising  and  the  postal  unions  will 
certainly  demand  at  least  a  share. 

Tony  Frank  spent  over  $6.5  billion 
to  modernize  the  postal  system,  pay- 
ing for  it  mainly  with  low-cost  money 
borrowed  from  the  federal  agency 
that  finances  quasi-public  enterprises 
like  farmer  cooperatives  and  the  Reso- 
lution Taist  Corp.  During  Frank's 
four-year  tenure,  the  iisrs'  long-term 
debt  has  climbed  from  $4.4  billion  to 
$8.1  billion,  its  annual  interest 
charges  from  $208  million  to  $479 
million. 

riiere's  more  spending  and  bor- 


rowing to  come.  Within  three  years, 
says  Comer  S.  Coppie,  head  of  the 
USPS'  financial  department,  the  agen- 
cy will  have  reached  its  $15  billion 
borrowing  limit  and  will  be  forced  to 
ask  Congress  to  raise  the  ceiling. 

Given  this  treadmill,  although 
Postal  Service  revenues  were  up  11%, 
to  $43  billion,  in  the  fiscal  year  ended 
last  September,  losses  mounted,  too, 
to  a  record  $1.5  billion;  this  was  the 
third  loss  in  the  four  years  that  Frank 
headed  the  service,  the  fifth  in  the  last 
ten  years.  Thank  Congress,  which 
forced  the  USPS  to  pick  up  $1 .9  billion 
in  retroactive  health  and  retirement 
benefits  last  year.  But  even  without 
that  charge,  the  USPS'  $432  million 
operating  profit  was  pitifiilly  small — 
barely  1%  of  sales. 

If  1992  looks  like  a  profitable  year, 
it's  only  because  in  Februan.'  199 1  the 
price  of  a  first-class  stamp  went  up  by 
4  cents.  That  16%  increase  was  five 
times  the  overall  rate  of  inflation.  It 
was  the  fifih  rate  increase  in  ten  years, 
the  second  in  Frank's  tenure. 

This  kind  of  price-raising  inevita- 
bly reduces  volume,  especially  when 
rival  means  of  communication  such 
as  telephone  ser\ice,  fax  transmission 


and  computer  mail  decline  relatively 
in  cost.  Yet  the  Postal  Senice  needs 
volume  to  support  its  enormous  and 
steadily  growing  fixed  costs.  When 
mail  volume  slipped  just  0.3%  last 
year,  a  prospective  SI  billion  surplus 
was  more  than  sliced  in  half  Most  of 
the  volume  drop  came  in  third-class 
mail  as  a  response  to  last  summer's 
25%  rate  increase.  "That's  a  ver>' 
significant  warning  signal  to  us," 
says  Comer  Coppie,  the  Postal  Ser- 
vice's financial  man. 

The  loss  of  the  huge  (62  billion 
pieces  a  year)  third-class  market  to 
private  carriers  is  of  more  than  theo- 
retical concern.  In  20  years.  United 
Parcel  Ser\ice  and  others  ha\e  walked 
off  with  all  but  5.1%  of  the  parcel  post 
business.  Federal  Fxpress  and  others 
with  all  but  11%  of  the  Express  Mail 
market.  Parcel  post  and  even  express 
mail  are  not  central  to  Postal  Senice 
operations,  but  third-class  mail  un- 
questionably is.  It  has  been  growing 
around  10%  a  year,  taster  than  any 
other  part  oi  the  business,  and  now 
generates  rsvo- thirds  as  much  volume 
as  first  class  itself  A  decline  in  the 
Postal  Senice's  third  class  mail  mar- 
ket could  have  a  devastating  effect  on 
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To  Succeed  In  Business, 

You've  Got  To  Show  The  Co  m  pet  it  io  n 

Exactly  What  You're  Made  Of. 


Perforated  vamp 
lining  for  breathability. 


A  soft,  pliable 
leather  binding. 


Inverted  stitching 
for  a  smooth  seam. 


Moisture 

absorbent  cotton 

doubler. 


Calfskin 
leather  upper 


Every  shoe  company  claims 

they  make  quality  shoes. 

But,  when  asked  to  support  their 

claims,  they  offer  only 

flowery 


prose, 
or  romantic  depictions  of 
old-world  craftsmanship. 
At  Allen-Edmonds, 
quality  is  an  easily  defensible 
position.  We  prefer  explaining 
exactly  how  our  shoes  are  made. 
And,  in  turn,  prove  to  our 
customers  that  Allen-Edmonds  are 
the  world's  finest 
shoes,  made 
right  here, 
in  America. 
'CXir  suppliers 
'say  no  one  is  as 


S  a  ks   Fifth  A  v  c  u  u  c 


Complete  support 
from  iSO"  welting. 


discriminating  when  selecting 

leather.  Every  shoe  is  created  on 

exclusively-designed  foot  molds, 

called  "lasts."  Only  the  finest 

natural  materials  are  used. 

•  •  • 

The  welt  —  a  piece  of  leather 

holding  the  insole,  the  outsole  and 

shoe  upper  together  —  runs  a 

hill  360°  around  the  sole. 

Other  shoes  utUize  a  180°  welt, 

or  no  welt  at  all. 

Between  the  sole  and  insole,  we  put 
a  layer  of  natural  cork  for  added 

cushion.  Between  the  outer  leather 

and  lining,  a  cotton  flannel 
doubler  helps  dissipate 
moisture. 


finest-quality 
leather  insole. 


^  from  a  leather 
heel  base. 


Allen-Edmonds  shoes  are  so  well 

crafted,  they  can  be  recrafted,  at  our 

factory,  a  number  of  times. 

To  extend  their  Ufe  even  longer 


So,  next  time 
some  shoemaker 
begins  claiming 

quality,  look  ■ 
them  straight  in  ^ 
the  eye  and  ask  M 
for  facts.  You'll 
find  out  exactly 
what  they're  made  of. 
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American  made  Allen- 
Edmonds  shoes  are  available 
at  fine  stores  worldwide. 

Men 
.3dmonds 


N  0  r  li  s  t  r  o  in 


M  n  r 


For  a  catalog  of  our  shoes  and  where  you  can  purclmse  them,  sendSlOO.  Allen-Edmonds  ShoeCorp.,  Box  998,  Dept.  261,  Port  Wa<.hington,  W153Q74  USA 


U.S.  Postal  Service 
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The  people 
Ave  deliver, 
deliver. 


M,. 


Performance,  vpi  prorniSe?,  from  the  largest 
recruiting  firm  in  the  world:  Our  contingency  fee 

structure  assures  your  satisfaction.  Look  in  the 
^   .V  white  pages  for  the  office  nearest  you. 


MANAGEMENT 
RECRUITERS 


//^ 


(iKowni 

Invi<:si()ks 

kWAQB  Annual  Total  Return  as  of  12/31/91   1 
1Year 69.01%  1 

5  Years 

22.00% 

10  Years 

17.91% 

20  Years 

20.81% 

1-800-345-2021 

P.O.  Box  419200.  Kansas  City,  MO  64141-6200 

*  Ranked  #1  among  31 5  mutual  funds  in  the  country  for  the  20-year  period  ending  December  31 , 
1991,  by  Lipper  Analytical  Services,  Inc.,  an  independent  mutual  fund  ranking  service. 
Data  quoted  represents  past  performance.  Investment  return  and  principal  value  will  fluctuate, 
and  redemption  value  may  be  more  or  less  than  original  cost. 


The  #1  way  to 
invest  over  time. 


Twentieth  Century  Growth  Investors,  up  4,286%,  is  ranked  as 
the  #1  stock  fund  for  the  past  20  years.*  For  more  complete  infor- 
mation about  Twentieth  Century, 


including  charges  and  expenses, 
call  for  a  free  prospectus.  Please 
read  the  prospectus  carefully 
before  investing. 


the  rest  of  the  service's  business,  espe- 
cially first  class. 

More  and  more,  third-class  mail  is 
emerging  as  the  bedrock  of  the  post- 
al system.  Though  it's  generally  dis- 
missed as  junk,  third-class  mail  is 
pure  gold  in  the  economics  of  mail 
processing.  It  is  easier  to  handle,  and 
so  inherendy  lower  cost.  It  is  gener- 
ally presorted  at  a  saving  and  it  prob- 
ably generates  a  good  20%  of  first- 
class  volume.  By  providing  a  base 
volume,  it  helps  maintain  the  eco- 
nomics of  mechanized  and  automat- 
ed processing  and  picks  up  a  share  of 
the  burden  of  maintaining  the  usPS' 
universal  delivery  system.  But  every 
time  third-class  rates  rise,  businesses 
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No-Load  Kaniilv  of  Fiiiuls 


C  IWQ  TNiTfltirth  Ciwlun  >*n*>rx  Irv 


Rate  Commissioner  John  Crutcher 
"Labor  costs  have  been  out  of  control 
for  a  very  long  time." 


have  that  much  more  incentive  to 
find  alternative  ways  of  deliver>-. 

Which  is  why  the  success  of  Tony 
Frank's  plan  to  cut  labor  costs  and 
hold  rate  increases  below  the  rate  of 
inflation  now  seems  so  vital.  What's 
at  stake  is  not  simply  restoring  some 
equilibrium  between  management 
and  labor  but  the  long-term  surviv- 
al of  the  postal  system  itself  in  a 
period  of  furious  technological 
change  and  the  rise  of  new  forms  of 
competition. 

The  next  Postmaster  General  had 
not  been  named  by  late  March,  but 
even  if  he  or  she  does  as  gcxxi  a  job  as 
Tony  Frank  did,  the  isrs  will  remain 
on  a  treadmill  unless  Congress  butts 
out  of  the  situation  and  turns  the  p)ost 
office  over  to  private  business.  Or  at 
least  permits  it  to  operate  like  a  private 
business.  ■■ 
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THE  AIRBUS  FAMILY  IS  BIGGER  THAN  YOU  THINK. 


The  Airbus  product  line  offers  a  profitable  solution 
for  airlines.  Our  6  Airbus  aircraft  cover  virtually  every 
need  of  the  more  than  100  customers  we  have 
worldwide.  They  can  profitably  fly  from  120  to  400 
passengers  as  far  as  8,000  miles  -  covermg  short, 
medium  and  long  ranges. 

And  by  the  year  2000  -  when  annual  passenger 


traffic  should  exceed  2  billion  -  Airbus  aircraft,  such  as 
the  A340,  will  provide  welcome  nonstops  that  avoid 
congested  hub  airports. 

By  that  time,  the  world's  first  integrated  family  may 
also  have  many  new  members. 

That's  why,  in  commercial  aviation,  we're  Number  2 
and  leading. 


AIRBUS  INDUSTRIE 


We  have  a  group 

policy  that  helps  cover 

long-term  care 


in  the  place 

elderly  people 

want  it  most. 
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The  Aetna  Long  Term  Care  Plan  is  a  policy 
available  through  employers  that  provides 
a  daily  benefit  either  in  a  nursing  facility  or 
at  home.  It  covers  care  provided  by  com- 
panions or  members  of  the  family  It  not 
only  helps  protect  your  financial  resources, 
it  also  helps  assure  you  have  a  choice  you'll 
feel  comfortable  with  when  the  time  comes 
to  make  it.  To  find  out  more,  please  write: 
Long  Term  Care,  Post  Office 
Box  303.  Hartfoitl,  CT  06141. 
Aetna.  A  policy  to  do  more. 


/Etna 
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ON  THE  DOCKET 


Can  the  same  law  mean  opposite  things 
to  different  judges?  You  bet. 

Flip  a  coin 


By  James  Lyons 

If  a  foolish  consistency  is  the  hob- 
goblin of  little  minds,  then  no  one  can 
accuse  six  federal  appellate  judges  of 
being  small-minded.  In  separate  rul- 
ings two  weeks  apart,  the  U.S.  Courts 
of  Appeals  for  the  Fourth  and  Fifth 
Circuits  reached  opposite  conclusions 
in  two  cases  involving  the  same  issue. 

The  result  is  confiision  about  what 
kinds  of  contributions  an  employer  or 
individual  can  make  to  a  defined  ben- 
efit retirement  plan.  A  defined  benefit 
plan  specifies  the  amount  of  money 
that  will  be  available  when  an  employ- 
ee retires.  (In  contrast,  a  defined  con- 
tribution plan  specifies  how  much  will 
be  contributed  each  year  but  makes 
no  guarantee  as  to  what  will  be  paid  at 
retirement.) 

Given  the  contradictory  rulings, 
residents  of  Lx)uisiana,  Mississippi 
and  Texas  (composing  the  Fifiih  Cir- 
cuit) can  make  noncash  contributions 
such  as  stock  or  real  estate  to  defined 
benefit  plans.  But  residents  of  the 
Carolinas,  Maryland,  Virginia  and 
West  Virginia  (the  Fourth  Circuit) 
should  expect  to  pay  at  least  a  5% 
federal  excise  tax  if  they  contribute 
anything  other  than  cash.  In  all  other 
circuits,  the  law  is  uncertain. 

The  first  decision  involved  Key- 
stone Consolidated  Industries,  Inc.,  a 
Dallas- based  steel  wire  manufacturer. 
In  1983  Keystone  was  short  of  cash. 
Instead  of  using  cash  for  its  annual 
contribution  to  the  pension  plan,  the 
company  transferred  to  the  fund  five 
truck  terminals.  Faced  with  the  same 
problem  the  following  year,  Keystone 
again  contributed  real  estate,  transfer- 
ring title  to  land  Keystone  owned  in 
Santa  CMara,  Calif 

It  would  have  been  a  clear  violation 
of  the  law  if  the  real  estate  Keystone 
contributed  had  been  subject  to  any 
mortgages.  It  wasn't.  It  also  would 
have  been  a  violation  if  Keystone  had 
inllated  the  value  of  the  real  estate.  It 


didn't.  Keystone's  valuation  of  $15 
million  for  all  the  properties  was  not 
contested. 

But  to  the  IRS  these  contributions 
were  "prohibited  transactions."  A 
prohibited  transaction  is  one  on 
which  the  iRS  levies  a  5%  excise  tax. 
And  if  the  transaction  isn't  unwound, 
the  IRS  can  slap  a  100%  tax  on  it. 

The  reason  for  these  penalties: 
When  Congress  wrote  the  pension 
rules  in  1974,  lawmakers  wanted  to 
protect  plans  from  self-deaUng  by 
their  sponsors.  For  example,  they 
wanted  to  be  sure  businesses  didn't 
unload  junk  on  their  pensioners. 


fore,  the  tax  applied. 

Afi:er  losing  before  the  U.S.  Tax 
Court  in  1990,  the  iRS  appealed  to  the 
U.S.  Court  of  Appeals  for  the  Fifth 
Circuit.  In  a  unanimous  decision 
handed  down  Jan.  17,  the  Fifili  Cir- 
cuit panel  sided  with  Keystone  and 
against  the  iRS.  The  court  wrote  that  if 
all  property  transfers  were  subject  to 
the  excise  tax,  the  additional  defini- 
tion regarding  mortgaged  land  would 
be  superfluous. 

"Unless  it  is  encumbered  by  a 
mortgage  or  lien,  a  transfer  of  proper- 
ty is  not  to  be  treated  as  if  it  were  a  sale 
or  exchange,"  the  Fifth  Circuit  judges 
wrote  in  their  opinion. 

The  IRS  fared  better  before  the 
Fourth  Circuit.  There,  the  case  in- 
volved Dallas  Wood,  a  Virginia  real 
estate  broker.  Self-employed,  Wood 
created  his  own  defined  benefit  plan. 
Instead  of  contributing  cash  for  the 
1984  tax  year.  Wood  transferred 
three  third-party  promissor\'  notes. 
Again,  the  iRS  argued  that  a  transfer  of 
this  sort  of  property-  was  subject  to  the 
5%  tax. 


In  setting  out  what  is  a  prohibited 
transaction,  the  rules  say  that  the  ex- 
cise tax  will  apply  for  any  "sale  or 
exchange  ...  of  any  propert)'"  be- 
tween a  plan  and  its  sponsor.  But  later 
the  tax  code  goes  on  to  say  that  "a 
transfer  of  real  or  personal  property' 
.  .  .  shall  be  treated  as  a  sale  or  ex- 
change if  the  property^  is  subject  to  a 
mortgage.  ..." 

To  Keystone,  the  logic  was  simple. 
The  land  it  contributed  was  not  mort- 
gaged; therefore,  the  tax  did  not  apply 
for  this  transfer. 

To  the  IRS,  the  matter  was  equally 
clear.  Property  was  transferred;  diere 


Although  the  Fourth  Circuit 
judges  were  aware  of  the  Fifth  Cir- 
cuit's ruling,  they  declined  to  follow 
it.  Giving  an  expansive  reading  to  tlic 
definition  of  property  transfers,  the 
panel  unanimously  concluded  "any 
sale  or  exchange  of  noncash  proper- 
ty ...  is  a  prohibited  transaction." 

Splits  between  appellate  courts  arc 
reconciled  by  the  U.S.  Supreme 
Court.  This  month  Wcxxi  is  likely  to 
appeal  his  loss  in  the  Fourth  Circuit  to 
the  High  Court,  and  the  iRS  may 
appeal  its  loss  in  the  Fifth  Circuit. 
Fither  wav,  one  of  the  circuit  courts 
could  have  its  rulinc  overturned.    ^ 
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Slater  landed  a  big  one!' 


"Affiliated  Brands': 


"Right"  "They  were  really  tight  with  their  old  firm'.' 
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M,  he  learned  their  business  inside  and  out.  Practically  overnight.  Trademarks,  patents,  copyrights,  everything!' 
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Mw^f  /u2i/e  impressed  them'.'      "Enough  to  make  rain!'        "Enough  to  make  partner'.'      "Wonder  who  his  source  is?" 


The  answer  is  in  Dialog. 


nformation- complete,  precise,  up-to-the- 
ninute.  It's  your  most  powerful  tool  for 
>uilding  a  case.  Or  building  a  practice.  Find 
he  answers  you  need  fast  in  Dialog,*  the 
world's  first  and  largest  electronic  library. 
Ve  offer  over  400  diverse,  detailed  data- 
lases,  online  via  computer  and  modem, 
ncluding  the  most  complete  intellectual 
•roperty  collection  available.  And  you 


can  access  many  of  these  Dialog  data- 
bases on  WESTLAW.* 

See  your  Information  Specialist  about 
Dialog.  Or  call  for  a  free  kit  on  Dialog 
information  for  the  legal  profession. 


1-800-3-DIALOG 


Ouistde  U.S..  415  858  3785.  hax  415  858-7069. 


Dialog,  Information  Tools:  International  and 
U.S.  trademark,  patent  and  U.S.  copyright 
data,  including  regulatory  information. 
Full-text  industry  reports,  company  profiles 
and  current  and  up-to-the-minute  news. 
Biographical,  technologiail,  eniirvnmental, 
product  liability  and  medical  data.  From 
Thomson  &  Thomson's  TRADEMARK 
SCANT  DScB,  S&^P,  McCrau>-HiU, 
Knight-Ridder  and  many  other  sources. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 

5 1991  Dialog  Information  Servicrs. Inc .  3460  Hillv.cw  Avenue.  Palo  iMto,  California  94304  All  nghts  nncrvrd  DIALOG  is  a  wrvitemark  of  Dialog  InformaJion  Scrvicev  Inc   Rcgirtcred  U  S  P»tmt  and  Tradcmati  OffKc 
TRADEMARKSCAN  ik  a  registered  trademark  of  Thomson  &  TTiomson^  WESTLAW  ts  a  rrgistercd  trademark  of  West  Puhlishing  Compam 
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s  like  they  always  say,  time  sure  flies  when 
vDuire  having  fun.  Which  is  exactly  what  Lerus 
ners  hare  been  doing  lately. 

\nd  yih\  not?  The  LS400s  32-vaKe  \^  can 
celerate  from  zero  to  sixty  mph  in  79  seconds.* 
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suing  forth  a  sound,  one  critic  wrote,  like  that 
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of  tear- 
ing silk 

(notice  how  he 
didn't  say  polyester  l 

Of  course  auto  buffs  aren't  the  only  ones 
talking  about  the  LS400L  Kiplinger's  Personal 
Finance  Magazine  rated  it 
"best  in  class." 

But  perhaps  the  more 
notable  statistic  of  late  is  how 
well  an  LS400  performs  on 
paper  (even  the  most  devoted 
aficionado  must  abide  by  his 
walletl  It  recently  posted  the 
highest  retained  vahie  in  the 
luxury  class.^  Not  bad  for  a 
car  you  couldn't  even  find  a 
few  years  ago. 

Indeed,  the  times  they 
are  a  changing.  And  sou  as 
7«i  Bir  h>ie  DOlked.  b  the 
luxury  car. 
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From  Harvard  to  Botswana  to  Harvard  Law  to  creating  best- 
selling  software  for  kids,  here's  the  story  of  Broderbund 
founder  Doug  Carlston's  winding  path  to  fame  and  fortune. 

Who  in  the  world 
is  Doug  Garlston^ 


By  Edward  Giltenan 

In  a  manner  of  speaking,  Douglas 
Carlston  is  two  parts  Bill  Gates,  one 
part  Jack  Kerouac.  The  son  of  a  theol- 
ogy professor  from  Dubuque,  Iowa, 
Carlston  is  founder  of  Broderbund 
Software,  Inc.,  the  hottest  name  in 
educational  software  publishing.  He 
first  dabbled  with  computer  program- 
ming after  his  junior  year  in  high 
school  in  the  early  1960s  while  on  a 
summer  engineering  program  at 
Northwestern  University.  The  fol- 
lowing summer  he  took  a  job  sweep- 
ing punch  cards  off  the  floors  at  a 
computer  center,  to  get  some  free 
computer  time.  In  1970  he  earned  a 
degree  in  social  relations  from  Har- 
vard, helping  to  pay  his  way  with  a  job 
as  a  part-time  programmer  in  the 
university's  computer  lab. 

But  Carlston  was  also  an  adventur- 
er, in  the  spirit  of  a  character  from 
Kerouac 's  On  the  Road.  While  at  Har- 
vard he  spent  a  year  in  Botswana 
teaching  math  and  geography.  Upon 
his  return,  he  tried  writing,  turning 
out  a  book  called  Beffinnin^  Swahili 
and,  after  graduating,  a  few  language 
texts  for  American  Express. 

Still  not  quite  sure  what  he  wanted 
to  do,  Carlston  earned  a  law  degree 
from  Harvard  and  opened  a  two- 
partner  firm  in  Newport,  Me. 

By  1979  the  open  road  was  calling 
again.  So  Carlston  loaded  his  180- 
pound  mastiff".  Judge,  and  his  other 
belongings  into  the  back  of  his  1969 
Chevrolet  Impala  and  headed  to  Fai- 
gene.  Ore.,  where  his  younger  broth 
cr  Gary  lived.  Somewhere  in  the 
Rockies,  the  Impala  began  gushing 
smoke.  Then  the  windshield  wipers 
stopped  working.  Carlston  crossed 
the  Eugene  town  line  driving  with  his 
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head  out  the  window.  "We  started 
the  company,"  he  says,  "because  I 
was  stuck  without  a  car  and  didn't 
have  the  money  to  buy  a  new  one." 

Inauspicious  beginnings  notwith- 
standing, Broderbund  (1991  reve- 
nues, $56  million)  has  become  the 
country's  most  successfijl  maker  of 
educational  software.  Its  seven-year- 
old  Where  in  the  World  is  Carmen 
Sandiego?  game  and  various  Carmen 
Sandiego  offshoots  have  sold  over  2.5 
million  copies  (suggested  retail  prices 
range  from  $49.95  to  $99.95).  An- 
other group  of  programs  called  The 
Print  Shop,  used  for  making  greeting 
cards,  signs,  posters  and  calendars, 
has  sold  more  than  4  million  copies 
since  1984.  Most  computer  games 
have  a  shelf  life  of  less  than  a  year. 

What  separates  Broderbund's  com- 
puter games  from  the  rest?  Kids  love 
them.  Take  the  C-armen  Sandiego  line 
of  geography/history  games.  Color 
ful,  and  with  plent>'  of  action,  they 


Preschoolers  play- 
ing Just  Grandma 
and  Me;  Douglas 
Carlston  with  Benthi 
"Most  kids'  en- 
tertainment is  pas- 
sive, and  you  can 
blame  that  on  TV." 


feature  an  elusive  trench-coated  thief 
named  Carmen  who  travels  around 
the  world  and  through  time,  heisting 
such  treasures  as  the  Hope  diamond. 
The  player  follows  a  trail  laden  with 
geographic  or  historical  clues  in  order 
to  capcurc  C^armen's  henchmen  and 
eventually  their  boss. 

"It's  hard  to  make  an  educational 
game  ftin,"  says  leffrey  Jamicson,  an 
eighth-grader  in  Hranklin  I.akes,  N.J. 
"But  these  games  arc,  like,  a  lot  of  ftin 
and  you  don't  even  realize  it's  educa- 
tional until  ytni  look  back." 

The  company  rcally  got  its  start 
while  C\irlston  was  pracncing  law  in 
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Maine,  where  he  had  used  his  ample 
spare  time  to  dabble  in  software  writ- 
ing. "I'd  gotten  a  Radio  Shack  com- 
puter and  started  programming 
again,"  remembers  a  relaxed  Carl- 
ston,  kicking  off  his  loafers  and  fold- 
ing his  legs  in  his  small,  spartan  office 
in  Novato  in  California's  Marin 
County.  His  second  mastiff,  Benthi, 
dozes  nearby.  "I  had  three  publishers 
selling  this  really  simple  stuff  I'd  writ- 
ten." Simple,  but  it  was  generating 
more  income  than  the  law  office. 

Once  in  Oregon,  Carlston  and 
brother  Gar\'  formed  Broderbund  (a 
Scandinavian  composite  for  "broth- 


erhood") to  sell  Doug's  software  di- 
recdy  to  software  retailers.  At  the 
time,  the  line  consisted  primarily  of 
some  games.  Their  early  working  cap- 
ital— about  $7,000 — came  entirely 
from  family  members. 

Over  the  next  few  years  Broder- 
bund published  and  distributed  soft- 
ware programs  developed  in  concert 
with  freelance  programmers.  Then, 
around  1984,  Doug  and  Gar\'  noticed 
that  schools  were  buying  computers 
by  the  thousands.  But  there  was  little 
in  the  way  of  educational  software  to 
run  on  the  hardware.  The  Carlstons 
decided  to  supply  some.  Long  fasci- 


nated with  geography  and  trivia,  they 
worked  with  Broderbund's  develop- 
ers to  come  up  with  Carmen  San- 
diego.  (The  developers  have  since  left 
Broderbund  but  continue  to  receive 
small  residuals.) 

Introduced  in  1985,  Carmen  San- 
diego  was  destined  to  become  a  big 
hit.  "Most  kids'  entertainment  is  pas- 
sive, and  you  can  blame  that  on  televi- 
sion," says  Carlston,  who  has  a  6- 
year-old  daughter.  "Our  stuff  is  pred- 
icated on  their  willingness  to  switch 
back  to  being  initiators."  That's  a 
selling  point  not  many  parents  and 
teachers  can  resist. 

Computer  software  publishing 
does  not  require  huge  amounts  of 
capital,  especially  once  a  company  has 
a  few  successfiil  products  in  the  mar- 
ket. But  in  financial  matters  Carlston 
is  a  conser\'ative  fellow.  Between 
1982  and  1984  he  decided  to  raise  S3 
million  in  just-incase  capital  from 
outside  investors.  But  Broderbund's 
cash  flow  was  so  strong  he  never 
needed  to  tap  the  money. 

Last  year  some  of  the  investors 
wanted  to  cash  out,  so  in  November 
Carlston  agreed  to  take  Broderbund 
public.  The  investors  sold  what 
amounted  to  36%  of  Broderbund's 
9.1  million  o-t-c-traded  shares  to  the 
public  at  SI  1  a  share.  The  stock  price 
shot  up  over  30,  and  has  since  drifted 
back  down  to  around  26.  Carlston, 
who  has  sold  none  of  his  stock,  owns 
23%  of  the  firm,  worth  $54  million. 
Gary,  who  bowed  out  of  the  company 
three  years  ago,  owns  4%,  worth  SIO 
miUion.  Another  30%  is  owned  by 
insiders  as  well  as  some  of  the  original 
venture  capitalists. 

At  its  current  price,  Broderbund  is 
an  expensive  stock.  In  fiscal  1991 
(which  ended  Aug.  31)  the  company 
earned  S7  million,  or  75  cents  a  share, 
on  revenues  of  $56  million.  Harvey 
Bundy,  a  research  director  with  Chi- 
cago brokerage  William  Blair  &  Co., 
expects  earnings  will  climb  30%  this 
year,  to  95  cents  a  share.  And  that's 
with  conser\ative  accounting:  Bro- 
derbund expenses  almost  all  develop- 
ment costs  immediately. 

Overpriced  or  not  on  Wall  Street, 
there  is  no  disputing  Broderbund's 
popularity'  in  the  stores.  At  least  one  of 
the  six  variations  of  the  Carmen  San- 
diego  game  has  been  on  the  top  10 
bestseller  list  ever)'  week  for  the  past 
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six  years  at  Babbage's  Inc.,  the  big 
software  retail  chain.  Six  Broderbund 
games  were  on  Babbage's  top  30  list 
for  the  week  ending  Mar.  28.  "They 
don't  come  out  with  many  new  pro- 
grams," says  Babbage's  chairman, 
James  McCurry.  "But  virtually  ever)'- 
thing  they  come  out  with  is  a  success 
over  a  long  period  of  time." 

Carlston,  44,  is  now  developing 
programs  on  compact  discs  for  com- 
puter systems  with  cd-rom  attach- 
ments. Because  of  their  enormous 
storage  capacity,  CD-ROMs  give  pro- 
grammers a  chance  to  blend  text, 
graphics,  sound  and  video  into  a  sin- 
gle computer  game.  Broderbund's  re- 
cently released  Just  Grandma  and  Me, 
for  children  3  to  7,  is  a  good  example. 
Based  on  the  bestseliing  children's 
book  by  Mercer  Mayer  (about  an 
adorable  critter  and  his  grandmother 
on  the  way  to  a  beach  outing).  Just 
Grandma  and  Me  lets  children  inter- 
act with  every  aspect  of  the  story. 
Click  the  computer's  mouse  on  the 
tree,  and  a  bluebird  nose-dives,  com- 
plete with  airplane  sound  effects,  past 
a  startled  cow.  Or  click  on  a  flower 
and  a  bee  buzzes  menacingly  onto  the 
litde  critter's  cap. 

Carmen  Sandiego  was  recendy  re- 
leased on  CD-ROM.  It  is  also  available 
on  television:  Two  public  television 
stations — wgbh  in  Boston  and  wqed 
in  Pittsburgh — have  produced  a 
weekday  children's  quiz  show  called 
Where  in  the  World  is  Carmen  San- 
^f>^o?  Broderbund  receives  no  money 
for  the  show's  use  of  the  name  and 
characters,  but  1  million  children 
watch  the  show  on  the  Public  Broad- 
casting System  five  days  a  week.  This 
creates  tremendous  demand  for  Bro- 
derbund's games  and  creates  value  in 
the  company's  characters. 

Now  Hollywood  is  getting  inter- 
ested. Last  month  Batfilm  Produc- 
tions Inc.,  executive  producer  of  the 
1989  blockbuster  Batman^  bought 
the  rights  for  a  live-action  Carmen 
Sandiego  film. 

While  Broderbund's  Carmen  line  is 
currently  aimed  at  children  up  to  age 
14,  Carlston  thinks  he  can  develop 
successful  games  for  teenagers,  too. 
Whatever  he  comes  up  with,  he  ex- 
pects it  to  have  legs.  "I  don't  want  a 
product  that  goes  away  after  six 
weeks,"  says  Carlston.  "It's  too  hard 
to  make  money  on  that."  WM 
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Cracker  Barrel  Old  Country  Store's  Dan  Evins  says  of  his 
country-style,  down-home  restaurant-gift  shops: 
Everything  is  authentic  except  the  toilets. 

Nostalgia  sells 


By  Toddi  Gutner 

Dan  Evins,  of  Lebanon,  Term., 
couldn't  seem  to  get  away  from  his 
family.  In  1957,  after  three  years  in 
the  Marine  Corps,  he  worked  as  an 
aide  to  his  uncle,  Joseph  L.  Evins,  a  15- 
term  congressman  from  Tennessee. 

Two  years  later,  when  nepotism 
came  under  fire  on  Capitol  Hill,  Evins 
returned  to  Lebanon,  a  town  of 
15,800  just  east  of  Nashville.  There 
he  took  a  job  as  a  teller  in  his  brother's 
bank.  After  that  he  went  to  work  for 
Consolidated  Oil,  a  company  found- 
ed by  his  grandfather,  family  patriarch 
J.E.  Evins. 

Consolidated  Oil  was  a  successftil 
gasoline  distributor  with  a  small  chain 
of  Shell  gas  stations,  but  it  was  head- 
ing for  trouble.  Its  stations  were 
mosdy  situated  in  rural  Tennessee, 
and  by  the  late  1960s  the  interstate 
highway  system  was  pulling  most 
travelers  off  the  local  roads. 

Well,  if  times  were  changing,  Evins 
would  make  a  virtue  out  of  necessity. 
He  decided  to  build  a  gas  station  just 
off  the  interstate  with  a  restaurant  and 
gift  shop  attached.  To  hook  custom- 
ers, he  designed  the  restaurant  and 
shop  to  look  like  an  old-fashioned 
country  store,  with  wood-beamed 
ceilings,  potbellied  stoves,  well-worn 
furniture,  the  works.  "We  aimed  for 
authenticity,"  says  E\'ins  with  a  rare 
smile,  "but  without  the  outhouses." 

In  1969  Evins  borrowed  $40,000 
to  build  his  first  store — he  called  it 
Cracker  Barrel — on  a  piece  of  land 
that  he  owned  in  Lebanon.  The  res- 
taurant serxed  down -home  cuisine — 
biscuits,  grits,  country'  ham,  turnip 
greens  and  the  like — at  prices  families 
could  afford.  The  gift  shop  sold  toys, 
woodcrafts,  old-fashioned  candies 
and  prescr\cs. 

Evins'  first  Cracker  Barrel  uirned  a 
profit  in  the  first  month.  For  his  sec- 
ond   store     Evins     raised     another 


$100,000  by  selling  half  of  the  new 
enterprise  to  a  grOup  of  ten  local 
investors.  By  1978  Evins  was  running 
15  Cracker  Barrels,  all  of  them  profit- 
able. Which  was  more  than  could  be 
said  for  his  Shell  gas  stations.  So  he 
sold  off  the  family  gas  business  and 
concentrated  on  his  Cracker  Barrels. 
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Today  there  are  124  Cracker  Barrel 

ores  near  highway  exits  throughout 
tnc  Southeast.  In  its  fiscal  \  ear  ended 
Aug.  2,  Cracker  Barrel  Old  Coun- 
Store,  Inc.  earned  S23  million  (67 
cnts  a  share  <  on  revenues  of  S300 
nillion.  Cracker  Barrel's  shares, 
.\iiich  Exins  first  sold  to  the  public  in 
1981  at  a  split-adjusted  88  cents, 
recenth'  traded  at  34^,  gj^'ing  the 
company  a  market  \alue  of  over  SI 
Dillion.  At  these  prices  Cracker  Barrel 
IS  probably  a  company  to  manel  at 
and  learn  fix)m,  not  buy  into. 

E\Tns,  even  though  his  equit\-  has 
been  diluted  to  about  1%  c^thc  com- 
pany, still  owns  shares  worth  SI  1.5 
million. 

If  Cracker  BarrePs  stock  price  is 
high,  its  meal  prices  remain  tamih- 
reasonable.  The  average  lunch  tab 


comes  to  about  S5;  dinner  is  slighth.- 
under  S6.  Exins  still  strives  for  au- 
thenticit\ :  Pancakes  are  served  v%ith 
real  butter  and  maple  s\Tup;  catfish  is 
scr\ed  at  lunch  and  dinner.  '*We 
don't  skimp,  because  you  can  skimp 
yourself  out  of  business,"  sa\-s  Chief 
Financial  Officer  limmie  White. 

Like  most  entrepreneurs  running 
service -intensive  restaurants,  E\ins 
has  built  in  a  number  of  cash  incen- 
ti\"es  to  make  sure  all  employees  work 
toward  a  common  good.  Managers, 
for  example,  can  as  much  as  double 
their  base  pay  by  meeting  profitabilit>' 
hurdles.  And  each  quarter,  hourh' 
emplo\'ccs  can  take  job-specific  uiit- 
tcn  tests  co\ering,  among  other 
things,  company  polic>",  sanitation 
and  food  preparation;  dishwashers  are 
e\en  tested  on  stacking  and  putting 


a^'ay  dishes.  Each  time  an  employee 
moves  up  a  notch — there  arc  four 
separate  test  le\eb  to  clear — his  or  her 
w  ages  are  raised  and  medical  and  den- 
tal coverage  is  increased. 

These  incentixes  tend  to  improve 
the  overall  le\el  of  service  and  help 
hold  down  employee  turnover,  alu-a\-s 
a  problem  in  the  restaurant  business. 
The  turnover  rate  for  houriy  emplo\- 
ees  in  the  restaurant  industn  a\  erages 
300%.  Cracker  BarreKs  tumo\er  is 
half  that.  By  holding  turnover  to 
1 50%  among  its  12,000  houriy  work- 
ers. Cracker  Barrel  avoids  haxing  to 
hire  and  train  an  amazing  18,000 
employees  a  year. 

Slost  of  Cracker  Barrel's  27%-a- 
year  groxsth  has  come  firom  opening 
new  stores,  but  existing  store  sales  are 
also  growing,  up  7%  last  year  when  the 


Barrel  restaurant  industry-  uas  static.  By  the 

time  its  current  fiscal  year  ends  in  Juh% 
Cracker  Barrel  will  have  opened  21 
more  ncu-  stores.  And  uith  S44  mil- 
lion in  cash  fix>m  recent  stock  and 
debt  otferings,  E\ins  is  pushing 
Cracker  Ba-e  Cracker  Barrel  westw  ard  to  Wlscon- 

6o*  tJK««  good  sin,  Missouri  and  Michigan:  25  store 

jotos  ttwough  openings  are  planned  for  fiscal  1993. 

nepotisni.  Will   Cracker  Barrel's  countrified 

^^^H  menu  and  down -home  atmosphere 

sell  in  more  c\Tucal  parts  of  the  coun- 
try? Ste\en  RockweU,  a  restaurant  an- 
ah-st  with  Alex.  Brown  &  Sons,  re- 
mains bullish  on  the  stock  despite  its 
extraordinarily  high  current  valua- 
tion, because  he  thinks  the  appeal 
crosses  state  lines.  "The  concept," 
sa\-s  Rockw  ell,  "is  more  rural  than  it  is 
regional."  Nostalgia  sells.  ^M 
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While  other  data  processing  managers  protected 
their  empires,  George  Dalton  and  Leslie  Muma  built 
Fiserv  by  rendering  those  empires  unnecessary. 

*We  don't  bowl 
on  Satiurdays" 


By  Christopher  Palmeri 

The  complaint  is  always  the  same. 
"The  guy  that  runs  the  data  process- 
ing department  always  needs  six  more 
people,"  says  George  Dalton,  chair- 
man of  Milwaukee -based  Fiserv  Inc., 
a  $281  million  (revenues)  data  pro- 
cessor specializing  in  the  banking  in- 
dustry. "Then,"  says  Dal- 
ton, echoing  the  words  of 
frustrated  chief  executives, 
"he  still  can't  give  the  bank 
what  they  ask  for." 

Empire- building  is  what 
Dalton  calls  this  tendency 
for  data  processing  depart- 
ments to  plead  for  more 
and  more — and  more.  Dal- 
ton, 64,  knows  the  territory 
firsthand.  A  Northwestern 
University  dropout,  he  got 
early  experience  with  com- 
puters in  the  1950s  as  a 
punchcard  operator  at  Bell 
&  Howell.  By  1973  he  was 
running  the  data  process- 
ing department  at  Milwau- 
kee's Midland  National 
Bank.  At  the  bank  he  found 
that  ever  changing  govern-  ^^^H 
ment  regulations  and  an  ex- 
panding number  of  new  banking 
products  were  pushing  his  software 
costs  through  the  roof — and  forcing 
him  to  keep  asking  his  bosses  for 
more.  So  he  organized  a  meeting  with 
five  of  his  peers  from  banks  around 
the  country.  "I  told  them,  'Ix)ok,  we 
don't  compete,' "  Dalton  remem- 
bers. "  'So  why  don't  the  six  of  us  get 
together  and  share  development 
costs?'  " 

Only  one  person,  28-ycar-old  Les- 
lie Muma  of  Freedom  Savings  &  I  x>an 
in    Tampa,    listened.     Dalton    and 


Muma  began  swapping  software 
codes.  To  fiirther  spread  their  costs, 
each  began  to  aggressively  sohcit 
work  from  other  institutions.  Their 
pitch:  Economies  of  scale  would  cut 
data  processing  bills  by  as  much  as 
60%  and  make  it  unnecessary  to  keep 


Fiserv's  George  Dalton  and  Leslie  Muma 

Your  checking  account  may  be  in  their  hands. 


asking  the  boss  for  more  money. 

By  1984  Dalton  and  Muma  were 
processing  data  for  100  clients.  Com- 
bined revenues  topped  $22  million. 
The  pair  decided  to  strike  out  on  their 
own.  Fiscr\'  was  born. 

But  rather  than  start  from  scratch, 
they  won  backing  from  \enture  capi- 
tal firms  and  bought  the  tvvo  data 
processing  subsidiaries  of  their  em- 
ployers for  $21  million.  To  get  the 
deal  done,  the>'  gave  up  89%  of  the 
equin'  in  the  new  company.  Dalton 
says  he  has  no  regrets.  "Eleven  per- 


cent of  something  is  worth  more  thari 
1 00%  of  nothing,"  he  says.  ] 

Muma  focused  on  operations  while 
Dalton  went  looking  for  acquisitions. 
Since  1984  Fiserv  has  bought  up  30 
regional  processors,  typically  divi- 
sions of  banks  that  wanted  to  get  out 
of  the  business.  Today  it  handles  data 
processing  for  1,400  banks,  thrifts 
and  credit  unions. 

Dalton  explains  that  his  acquisition 
strategy  was  in  part  a  defense  against 
consohdation  in  banking.  The  more 
clients  it  had,  the  better  its  chances  of 
not  losing  customers  to  merger. 

Fiser\%  which  went  public  in  1986, 
has  made  the  bulk  of  its  acquisitions  with 
cash.  From  a  split-adjusted  price  of  8, 
Fiserv's  o-t-c-traded  shares  ha\'e  risen 
almost  steadily  to  a  recent  33.  Earnings 
last  year  hit  $18.3  million,  or  SI. 27  a 
share.  Merrill  Lxnch  anal\'st  Stephen 
McClellan  expects  20%  earnings  growth 
this  year,  to  $1 .53  a  share. 

Until  recentiy,  the  com- 
pany's main  customers 
were  midsize  thrifts  that 
connected  their  terminals 
via  modem  to  Fiserx-  main- 
frames. For  larger  custom- 
ers, Fiser\'  is  now  taking 
over  data  processing  de- 
partments, hiring  their 
staffs  and  operating  them 
on  site.  This  strategy-  was 
greatiy  expanded  last  year 
when  Dalton  paid  Citicorp 
$49  million  for  a  data  pro- 
cessing division  serving  400 
clients,  many  of  them  larger 
institutions  like  Commer- 
cial Federal  and  Pacific 
Western  Bank.  In  the  last 
12  months  Fiserv*  has 
signed  on  11  new  SI -bil- 
lion-plus clients.  In  Febru- 
ar\'  Fiserv  added  former 
FDic  chairman  William  Seidman  to  its 
board.  "An  image-building  coup," 
says  New  Orleans  based  bank  consul- 
tant Arthur  Gillis. 

What  with  its  cash-for-acquisitions 
policy,  Fiserv  has  twice  had  to  sell 
additional  shares,  reducing  the 
founders'  stakes  to  under  2%  each. 
Even  so,  each  is  worth  about  S8  mil- 
lion. But  they  still  work  as  hard  as  if 
thev  ow  ncd  the  v\  hole  kit  and  calxx)- 
dle.  "We  don't  Knvl  on  Saturday's," 
savs  Muma,  an  intense  former  mara- 
thon ninncr.  "Wc  come  to  work."  H 
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C  yj^^^^^  ^^^  never  been 
^^^     so  close  to  home. 


^r 


rom  the  moment  you  step  into  a  Hotel  Sofitel 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour. "  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  arc  away 
from  yours,  just  ask  your 
travel  agent  or  call 
l-800-SOFITEL. 


^!/^ 


Si/i^ 


Hotel  Sofitel 

NORTH      AMERICA  


CHICAGO     •     HOUSTON     •     LOS  ANGELES     •     MIAMI     •     MINNEAPOLIS     •     SAN  FRANC/SCO  BAY     •     WASH/NGTON  DC.  (PL'LLMAN) 
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The  stock  market  seems  expensive, 
but  Mason  Hawkins  still  finds  bargains. 

Masters 

of  deplo)/inent 


By  Tatiana  Pouschine 

Mason  Hawkins  runs  Memphis- 
based  Southeastern  Asset  Manage- 
ment and  runs  it  well.  From  1980 
through  1991  Southeastern  delivered 
a  20%  compounded  annual  return, 
compared  with  a  bit  under  17%  for  the 
S&P  500. 

While  a  lot  of  equity  managers  are 
turning  cautious,  Hawkins  is  buying. 
He  says  he  is  still  able  to  find  cheap 
stocks,  equities  that  trade  at  roughly 
half  their  "intrinsic  value."  He  calcu- 
lates that  by  the  probable  price  of  the 
company  if  it  were  liquidated;  the 
present  value  of  the  company's  stream 
of  free  cash  flow  (cash  flow  from 
operations  after  necessary  capital  ex- 
penditures and  taxes);  and  recent  sales 
of  similar  businesses. 

Hawkins  currendy  leans  toward 
companies  with  large  amortization 
expenses.  He  feels  that  such  compa- 
nies are  earning  more  than  they  are 
permitted  to  report,  since  amortiza- 
tion is  just  a  bookkeeping  entry  in- 
volving no  disbursement  of  cash. 

Hawkins'  interest  in  amortization 
paid  oft'in  the  case  of  Ecolab,  a  maker 
of  cleaning  systems.  In  March  Ecolab 
announced  it  was  divesting  its  Chem- 
Lawn  unit,  which  would  result  in  a 
writeoff  of  a  large  portion  of  its  good- 
will. This  meant  that,  while  book 
value  would  drop,  earnings  would 
rise,  since  there  wouldn't  be  as  much 
goodwill  to  amortize.  The  stock 
jumped  7  points  on  the  news.  Haw- 
kins' funds  owned  12%  of  the  shares. 

American  Stores,  Cx)ca  C/ola  En- 
terprises, Alexander  &  Alexander  and 
Knight- Riddcr  arc  other  companies 
with  high  amortization  expenses. 

Hawkins  also  pays  attention  to 
what  he  calls  management's  skill  at 
allocating  capital.   Cicncrai  C'inema, 


Southeastern  Asset's  Mason  Hawkins 
He's  still  looking  at  breakup  values. 


he  says,  is  particularly  good  at  this.  In 
1989  Chairman  Richard  Smith  sold 
General  Cinema's  Pepsi  botder  busi- 
ness to  PepsiCo  for  roughly  $1.8 
billion,  booking  a  $1.2  billion  gain. 
That  price  translates  into  a  multiple  of 
14  times  the  bottler's  operating  cash 
flow,  the  highest  price  ever  paid  for  a 
soft  drink  bottler,  says  Hawkins. 

Smith  is  just  as  nimble  on  the  buy 
side  in  deploying  capital.  To  replace 
the  Pepsi  business.  General  Cinema 
acquired  ailing  publisher  Harcourt 
Brace  Jovanovich  last  November  for 
$1.5  billion,  including  the  purchase 
of  $1 . 1  billion  in  Harcourt  debt.  Har- 
court will  throw  oft" $170  million  of 
pretax   free  cash   flow  by  \ car-end. 


That's  around  a  10.5%  yield,  as  com- 
pared with  the  roughly  6%  General 
Cinema  was  earning  on  the  proceeds 
from  the  sale  of  the  soft  drink  bottler. 

In  addition,  Hawkins  thinks  that 
General  Cinema  got  a  bargain  in  Har- 
court, which,  he  thinks,  is  worth  $2 
billion — a  third  more  than  General 
Cinema  paid,  whereas  the  Pepsi  unit 
sold  was  fiilly  valued.  Here's  how 
Hawkins  arrives  at  that  figure.  At 
current  market  prices  of  11  to  12 
times  the  $170  million  stream  of  cash 
flow  projected  by  Hawkins,  Harcourt 
would  be  worth  between  $1 .9  billion 
and  $2  billion.  Moreover,  that  cash 
flow  will  soon  grow. 

General  Cinema  also  o\vns  a  major- 
ity stake  in  the  publicly  traded  Nei- 
man  Marcus  Group,  a  spinoff  from 
the  now  bankrupt  Carter  Hawley 
Hale.  General  Cinema  paid  about 
$500  million  for  its  original  stake.  On 
the  basis  of  prices  fetched  in  the  sale  of 
comparable  businesses,  Hawkins 
thinks  the  Neiman  Marcus  stores 
alone  should  sell  for  three-quarters  of 
their  $1.2  billion  in  revenues.  He 
estimates  General  Cinema's  share  in 
the  group  is  worth  $680  million,  in- 
cluding preferred  stock.  Over  the  last 
three  years  most  of  the  stores  have 
been  refurbished,  at  a  cost  of  more 
than  $300  million.  Capital  spending 
will  go  way  down  next  year  and  sales 
should  improve. 

As  its  name  implies.  General  Cine- 
ma also  operates  mo\ie  screens — 
1,466  at  298  locations.  Hawkins  as- 
signed each  screen  a  value  of 
$150,000.  He  has  noted  manv  sales  of 
screens  at  $250,000  to  $300,000 
apiece.  At  $  1 50,000  a  screen.  General 
Cinema's  properties  \\  ould  be  worth 
about  $220  million.  Adding  all  these 
numbers,  Hawkins  comes  to  a  value 
on  General  Cinema  of  $2.8  billion. 
That  works  out  to  $35  a  share  on  the 
79  million  shares;  it  trades  at  22^4. 

General  Cinema  is  the  kind  of  stock 
Hawkins  cherishes:  lots  of  free  cash 
flow  and  selling  for  less  than  breakup 
value.  Are  there  more  such? 

Hawkins  thinks  Whitman  Corp.  is 
still  under\alucd.  Uliitman  manage- 
ment demonstrated  its  selling  abilin." 
It  recently  spun  oflits  frxxi  business  as 
Pet,  Inc.  Before  the  spini^t^".  Whitman 
was  trading  at  18  a  share.  Investors 
now  ha\  c  a  WTiitman  share  trading  at 
1 4^4  and  a  Pet  share  at  20'^,  for  a  total 
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For  nearly  a  century  and  a  half,  the  Shield  has  been  poised 

not  to  do  battle  but  to  defend. 
Protecting  business  and  home,  property  and  p>ossessions. 
A  worldwide  symbol  of  an  organization  with  a  rich  history 

as  legacy  And  a  bright  future  as  promise. 
Strong.  Stable.  Steadfast. 
Royal  Insurance.  Your  shield  against  the  unexpected. 


Royal  Insurance 


Your  Shield  against 

THE  U 


THE  MONEY  MEN 


Hawkins'  picks 

Company/business 


Alexander  &  Alexander/insurance 
American  Stores/retailing 
Coca-Cola  Enterprises/bottling 

General  Cinema/conglomerate 
Knight-Ridder/publishing 
Whitman  Corp/conglomerate 


i 


Recent 
price 


Earnings 

per  share 

1992E 


Amortization 
per  share 


Free 

cash  flow 

per  share 

1992E 


Price/ 

earnings 

1992E 


Price/ 

Intrinsic 

cash  flow 

value 

1992E 

per  share 

20Va 

$1.09 

$0.42 

$2.30a 

19 

9 

$35  to  40 

ZlVz 

3.09b 

1.07 

4.60 

11 

7 

65  to  70 

12% 

0.19 

0.95 

1.60c 

67 

8 

25  to  30 

10 

,]seea 


22y4 
58y8 

14% 


0.99d 

2.97 

0.93 


0.32 
0.70 
0.17 


1.60 

5.45e 

1.20 


22 

20 
16 


14 
11 
12 


a:  Includes50centsofexcessdepreciationoverrequiredcapitalexpenditures.    b:  Based  on  January  1993  fiscal  year,    c:  Includes  45  cents  of  recurring  deferred  taxes. 
1992  fiscal  year,    e:  Includes  23  cents  of  recurring  deferred  taxes  and  excess  depreciation  over  required  capital  expenditures  of  $1.25.    E:  Estimate. 
Sources:  Southeastern  Asset  Management  and  Institutional  Brokers  Estimate  System. 


35 
90  to  100 
23  to  25 

d:  Based  on  October 


)| 


of  $35.  Whitman  now  owns  tJiree 
businesses,  one  of  which  is  Pepsi-Cola 
General  Bottlers.  At  ten  times  1992's 
cash  flow,  the  bottler  is  potentially 
worth  $2.2  billion;  Whitman's  80% 
stake  would  be  worth  $1.7  billion. 

Whitman  also  owns  Midas  Interna- 
tional, which  makes  and  services  muf- 
flers and  exhaust  systems.  At  1 1  times 
this  year's  estimated  pretax  free  cash 
flow  of  $85  million,  Midas  is  worth 
$935  million.  Then  there  is  Whit- 
man's Hussmann  Corp.,  a  producer 
of  refrigeration  equipment.  Hawkins 


projects  that  Hussmann  will  generate 
$72  million  this  year.  He  capitalizes 
Hussmann  at  eight  to  nine  times  this 
year's  cash  flow,  or  $600  million. 

Whitman  also  owns  some  real  es- 
tate, which  Hawkins  values  at  $150 
million.  And  there's  a  wild  card.  Whit- 
man has  spent  roughly  $40  million  to 
acquire  20%  of  Northfield  Laborato- 
ries, which  has  been  developing  a 
substitute  for  human  blood.  "It's  ei- 
ther going  to  be  zero  or  big  bucks," 
says  Hawkins.  If  zero,  the  loss  for 
Whitman  would  not  be  significant. 


Hawkins'  estimate  of  Whitman's 
breakup  value:  Subtracting  net  debt 
of  $900  million,  its  businesses  are 
worth  $2.5  billion.  On  107  million 
shares,  that's  a  value  of  $23.  Mean- 
while the  stock  trades  at  14%. 

Using  such  measurements.  South- 
eastern has  pulled  in  assets  of  over 
$2.5  billion  under  management. 
Hawkins  isn't  actively  looking  for 
new  clients,  but  smaller  investors  can 
buy  into  the  Southeastern  Asset  Man- 
agement Value  Trust,  a  no-load  mu- 
tual ftind  started  in  1987.  ^ 


^A  Discovery  That  Beats  - 

the  S&P500! 
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Strong      Standard 
Discovery    &  Poor's 
Fund  500 


Discover  a  winner... Up  67.6%  in  1991 ! 

As  of  December  31,  199 1 ,  the  Strong  Discovery  Fund  was  up 

67.6%  for  the  year.  The  Standard  &  Poor's  500  was  up  30.5%  for 
the  same  period.*  For  a  proven,  successful  investment  in  common 
stocks,  make  a  Strong  Discovery. 


CALL  1800368-1030 

24  hours,  toll-free. 


Strong  Discovery  Fund  p.o.box  2920,  Milwaukee.  \vt  53201  ^^ 

+25.3  %  and +64.2%  wcR'  ihc  Fund's  average  annual  total  returns  since  inception  on  12/31/87  and  tor  the  1-year  periixl  ended 
12/31/41,  respectively.  The  year-to  date  reti'-n  of  67.6*''*  includes  changes  in  shiirc  price  and  reinvestment  of  all  dividends  and  capital  gains 
distributions  but  does  not  include  the  effects  of  the  2%  sales  charge.  .Ml  returns  are  historical.  Returns  and  pnncip;jl  will  Nary,  and  >ou  ma\ 
have  a  gain  or  loss  when  you  sell  shares.  The  Standard  «&  Poor's  is  an  unmanaged  indev  oi  5(H)  leading  stivks  The  index  nicludes  changes  ui 
prices  of  the  stocks  ui  the  index  atid  reinvestment  of  dividends.  For  more  complete  infomiation,  including  ch;u'ges  and  expenses,  call  or  wnte  for 
a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money.  Strong/Comeliuson  Capital  Managenient.  Inc..  distributor. 
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II  professors  with  six-figure  salaries  are  not 
uncommon.  What  is  uncommon  is  for  a  freshman 
to  see  and  talk  with  a  full  professor. 


Beggars 
in  tuxedos 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  institution 

in  Stanford,  Calif. 


If  beggars  appeared  on  the  street  in 
tuxedos,  they  would  probably  have  a 
'  harder  time  attracting  donations.  Yet 
'colleges  and  universities  are  perpetu- 
ally soliciting  donations  while  engag- 
ing in  extravagances. 

Embarrassing  revelations  about  the 
f>erks  and  frills  charged  to  the  federal 
government  by  Stanford  University 
captured  media  attention  last  year, 
but  all  sorts  of  other  academic  institu- 
tions across  the  countn.'  have  used  the 
taxpayers'  money  to  pay  for  every- 
thing from  countA'  club  member- 
ships (Cal  Tech)  to  opera  tickets  and 
junkets  (Universit)'  of  Pittsburgh). 

These  indi\idually  eye-catching  ex- 
cesses are  overshadowed  by  more 
mundane  self-indulgences  which  ap- 
ply across  a  broader  field.  A  professor 
who  spends  five  hours  a  week  in  class 
is  teaching  "full  time"  at  most  univer- 
sities, though  of  course  he  does  not 
maintain  this  back-breaking  pace  all 
year  long,  much  less  all  years. 

Faculty'  ranks  top-hea\y  with  full 
professors  are  another  common  aca- 
demic self-indulgence.  More  than 
half  of  ail  faculty'  members  are 
full  professors  at  the  University'  of 
Montana,    Amherst    College,    Yale, 


Har\ard  and  Stanford. 

Full  professors  with  salaries  in  six 
figures  are  not  uncommon  in  many 
institutions.  What  is  uncommon  is  for 
a  college  freshman  to  see  and  talk  with 
a  ftill  professor  in  the  classroom,  even 
in  institutions  charging  upwards  of 
S2 0,000  a  year. 

Proliferating  administrative  em- 
pires are  another  widespread  academ- 
ic extravagance,  and  nowhere  more  so 
than  in  college  admissions  offices. 
Right  after  World  War  II,  the  Harvard 
admissions  office  consisted  of  one 
administrator  with  a  part-time  assis- 
tant. Today  the  cost  of  Har\'ard's 
admissions  office  runs  into  hundreds 
of  thousands  of  dollars. 

No  e\idence  is  either  asked  or  given 
to  show  that  the  quality'  of  students 
admitted  to  Harvard  has  improved  as 
a  result  of  a  burgeoning  bureaucraq.' 
in  the  admissions  office.  On  the  con- 
trary, the  faculty  at  Harvard  and  MIT 
have  both  complained  publicly  in  re- 
cent years  that  the  students  admitted 
don't  measure  up  academically  to 
those  admitted  in  earlier  times. 

Admissions  offices  are  a  classic  ex- 
ample of  self-justif\ing  bus\Avork, 
with  absolutely  no  empirical  test  of 
w  hether  it  does  any  good.  It  would  be 
the  easiest  thing  in  the  world  to  have 
half  of  a  college's  entering  class  cho- 
sen by  a  computer  scanning  test  scores 
and  high  school  grade -point  averages, 
and  the  other  half  chosen  by  the 
"complex"  pop  psychologx-  and  tea- 
leaf  reading  of  the  admissions  staff".  By 
following  the  subsequent  perfor- 
mances of  the  students  chosen  in 
these  vers-  different  ways,  a  college 
could  readily  find  out  if  all  the  money 
it  is  spending  on  admissions  office 
bureaucrats  is  really  producing  any 
net  benefit. 


No  such  experiment  is  likely  to  be 
tried,  even  in  institutions  making 
painful  cutbacks  under  budgetarv' 
pressures.  Muscle  is  often  cut  w  hile  fat 
remains  sacrosanct. 

Nor  is  the  mania  for  academic  re- 
search likely  to  be  reexamined,  no 
matter  how  many  courses  are  ebmi- 
nated  during  economy  drives.  Much 
of  this  research  is  recognized  as  tri\ial 
buswork  by  academics  themselves, 
but  it  fills  up  space  on  a  resume  and  is 
often  far  more  important  to  a  profes- 
sor's career  advancement  than  wheth- 
er or  not  he  is  an  effective  teacher  in 
the  classroom. 

What  makes  research  cosdy  is  not 
simply  the  money  spent  direcdy  on 
computers,  libraries,  research  assis- 
tants and  the  like.  A  huge  hidden  cost 
of  research  is  carried  on  the  books  as  a 
teaching  cost — the  hiring  of  addition- 
al faculty'  made  necessar\'  by  the  re- 
duction of  teaching  loads  to  promote 
more  research.  Orchestrated  hysteria 
about  an  impending  "facult>'  short- 
age" is  farcical  against  a  background 
of  today's  light  teaching  schedules. 

.\lthough  more  money  is  the  aca- 
demic world's  answer  to  all  problems, 
nothing  would  so  improve  American 
higher  education  as  a  drastic  cutback 
in  research  fiands.  Not  only  would 
many  professors  return  to  the  class- 
room, some  of  the  more  arrogant 
research  stars  might  even  be  forced  to 
pay  some  attention  to  students,  now 
that  they  no  longer  brought  into  the 
university  the  large  research  grants 
which  have  made  them  a  law  unto 
themselves. 

As  things  stand  today,  the  college 
curriculum  is  shaped  by  the  interests 
of  its  faculn.',  not  by  the  need  of  its 
students  for  a  solid  intellectual  foun- 
dation. Thus  courses  in  feminism  may 
be  given  in  a  philosophy  department 
that  lacks  a  course  in  logic,  or  a  course 
in  the  history  of  minorities  in  the 
movies  may  be  given  in  a  history 
department  that  doesn't  teach  the 
history  of  France  or  Germany. 

What  enables  colleges  and  universi- 
ties to  continue  such  self-indulgences 
is  the  uncritical  attitude  of  those  who 
support  it,  especially  the  alumni,  the 
trustees  and  various  individual  and 
institutional  donor?.  As  long  as  they 
continue  to  listen  trustingly  to  the 
academic  smoothies,  things  will  con- 
tinue as  they  are  on  campus.  ^M 
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Carlo  De  Benedetti  was  a  hero  in  Italy.  Today  his  Olivetti 
company  has  fallen  on  hard  times  and  he's  in  trouble 
with  the  law.  Don't  count  this  tough  man  out. 

Fallen  hero 


By  Paul  Klebnikov 

Carlo  De  Benedetti,  the  flamboy- 
ant 57-year-old  Italian  financier,  has 
been  in  tight  spots  all  his  life.  When  he 
was  a  child  of  9  in  the  last  years  of 
World  War  II,  he  and  his  pardy  Jewish 
family  eluded  German  patrols  as  they 
fled  on  foot  through  the  mountains 
from  their  home  in  German-occupied 
Turin  to  neutral  Suitzerland.  Two  of 
De  Benedetti's  cousins  were  shot 
dead  by  German  border  guards  as 
they  crossed  the  border  barriers  just 
minutes  behind.  The  young  boy  saw  it 
all.  "I  still  remember  it  very  vividly," 
he  says. 

By  comparison  with  that  childhood 
experience,  De  Benedetti's  recent 
business  tribulations  must  seem  al- 
most mild.  He  is  finding  his  feet  after  a 
head-spinning  four-year  slide.  Most 
of  his  European  holding  companies 
have  lost  at  least  half  of  their  market 
value  in  the  past  few  years.  The  flag- 
ship company  of  De  Benedetti's  $7 
billion  empire,  computer  maker  Ing. 
C.  Olivetti  &  C,  SpA,  expects  to 
announce  a  1991  loss  of  about  $250 
million,  on  sales  of  $7.5  billion — the 
first  loss  in  13  years.  Olivetti's  stock 
on  the  Milan  stock  exchange  has  fall- 
en from  $16  in  July  1986  recendy  to 
around  $2 — halfof  book  value. 

On  top  of  all  that,  Italy's  state 
prosecutor  wants  to  put  him  in  jail  for 
his  role  in  the  Banco  Ambrosiano 
aft'air. 

But  don't  write  Carlo  De  Benedetti 
oft'.  "He  is  a  ven,'  determined  man 
with  a  good  imagination,"  observes 
Furio  Colombo,  chairman  of  Fiat 
U.S.A.  "He  has  always  been  ahead  of 
his  times."  In  the  U.S.  last  month,  De 
Benedetti  told  Forbes  how  he  hopes 
to  deal  with  his  business  problems  and 
gave  his  side  of  his  dispute  with  the 
state  prosecutor. 

Known  as  ritiijf/juttr — the  Hngi- 
ncer — in  the  Italian  media,  De  Bene- 


detti returned  to  his  old  post  as  man- 
aging director  of  Olivetti  last  Novem- 
ber, replacing  Vittorio  Cassoni,  who 
has  recentiy  signed  on  with  Xerox. 
After  six  years  of  delegating  manage- 
ment responsibility,  De  Benedetti 
says,  "I  enjoy  being  in  the  firing  line." 

Olivetti  depends  on  numerous 
technology- sharing  agreements  with 
Japanese  and  American  companies, 
but  De  Benedetti  has  decided  not  to 
look  to  a  strong  partner  for  help  in  the 
computer  wars.  Olivetti's  finitfiil  alli- 
ance with  AT&T  ended  in  1989,  and 
talks  with  IBM  went  nowhere.  Indica- 
tions are  the  alliance  initiative  floun- 
dered on  Vlnge^nere's  determination 
to  keep  Ohvetti  independent  and  an 
Italian  company.  "It  is  crucial  to  keep 
the  independence  of  Olivetti,"  he 
says.  "That  is  something  I  am  very, 
very  proud  of" 

So  De  Benedetti  has  been  cutting 
Olivetti's  costs.  He  has  closed  fac- 
tories in  Italy,  Germany  and  Spain, 
moved  as  much  production  as  possi- 
ble to  Southeast  Asia  and  Latin  Amer- 
ica. The  pa\Toll  will  have  shrunk  20% 
over  two  years. 

The  future  of  Olivetti,  argues  De 
Benedetti,  depends  upon  transform- 
ing it  into  a  software  and  services 
outfit.  Last  year  services  and  software 
accounted  for  about  35%  of  revenues 
and  were  the  most  profitable  of  the 
company's  operations. 

Last  fall  De  Benedetti  tried  to  pur- 
chase from  the  Italian  government 
the  $1  billion  (sales)  soft^vare  maker 
Finsiel,  SpA.  But  the  government  re- 
jected his  takeover  oft'er  out  of  hand. 
"The  only  conclusion  that  I  can  draw 
is  that  there  is  no  willingness  for 
privatization  in  our  countn,"  com- 
plains De  Benedetti. 

Olivetti  has  several  things  in  its 
favor,  among  them  a  strong  balance 
sheet,  with  $4  ?  billion  in  cash  and  a 


Olivetti  Chairman 
Carlo  De  Benedetti 
"I  am  nonnally  a 
person  who  is  not 
satisfied  with 
himself."  From  a 
corporate  suc- 
cess to  a  stock 
market  flop  and 
back  to  nuts  and 
bolts. 


relatively  Ught  debt  load,  just  $500 
million  ( net  of  the  cash ),  about  1 0%  of 
capitalization.  Olivetti  also  claims  to 
be  the  largest  ser\ice  organization  in 
Europe  after  IBM. 

But  probably  Olivetti's  best  asset  is 
rinjjetfncre  himself,  who  understands 
that  the  name  of  the  game  in  business 
is  change.  "WTien  I  look  back  and 
think  of  the  sales  mix  when  I  joined 
the  company — 85%  t>pewriters! — 
and  I  think  that  today  rvpewriters  arc 
8%  of  sales,  I  think  we  ha\ e  had  a 
fantastic  evolution  in  the  p>ast  ten 
vears,"  says  De  Benedetti.  ".\nd 
that's  what  we  arc  looking  for  in  the 
next  ten." 

WTiat  about  his  troubles  with  the 
Italian  government.-  The  collapse  of 
Banco  Ambrosiano  in  1982  was  Ita- 
ly's largest  postwar  banking  failure 
and  a  major  political  scandal.  Ambro- 
siano had  been  closcK  linked  to  the 
\'atican  and  the  jxnverful  Vl  Masonic 
Kxlge,  w  hich  reached  into  the  highest 
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spheres  of  government.  \\'hen  the 
scandal  broke,  Roberto  Cal^^,  the 
bank's  chairman,  nicknamed  "God's 
Banker,"  was  found  hanging  under 
Biackfriars  Bridge  in  London. 

Dc  Benedetti  had  gotten  em- 
broiled in  the  affair  when  he  bought  a 
2%  stake  and  became  the  bank's  depu- 
ty- chairman  in  1981;  tNvo  months 
later  he  sold  his  stake  and  resigned. 
The  prosecution  has  variously 
claimed  that  De  Benedetti  extoned  a 
good  price  for  his  stake  by  threatening 
to  disclose  the  bank's  problems  and 
that  he  w  as  responsible  for  the  bank's 
bankruptcy-. 

De  Benedetti  claims  that  he's  just 
the  \ictim  of  bureaucratic  in -fighting. 
"It's  a  fight  bcrv\een  different  depart- 
ments of  the  Milan  justice  coun,  and  I 
am  in  between,"  he  fumes.  "It's  a 
fight  between  two  prosecutors  who 
say  I  had  nothing  to  do  ^^^th  [  Ambro- 
siano's  failure]  and  another  prosecu- 
tor who  hates  the  other  two."  The 


judges  investigating  the  case  are  ex- 
p>ected  to  make  a  decision  v^ithin  the 
next  several  weeks. 

However  difficult  his  present,  De 
Benedetti's  career  to  date  has  been 
brilliant.  Under  his  direction  Olivetti 
was  an  early  maker  of  personal  com- 
puters. He  was  one  of  the  first  to 
realize  the  potential  of  the  dormant 
stock  markets  in  Italy  and  France.  He 
\*as  one  of  the  first  Italian  business- 
men to  look  abroad,  tapping  foreign 
banks  for  investments  and  buying  up 
foreign  companies. 

In  1959,  after  his  father  forced  him 
to  take  a  degree  in  engineering,  Dc 
Benedetti  began  \\orking  in  his  fa- 
ther's company,  a  Turin  auto  parts 
maker  empIoNing  50  workers.  In 
1964  he  began  to  manage  the  compa- 
ny. By  purchasing  other  auto  parts 
makers  and  developing  a  close  rela- 
tionship uith  Italian  auto  giant  Fiat, 
Dc  Benedetti  relentkssh'  expanded 
the  business  until  it  emplo\'cd  1 ,500 


workers  in  the  carh  1970s. 

Then,  in  1976,  came  E>e  Benedet- 
ti's big  break.  An  old  school  friend, 
Umbcrto  Agnelli,  younger  brother  of 
auto  magnate  Gio\anni  Agnelli, 
sponsored  De  Benedetti  for  the  p»ost 
of  chief  executive  of  Fiat,  the  troubled 
Italian  automaker.  The  then  41 -year- 
old  De  Benedetti  sold  the  famih'  busi- 
ness to  Fiat  and  in  return  recciN  ed  a  6% 
stake  in  the  automaker,  second  ooh' 
to  the  Agnellis"  35%  stake. 

But  v^ithin  three  months  of  his 
promotion,  Dc  Benedetti  left  Fiat.  Dc 
Benedetti  doesn't  %»-ant  to  discuss  the 
e\ent,  sa\ing  only  that  he  proposed  a 
restructuring  that  was  too  radical  for 
the  Agnellis.  A  personal  ftiend  sug- 
gests, howexer,  that  De  Benedetti  was 
too  ambitious  for  the  Agnellis'  taste  in 
what  v^as,  after  all,  a  famih'  business — 
much  as  Lee  lacocca  ^^as  bounced 
fix)m  Ford  because  of  personal  dashes 
with  Henrv-  Ford.  "WTien  he  entered 
Fiat,  he  had  quite  a  plan,"  sa\-s  the 
fiiend,  who  asks  to  remain  anony- 
mous. "He  thought  that  he  would 
become  a  co-owner  as  important  as  an 
Agnelli.  \Mien  Giox^anni  Agnelli 
kicked  him  out  as  if  he  uv'as  a  nonenti- 
t\",  it  wounded  him  deeph'.  I  think  the 
purpose  of  his  whole  later  career  has 
been  to  prove  that  he  is  bcner  than 
the  Agnellis." 

De  Benedetti  socm  got  his  chance 
to  go  the  Agnellis  one  better.  With 
the  S40  million  he  got  from  cashing  in 
his  Fiat  shares  he  began  to  accumulate 
an  industrial  empire  erf"  his  own.  In 
1977  he  bought  Sasib,  a  producer  of 
industrial  machincrv  with  about  S20 
million  in  sales;  today  Sasib  has  grown 
to  S600  million  in  sales.  A  year  after 
the  Sasib  purchase,  in  1978,  came  an 
e\"en  bigger  opportiinit\%  when  Bru- 
no Msentini,  former  minister  of  fi- 
nance and  chairman  of  Olixetti, 
ta;^>ed  Dc  Benedetti  to  become  chief 
executive  of  the  struggling  t\pewriter 
company. 

"Nobody  wanted  Oli\-ctti  then," 
remembers  Dc  Benedetti.  "It  had 
S 1 .5  billion  in  sales  and  S 1 .5  billion  in 
debt  and  w  as  practically  bankrupt,  but 
I  decided  to  take  up  the  challenge." 
He  put  down  about  520  milUon  for  a 
1 5%  stake  and  got  to  w  ork  turning  the 
comp»any  around.  About  85%  of  Oli- 
vetti's sales  came  from  t>pcwriters, 
calculators  and  office  fiimitiire,  all 
obsolete  or  nearlx  sti.  Dc  Benedetti 
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cut  back  on  the  old  mechanical  prod- 
ucts and  moved  Olivetti  into  comput- 
ers. He  also  replaced  top  manage- 
ment. "He  fired  the  generals  and 
moved  up  the  colonels,"  remembers 
Bruno  Lamborghini,  Olivetti's  direc- 
tor of  strategic  planning.  Olivetti's 
first  personal  computer  appeared  ear- 
ly, in  1982. 

Sales  increased  ft"om  about  $2  bil- 
lion in  1978  to  $5  billion  in  1986.  De 
Benedetti  became  a  hero  to  the  Italian 
press  and  public. 

Eager  for  more  accomplishments, 
in  1985  he  handed  over  Olivetti's 
management  control  to  his  subordi- 
nates and  decided  to  tap  the  equity 
markets  in  Paris  and  Milan  for  a  string 
of  large  acquisitions. 

First  he  bought  a  controlling  stake 
in  the  floundering  foodmaker  Bui- 
toni,  turned  it  around  and  sold  it  to 
Swiss  food  giant  Nesde  for  SI. 5  bil- 
lion. In  1986  De  Benedetti  put  down 
$85  million  for  a  stake  in  French 
fashion  designer  Yves  Saint  Laurent 
and  $400  million  for  control  of  auto 
parts  maker  Valeo.  But  then  the  De 
Benedetti  touch  turned  cold. 

In  1988  he  attempted  a  $2  billion 
takeover  of  Societe  Generale  de  Bel- 
gique,  a  holding  company  that  owned 
a  major  portion  of  Belgian  industry. 
De  Benedetti  admits  he  lost  $500 
million  in  the  process. 

The  same  year,  De  Benedetti  tried 
to  grab  the  Mondadori  publishing 
group,  but  here  he  was  blocked  by 
media  mogul  Silvio  Berlusconi.  .After 
a  costly  bidding  war,  De  Benedetti 
came  away  only  with  the  magazine 
L'Espresso^  the  newspaper  La  Rcpub- 
blica  and  several  other  publications, 
but  he  overpaid.  With  the  stocks  of  his 
companies  dropping,  De  Benedetti 
had  to  sell  $1.2  billion  of  assets  to  stay 
liquid. 

Will  he  make  a  comeback?  Luca 
Ciarrocca,  business  correspondent  of 
the  Milan -based  daily  //  GiorttaU, 
savs:  "Before,  he  was  the  newcomer, 
the  got>d  guy  trying  to  fight  the  estab- 
lishment with  an  American  style  of 
doing  business.  But  now  most  people 
think  that  he  has  no  real  commitment 
to  manufacturing,  that  he's  a  financier 
building  a  house  of  cards." 

Back  at  Olivetti,  De  Benedetti  is 
determined  to  prove  that  the  fickle 
Italian  media  and  public  were  right 
the  first  time.  WM 
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There's  more  to  Portugal  these  days  than  wine,  cobblestone  streets  and 
donkeys  as  one  of  Western  Europe's  poorest  nations  achieves 
one  of  the  area's  fastest  economic  growth  rates. 

Welcome  to  the 


20th  centuiy 


By  Richard  C.  Morals 

Amidst  its  ancient  edifices  and  cob- 
blestone streets,  Lisbon  has  a  boom- 
town  feel:  A  flashy  entrepreneur  guns 
his  red  Ferrari  up  narrow  streets,  to  an 
office  sandwiched  between  cracked, 
laundry-laden  tenements. 

Since  1986  Portugal's  gdp  has 
grown  at  an  average  annual  rate  of 
4.3%,  very  near  the  top  of  the  entire 
Organization  for  Economic  Cooper- 
ation &  Development  (oecd)  list.  Its 
4%  unemployment  rate  is  the  lowest 
in  the   European   Community,   bar 


Luxembourg.  "A  lot  of  wealth  is  be- 
ing created  [in  Portugal]  where  there 
was  none  in  the  past,"  says  G.  Irwin 
Gordon,  area  president  for  PepsiCo 
Foods  International. 

Portugal  has  come  fiill  turn  in  a 
relatively  few  years,  fi-om  economic 
basket  case  to  economic  miracle.  In 
1974  a  military  exhausted  by  colonial 
wars  ended  42  years  of  dictatorship  in 
a  bloodless  coup.  What  followed — in 
economic  terms — was  far  worse.  The 
next  year  the  communists  were  a  hair 


fi*om  taking  control,  and  every  indus- 
try that  a  revolving  door  of  hard-left 
coalition  governments  could  get  its 
hands  on — fi-om  banks  to  cement  fac- 
tories— was  nationalized.  The  Portu- 
guese economy  gave  off  an  odor  re- 
sembling dried  cod. 

Joao  Dotti,  managing  director  of 
Fisipe,  S.A.,  a  maker  of  synthetic  tex- 
tiles, recalls  the  "Red  Summer"  of 
1975,  when  he  was  building  his  plant. 
Construction  workers  walked  off  the 
site,  interrupting  the  continuous  ce- 


Bustling  downtown  Oporto; 
olive  groves  in  the  Alentejo 
Porhigars  p«rfonnanc«  It 
putting  6«niMiny  to  sham*, 
avMi  though  the  prfc« 
is  high  in  inofffciont 
industrio*  lik*  agrtculturo. 
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Portugal 


ment  pouring.  A  frantic  foreman  ran 
to  management.  If  the  work  was  not 
completed,  the  hardened  cement 
would  have  to  be  torn  up  to  start 
again.  Engineers,  designers  and  ac- 
countants took  off  their  jackets  and 
ran  to  the  site  to  pour  cement.  "The 
workers  wanted  to  kill  the  foreman," 
says  Dotti.  "We  had  to  move  him." 

For  almost  a  decade  the  economy 
stagnated.  Then,  in  1986,  Portugal 
joined  the  EC  a  few  months  after  an 
unpretentious  professor  named  Ani- 
bal  Antonio  Cavaco  Silva  brought  his 
probusiness  party  (psd)  to  power  (see 
box).  Adroitly  mixing  privatization 
with  infrastructure  investment,  de- 
regulation with  EC  "convergence" 
subsidies,  Prime  Minister  Cavaco  Sil- 
va has  set  Portugal  on  course. 

Smart  money  has  taken  note.  Di- 
rect foreign  investment  has  been  dou- 
bling every  year,  from  $164  million  in 
1986  to  $5.5  billion  last  year.  Miguel 
Athayde  Marques,  head  of  the  foreign 
trade  institute,  ICEP,  expects  similar 
growth  in  1992. 

Behind  these  figures  lurk  startling 
changes.  Setubal,  a  port  30  miles 
south  of  Lisbon,  was  a  communist 
stronghold.  Just  five  years  ago  paint 
peeled  off  the  sleepy  town;  unem- 
ployed workers  scratched  out  a  living 
delivering  wine  or  catching  shiners  for 
caldeirada,  a  local  fish  stew. 

Today  the  old  town  is  choked  with 
shoppers  at  Benetton  and  chichi  bou- 
tiques. The  city  is  becoming  an  auto 
center :  gm  has  j  ust  based  parts  produc  - 
tion  in  Setubal;  Ford  and  vw  are  jointly 
building  the  next-generation  plant,  a 
$2.8  billion  factory  for  minivans. 

Portugal's  principal  attraction  is  its 
low-cost,  ultraproductive  labor  force 
within  the  HC.  Portuguese  immigrants 
in  the  rest  of  Europe,  remitting  $4 
billion  a  year  back  home,  are  known  as 
the  "Swiss  of  the  Mediterranean." 
They  are  diligent  workers  and 
thrifty — at  home  as  well  as  abroad. 
"Everyone  makes  the  point  about  the 
cheap  labor,"  says  Luis  Vaz  Pinto, 
countr)'  analyst  for  Baring  Securities 
in  London.  "But  it's  actually  the 
cheap  labor  coupled  with  a  potential 
for  extremely  high  productivity." 

Labor  productivity  increased  at  an 
average  annual  rate  of  2.6%  during  the 
last  five  years  of  the  1980s;  that  com- 
pares with  1.8%  for  the  HC  at  large. 
Germany  ought  to  be  concerned:  A 


^^  am  going 
to  call 
my  finance 
minister, 
lam 
pressing." 


Prime  Minister 
Cavaco  Silva 
of  Portugal 
A  rising  star 
in  the  EC. 


Last  October  Prime 
Minister  Anibal  Cavaco  Sil- 
va's  Social  Democrat  Par- 
ty (psd)  won  its  second  ab- 
solute majority.  Despite 
its  name,  the  psd  is  more 
free  market  than  socialist. 
The  52-year-old  prime 
minister,  a  former  profes- 
sor, is  no  charismatic  leader 
but,  as  the  following  in- 
terview excerpts  show,  a 
technocrat  in  fijll  control 
of  his  brief. 

FoRBES:  What  are  the 
priorities  of  your  next 
term  in  oflfice? 

In  1993  the  EC  will  have  a 
single  market,  and  it  is  also 
the  time  of  preparation 
for  monetary  union.  I  have 
to  do  everything  to  pre- 
pare Portuguese  society 
and  the  economy  not  to 
lag  in  the  process. 
Foreign  investors  are 
welcome  today.  How  can 
they  be  sure  they  will  be 
welcome  tomorrow? 
Portugal  is  a  special  coun- 
try, compared  with  neigh- 
boring Spain,  because  we 
have  always  respected  for- 
eign investment. 

Even  during  the  revo- 
lution in  1974,  when  the 
government  nationalized 
many  private  enterprises, 
it  did  not  touch  foreign 
investments. 

Our  social  environ- 
ment is  favorable.  If  there  is 
a  strike  in  Portugal,  we 
are  concerned  one  day.  In 
Spain  strikes  last  one 
month. 

And  the  EC  allows  us  to 
offer  special  incentives  to 
attract  foreign  invest- 
ment. Remember,  when  we 
have  a  foreign  enterprise 
here — such  as  the  car  in 
dustr}- — we  defend  that 
foreign  investment  as  our 
own  within  the  commu- 
nity. Ihat  is  because  we 
have  no  car  industry  of 
our  own. 


Despite  28  years  of  talk, 
Portugal  has  no  recipro- 
cal tax  treaty  with  the 
U.S. 

(The  Prime  Minister  tears 
a  note  from  our  reporter's] 
notepad. )  I  am  going  to 
take  a  note  to  call  my  fi- 
nance minister  this  after- 
noon. I  am  pressing.  I  will 
do  my  best  to  get  an 
agreement  within  the  next 
few  months. 
You  say  foreign  invest- 
ment is  welcome,  but  in 
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process. 

We  are  prepared  to 
change  the  amount  for- 
eigners can  buy  if  it  does 
not  involve  a  strategic  en- 
terprise or  an  enterprise 
that  could  create  psycho- 
logical problems,  such  as 
the  biggest  Portuguese 
bank. 

We  would,  for  exam- 
ple, be  prepared  to  accept  a 
foreign  majority  in  the 
steel  industry.  Even  100%. 
Or  shipbuilcling.  We  have 


a  profitable  shipyard  in  the 
north,  one  of  the  largest 
in  Europe.  Its  main  client  in 
the  past  was  the  Soviet 
Union. 

We  are  privatizing  our 
oil  company,  Petrogal.  We 
are  prepared  to  have  a 
heav)'  foreign  participation, 
although  not  a  majority 
share.  It  is  a  strategic 
industry. 

Businessmen  here  com- 
plain about  Portugal's 
bureaucracy.  At  the  last 


election  the  public  gave 
you  a  powerful  mandate 
to  modernize.  Why  don't 
you  tackle  Portugal's 
bureaucracy? 
That  idea  of  "globally" 
reforming  public  adminis- 
tration always  fails.  I  try 
to  identify  problems  and 
then  solve  them.  I  deal 
with  specific  cases.  I  am 
fighting  very  hard  to  tack- 
le the  problem. 
One  executive  told  me  it 
took  2  V^  years  to  register  a 
trademark. 

In  Lisbon  it  continues  to 
be  a  problem.  But  in  the 
north  the  minister  [re- 
sponsible] informs  me  that 
it  is  possible  to  register  a 
company  in  one  week.  But 
changing  this  is  a  priority 
of  the  government.  It  is  the 
ghost,  really.  Things  have 
changed;  the  reputation 
has  not. 

Inflation  might  derail 
everything  Portugal  has 
achieved  since  1986. 
We  are  trying  to  bring  in- 
flation down  in  a  smooth 
way.  We  are  aiming  at  8% 
for  this  year.  We  have  a 
monetary'  policy  that 
does  not  accommodate  in- 
flation, and  a  budget  that 
is  not  expansionary'.  We  in- 
tend to  reduce  the  bud- 
get deficit  from  6.5%  to  5% 
this  year. 

And  we  have  changed 
our  foreign  exhange  policy. 
We  no  longer  have  a 
crawling  peg.  We  will  allow 
some  appreciation  in  the 
escudo  for  the  semester.  A 
bit.  This  is  our  way  to  re- 
duce inflation. 
What  about  wage  infla- 
tion? This  is  always  a 
problem  in  a  fast-grow- 
ing economy. 
We  have  told  all  the  social 
parties  that  workers  cannot 
negotiate  on  wages  based 
on  last  year's  inflation, 
but  on  expected  inflation. 
-R.C.M.  Hi 
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WHO 
Knows    Money 

Ma  n  age  m  e  nt 

BETTER      THAN 

THE     NAME 

THAT 

inspired    it. 


IN    18  30  Judge  SAMUEL  PUTNAM,  presiding 
in  the  Massachusetts  SUPREME  COURT,  created  the 
GUIDING    PRINCIPLE   for  professional    MONEY 
MANAGEMENT    His    PRUDENT    MAN    RULE 
states  that  WHEN  MANAGING  a  client's  INVEST- 
MENTS  one  should  be  PRUDENT,  and  treat  THEM 
as  SAFELY  as  if  they  were  ONE'S  OWN.  In  1937 
INSPIRED  by  this  INHERITANCE.  \ixs  greaUgreai 
grandson    FOUNDED    our    COMPANY.    Since    then 
we've  been  THRIVING.  INNOVATING  and  living 
by  the  wise  judge's  RULE.  And  with  more  than  $50 
billion  in  FIXED  INCOME  and  EQUITIES,  it's   a 
heritage  our  CLIENTS  continue  to  benefit  from  'today 


-I-  Putnajm 


A      TIME-HONORED 

TRADITION 
IN     MONEY     MANAGEMENT 


The    Putnam   Companies 
One    Post    Office    Square.     Boston     MA  02109. 
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guel  Morals  do 
Valleand  Luisde 
Castro  Fernandes 
of  Highlight  Sports 
A  textile  worker 
earns  $3,560 
a  year. 


A,  Nobre  da  Costa, 
managing  director 
of  Efacec 
Robotics, 
in  Portugai? 


German  manufacturer  of  machines 
that  make  ring  binders  just  wrote  the 
foreign  trade  institute  that  it  was  ex- 
panding production  in  Portugal  be- 
cause its  plant  there  was  50%  more 
productive  than  its  German  plant. 

No  surprise  that  some  big  U.S. 
companies  have  now  discovered  Por- 
tugal. With  local  partners,  San  Fran- 
cisco-based Pacific  Telesis  Group  is 
setting  up  a  mobile  phone  net\\ork, 
joindy  investing  some  $250  million 
over  the  next  five  years.  A  Kansas  Cit\' 
utiliU',  UtiliCorp  United  Inc.,  is 
jointiy  bidding  to  build  and  operate 
four  300- megawatt  coal -fired  energ\' 
plants.  Cost:  $1.6  billion. 

PepsiCo  Foods  International  has 
been  here  longer.  In  1987  it  bought  a 
local  snack  food  company-,  Laprovar 
S.A.,  with  $1  million  in  sales.  Five 
years  later  sales  are  at  $40  million — all 
organic  growth.  No  surprise  that  .\rea 
President  G.  Irwin  Gordon  con\inccd 
his  Dallas  bosses  to  build  a  $150 
million  state-of-the-art  snack  fixxl 
tactor\-  in  Carrcgado,  40  miles  north 
of  Lisbon.  PepsiCo  cut  its  costs  by 
tapping  $20  million  in  government 
and  K  subsidies.  In  total,  PepsiCo 
plans  to  iuNcst  a  half  billion  dollars  in 
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Our 
commitment 


We're  AMBAC 

And  we  back  the  bonds  that  build  the  schools,  the  libraries  and  even  the  city 
halls  in  touTis  and  cities  throughout  America.  The  fact  is,  nwre  tfian 
one  tfiird  of  all  the  insured  general  obligation  municipal  bonds  issued 
during  the  past  ten  years  have  been  insured  by 
AMBAC  But  then,  you'd  expect  that  kind  of 

TOA    k     i  ^  Q  I  ^^   A       leadership  ftx)m  the  people  who  founded  the  municipal  bond 
/"^U  Y  I  ^  l\  I  \t^M\,    insurance  industry'. 

^^r  A    0^"0     I     I  CDC  ^^  AMBAC  we're  beginning  our  third 

^^  l#Ar\  I  ^y    I     l^lxLic    decade  of  commitment  to  America.  Which 

means  helping  secure  our  country's  future  by  assisting  in  the  rebuilding  of  tfie  ph^-skal 
s>'stems  that  support  basic  public  sen-ices. 

We're  also  strongly  committed  to  tfie  municipal  bond  industry  To  the  investor 
as  well  as  the  issuer 

Because  while  AMBAC's  commitment  starts  with  America's  towns  and  dties, 
it  doesn't  end  there. 


AMBAC 


AMBAC  Indonnity  Coqxvmtion 

One  Sttie  Street  Plaza.  New  Ybrk.  NY  10004 

(212)668-0340 


Portugal 
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I  Portmaker 
I  David  Guimaraens 
I  Labor  costs  have 
i  tripled  in 
five  years. 


Portugal  over  the  next  ten  years.  "I 
consider  it  a  very  attractive  point  of 
entry  for  the  EC,"  says  Gordon. 
Economic  growth  does  not  come 


smoothly  and  Portugal's  is  creating 
plenty  of  headaches.  Inflation  aver- 
aged 11.4%  last  year — fueled  by  an 
estimated  5%  growth  in  consumer 


demand.  The  central  bank  has  react- 
ed. Short-term  loans  in  Portugal  cost 
24.7%.  "Monetar)'  poliq'  has  to  be 
tight,"  says  central  bank  governor 
Jose  Tavares  Moreira.  "We  have  no 
alternative." 

Average  wages  and  compensation, 
still  just  24%  of  German  pay  packages, 
have  spiked.  Take  the  textile  industry', 
which  accounts  for  37%  of  Portugal's 
exports.  At  Rio-Confeccoes,  Lda.,  the 
minimum  wage  for  workers  is  S3,560 
a  year,  plus  meals  and  other  benefits. 
That's  twice  the  wage  rate  of  just  five 
years  ago.  Fonseca  Guimaraens  Vin- 
hos  S.A.,  the  fine  portmaker,  pays  its 
grape  pickers  $  1 2  a  day  plus  room  and 
board,  three  times  what  they  earned 
just  five  years  ago. 

Portuguese  businessmen  are  find- 
ing ways  around  these  problems.  A. 
Nobre  da  Costa  runs  Efacec  S.A.,  an 
engineering  firni  with  S225  million  in 
sales  last  year.  Tight  money.^  He  bor- 
rows from  a  local  bank  in  a  basket  of 
foreign  currencies,  paying  just  three- 
eighths  of  a  point  above  the  London 
interbank  rate  for  his  funds.  "WTiat 
your  borrowing  costs  are,"  says 
Nobre  da  Costa,  washing  down  a 


When  your  customers  buy  bettei 

EDS  helped  Apple  Computer  answer  yes.  helped  Apple  develop  this  systemi  li, 


In  the  rush  to  market,  how  can  you 
beat  the  competition  without  com- 
promising product  quality?  I'sing  a 
new  application  of  information 
technology.  Apple  Computer  now 
distributes  engineering  diagrams  to  all 
of  its  manufacturing  sites  in  seconds, 
via  a  global  electronic  network.  KDS 


using  the  latest  imaging  technology 
This  speeds  the  development  |io 

of  products  by  eliminating  the  possi- 
bility of  errors  caused  by  outnif-date 
engineering  drawings. 

Jackie  Streeier,  Apple  worldwide 
pn>duct  configuration  manager.  sa>-s. 
if  people  have  the  right  information 


EDS  is  a  registered  trademark  of  HIectronic  Data  Systems  (Corporation.  C)  1902  l-DS 


How  to  get 
a  foothold 

For  medium-size  firms, 
there  are  many  low- cost 
ways  of  finding  opportu- 
nities in  Portugal.  ICEP,  the 
foreign  trade  institute, 
matches  foreign  investors 
with  local  firms,  provides 
startup  literature  and  ad- 
vises on  the  available  sub- 
sidies. "The  more  precise 
companies  are  with  their 


iUilL!  ..JIA! 
needs,  the  better  we  can 
help  them,"  says  icep's 
Miguel  Marques.  (Tel.: 
351-1-793-0103.) 

Services  and  match- 
making are  offered  by  the 
U.S.  Chamber  of  Com- 
merce (351-1-57-25-61) 
and  the  commercial  sec- 
tor of  the  U.S.  embassy 
(351-1-726-6600), 
mosdy  for  fi-ee.  The  big  ac- 
counting firms  offer  prac- 
tical services,  for  a  fee. 


[.ni'^^y^j. 


"It  helps  to  have  a  local 
partner,"  says  Ron  Boring, 
vice  president  of  Pacific 
Telesis'  joint  venture.  Tele- 
eel  Comunicacoes  Pes- 
soais,  S.A.  Consultant  Ed 
ward  Kane  (351-1 -793- 
0318)  says  a  good  local 
lawyer  is  imperative  for 
steering  investors  through 
the  bureaucracy.  Kane  is 
good  for  introductions  and 
hand-holding. 

Greatest  opportuni- 


ties:  agriculture  and  tex- 
tiles. Bargain  prices  and 
the  potential  for  hea\y  sub- 
sidies if  investor  offers 
modernization  and  export 
potential.  Willingness  all 
around.  "We  would  wel- 
come a  young,  dynamic 
American  design  firm 
wanting  to  enter  the  kc," 
says  textile  entrepreneur 
Luis  de  Castro  Fer- 
nandes.  (351-2-711- 
2880.)  -FLC.M.  Bi 


piece  of  grilled  cod  with  a  heaxy  red 
wine  ft-om  the  Algarve,  "separates  the 
goats  fi-om  the  men." 

Textile  magnate  de  Castro  Fer- 
nandes  is  combating  wage  increases  by 
producing  for  hot  names  like  Ralph 
Lauren,  Naf  Naf  and  Marco  Polo. 
Miguel  Morais  do  Valle,  his  commer- 
cial director  at  Highlight  Sports- Con- 
feccoes  Texteis,  Lda.,  is  intent  on 
developing  a  house  label  and  control- 
ling distribution.  "The  solution  [to 
higher  wages]  will  be  less  production 


but  better  quality  and  sophistication," 
says  de  Castro  Fernandes. 

In  port  wine  country,  the  search  is 
on  for  ways  to  improve  productivity. 
David  Guimaraens,  technical  manag- 
er of  Fonseca  Guimaraens  Vinhos 
S.A.,  says  the  firm  will  consolidate 
production  next  to  the  mountain 
vineyards,  rather  than  continue  cosdy 
and  inefficient  2y2-hour  transporta- 
tion to  Oporto.  That  should  cut  staff 
in  half  The  firm  is  also  looking  for 
partners  to  develop  hidden  assets. 


such  as  a  charming  blue -and -white 
villa  in  the  mountains  of  the  Alto 
Douro,  as  tourist  attractions. 

But  the  old  ways  haven't  entirely 
disappeared.  In  Vila  Nova  de  Gaia,  a 
suburb  of  Oporto,  Portuguese  gyp- 
sies gather  to  bur)'  one  of  their  own. 
Dusty  babies  ride  hips,  while  hairy 
men  in  ink- black  suits  talk  in  clusters. 
And  then  the  elders  roar  to  the  fi-ont 
of  the  procession.  In  a  Mercedes. 

Portugal  may  be  burving  an  old  way 
of  life,  but  it  is  burving  it  in  stvie.    ■§ 
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products,  will  they  come  from  you? 


at  the  right  time,  they  can  make  better- 
informed  decisions,  which  translate 
into  better  products/  sooner 

Using  Macintosh  computers, 
Apple  employees  worldwide  can  call 
up  engineering  diagrams,  which  they 
can  enlarge,  reduce,  rotate,  or  recon- 
figure to  fit  with  other  components. 
Last  fall,  the  system  helped  Apple 


introduce  six  new  products  simulta- 
neously, and  ahead  of  schedule. 
helping  maintain  Apple's  reputation 
for  setting  new  standards. 

Changes  in  technology  create 
business  opportunities.  You  can  use 
information  technology  to  develop 
new  products,  improve  quality  and 
shorten  time-to-market.  To  learn 


more,  contact  EDS,  the  world  leader 

in  applying  information  technologv-. 

Write  Barry  W.  Sullivan,  Director  of 

Marketing,     EDS, 

7171  Forest  Lane, 

FB3.     Dallas,    TX 

75230.  Or  call  (2l4) 

490-2000,  ext.  503. 

TAKE  ADVANTAGE  OF  CHANGE" 


EDS 
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Chuck  Bennett  wanted  a  good  shine  on  his  BMW, 
so  he  made  his  own  wax.  Turned  out  other 
car  buffs  wanted  to  buy  the  stuff. 

Fruit  salad 
car  wax 


By  Jerry  Flint 

Charles  Bennett  swears  the  story  is 
true.  His  great-grandmother  was  a 
Rothschild,  but  got  tossed  out  of  the 
family  over  a  century  ago  for  marrying 
a  Dane.  In  1982  Bennett  took  a  vaca- 
tion in  Germany,  traveling  to  great- 
grandmother's  ancestral  village  to 
look  for  records.  He  didn't  have 
much  luck  chasing  down  his  roots, 
but  he  found  something  else:  the 


shiniest  horsedrawn  carriages  he'd 
ever  seen.  "I  used  to  wax  my  BMW 
once  a  week,"  he  says,  "but  they  had  a 
better  finish  than  my  car." 

Bennett  asked  around  and  discov- 
ered the  carriages  were  polished  with 
homemade  wax.  Ingredients:  lard, 
goose  fat,  chicken  fat,  beef  suet,  re- 
fined tree  sap.  "It  was  going  rancid. 
The  smell  was  awfiil,"  Bennett  says. 


"But  oh  what  a  shine!" 

Bennett,  now  43,  took  some  of  the 
local  concoction  home  to  Branford, 
Conn,  and  began  experimenting  with 
other  ingredients.  "I  had  a  big  prob- 
lem with  animal  fats,"  says  Bennett, 
who  is  a  vegetarian. 

Using  an  electric  coffeepot  as  a  test 
vat,  and  with  the  counsel  of  his  wife. 
Donna,  an  analyst  at  a  pharmaceutical 
company,  he  began  testing  substi- 
tutes for  the  animal  fats.  He  used 
banana  oil,  coconut  oil,  camauba 
(Brazilian  palm)  fat  and  other  plant 
oils.  The  vegetable  oils  produced  a 
great  shine,  and  made  the  wax  smell 
good,  too. 

Acquaintances  began  asking  for 
samples.  "I  asked  members  of  my 
BMW  club  in  Connecticut  if  I  should 
go  into  business,  and  they  said,  'Do  it, 
we'll  buy  it.'  At  first  my  goal  was  to 
make  enough  money  to  pay  for  my  car 
payments." 

In  1983  Bennett  bought  a  used 
Hotpoint  kettle  from  a  restaurant 
supply  house  and  talked  his  father-in- 


Charles  Bennett  with  Zymol. 
his  vegetarian  car  wax 
It  takes  brass  to  ask  $40 
for  8  ounces  of  car  wax. 
But  wouldn't  a  perfect 
shine  be  worth  it? 


126 


Forbes  ■  April  27,  1992 


"If  you  want  to  grow  old  as  a  pilot,  youVe  got  to  know 
when  to  push  it,  and  when  to  back  off/'  chuck  veager 


Throughout  his  remarkable  career, 
Chuck  Yeager  has  shown  an  uncanny 
talent  for  what  pilots  call  "pushing  the 
edge  of  the  envelope."  At  21,  only  three 
years  after  boarding  his  first  plane, 
Yeager  was  leading  a  squadron  of  fighter 
pilots  in  World  War  11.  And  at  the  age 
of  24,  he  became  the  first  person  to  fly 
faster  than  the  speed  of  sound. 

Attempting  such  dangerous  feats 
is  one  thing.  Living  to  describe  them 
to  your  grandchildren  is  another.  Dis- 
playing the  enormous  courage,  skill 
and  cool  judgment  needed  to  do  both 
has  made  General  Chuck  Yeager  an 
authentic  American  hero. 

Although  retired  from  the 
military,  Yeager  remains  a  man 
on  the  move.  He's  an  avid 
sportsman  with  a  lifelong 


love  of  the  outdoors,  a  lecturer  and  a 
consulting  test  pilot  who  still  loves  to  fly 
"Maybe  I  don't  jump  off  15 -foot  fences 
anymore,"  said  Yeager,  "but  I  can  still 
pull  8  or  9  G's  in  a  high-performance 
aircraft."  And  in  all  his  exploits,  Yeager 
depends  on  a  rugged  and  reliable  time- 
piece. "I  wore  a  Rolex  40  years  ago  when 
I  broke  the  sound  barrier  and  I  still  do 
today,"  says  Yeager  matter- of- factly 
"A  pilot  has  to  believe  in 
his  equipment.  That's  why 
I  wear  a  Rolex."  ROLEX 


t 


Rolex  GMT  Master  II  in  stainless  steel  and  I8kt  gold  with  matching  Jubilee  bracelet 
Write  for  brochure.  Rolex  Watch  USA  .  Inc..  Dept  610,  Rolex  Building.  665  Fifth  .Avenue.  New  York.  \  Y  10022 

0 1991  Rotex  Watch  USA..  Inc  Rolax.  GMT-Mastar  and  Jubiiae  an  tradatnarlia. 


If  YOU'RE  EXPECTING 

EVEN  MORE  FROM  A  HOTEL 

IN  TIMES  LIKE  THESE, 

YOU'D  BETTER  WAKE  UR 


0, 


_ver  the  last  few  years,  we've  invested 

more  than  a  billion  dollars  in  our  hotels  to  meet 
your  changing  needs.  So.  while  other  hotels  may 
be  forced  to  cut  back  and  give  you  less,  at  Hilton 
we're  giving  more,  doing  more,  and  moving  ahead. 

Double-dipping  encouraged  here. 

As  a  memlKM'  of  the  I II  lonors  (luest  Rewai'd  Pi'ogram,  J'ou  won't 
have  to  choose  between  earning  hotel  points,  or  mileage  credit 
on  your  favorite  airlines.  Unlike  other  hotel  programs.  Hilton 
HI  lonors  lets  you  have  bolli.  As  well  as  fabulous  new  rewards. 

Here's  a  hotel  within  a  hotel 

At  select  lliltons  across  America,  you  can  enjoy  the  very  best 
we  have  to  offer  llu^  business  tivncler — our  magnificent  Towel's 
accommodations.  With  separate  registralion,  pri\ate  lounges, 
and  a  concierge  and  staff  dexoted  to  your  e\ei\  need. 


Here 


Renovations  here, 
there  and  everywhere. 

linlike  some  of  oui'  competiloi^.  we're  continuing 
to  refurbish  our  hotels,  like  Tlie  Waldorf =.\storia 
and  the  Chicago  Hilton  and  Towei-s.  from  lobb\ 

to  penthouse.  We've  also  added  exciting  new  properties,  like 

The  Pointe  Hilton  Resorts  in  Phoenix. 

There's  something  happening  here. 

We've  created  a  new  Hilton  image,  as  e\idenceil  by  our  brand- 
new  signature,  to  underscore  our  commitment  to  continuous 
impnnemenl.  So.  next  time  xou're  hoping  for  more  from  a  hol^l 
w  hen  you're  on 

the  road,  wake  up             JL 
hero.  At  I  lilton.  y-sf^y^^^y^^,^^ 


fE  MAKE  IT  OUR  BUSINESS 
TO  BE  WHEREVER  YOU  GO. 


KrWOHA 

MINNESOTA 

^'loenixArea 

Minneapolis  Area 

Ifesa-Hillon  Pavilion 

Bloomington-  Minneapolis/ 

^Ijoenix  Airport  Hilton 

Si.  Paul  .Airport  HUton 

(Iwenix  Hilton  Suites 

Minneapolis  Metrodome  Hilton 

f  yjPORMA 

NEW  JERSEY' 

;  naheim  Hilton  Suites 

Afaiart-Hilton  Gateway 

Iresno  Hilton 

Parsippany  Hilton 

l/tsADgeiesArea 

Secauf  US-Meadow  lands 

Beverty  Hills-'ne  Beverlj 

Hilton 

Hilton 

Short  Wifls-Hilton  at  Short  Hills 

Long  Beach  Hilton 

Somerset  HUton 

lios  .Angeles  Airport  Hilton 

NEW  YORK 

and  Towers 

Buffalo  Hilton 

Pasadena  Hilton 

.Veu'  York  Area 

Umversal  City  Hilton 
and  Towers 
Ontario  Airport  Hilton 

Jamaica-JFK  Airport  Hilton 
Long  Island/MeMle- 
Huntington  Hilton 

San  Diego  Area 

New  York  Hilton  and  Towers 

Del  Mar  Hilton 

The  Waldorf- .Astoria 

San  Diego  Mission  Valley 

SeviYoit.Arva/ 

Hilton 

Westchester  County 

San  Francisco  .Airport  Hilton 

R\e  S/wJt-Rye  Town  Hilton 

Valencia  Hilton  Garden  Inn 

Tarolown  Hilton  Inn 

DELAWARE 

S>Tacusp-Hilton  at 

nVmington  Area 

Syracuse  Square 

CJaymoni-Winrngion  Hilton 

OHIO 

DISTRICT  OF  COLUMBIA 

Akron  Hilton  Inn  at  Quaker 

Washington.  DC  .Area 

Square 

McLean.  k>l -McLean 

Akron  West  Hilton  Inn 

Hilton  at  TV-sons  Corner 

Canton  Hilton  ' 

Washington-The  Capital 

Cincinnati  Area 

Hilton 

Florence.  ACy-Commonwealtii 

Washington  Hilton  and 

HBton 

Towers 

Dayton-Daytonian  Hilton 

FLORIDA 

OREGON 

Fl.  Lauderdale  .Area 

Portland  HUton 

Sunnse  Hilton  Inn 

PENNSYLVANIA 

Miami  .Airport  Hilton  and 

.  Towers 

St.  Petersburg  Hilton  and 

HaiTisburg  Hilton  and  Towers 

PhUadelphia  HUton  and 
Towers 

Towers 

Tampa  .Airport  Hilton  at 
MetroCenter 

Philadelphia- 
Valley  Forge  .Area 
King  ofPrussia-\'aiiey 

GEORGIA 

Forge  HUton 

AUant^Area 

Pittsburgh  HUton  and 

Atlanta  Aiiport  Hilton  and 

Tow2rs 

Toweis 

SOUTH  CAROLINA 

Atlanta  Hilton  and  Towers 

Greenville  HUton 

Vonrroiss-Hillon  at  Peachtree 

Comers 

TENNESSEE 

Nashville  Area 

njJNOIS 

Brentwood  HUton  Suites 

Chicago  Area 

Buffalo  Grove  Hilton 

TEXAS 

Garden  Inn 

Dallas  Area 

Chicago  Hilton  and  Towers 

Crapeiwe-DFW  HUton 

Chicago-The  Palmer  House 

Executive  Conference  Center 

Hilton 

El  Paso  .Airport  HUton 

Lisle/NaperviBe-mon  Inn 

Wouston-Westchase  HUton 

Hilton  Inn  of  Oak  Lawn 

and  Tow  ers 

Oakbrook  Terrace  Wlton 

San  Anlonio-HHUm  Palacio 

Suites 

delRJb 

Waco  HUton 

LOinSlANA 

\reia 

UTAH 

means 

Sail  Lake  AliTMrt  HUton 

Aufii  luiion 

\TRGINTA 

MARYLAND 

Lynchburg  HUton 

Sa/Umon?-Pikesville  Hilton  Inn 

WASHINGTON 

Columbia  Hilton 

Seattle  Airport  HUton 

MVS&ACHUSETrS 

SeaUJe  HUton 

Boston  .Area 

p,i<t,nR-,rl  Ray  Hilton 

CONRAD  HOTCLS 

:-  ,'■  ;•■  -iiii.inal 

ENGLAND 

iJt'il.'i.iir,  I'.dce 

London-Conrad  London 

fas(  Boston- Logan 
•Airport  Hilton  Inn 

HONG  KONG 

Hong  A'ong-Conrad  Hong  Kong 

MICH1G.AN 

MroitArea 

IRELAND 

\ubuni  Hills  Hilton  Suites 

OuW/n-Conrad  DubUn 

\o\i  Hilton 

TURKEY- 

SouthOeidHUIan  Garden  bin 

Isianbul-Canrad  Istanbul 

For  reservations,  call  vour  travel  agent 
or  1-800-HlLTONS. 
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STARTING  YOUR  OWN  RUSINESS 


law  (a  house  painter  until  he  fell  off  a 
roof  five  years  earlier)  into  joining 
him.  Thus  was  born  Zymol,  at  SI 9. 95 
per  8 -ounce  jar — the  price  has  since 
been  upped  to  $40 — the  most  expen- 
sive car  wax  around.  The  appropriate- 
ly obscure-sounding  name  is  derived 
from  zymolog}'  (the  study  of  enzymic 
fermentation)  and  the  German  word 
for  oil. 

But  it  was  still  half  hobby;  Bennett 
kept  his  old  job  as  a  sofhsare  specialist 
at  Wang  Laborato- 
ries while  his  wife 
and  mother-in-law 
put  in  time  at  Zymol 
doing  everything 
from  watching  the 
ketdes  bubble  to  an- 
swering telephone 
calls. 

The  first  factory 
was — you  guessed 
it — in  the  Bennett 
garage,  then  moved 
to  the  basement, 
and  then  into  a  rent- 
ed shed.  Financing 
was  from  the  start 
shoestring.  Bennett 
usedS50,000ofhis 
own  savings  over 
the  first  years  and  traded  20%  of  his 
company  for  ser\ices:  to  the  landlord, 
who  held  the  rent  down  on  his  small 
factory;  to  the  contractor,  who  con- 
verted it;  to  his  law\'er;  and  to  the 
photographer  who  prepared  the  pro- 
motion work.  And  he  remembers 
others  who  helped:  His  printer  helped 
design  his  instruction  book;  his  bank- 
er helped  write  a  business  plan. 

Sales  by  1987  were  $35,000, 
$70,000  in  1988,  and  $350,000  in 
1989,  when  Bennett  decided  to  quit 
Wang.  Brilliant  timing,  because  that 
was  when  Wang's  troubles  began. 

Bennett,  it  turned  out,  was  in  his 
element.  Operating  with  ver\'  little 
capital,  he  couldn't  afrbrd  advertising. 
"Advertising  is  a  medium  that  you 
rent,"  he  says.  "Promotion  is  a  medi- 
um that  you  own.  When  you  are 
actually  showing  people  something, 
you  own  their  time." 

So  he  worked  the  car  shows,  dem- 
onstrating the  shine  and  convincing 
car  collectors  to  try  it,  and  selling  it 
through  boutique  car  accessor^'  shops 
and  mail  order. 

It  takes  a  certain  amount  of  brass  to 


Blending  the  formula 
It  began  in  a  coffeepot. 


ask  $40  for  an  Bounce  jar  of  wax 
good  for  a  dozen  wax  jobs.  A  9.5- 
ounce  can  of  Turtle  Wax,  by  compari- 
son, sells  for  about  $7.50.  Add  to 
Bennett's  basic  8 -ounce  jar  some  car 
cleaners  and  a  towel  and  you'\c  got  a 
Zymol  starter  kit,  priced  at  $100.  At 
the  higher  end,  there's  Zymol  Con- 
cours  at  $150  per  8-ounce  jar,  and 
Zymol  Destiny,  priced  at  $450.  Then 
come  custom  waxes  made  for  wealthy 
car  collectors.  These  sell  for  $3,000 
for  64  ounces.  The 
higher  the  price,  the 
higher  the  carnauba 
content. 

But  Bennett 

knew  his  fellow  BMW 
owners.  What's  a 
few  hundred  dollars 
to  a  car  fanatic?  Ev- 
er)' kit  includes  a  de- 
tailed booklet  ex- 
plaining how  and 
why  the  product 
works.  And  Zymol 
Enterprises,  Inc.  has 
tu'o  toll-free  lines  to 
customers' 


answer 

questions. 

The     big     break 

came  at  the  1990 
Pebble  Beach  Concours  d'Elegancc, 
the  best  known  of  American  beaut)' 
contests  for  cars.  The  best-of-show 
winner — Ralph  Lauren's  1938  Bu- 
gatti — and  five  other  \\  inners  were  all 
shined  with  Zymol.  That  year  sales 
pushed  to  nearly  $700,000.' 

Bennett  hasn't  gotten  rich  yet.  On 
last  year's  sales  of  $1.5  million  (in- 
cluding $300,000  in  Japan),  Bennett 
and  his  father-in-law  probably  netted 
$170,000.  This  year  he  thinks  sales 
could  double  again,  to  $3  million. 

Andrew  Cohen,  owner  of  Beverly 
Hills  Motoring  Accessories,  says  he 
was  skeptical  at  first  about  the  prod- 
uct. "All  these  fruits  and  vegetables — 
put  Zymol  on  a  car  and  it  smells  like  a 
fruit  salad,"  he  says.  But  using  and 
selling  the  product  changed  his  mind. 
Cohen  was  so  impressed  he  knew  he 
could  get  more  than  $40  a  jar  from  his 
spendthrift  entertainment  communi- 
ty customers.  Cohen  asked  Zymol  to 
come  up  with  a  special  formulation 
for  him,  called  Platinum,  which  he 
sells  for  $100.  He  says  he  sells  about 
100  jars  of  Platinum  a  month,  on  top 
of  150  jars  of  regular  $40  Zymol.  IH 
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A  promise  two  wneels  will  replace  tnree,  once  your  leet  can  reach  the  pedals. 


A  promise  that  you  won't  he  the  only  one  Tvearing  galoshes  in  the  rain. 


A  promise  you'll  reel  as  saie  tomorrow  as  you  do  today. 


Notnin^  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  pnimise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  the  families  and  businesses  that  rely  on  us  can  keep  theirs. 


ei990  MassacNaans  Mmual  Lil*  msuranoe  Co  SpraigMil  MA  Oltn 


MassMutual' 

^e  help  you  keep  your  promises. 


Philadelphia  Electric  used  to  be  the  butt  of  jokes. 
But  nobody's  laughing  at  the  utility  now. 

Transformation 


By  Manjeet  Kripalani 

Philadelphia  Electric  Co.'s  Peach 
Bottom  nuclear  plant  became  the 
punch  line  of  a  Wall  Street  joke:  What 
costs  $740  million  and  sleeps  six? 

Plant  operators  had,  in  fact,  been 
caught  sleeping  and  playing  video- 
games on  the  job.  In  1987  the  Nucle- 
ar Regulatory  Commission  ordered 
Peach  Bottom  shut  down,  pe  faced 
$250  miUion  in  fiscal  consequences, 
including  $1.3  million  in  fines. 


to  $2.35  a  share,  versus  58  cents  a 
share  two  years  ago,  when  pe  was 
writing  off  Peach  Bottom  expenses. 

Perhaps  the  most  impressive  thing 
about  the  Paquette-engineered  turn- 
around is  the  improvement  in  the 
company's  public  image.  Under  his 
predecessors,  it  had  become  the  utili- 
ty Philadelphians  loved  to  hate.  There 
was  no  full-fledged  customer  service 
department,  pe's  tall  black  tower  on 


PE  Chairman 
Joseph  Paquette 
and  President 
Corbin  McNeill 
From  Darth 
Vader  to  Luke 
Skywalker. 


But  nobody's  laughing  about  $4 
billion  (revenues)  Philadelphia  Elec- 
tric these  days.  Joseph  Paquette  was 
brought  in  in  1988  to  turn  things 
around.  A  veteran  of  30  years  at  pe,  he 
had  left  in  1986  and  became  president 
of  Michigan's  Consumers  Power. 
The  PE  board  also  hired  an  cx-naval 
nuclear  commander,  Corbin 
McNeill,  as  executive  vice  president  of 
nuclear  operations.  McNeill,  now  52, 
had  turned  around  New  York  Power 
Authority's  PitzPatrick  unit  in  1983. 

In  these  four  years,  the  new  team 
has  wrought  a  transformation.  Peach 
Bottom  is  running  again,  and  at  56% 
of  capacit)',  as  against  only  38%  two 
years  before  it  was  shut  down.  Harn- 
ings  are  expected  to  rebound  this  year 


Market  Street  was  called  the  Darth 
Vader  building.  Any  politician  could 
win  votes  simply  by  being  anti-PE. 

At  Peach  Bottom,  McNeill  started 
with  a  massive  retraining  program  and 
promoted  36  frontline  workers.  He 
visited  the  plant  almost  daily  and 
didn't  hesitate  to  thump  the  tables 
and  use  sailor's  language  to  get  his 
points  across.  During  one  meeting, 
he  even  dircw  a  chair  against  a  wall, 
splintering  it.  With  this  display  of 
temper,  McNeill  caught  the  workers' 
attention  in  a  way  no  previous  manag 
er  had.  "He  shared  our  fmstrations 
and  passions,"  says  Kenneth  Powers, 
Peach  Bottom's  plant  manager. 

After  writing  off  $225  million  on 
Peach  Bottom,  Paquette  spent  $120 


million  to  increase  automation  and 
replace  dangerous  old  equipment  that 
had  left:  a  third  of  the  plant  with 
radioactive  contamination.  He 
slashed  operating  expenses,  starting 
by  eliminating  a  helicopter  that  took 
executives  to  the  plants.  He  saved  S25 
million  by  freezing  wages  and  insist- 
ing that  officers  and  board  members 
take  two  5%  pay  cuts. 

But  it  wasn't  all-stick-and-no-car- 
rot.  Paquette  also  introduced  a  one- 
year  bonus  plan  under  which  all  em- 
ployees would  receive  an  amount 
equal  to  the  appreciation  on  200 
shares  of  PE's  stock  that  year — with  a 
limit  of  $500.  In  1989,  a  year  after 
Paquette  joined,  pe's  stock  rose  36%, 
and  everyone  received  the  maximum. 

To  counter  pe's  arrogant  image, 
Paquette  spends  $10  million  annually 
on  advertising  and  public  relations,  pe 
also  built  a  $12  million  fish  ladder  at 
Maryland's  Conowingo  Dam,  part  of 
the  company's  hydroelectric  project, 
to  enable  fish  to  swim  upstream  past 
the  dam  to  spawn. 

It  has  taken  longer  for  the  rate- 
setters  to  recognize  the  reformation. 
In  April  1990  pe  was  granted  less  than 
half  the  $549  million  rate  increase  it 
requested  fi-om  the  Pennsylvania 
Public  Utility  Commission  to  cover 
construction  of  its  newest  1,055- 
megawatt  nuclear  unit.  Limerick  2. 
Paquette  immediately  started  to  re- 
coup losses  by  almost  hal\ing  the 
dividend  to  $1.20  and  eliminating 
1 ,500  employees  through  a  \oluntary 
retirement  program,  saxing  $75  mil- 
lion annually.  By  refinancing  debt,  PE 
cut  costs  by  $53  million  and  agreed 
not  to  raise  rates  before  1994. 

Paquette's  austerity-  paid  off.  Last 
year  pe  had  the  highest  total  return — 
52% — of  any  electric  stock  in  the  Dow 
Jones  utilin.'  average. 

But  Goldman,  Sachs'  well-known 
utilities  analyst  Ernest  Liu  thinks  the 
market  still  hasn't  recognized  the  fijil 
extent  of  the  utility's  comeback.  Liu 
points  out  that  Paquette  has  cut  oper- 
ating costs  sharply  and  that  pe  has  no 
plans  for  costly  construction  projects 
for  several  years.  He  predicts  earnings 
will  surge  and  the  dividend,  now 
viclding  5%,  w  ill  approach  its  old  level 
of  S2.2\)  a  year,  probablv  by  1997. 

If  interest  rates  stay  aUHit  where 
thev  are,  such  a  pvuout  implies  a  near 
doubling  of  the  stock.  ^M 
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AN  END  TO  MASSIVE  LAYOFFS 

AS  EXHIBITED  BY  THE  Chameleonidae  Dilepis. 


Olsten 


INTRODUCES 

1     THE 

flexible 
workforce: 


It's  the  nature  of  business.  When  the  economy  goes,  so  do 
people.  But  layoffs  cost  money.  And  morale.  Not  the 
best  vva\  to  adapt  to  a  changing  business 
environment.  Olsten  has  the  solution:  flexibility. 
With  the  Olsten  Flexible  Workforce,  the  ability 
to  respond  effectively  to  economic  trends  is  built 
into- the  structure  of  your  compan\'.  You're  never 
overstaffed  or  understaffed.  Instead. 
you  maintain  a  core  of  full-time  workers. 
Then,  when  production  increases  and 
needs  change.  Olsten  supplies 
you  with  appropriately  skilled 
temporar\  workers.  You  get  the  job  "fp 
done  more  efficiently  and  economically. 
Morale  is  maintained.  .As  well  as  productivity. 

So  make  Olsten  your  panner  in  flexibility.  And 
prepare  your  company  for  the  future,  whatever 
changes  it  brings.  You  won't  have  to  let  people  go. 
Just  your  old  concepts  of  how  to  manage  them,     e.wi  maamcapawn.  i 


Temporary  Services 


THE     W  O  R  K  1  iN  G     S  O  L  L    T  I  O  N" 


Most  companies  have  a  life  cycle:  Born  small,  they  grow  big  and  then 
decline.  But  here  are  50  U.S.  firms  that— so  far,  at  least— seem  eternal. 

Old  is  beautiful 


By  Jason  Zweig 

How  OLD  IS  TOO  OLD?  Pablo  Picasso, 
Winston  Churchill,  Martha  Graham 
and  Georgia  O'KeefFe  all  chugged 
along  into  their  90s.  Noah  didn't 
even  start  building  the  ark  until  he  was 
past  500. 

Not  so  with  businesses.  Most  fol- 
low a  predictable  cycle.  Pan  American 
World  Airways  was  once  thought 
such  a  threat  to  other  airlines  that  the 
federal  government  limited  its  expan- 
sion. Now  it's  out  of  business.  Gener- 
al Motors  and  IBM,  now  both  strug- 
gling, once  seemed  to  be  all-power- 
ful. U.S.  Steel  was  for  generations  a 
towering  colossus. 

The  first  50  index 

As  a  group,  America's  oldest  50 
companies  sprinted  past  the  Standard  & 
Poor's  500  and  tlie  Dow  Jones 
industrial  average  in  1991— and  so  far 
are  still  zooming  ahead  in  1992. 


But  there  are  some  companies  that 
just  go  on  and  on.  With  the  help  of  the 
Museum  of  American  Financial  His- 
tory in  New  York  City,  Forbes  has 
identified  what  we  believe  to  be  the 
50  oldest  exchange-traded  firms 
founded  in  the  U.S.  (see  table,  oppo- 
site). All  date  back  before  1834,  either 
through  direct  descent  or  through 
merger,  and  are  listed  on  the  Nasdaq, 
the  New  York  Stock  Exchange  or  the 
American  Stock  Exchange. 

Besides  such  blue  chips  as  E.I.  du 
Pont  de  Nemours  &  Co.  and  McKes- 
son Corp.,  the  list  includes  smaller 
outfits  that  make  everything  fi-om 


\ 


pencils  to  steel. 

These  stock  market  elders  some- 
times behave  like  romping  young- 
sters. For  1991  these  50  oldest  com- 
panies were  up  a  remarkably  fiiskv 
40.3%,  versus  20.3%  for  the  Dow 
Jones  industrial  average  and  26.3%  for 
the  Standard  &  Poor's  500. 

It  is  usually  a  put- down  to  call  a 
company  "mature,"  but  these  firms 
wear  the  word  as  a  badge  of  honor. 
Most  have  reached  old  age  by  cease- 
lessly altering  and  renewing  their 
technologies  and  products  and  some- 
times, too,  their  capital  structures. 
Their  Geritol  is  change. 
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The  Valspar  Corp.  started  out  as 
Stimson  &  Valentine  Co.,  a  maker  of 
wood  varnish — a  variation  of  which 
the  firm  still  makes.  Building  on  that 
base,  Valspar  now  makes  the  micro- 
thin  coatings  on  coffee  cans  and  the 
weatherproof  resins  sprayed  onto  the 
exteriors  of  skyscrapers.  Earnings 
have  quadrupled  since  1982,  to  $2.53 
a  share  last  year — not  bad  for  a  186- 
year-old. 

Cooper  Industries  was  founded  in 
1833.  From  ketdes  and  hog  troughs, 
it  advanced  to  jteam -powered  farm 
tractors,  then  to  gas-engine  compres- 
sors. Today  it  makes  hand  tools,  min- 
ing equipment  and  electrical  machin- 
ery; earnings  have  grown  21%  a  year 
since  1983. 

Endless  evolution  does  have  its 
rough  patches,  as  Rogers  Corp.  and 
the  Dexter  Corp.  show.  Founded  in 
1832  as  a  paper  mill,  Rogers  made 
paperboard  to  supply  light,  cheap 
packaging  for  New  England's  textile 
firms.  In  the  early  1900s  Rogers  used 
its  expertise  in  rigid  paper  to  create 
insulation  board  for  electrical  trans- 


formers. In  the  1950s  it  began  mak- 
ing molded  circuits.  Today  Rogers 
makes  microwave  circuits  and  lami- 
nated connection  devices  for  comput- 
ers. Hurt  by  the  computer  slump, 
Rogers  lost  75  cents  a  share  last  year. 
But  the  firm  is  expanding  its  fast- 
growing  plastics  line,  including  intri- 
cate parts  for  automatic  teller  ma- 
chines, photocopiers  and  medical 
equipment. 

The  Dexter  Corp.,  the  nation's 
oldest  public  company,  began  in 
1 767  as  a  cloth  mill,  then  added  a  grist 
mill  and  a  feed  store.  By  the  1830s  it 
was  recycling  rope  into  wrapping  pa- 
per; at  that  time  the  firm  was  one  of 
the  first  conglomerates.  True  to  its 
heritage  in  paper  and  foods,  today 
Dexter  produces  tea  bags  and  meat 
casings,  but  also  robotically  applied 
automotive  gaskets  and  solder  for 
electronic  circuit  wiring.  Last  year, 
stung  by  the  recession.  Dexter  lost  29 
cents  a  share.  So  the  firm  is  changing 
again,  getting  out  of  sluggish  goods 
like  chemicals  for  water  treatment  and 
molded  window  fi-ames  and  empha- 


sizing such  hot  products  as  aerospace 
coatings  and  medical  fabrics. 

Lx)ngevity  must  not  be  mistaken  for 
immortality.  The  Penn  Central  Co., 
whose  roots  go  back  to  1846,  went 
bankrupt  in  1970;  more  than  120 
years  of  unbroken  dividends  were  no 
protection  against  poor  management 
and  changing  conditions.  Nor  did 
hoary  tradition  save  the  Bank  of  New 
England,  which  was  founded  in  1831, 
fi-om  celebrating  its  160th  anniversary 
by  going  into  receivership.  Last  July 
the  bank  was  bought  by  Fleet/Nor- 
star  Financial  Group,  Inc.,  which  it- 
self dates  back  to  1791  but  carefiilly 
avoided  the  excessive  commercial  real 
estate  lending  that  sank  the  Bank  of 
New  England. 

When  the  youngest  of  these  50 
oldest  companies  was  bom.  President 
Andrew  Jackson  had  just  killed  the 
Second  Bank  of  the  United  States, 
setting  off  runaway  inflation.  After 
nearly  160  years  of  turmoil,  these 
companies  are  living  retorts  to  the 
cliche  that  business  follows  a  predict- 
able life  cvcle.  ^ 


Golden  oldies 

Company 

Founded 

Business 

Company 

Founded 

Business 

Dexter  Corp 

1767 

specialty  materials 

Old  Stone  Corp 

1819 

banking 

Bowne&Co 

1775 

printing 

Society  for  Savings  Bankcorp  1819 

banking 

CoreStates  Financial 

1782^ 

banking 

Merrill  Lynch 

1820 

investment  banking 

Bank  of  Boston 

1784 

banking 

Vermont  Financial  Services 

1821 

banking 

Bank  of  New  York 

1784 

banking 

Con  Edison 

1823 

utility 

Fleet/Norstar  FinI  Group 

1791 

banking 

Chemical  Banking 

1824 

banking 

Cigna  Corp 

1792 

insurance 

Courier  Corp 

1824 

printing 

Shawmut  National 

1792 

banking 

Boston  Five  Bancorp 

1825 

banking 

State  Street  Boston 

1792 

banking 

KeyCorp 

1825 

banking 

Bird  Corp 

1795 

roofing  &  siding 

NBB  Bancorp 

1825 

banking 

Dixon  Ticonderoga . 

1795 

consumer  &  industrial  products 

CSX  Corp 

18272 

transportation 

Chase  Manhattan 

1799 

banking 

NESB  Corp 

1827 

banking 

Alex  Brown 

1800 

investment  banking 

Miners  National  Bank 

1828 

banking 

Washington  Trust  Bancorp 

1800 

banking 

SmithKline  Beecham 

1830 

pharmaceuticals 

El  du  Pont  de  Nemours 

1802 

chemicals 

Amoskeag  Co 

1831 

textiles,  transportation 

Midlantic  Corp 

1804 

banking 

Keystone  Heritage  Group 

1831 

banking 

m 

Colgate-Palmolive 

1806 

consumer  products 

Poughkeepsie  Savings  Bank 

1831 

banking 

Valspar  Corp 

1806 

coatings 

Belding  Heminway 

1832 

textiles 

Lukens  Inc 

1810 

steel,  safety  products 

Houghton  Mifflin 

1832 

publishing 

Citicorp 

1812 

banking 

Rogers  Corp 

1832 

electronics  materials 

Constellation  Bancorp 

1812 

banking 

Star  States 

1832 

banking 

First  Fidelity  Bancorp 

1812 

banking 

Brown  &  Sharpe  Mfg 

1833 

machine  tools 

Baltimore  Gas  &  Electric 

1816 

utility 

Cooper  Industries 

1833 

diversified  manufacturing 

Meritor  Savings  Bank 

1816 

banking 

McKesson  Corp 

1833 

pharmaceuticals 

Reliance  Group  Holdings 

1817 

insurance 

Reading  Co 

1833 

real  estate 

'Through  a  pooling-of-interests  merger  with  First  Pennsylvania  Bank.    'Ultimate  ancestor:  Balti 

'nore  &  Ohio  Rail  Road  Co. 

Sources:  Company  annual  reports  and  official  histories. 

Index  calculated  by  Bloomt)erg  Financial  Markets. 
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Modine  Manufacturing  is  an  old-fasliioned  midwestern 
company,  but  there  is  nothing  old-fashioned 
about  its  technology. 

Staying  focused 


By  Matt  Rees 

In  many  ways  Modine  Manufactur- 
ing Co.  is  your  quintessential  old- 
fashioned  midwestern  manufacturing 
business.  Situated  in  Racine,  Wis.,  it 
was  founded  in  1916  to  make  radia- 
tors for  the  then  newfangled  farm 
tractors.  Three-quarters  of  a  century 
later  Modine  still  counts  on  heat  ex- 
changers for  all  of  its  business.  Auto 
radiators  and  other  heat  exchange 
products  for  cars  made  by  such  manu- 
facturers as  GM  or  Toyota  contribute 
nearly  40%  of  its  revenues,  which  are 
likely  to  reach  $550  million  for  the 
fiscal  year  ending  Mar.  31,  1993. 

But  its  hot  product  today  is  a  part 
for  automobile  air  conditioners,  a 
business  in  which  Modine  is  and  long 
has  been  a  technological  leader.  Last 
year  it  spent  over  $7  million  on  re- 
search and  development — about  2% 
of  sales — a  big  sum  for  a  company  this 
size.  "We  have  to  be  a  lot  more 
focused  than  companies  that  are  100 
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times  bigger  than  us,"  muses  Chief 
Executive  Richard  Savage,  an  Ohio 
native  and  a  20 -year  Modine  veteran. 

Automobile  air  conditioners  have 
been  something  of  a  growth  business. 
A  decade  ago  only  67%  of  the  cars  sold 
in  the  U.S.  were  air-conditioned;  last 
year  87%  were.  Even  though  the  mar- 
ket is  getting  saturated,  Modine's 
technological  prowess  in  its  chosen 
field  will  stand  it  in  good  stead.  On 
Feb.  11  President  Bush  announced 
that  the  production  of  chlorofluoro- 
carbons  in  the  U.S.  would  end  by 
1995.  He  thus  moved  up  by  five  years 
a  date  agreed  to  at  an  international 
conference  in  Montreal  in  1987.  That 
set  off  a  flurry  of  activity  among  man- 
ufacturers of  automobile  air  condi- 
tioners, which  emit  about  25%  of  the 
CFCs  they  contain  into  the  air. 

In  producing  nonpoUuting  air  con- 
ditioners Modine  is,  again,  in  the 
vanguard.  The  key  to  Modine's  po- 


Modine 

Chief  Executive 
Richard  Savage 
Acod 
midwestern 
head  and  an 
automobile 
air«ondKioning 
product  that 
is  hot. 


tential  growth  is  its  design  for  the  part 
of  the  air  conditioner  called  the  con- 
denser. Modine's  condenser  cools  the 
refiigerant  more  efficiendy  than  con- 
ventional condensers  do,  thus  reduc- 
ing by  up  to  40%  the  amount  of 
refi-igerant,  and  consequendy  CFCs, 
required.  Modine's  condenser  also 
can  sustain  the  higher  pressure  of  new 
gases  that  contain  no  cpcs. 

The  Modine  condenser  is  already 
used  in  Honda  Civics,  and  Nissan 
plans  to  fit  it  into  some  of  its  new  cars 
later  this  year.  Modine  is  fighting 
Showa  Aluminum  and  several  Mitsu- 
bishi companies  at  the  U.S.  Interna- 
tional Trade  Commission  and  in  Wis- 
consin District  Court.  Modine  claims 
that  Showa's  condensers,  fitted  to 
Mitsubishi  3000  gts  and  Diamantes, 
infringe  on  its  patent.  Although  the 
defendants  in  the  case  shout  "protec- 
tionism," Modine  would  seem  to 
have  a  good  case.  At  least  it  picked  up 
some  520  million  in  two  other  patent 
suits  last  year  against  the  Allen  Group 
and  Valeo. 

Modine  does  not  have  the  en\iron- 
mentally  fiiendly  auto  air-condition- 
ing business  to  itself.  Last  August 
Mercedes-Benz  introduced  a  Ger- 
man-made CFC-ft"ee  car  air  condition- 
er fi-om  Behr  in  the  U.S.,  and  Saab 
plans  its  own  launch  later  this  year. 
Ford  entered  the  fray  in  March. 

But  you  can  be  sure  that  Modine — 
which  currenth'  makes  replacement 
air  conditioner  parts  for  such  carmak- 
ers as  Chnsler  and  Toyota — will  at 
least  maintain  its  market  share.  Like 
all  suppliers  of  auto  parts,  Modine  has 
suffered  as  the  recession  cut  into  its 
core  radiator  business.  Da\id  Garrit\-, 
auto  analyst  at  McDonald  &  Co., 
estimates  earnings  for  the  fiscal  year  to 
Mar.  31  will  come  in  at  $1.78.  That's 
down  26  cents  ft-om  fiscal  1991  (al- 
though that  year's  profits  included  an 
extraordinary-  gain  fi-om  the  patent 
suit  settlements).  In  the  next  fiscal 
>ear  Garrit>-  forecasts  earnings  will 
rebound  to  $2.20  a  share  for  the 
Nasdaq  listed  stock. 

Beyond  that,  he  believes  that  with 
Modine's  own  capacity'  and  the  p>o- 
tcntial  for  licensing  agreements  with 
other  manufacturers,  its  condenser 
sales  could  increase  fr<,)m  S4S  million 
last  year  to  SI 50  million  by  1995. 

Not  bad  for  a  Rust  Belt  company  in 
a  tough  business.  ^ 
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DOES  YOUR  INVESTMENT  BANKER 
SHARE  YOUR  VISION? 


Seeing  is  believing. 

And  believing  in  your  investment  banker 
means  seeing  results.  Not  just  from  time  to  time. 
But  time  and  time  again.      PBl^H^^^B. 

Furman  Selz  gets  results  by  sharing  your  vision. 
From  concept  to  closing.  Is  this  the  right  time  to 
tap  into  the  capital  markets?  Would  it  be  wise  to 
consider  an  acquisition?  Furman  Selz  has  the 
expertise  you  need  to  make  the  big  decisions.  ^^ 
And  the  clout  to  make  things  happen. 


From  the  media  business  to  automotive,  from 
healthcare  to  shipping,  Furman  Selz  has  earned  a 
reputation  as  an  outstanding  investment  banker. 
It's  a  Xerox  Financial  Services  Company  with  a 
long-term  commitment  to  your  success. 

And  that's  a  smart  way  to  do  business. 

No  matter  how  you  look  at  it. 

If  you'd  like  to  find  out  how  wc  can  improve  the 

■itlook  of  your  business,  write  Furman  Selz, 
(3  Park  Avenue,  New  York,  NY  10169. 


Just  because  you  need  to  drive  a  wagon 
doesn't  mean  you  can't  still  have  an  Accord. 

It's  a  car  designed  for  the  demanding 
driver.  In  fact,  unless  you  take  a  look  in  the 
rearview  mirror,  you  won't  know  you're  in  a 
wagon.  The  strong  140-horsepower,  2.2  liter, 
16-valve  fuel-injected  engine  can  handle 
almost  any  situation,  from  climbing  a  steep 
hill  to  passing  a  slowpoke  on  the  highway 


No  matter  what  obstacles  you  encount  ^^^^^ 
the  double  wishbone  suspension  system,  tl  '^^^^^^^ 
anti-lock  brakes  (ABS),  the  all-season  tires^^^^' 
and  front  and  rear  stabilizer  bars  combine  .  M^^ 
help  smooth  the  bumps  along  the  way       f  l^^''^* 

Just  ease  into  the  large,  comfortable  se;i  ^'^^ 
and  discover  the  magic  of  thinking  big.  RehlB)'^^ 
There's  plenty  of  headroom  and  legroom.    N^^^ 

You'll  find  all  the  amenities  you  would  ini  to '' 


The  reasons  to  drive  aii( 
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lect  in  an  Accord.  Like  air  conditioning, 
ower  moonroof,  a  High-Power  AM/FM 
firelreo  cassette,  cruise  control,  an  adjustable 
ine  tering  column,  power  door  locks,  mirrors 

d  windows.  And  of  course,  the  driver's 
se  e  airbag  Supplemental  Restraint  System 
iel  ^)  is  also  standard  equipment. 

Now  suppose  you  have  baggage  you 
int  to  load.  Or  unload.  Its  simple  with  a 


remote  entry  system,  an  extra-wide  tailgate 
and  split  60/40  fold-down  rear  seatback.  So 
your  favorite  antique  coat  rack  and  matching 
umbrella  stand,  for  instance,  will  fit  right  in. 

Who  knows,  after  driving  this  Accord, 
maybe  everyone  will  want  a  wagon. 
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When  stock  markets  go  up,  people  find  ingenious 
explanations  for  why  they  should  keep  going  up. 
How  come  they  rarely  find  reasons  to  buy  when 
stocks  are  really  cheap? 

The  crazy  things 
people  say  to 
rationalize 


140 


Sources:  Standard  &  Poor's;  Forbes. 
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By  William  Baldwin 

Unless  you  want  to  hear  him  sput- 
ter, don't  tell  this  to  any  diehard 
efficient-market  theorist,  but  we 
would  like  to  advance  the  proposition 
that  the  stock  market  is  not  rational. 
Rather,  it,  or  a  large  part  of  it,  is 
Vfrequendy  stark  raving  mad. 
*  This  is  one  ofthose  times.  We  are  in 
the  midst  of  a  speculative  buying  pan- 
ic. Equities  are  $800  billion  over- 
priced. Sometime  between  now  and 
the  end  of  the  century,  today's  avid 
stock  buyers  will  wake  up  very  disap- 
pointed. All  their  rationalizations  and 
justifications  of  the  early  1990s  will 
look  silly.  The  rationalizations  and 
justifications  are  always  like  this:  They 
sound  sensible  at  the  time  they  are 
made  but  end  up  sounding  silly. 

This  article  includes  statistics  and 
charts  in  support  of  this  market-is- 
nuts-right-now  theory.  Before  we  get 
to  them,  let  us  consider  three  purely 
anecdotal  pieces  of  evidence  about 
the  state  of  investors'  psychology. 

The  first  is  that  New  York  City's 
taxpayers  recendy  made  themselves 
$1  billion  richer,  on  paper,  by  declar- 
ing that  they  would  invest  more  of 
their  money  in  stocks.  In  the  fall  of 
1990    Cit>''  Comptroller    Elizabedi 


Holtzman  persuaded  trustees  for  the 
teachers'  retirement  fiind  to  switch 
fi-om  100%  bonds  to  50%  bonds  and 
50%  stocks. 

How  did  this  make  taxpayers  rich- 
er? Since  it  is  taken  for  granted  among 
actuarial  scientists  that  stocks  deliver 
better  returns  than  bonds,  the  intend- 
ed switch  enabled  the  trustees  to  im- 
mediately raise  the  assumed  fiiture 
return  on  the  portfolio  fi-om  8V4%  to 
9%.  The  higher  assumption  made  the 
pension  liabilities  look  smaller  when 
translated  into  today's  dollars.  The 
resulting  $1  billion  shot  in  the  arm 
made  possible  a  nice  raise  for  teachers 
that  seemingly  didn't  cost  anything. 

Note  that  the  transaction  did  not 
put  any  $  1  billion  into  the  cit)''s  cof- 
fers. In  fact,  the  city  is  still  in  the 
process  of  gradually  selling  bonds  and 
buying  stocks,  so  it  didn't  make  much 
off  last  year's  rally.  Rather,  what  hap- 
pened is  that  the  mere  impulse  to  buy 
stocks — at  today's  lavish  prices — 
made  the  city  feel  richer.  It  is  reminis- 
cent of  the  theory,  advanced  by  finan- 
cier John  J.  Raskob  with  exquisitely 
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bad  timing  in  June 
1929,  that  every  work- 
ing man  could  make 
himself  rich  by  buying 
stocks  (see  box,  p.  150). 
The  second  item  concerns 
what  might  be  called  the  Z-7 
indicator.  The  Z-7  Fund,  run  by 
one  Barry  Ziskin,  is  a  smallish 
closed-end  with  an  extraordinarily 
bad  performance  record.  Ziskin's 
stated  aim  is  to  beat  Standard  & 
Poor's  500  index,  but  his  portfolio 
has  drifi:ed  off  into  small-capitaliza- 
tion stocks  in  Britain  and  dehvered  a 
5.6%  compound  annual  return  over 
the  five  years  through  last  December, 
to  the  S&P  500's  15.3%.  If  the  market 
were  cool  and  rational,  this  overhead- 
burdened  (expense  ratio,  3.4%)  fimd 
would  trade  at  a  fat  discount  to  net 
asset  value.  The  bull  market,  however, 
has  sent  shares  in  Z-7  to  an  18% 
premium  above  net  assets.  As  a  ba- 
rometer of  lunacy,  the  Z-7  indicator  is 
off  the  scale. 

Our  third  item  is  the  Advice  to 
Young  People  indicator.  Open  just 
about  any  financial  publication,  listen 
to  just  about  any  financial  planner, 
and  if  the  subject  is  what  long-term 
investors  should  do  v\ith  their  money, 
the  advice  is:  Buy  stocks.  Thus:  "Why 
It's  Risk)'  Not  to  Invest  More  in 
Stocks"  ( Wall  Street  Journal,  Feb. 
II,  1992);  "Today,  only  stocks  offer 
you  an  excellent  shot  at  double-digit 
returns.  And  even  with  the  market  at 
record  highs,  you  don't  ha\e  to  take 
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big  chances"  {Money^  March  1992). 

The  problem  is  not  the  advice,  but 
the  timing.  Where  were  the  financial 
sages  when  stocks  were  cheap,  just 
over  a  decade  ago?  Back  then  scarcely 
anyone  could  be  heard  espousing  the 
theory  that  stocks  are  the  best  long- 
term  investment.  Stocks  were 
thought  boring.  Nobody  much  want- 
ed them.  Institutional  investors  pre- 
ferred junk  bonds. 

But  in  1992,  with  the  market  up  a 
staggering  300%  fi-om  the  summer  of 
1979,  people  seem  to  think  stocks  are 
the  only  place  to  be.  What's  going  on 
here?  "People  are  remarkably  sensi- 
tive to  recent  history,"  says  Richard 
Cohn,  a  finance  professor  at  the  Uni- 
versity of  Hartford.  "The  early  1980s 
were  at  the  end  of  a  long  era  when 
stocks  had  done  very  poorly.  Business 
Week  had  a  cover  story  on  the  death  of 
equities." 

By  contrast  with  the  1970s,  the 
1980s  were  a  period  when  stocks  did 
extremely  well.  Just  as  a  decade  ago 
most  people  thought  the  1980s 
would  be  like  the  1970s,  so  today  they 
seem  to  think  the  1990s  will  be  like 
the  1980s. 

So  our  third  indicator  works  as 
follows:  When  the  wisdom  of  buying 
stocks  is  universally  accepted,  stocks 
are  expensive. 

Are  we  saying  a  crash  is  imminent? 
No,  but  we  are  saying  that  people  just 
getting  into  the  market  today  with 
their  retirement  savings  stand  an  un- 
usually high  chance  of  doing  worse 
than  they  would  do  in  something 
safer,  like  short-term  bonds. 

It  could  be  even  worse  for  them. 
For  investors  whose  memories  do  not 
go  back  a  long  time,  the  table  at  right 
will  be  instmctive.  This  is  an  assort- 
ment of  mutual  funds  that  lost  at  least 
40%  of  their  shareholders'  money 
during  the  bear  market  of  1973-74. 
Hventually  the  funds  came  back.  But 
how  many  investors  waited  around  to 
find  out? 

Charles  Allmon,  one  of  the  few 
fund  managers  who's  bearish  today, 
was  running  only  a  few  private  ac- 
counts at  the  time.  "I  was  buying 
stocks  in  Hebruar\'  and  March  of  1974 
at  6  to  7  times  earnings  and  1  times 
book  value,  and  I  thought  I  was  being 
real  smart,"  he  recalls.  "By  December 
1974  they  wore  selling  at  2  to  4  times 
earnings  and  40%  ol'ho.il:  \  i!n<-  You 


Stocks  are 
scarce?  They  sure 
don't  have  to 
stay  that  way.  A 
few  years  ago 
corporations  were 
retiring  equity  in 
mergers  and  buy- 
backs.  But  now, 
with  prices  higher, 
corporations  are 
dumping  equity 
back  on  the 
market. 


Equity  creation 
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Net  stock  issuance* 
divided  by  market  value 
of  all  stocks  outstanding 


75 


*  Equity  issues  less  requirements  in  corporate  buy-backs, 
mergers  and  debt-for-eqijity  exchanges. 


Source:  Salomon  Brothers 


couldn't  give  them  away."  Markets 
always  go  to  extremes,  both  on  the 
upside  and  the  downside. 

In  August  1979,  at  the  time  the 
death  of  equities  was  announced, 
stocks  were  trading  at  8  times  earn- 
ings. Now  they  are  going  for  twice 
that,  17  times  earnings.  Yet  people 
can't  get  enough  of  them.  Net  sales  of 
equity  fiinds  are  running  $7  billion  a 
month.  This  is  not  quite  a  17th- 
century  tulip  bulb  buying  mania,  of 
the  sort  described  in  Charles  Mac- 
kay's  1841  classic.  Memoirs  of  Ex- 
traordinary Delusions  and  the  Mad- 
ness of  Crowds.  But  there's  a  lot  of 
buying  going  on  by  people  who  shied 
away  from  the  market  at  much  lower 
prices.  What  are  all  the  Johnny-come- 
lately  buyers  saying  to  themselves? 
There  must  be  some  kind  of  rational- 
ization going  on.  Let's  look  at  seven 


Bear  market  memories 

Fund 

Cumulative 

return' 

12/72-12/74 

American  General  Venture 

-64% 

Fidelity  Magellan 

-59 

44  Wall  Street 

-75 

Keystone  Custodian  S-4 

-67 

Manhattan 

-56 

Mathers 

-56 

Nicholas 

-69 

Pennsylvania  Mutual 

-72 

T  Rowe  Price  New  Horizons 

-64 

Scudder  Development 

-71 

20th  Century  Growth 

^6 

Vanguard  Explorer 

-52 

S&P  500 

-37 

'Total  return,  t>efore  sales  loads. 

Sources:  CDA/Wiesenberger;  funds. 

popular  delusions. 

If  interest  rates  £0  down,  stocks  have 
to £10  up.  You  could  call  this  the  Mod- 
ern Law  of  Stock  Prices.  The  law  has 
driven  the  stock  market  along  for  a 
solid  15  years:  When  rates  were  high 
in  the  early  1980s,  stocks  were  low; 
when  rates  fell  in  1982,  stocks  went 
up;  when  the  discount  rate  was  cut  last 
December,  the  market  boomed. 
Commentators  explained  that  stocks 
had  to  go  up  because  savers  were 
pulling  their  money  out  of  4%  sa\ings 
accounts  and  looking  for  something 
better. 

But  why  should  this  relationship  be 
so?  The  principal  exidence  that  the 
law  makes  sense  is  that  this  is  the  way 
the  stock  market  has  worked  for  the 
past  15  years. 

Here's  our  explanation  of  what  is 
going  on:  For  the  past  15  years,  the 
stock  market  has  been  utterly  irratio- 
nal. Anyone  who  bet  against  it  would 
have  cleaned  up.  He  would  have  been 
buying  low  in  1979,  when  high  inter- 
est rates  dictated  that  stocks  should  be 
dumped,  and  he  would  be  selling  high 

Perhaps  today's  enthusiastic 
fund  investors  don't  know 
or  don't  remember  what 
happened  to  the  more 
speculative  mutual  funds 
in  the  savage  bear  market  of 
1973-74.  Here's  a  sampling 
of  the  damage.  Note:  Some 
of  these  funds  have  changed 
hands  since;  Mattiers'  manager, 
for  one,  is  heavily  in  cash 
and  would  prot»at>ly  be  tickled 
to  see  a  market  crash  starting 
tomorrow. 
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When  stock 
prices  are  hi^, 
new  issues  come 
out  of  the 
wooftwortcThe 
nuwfcet  reached  a 
mini-peak  in 
mid-1983,  and  a 
bigger  top  in 
1987.  Today's 
explosion  in  initial 
public  offerings 
is  a  bad  sign. 
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'  Fnt  quarter  mmutluai.  Source:  Seanbes  Data  Co. 


today,  as  low  interest  rates  tempt  lem- 
mings into  mutual  funds. 

The  supporters  of  the  interest-rate 
theorv'  connect  interest  rates  and 
stock  prices  in  the  following  fashion. 
A  share  of  stock  represents  the  dis- 
counted present  value  of  fiiture  di\i- 
dends  that  will  accrue  to  its  owner.  If 
interest  rates  are  high,  the  discount  is 
deep  and  fiiture  di\idends  aren't 
worth  ver\-  much .  As  rates  decline,  the 
di\idend  stream  becomes  more  valu- 
able, just  as  a  bond  becomes  more 
valuable. 

It  was  just  such  logic  that  led  For- 
tune magazine  to  publish  in  October 
'  1974,  almost  perfecdy  coinciding 
with  a  market  h>ottom,  an  article  enti- 
ded  "A  Case  for  Gloom  About 
Stocks."  Inflation  was  going  up,  and 
along  with  it  interest  rates,  the  article 
said,  making  the  discounted  di%idend 
stream  worth  less. 

Five  years  later,  two  economists, 
Richard  Cohn  and  MIT  Professor 
Franco  Modigliani  (who  has  since 
won  a  Nobel  for  other  work),  pro- 
pounded a  theorv'  that  said  Wall  Street 
was  making  a  computing  error  with  its 
dividend  discount  model.  The  right 
discount  rate  isn't  the  rate  on  bonds, 
they  said;  it  should  be  a  rra/ discount 
rate,  equal  to  bond  rates  minus  ex- 
p>ected  inflation.  Thus,  a  3%  jump  in 
inflation  accompanied  by  a  hke  jump 
in  bond  rates  should  have  no  effect  on 
stock  prices.  The  higher  discount  rate 
would  be  neady  offtet  by  an  inflation 
in  corporate  assets,  earning  power 
and  dividends.  If  investors  would  only 
come  to  their  senses,  they  said,  stocks 
would  move  much  higher. 

The  i\Iodigliani-Cohn  theon-  was 
met  with  a  shrug  on  Wall  Street, 


where  stocks  continued  to  trade  at 
historically  low  multiples  of  earnings, 
and  with  scorn  in  academia.  The  pre- 
\  ailing  theon,'  among  academics  was 
that  the  market  is  at  all  times  rational, 
so  Modigliani  and  Cohn  must  be 
overlooking  something. 

Events  vindicated  Modigliani  and 
Cohn's  early  bullishness.  But  their 
theon'  is  still  ignored.  The  recent 
decline  in  inflation,  accompanied  by  a 
decline  in  interest  rates,  has  driven  the 
stock  market  still  higher.  Yet  by  the 
Cohn-Modigliani  theorv'  this  is  no 
reason  at  all  for  stocks  to  move  higher, 
since  the  lower  interest  rates  have 
been  accompanied  by  a  lower  rate  of 
inflation.  Real  interest  rates  haven't 
moved  much  at  all,  certainly  not 
enough  to  justifv'  a  huge  increase  in 
stock  valuations. 

Believers   in   the   cormection   be- 


Bear  market  warnings 

Fund                                       Weighted 

Fortxjs 

average 

bear 

91V 

market 

rating 

Berger  One  Hundred                       33 

D 

Financial  Dynamics                        33 

D 

Hartwell  Emerging  Growth               41 

F 

IDS  Discovery                                 33 

D 

IDS  Growth                                    31 

D 

Keystone  Custodian  S-4                  32 

F 

Mass  Finl  ErT>efging  Growth              33 

D 

Scudder  Development                     31 

D 

20th  Century  Ultra  Investors            35 

F 

USAA  Mutual-Aggressive  Growth    31 

D 

'AsotMar  31 

Sources,  khmingstar:  Fortja. 

Funds  like  these  would  probably  suffer 
the  most  in  a  bear  market. 


tween  nominal  interest  rates  and 
stock  prices  also  want  to  believe  that  a 
cut  in  the  federal  discount  rate  is 
bullish  for  the  economy.  It  might  be, 
in  the  ven,-  short  term.  But  over  the 
long  term  that  investors  should  be 
thinking  ah>out.'  It's  doubthil  that  in- 
flating the  money  supph'  makes  own- 
ers of  capital  better  off. 

If  you  want  to  think  in  real  terms, 
look  at  the  graph  on  pages  140-141. 
In  it  we  have  taken  66  years  of  corpo- 
rate earnings  scaled  to  the  S&P  500 
index,  converted  them  into  today's 
dollars  and  plotted  five-year  average 
results  against  stock  prices,  also  in 
1992  dollars.  The  normal  price/earn- 
ings ratio  over  this  period  has  been 
14.  Today's  ratio  of  not  quite  18  is 
considerably  above  the  norm. 

What  has  Professor  Cohn  been  do- 
ing lately?  Shrinking  his  stock  hold- 
ings and  adding  to  cash.  He  says,  'T 
hear  people  say,  T'm  not  happy  with 
the  3WX>  I'm  getting  at  the  bank,  so 
I'm  going  to  buy  stocks.'  I  tell  them 
that  3 ¥2%  is  better  than  a  negative 
return." 

Stocks  are  scarce.  This  m\th  would 
scarcely  be  worth  puncturing  were  it 
not  for  the  credentials  of  some  of  its 
proponents.  One  of  them  is  mutual 
fund  great  lohn  Templeton. 

Scarcer  All  you  need  to  create  more 
stocks  is  a  printing  press.  The  storv'  on 
page  151  recounts  some  of  the  new 
issue  absurdities  in  the  biotechnology 
business.  For  further  evidence  of  how 
elastic  the  supply  of  stocks  is,  review 
the  graphs  of  net  stcKk  issuance  (p. 
142)  and  new  issue  volume  (above). 

New  issue  manias  go  way  back. 
Economist  Charles  Kindleberger 
identifies  a  few  in  his  book  Manias, 
Panics  and  Crasfyes.  There  w  as  a  new 
issues  boom  in  Britain  that  staned  in 
1688  and  ended  in  the  South  Sea 
Bubble  of  1720.  The  U.S.'  new  issue 
boom  of  1928  ended  painfiilly  the 
next  year.  Investors  who  participated 
in  the  technologv'  issue  bcK^mlet  of 
1983  also  suffered  sharp  losses. 

Prosperity  is  around  the  comer.  This 
fallacv  goes  as  follows:  If  stocks  are 
high  in  relation  to  past  earnings,  then 
look  at  fiiture  earnings  instead.  A 
bullish  report  ft-om  Ray  Dirks  Re- 
search on  Carrington  Laboratories 
talks  about  the  company's  discovers' 
of  the  active  ingredient  in  aloe  vera. 
This  discover)-  has  remarkable  poten 
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The  next  Amgen?  Or  the  next  Eagle  Computer? 

Company/business 


Alkermes/R&D  neuropharmaceuticals 

Alpha  1  Biomedicals/immune  sys  drugs 

American  Biogenetic  Sciences/monoclonal  antibodies 

Aphton/R&D  heath  care  prods 

Atrix  Lajjoratories/drug  delivery  sys 

Ballard  Medical  Prods/disposable  medical  prods 
Belmac/drug  R&D 

Bio-Technology  General/health  care  prods 
Biomedical  Dynamics/medical  instruments,  supplies 
CCC  Franchising/venture  capital 

Carrington  Labs/drugs 

Celgene/dev  specialty  chemicals 

Chantal  Pharmaceutical/drug  R&D 

Compression  Labs/video  teleconferencing  systems 

Copy  Tele/computer  display  boards 

Critical  Care  America/home  infusion  therapy 
Cryomedical  Sciences/synthetic  blood 
CytRx/drug  research 
Danek  Group/spinal  implants 
Dynagen/diagnostic  &  therapeutic  prods 

Gensia  Pharmaceuticals/cardiovascular  drugs 
Gentex/auto  mirrors,  electronics 
Greenwich  Pharmaceuticals/anti-infiammatory  R&D 
Gull  Laboratories/medical  diagnostic  kits 
IGl/animal  health  prods 

IVAX/diagnostic  prods 

ImClone  Systems/R&D  biopharmaceuticals 

International  Game  Technology/arcade  video  games 

Lifeway  Foods/dairy  prods 

Medco  Research/cardiovascular  drugs 

Medstat  Systems/software  for  health  care  ind 
Molecular  Biosystems/diagnostic  imaging  prods 
Neurogen/R&D  neurological  prods 
Noven  Pharmaceuticals/drugs 
Oncor/RNA  and  DNA  research 

Parametric  Technology/mechanical  design  software 
PictureTel/visual  telecom  sys 
Platinum  Technology/educational  software 
Polydex  Pharmaceuticals/animal  health  prods 
Presstek/printing  technology 

REN  Corp-USA/outpatient  dialysis 

Roberts  Pharmaceutical/drugs  for  cancer  and  asthma 

Summit  Technology/medical  lasers 

Surgical  Care  Affiliates/outpatient  surgery 

Synetic/plastic  filtration  prods 

United-Guardian/chemicals,  drugs 
University  Patents/patent  licensing 
Valley  Forge  Scientific/microsurgery  prods 
Video  Lottery  Technologies/video  gaming  equip 
Wellfleet  Communications/computer  network  equip 


NM:  Not  meaningful. 

Sources:  Media  General  via  Lotus  One  Source;  Bloomberg  Financial  Markets. 
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tial  to  relieve  suffering  by  cats  and 
dogs,  the  report  says,  conceding  that 
the  stock  was  at  135  times  earnings. 
Not  to  worry.  It  was  trading  at  a  mere 
12  times  1994  earnings. 

What  if  the  fiiture  earnings  don't 
materialize?  In  a  really  bullish  market 
that's  no  problem.  Last  August  a 
Shearson  analyst  said  Compression 
Labs  at  $18  was  cheap,  a  mere  33 
times  the  55  cents  a  share  it  was  going 
to  earn  in  1991 .  The  company's  earn- 
ings turned  out  to  be  minus  $1.55. 
Don't  give  it  a  thought,  says  another 
analyst,  this  one  from  Piper,  Jaffray  & 
Hopwood,  in  a  February  1992  report. 
Compression's  loss  was  from  a  write- 
off, and  writeoffs  don't  matter.  The 
Piper  analyst  says  the  stock  (now  at 
22  )  is  cheap  against  1993  earnings. 

Kemper  Securities  recommended 
Medco  Research  a  year  ago  at  SVi. 
The  case  for  tne  drug  firm:  It  was 
going  to  earn  50  cents  a  share  in  fiscal 
1991  and  $2.95  in  1992.  Actual  1991 
earnings  came  in  at  7  cents.  The 
analyst  looks  smart  anyway.  The  stock 
has  doubled  to  17 Vs.  It's  now  trading 
at  156  times  trailing  earnings. 

Okay,  you  say,  the  technology 
stocks  are  a  little  effervescent.  What  of 
the  overall  market?  At  a  recent  406, 
Standard  &  Poor's  500  index  looks 
not  out  of  line  with  earnings  projec- 
tions. Analyst  forecasts  for  S&P  500 
companies,  compiled  by  the  Institu- 
tional Brokers  Estimate  System,  put 
1993  earnings  for  the  index  at  $32. 
That  gives  the  market  a  forward  p/e 
ratio  of  13.  Looks  cheap. 

Before  you  put  in  any  buy  orders, 
consider  this:  In  mid- 1990,  IBES  star- 
gazers  had  S&P  500  earnings  coming 
in  at  $31  in  1991.  Actual  1991:  only 
$16.  Analysts  are  habitually  optimis- 

There  will  be  a  few  winners 
among  these  high-P/E  stocks, 
but  also  a  lot  of  losers. 
As  a  group,  they  look  very 
overpriced.  Imagina  that  you 
bought  the  lot,  and  merged  them 
into  a  conglomerate  called 
Growth  Inc.  Growth  Inc.  has 
a  market  value  of  $16  billion — 
but  earnings  of  only  $63  million, 
shareholders'  equity  of 
$1.2  billion  and  sales  of  only 
$1.5  billion.  Not  exactly 
a  Graham  and  DocM  bargain. 
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TWLUCASflm  THX  SOUNDSYSTDITH/irOVBaiVHBMSYOUArTWNOVES 
tSNOWRECREArDFORHOREMTMAnSETTMGS. 


The  Lucasfilm  THX  System, 
designed  for  the  cinema,  faithfully 
reproduces  a  film's  original 
soundtrack,  with  the  quality  and 
realism  that  the  director  intended 
audiences  to  hear 

Technics  has  recreated  this 


sound  system  for  more  familiar 
surroundings.  Like  your  home. 


whisper  tickle  the  hair  on  the  back 
of  your  neck. . . .  It's  only  a  movie, 


So  the  sound  of 
footsteps  follows  the 
actors  on  the  screen. 
And  you  almost  feel 
the  warm  breath  of  a 


Teclmics 


I  U  C  A  S  F  I  I  M 


L  jcisfim  THX  s  a  registered  trademark  erf  LucasArts  Emertanment  Company 

ii*%  •  &  c  1975  [Jnncn^  Pcnxes  Avateble  on  video  cassette  br  MCAAJrevcn^  Home  VOeo 


but  you'll  still  turn  around 
;ust  to  be  sure. 

To  reach  an  authorized 
Technics  Home  THX  dealer, 
call  I-800-365-I5I5.  ext.  222. 
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made  one  small  change. 


ategic  planning,  to  systems  integration,  to  network 
inagcment  and  user  training. 

We  can  also  provide  total  hardware,  software 
d  network  availability  services,  not  only  hv  fixing 
ablems,  but  by  anticipating  them  before  they  occur. 

If  youVe  streamlining  data  centers,  we  won't 
it  give  you  a  hand,  we  can  take  them  off  your  hands, 
ir  ISSC  subsidiary  (which  specializes  in  outsourcing 
d  business  recovery)  is  now  managing  several  cus- 
Tiers'  data  centers,  lock,  stock  and  barrel. 

Or,  if  you're  cutting  costs  selectively,  we  can 
ndle  many  functions  for  you  more  cheaply  than  you 


can  do  them  in-house.  saving  you  headaches,  too. 

But  its  not  just  what  you  save,  its  what  you 
gain.  And  that's  whv  IBM  services  exist — to  keep  vour 
systems  (and  the  people^  who  use  them)  at  their  best 
all  the  time,  iechnologv  mav  be  vour  most  critical 
investment,  and  well  help  vou  make  the  most  of  it. 

No  one  else  has  IBMs  kind  of  depth 
or  IBM's  kind  of  people,  which  makes  us  an  ideal 
services  choice.  To  learFi  more  about  how  we  can 
help  vou,  call  for  our  detailed         —  —    — -(» 

services  brochure.  The  number  is    E     ~— ^  ^UZ 
1  800  IBM-6676, ext.  760.  ====  "  = 
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Hopes  and  reality 

1992  dollars 
$35 

Analysts'  hopes' 


10 


0 


'  Consensus  forecasts  for  companies  in  S&P  500  index  before  writeoffs;  based 
on  analysts'  estimates  made  18  months  before  end  of  year  in  question.  ^As  of 
March  1992  .  ^Actual  earnings  of  S&P  500  after  writeoffs. 


Allow  for  overop- 
timism  from  the  an- 
alysts. The  upper 
line  shows  fore- 
casts of  S&P  500 
operating  earnings 
made  each  July 
for  the  following 
calendar  year. 
The  lower  line 
shows  the  net  in- 
come delivered,  af- 
ter writeoffs. 


■82      '83      '84      '85      '86 


■87      '88      '89     '90      '91      '92      '93 
Source:  Institutional  Brokers  Estimate  System 


tic,  and,  a  la  Compression  Labs,  they 
ignore  writeoffs,  which  came  to  S4.70 
for  the  index  last  year.  The  chart 
above  shows  the  gap  between  fore- 
casts and  reality.  In  short,  don't  bet 
your  bottom  dollar  on  what  analysts 
think  might  happen  next  year  or  the 
year  after. 

It's  different  this  time.  If  historical 
relationships  don't  justify  stock 
prices,  the  bulls  will  argue  that  the 
world  has  changed.  In  the  1920s, 
stock  buyers  said  that  the  U.S.  had 
reached  a  new  level  of  permanent 
prosperit)%  so  the  old  rules  about 
investing  were  irrelevant.  In  the  late 
1960s,  investors  refined  their  formu- 
las to  allow  for  the  government's  new 
ability  to  fine-tune  the  economy  and 
eliminate  recessions.  Before  the  mar- 
ket crashed  in  1987,  some  of  the  sages 
were  predicting  a  wave  of  Japanese 
buying  of  U.S.  equities  that  would 
drive  the  U.S.  market  to  Japanese- 
level  price/earnings  ratios. 

In  a  late  bull  market,  hope  triumphs 
over  experience.  Thus,  William  J. 
O'Neil,  a  vendor  of  investment  data 
and  founder  of  Investor's  Business 
Daily,  is  once  again  in  the  fiand  busi- 
ness, as  of  March.  His  New  USA  Fund 
took  in  $30  million  in  the  first  week. 
No  question,  this  guy  has  a  knack  for 
hopping  on  go-go  stocks  when  they 
are  going;  sizzlcrs  he  recommended 
to  clients  last  year  included  Home 
Depot,  Microsoft  and  Amgen.  But 
look  at  what  happened  the  last  time 
O'Neil  was  in  the  hand  business.  The 
O'Neil  Fund  was  at  the  top  t)f  the 
charts  for  1967,  with  a  1 16%  return. 
But  there  was  scared)'  an\  public 
money  in  the  fund  to  enjoy  this  re- 
turn, since  the  fund  started  the  year 


with  less  than  $1  million  in  assets.  By 
year-end  1968,  assets  had  climbed  to 
S49  million.  The  ftind  then  tanked, 
losing  49%  over  the  next  two  years. 
For  the  four  years  through  1970,  the 
roller-coaster  ended  not  far  from 
where  it  started,  yet  O'Neil  lost  many 
more  millions  of  dollars  for  ftmd  cus- 
tomers than  he  made.  He  sold  control 
of  the  shrunken  ftind  in  1975. 

It's  different  this  time,  he  says. 
Now  he's  more  equipped  to  deal  with 
bear  markets. 

It  looks  £ood  from  here.  Or,  the 
delusion  of  selective  memory.  Look- 
ing backward,  it's  much  easier  to  see 
and  remember  good  events  than  bad 
events.  Amgen,  a  new  issue  from  June 
1983,  went  up  1 ,900%  and  is  turning 
into  a  billion -dollar  drug  company. 
Eagle  Computer,  a  bigger  new  issue 
from  the  same  month,  went  bust  and 
is  long  forgotten.  An  investor  con- 
templating the  odds  in  technology 
imesting  is  much  more  likely  to  think 
of  Amgen  than  Eagle.  Yet  the  two 
case  histories  are  equally  important. 


Backward  viewing  can  play  statisti- 
cal tricks  on  the  naive.  A  recent  news- 
paper article  burbles  that  small  inves- 
tors stand  a  good  chance  of  beating 
the  pros.  Why,  look  at  the  perfor- 
mance of  the  most  popular  stocks  in 
U.S.  investment  dubs,  the  article  said: 
Wal-Mart,  up  95%  last  year;  Aflac,  up 
59%;  Merck,  up  89%.  It  turns  out  that 
"most  popular"  is  defined  by  the 
value  of  holdings  at  the  end  of  1 99 1 — 
and  of  course  hot  stocks  have  the  best 
chance  of  turning  into  big  holdings  at 
the  end  of  the  year. 

We  asked  the  National  Association 
of  Investment  Clubs  for  its  popularitv' 
ranking  for  year-end  1983,  the  earli- 
est published.  The  far  and  away  larg- 
est holding  was  IBM,  a  rare  stock  that 
has  managed  to  go  down  since  then  in 
a  market  that  has  more  than  doubled. 

The  market  may  be  hi^h,  but  selected 
stocks  will  do  well.  As  the  gambling 
addict  depletes  his  paycheck  at  the 
racetrack,  he  says  to  himself  Some 
horses  will  come  in.  It  is  true  that 
buying  just  the  right  stocks  or  market 
sectors  will  save  you  from  the  next 
bear  market.  But  what  are  the  odds 
you  will  succeed?  Are  investors  any 
good  at  market  timing.' 

To  test  this  question,  we  collected 
monthly  asset  and  performance  data 
on  38  Fiddit)'  Select  mutual  fiinds  for 
the  last  ten  calendar  years.  Using  a 
handy  three-dimensional  spreadsheet 
from  Borland  International  (see  p. 
159).,  we  extrapolated  estimates  of 
monthly  cash  flows  for  each  of  the 
ftinds.  In  sum,  Fidelit\'  Select  custom- 
ers put  S2  billion  more  into  these 
fiinds  than  they  took  out  during  the 
decade  and  ended  the  period  with 
$3.9  billion  of  Select  shares.  But  if 


It  seems  that  the 
little  investor  gets 
out  at  the 
bottom  and  in  at 
the  top.  Customers 
were  redeeming 
stock  funds  in  the 
late  1970R  and  in 
1988,  when  stocks 
were  cheap. 
They  bought  in 
1987,  before  the 
crash. 


Stock  fund  sales 
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"Whereas  the  Benz... feels  like 
a  mass-produced  car,  the  Bentley 
is  in  a  different  world.  A  world  of 
unmatched  cabin  comfort,  beautiful 
craftsmanship,  superb  quality 
materials.  There  is  nothing  in  the 
world  like  a  Turbo  R!' 


Car  Magazine,  November,  1991 


When  Car  Magazine  conducted  its  search 
for  the  best  car  in  the  ivorld.  they 
found  that  the  Bentley  Turbo  R  out- 
performed the  cream  of  the  competi- 
tion. May  we  add  that  it^s  now  one  of 
the  best  automotive  investments  in 


ROLLS 


ROYCE 


the  ii'orld.  under  exceptionally  afford- 
able sale  and  leasing  terms  being 
offered  on  all  1991  Rolls-Royce  and 
Bentley  models.  For  details  -  and  a 
personal  copy  of  the  Car  Magazine 
article  -  please  call  1-313-350-0500. 


The  Rolls-Royce  and  Bentley  limited  edition  sale  or  lease. 
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The  most  famous  market  top 


As  THE  BREEZY,  cool  New 
York  City  August  of  1929 
turned  to  September,  the 
Dow  Jones  industrial  aver- 
age topped  out  at  386. 
That  price  was  an  unnerv- 
ing 28  times  the  average 
earnings  on  the  index  from 
1925  to  1929.  But  for 
each  rise  in  the  market  ba- 
rometer, cocky  share- 
holders and  market  theo- 
rists had  a  new  rationale. 
Perhaps  the  worst  of- 
fender was  John  J.  Raskob, 
famous  for  his  article  in 
the  Ladies^  Home  Journal 
of  August  1929  entided 
"Everybody  Ought  to  be 
Rich."  According  to  Ras- 
kob's  formula,  putting  $15 
a  month  into  good  com- 
mon stocks  over  20  years 
($3,600  total)  would 


yield  an  $80,000  pot.  In  to- 
day's dollars  that  would 
be  $470,000.  And  anyone 
could  achieve  it. 

That  could  have  hap- 
pened only  if  either  earn- 
ings had  grown  at  an  ex- 
traordinary pace  or  inves- 
tors were  willing  to  pay 
ever  more  oudandish  mul- 
tiples of  earning  power. 

Impossible?  Not  to  the 
seers  of  the  period.  "Evi- 
dendy  you  don't  know  that 
we  are  living  in  an  entirely 
new  world,  that  we  have 
outgrown  all  past  condi- 
tions and  are  so  rich  that  it  is 
inevitable  millions  of 
people  will  speculate  in 
stocks,"  a  prosperous 
broker  told  Forbes  in  April 
of  1929. 

New  issues  flourished. 


More  than  $29  billion  in 
corporate  securities  were 
sold  to  the  public  from 
1926  to  1930,  a  large 
sum  in  an  economy  that 
showed  peak  corporate 
earnings  of  $8.2  billion 
in  1929. 

Five  years  later,  with 
the  Dow  hovering  around 
100  and  brokers  in  the 
breadlines,  Benjamin  Gra- 
ham and  David  Dodd 
published  their  seminal 
textbook.  Security  Analy- 
sis. They  focused  on  balance 
sheets,  put  more  emphasis 
on  past  earnings  (especially 
over  a  number  of  years) 
than  on  projections  of  the 
future  and  attacked  the 
notion  that  good  compa- 
nies are  good  investments 
at  any  price. 


The  prior  year  the  Sat- 
urday Evenin£i  Post  had 
published  a  three-part  se- 
ries entitied  "The  Tale  of  a 
Bear,"  anonymous  but 
suspiciously  suggestive  of 
the  legendary  Jesse  Liver- 
more,  who  had  made  and 
lost  millions  shorting 
stocks  in  the  1920s.  He 
predicted,  perceptively, 
that  the  crash  wouldn't 
cure  investors  of  their 
gullibility:  "There  will  be 
discovery  of  a  new,  new 
era,  simple  arithmetic  will 
be  forgotten,  and  the 
bootstrap  will  regain  its 
popularity  in  the  eyes  of 
the  public  and  the  public's 
exploiters." 

1967, 1972,  1983, 

1987.  Still  counting 

Jean  Sherman  Chatziq' 


they  had  spent  the  same  money  at  the 
same  times  on  an  index  fund,  they 
would  have  ended  with  $5  billion. 

What  did  these  investors  do  wrong? 
They  engaged  in  a  common  behavior 
that  Richard  Zeckhauser,  a  Street- 
wise professor  at  Harvard's  Kennedy 
School  of  Government,  calls  barn- 
door closing.  They  consistendy 
bought  the  hot  sector  that  they 
wished  they  had  bought  earlier.  Right 
now,  for  example.  Select  Automotive, 
which  went  up  a  lot  in  the  first  quar- 
ter, is  a  big  seller.  The  time  to  buy  it 
was  last  fall,  before  the  big  move.  But 
nobody  wanted  it  then. 

IJje  market  is  rational.  If  this  myth 
were  only  true,  then  investors  could 
buy  blindly,  knowing  that  any  compa- 
ny's price  on  Wall  Street  fairly  reflect- 
ed its  prospects  and  risks.  For  decades, 
academics  believed  in  market  ratio- 
nality the  way  they  believed  in  gravita- 
tion. But  the  rationalists  have  to  go 
through  contortions  to  explain  away 
investor  behavior  that  might  much 
more  easily  be  classed  as  stupid. 

Some  academics  have  come  around 
to  the  view  that  stocks  are  not  always 
efiiciently    priced.    Professor    Zeck- 


hauser, for  example,  has  taken  note  of 
several  phenomena  that  he  genteelly 
describes  as  "consistent  with  devi- 
ations from  rationality."  Among 
them:  buying  new  closed -end  hinds 
at  a  premium  to  net  asset  value;  snap- 
ping up  new  issues  when  the  new 
issues  market  is  bubbling  over  (see 
chart,  p.  143);  piling  into  equit\'  hands 
before  a  market  drop  and  then  exiting 
after  (see  chart,  p.  148,  bottom). 

If  the  market  were  rational,  it 
would  be  next  to  impossible  to  identi- 
fy a  long  list  of  overpriced  stocks  that 
proceed  to  do  much  worse  than  the 
market.  Forbes  (Sept.  12,  iP^.?j  pub- 
lished a  table  of  50  stocks  in  an  article 
asserting  that  very-high-r/E  technol- 
ogy issues  were  bad  investments.  The 
list  is  oft'38%  to  date,  while  the  market 
has  delivered  a  240%  return. 

It  logks  as  jf  the  same  insanity  has 
invaded  the  high-tech  sector  today.  A 
new  list  of  outlandishly  priced  stocks 
appears  on  page  144.  We'll  revisit  this 
list  at  a  later  date. 

What  should  a  rational  investor  do 
these  days,  with  stocks  trading  abnor 
mally  high  in  relation  to  their  earning 
power?  Go  short?  With  a  more  normal 


price/earnings  relationship,  the  S&P 
500  would  be  closer  to  320  than  its 
recent  406,  and  the  combined  capital- 
ization of  publicly  traded  stocks 
would  be  $800  billion  less.  But  by 
going  short  you  would  risk  getting 
murdered  if  an  irrationally  expensive 
market  got  even  more  expensive — 
which  could  happen  for  a  while. 

Anyhow,  stocks  may  not  crash,  and 
without  a  crash  short-selling  isn't  ver\' 
profitable.  Perhaps  p/e  ratios  \Nill 
gradually  decline  as  the  market  simply 
drifts  sideways  (in  nominal  terms)  for 
another  five  or  ten  \ears.  That  w ould 
give  today's  buyers  a  meager  return, 
roughly  equal  to  stocks'  current  3% 
dividend  yield.  In  that  context, 4%  in  a 
c:d  or  money  market  fund  doesn't 
look  so  bad. 

In  short,  this  is  not  the  time  to  be 
putting  new  money  into  the  stock 
market.  Nor  is  it,  most  emphatically,  a 
time  to  buy  initial  public  offerings. 
The  best  time  to  buy  stocks  is  when 
interest  rates  are  high  \nd  experts  say 
that  stocks  just  can't  compete  with 
bonds.  But  did  you  have  the  guts  to 
buv  in  thcxsc  days?  If  you  didn't,  vou 
shouldn't  be  buvine  stocks  todav.  ^ 
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iBiotech  and  health  stocks  are  off  15%  to  40%  from 
Itheir  peaks.  Buying  opportunity?  Far  from  it. 
I  From  the  looks  of  the  still  frothy  new  issues  market, 
a  lot  more  disappointments  are  yet  to  come. 

Time  to 
pat^down 


By  Richard  Phalon 

The  fat  lady  may  not  be  singing  yet, 
but  she  is  certainly  clearing  her  throat, 
pitching  a  warning  note  into  a  new 
issues  market  party  that  has  been  rol- 
licking for  more  than  a  year  now. 
Signs  that  the  hour  is  late  abound  in 
the  stock  market,  as  the  preceding 
story  recounts. 

Nowhere  is  this  truer  than  in  the 
market  for  biotech  and  medical  tech- 
nology stocks.  The  pipelines  are  pro- 
cessing more  new  offerings  of  these 
stocks  than  at  any  tiine  since  1983, 
when  the  market  finally  choked  on  its 
•  own  excesses. 

"There  has  been  a 
definite  diminution  in 
quality,"  worries  Mi- 
chael Metz,  a  manag- 
ing director  of  Oppen- 
heimer  &  Co.  Agrees 
venture  capitalist  Kev- 
in Kinsella,  46,  a  man- 
aging general  partner 
of  La  JoUa,  Calif. - 
based  Avalon  Ventures 
and  a  founder  of  12 
biotech  companies: 
"We're  finishing  a 
wave  of  companies  that 
were  put  together  from 
1986  to  1989.  It's  go- 
ing to  be  a  couple  of 
years  before  we  get  an- 
other wave  of  what  I 
would  call  first-class, 
high-quality  biotech 
companies.  Other  is- 
sues will  be  coming 
along  that  1  wouldn't 
value  too  highly." 

In  the  main,  today's 


biotech  new  issues  market  features 
companies  with  a  story:  no  demon- 
strated manufacturing  capacity  or 
earning  power,  and  plenty  of  promise 
of  biopharmaceutical  solutions  to 
scourges  like  cancer,  heart  disease 
and  AIDS. 

Savvy  money  managers  like  John 
Kaweske,  who  has  been  deep  in  bio- 
tech for  the  last  seven  years,  put  the 
survival  rate  for  such  companies  at 
20%.  "Most  [of  their  stock]  will  be 
absorbed  in  one  way  or  another," 
Kaweske  continues.  "The  key  ques- 


tion for  investors  is  always:  at  what 
price?" 

Thanks  largely  to  a  big  position  in 
biotech  (about  18%  of  assets),  Kawes- 
ke's  $920  million  (assets)  Financial 
Strategic  Health  Sciences  Portfolio 
was  up  92%  last  year.  But  he  has  been 
scaling  back;  biotech  stocks  currently 
account  for  about  9%  of  his  portfolio. 
His  strateg\'  is  to  stick  with  estab- 
lished names  like  Amgen  and  Chiron, 
and  cash  out  of  unseasoned  ipos  like 
Sphinx  Pharmaceutical,  cor  Thera- 
peutics and  Somatogen,  on  the  belief 
that  he'll  be  able  to  buy  them  and 
other  new  issues  back  at  much  lower 
prices  later  in  the  year.  "What's  going 
to  hurt,"  warns  Kaweske,  "is  the 
sheer  supply  of  these  things." 

Intelligent  investing  in  new  tech- 
nology companies  is  a  tough  game  to 
play  under  the  best  of  circumstances. 
How  can  the  nonwonk,  untutored  in 
organic  chemistry  and  genetic  theor\', 
hope  to  assay  the  commercial  poten- 
tial of  the  abstruse  science  the  bio- 
techies  are  pursuing.^ 

Some  concepts  can  be  vaguely  un- 
derstood. It's  nice  to  know,  for  exam- 
ple, that  neonatal  foreskins,  the  start- 
ing point  for  Organogenesis,  Inc.'s 
efforts  to  develop  human  tissue  equiv- 
alents, are  in  good  supply.  It's  equally 
reassuring  to  learn  that 
the  chicken  combs  es- 
sential to  Biomatrix 
Corp.'s  therapeutics 
"will  continue  to  be 
available  as  low-cost 
commodities  for  the 
foreseeable  fiiture," 
according  to  the 
company's  offering 
prospectus. 

But  beyond  the  basic 
concepts,  what  non- 
techie  can  tell  whether 
a  combination  of 
mouse  and  human 
antibodies  or  mouse 
antibodies  alone  are 
the  best  route  to  a  spe- 
cific treatment  for 
acute  septic  shcKk.'  Will 
Ccntocor  come  out  on 
top  in  this  competition 
for  a  potentially  huge 
market?  Or  will  Xo- 
ma's  formula  take 
the  prize? 

One  way  for  ama- 
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Biotechnology  stocks 


Bio  shakeout 

Fund 


Fidelity  Sdect'Biotech 
Financial  Strategic  Health  Sciences 
GT  Global  Health  Care 
H&Q  Healthcare  Investors 
Oppenheimer  Global  Bio-Tech 
Putnam  Health  Sciences 
Vanguard  Special  Health  Care 

S&P  500 


Total  return 

1991               Jan-Mar 

Annual 
expenses 

Assets 
{$mil)* 

1992 

per  $100 

99.1%               -16.4% 

$1.63 

$916 

91.8                  -11.8 

1.12 

969 

57.9                 -11.7 

2.39 

742 

98.4                 -13.6 

1.73 

108 

121.1                 -13.5 

2.02 

200 

49.1                 -12.1 

1.18 

928 

46.3                   -7.1 

0.36 

572 

30.5 


-0.8 


*Fund  sizes  as  of  Mar.  2,  1992.  Squkg:  Micropal  Inc. 


After  last  year's  celebration,  reality  begins  to  intrude. 


teurs  to  choose  among  these  stocks  is 
to  skim  the  prospectuses,  looking  for 
big  (and  presumably  knowledgeable) 
drug  companies  that  have  made  a 
significant  bet  on  an  unseasoned 
company,  either  by  direct  investment 
or  by  research  contracts.  Eli  Lilly  & 
Co.  and  Genentech  Inc.,  for  example, 
together  own  14%  of  Glycomed. 
Their  financing  and  research  interests 
have  helped  the  company  pursue  the 
medical  possibilities  of  carbohydrate 
technology.  But  the  big  companies' 
presence  hasn't  kept  Glycomed's  stock 
from  bucketing  all  over  the  lot.  Out  at 
5^2  early  last  year,  Glycomed  peaked  at 
25  and  is  now  down  around  15V4. 

A  unit  of  the  giant  Swiss  pharma- 
ceutical maker  Sandoz  Corp.  owns 
pieces  of  SyStemix  Inc.  and  Cytel 
Corp.,  both  of  which  recently  went 
public.  (Sandoz  took  its  SyStemix 
stake  after  the  offering,  but  owned 
some  of  Cytel  when  Cytel  was  still 
private.)  Sandoz  has  also  taken  a  ma- 
jor piece  of  a  venture  pool  put  togeth- 
er by  Avalon's  Kinsella. 

James  Morgan,  a  partner  in  the 
Boston-based  venture  firm  of  Mor- 
gan Holland,  says  such  affiliations 
between  big  and  small  companies  can 
provide  helpful  clues,  but  they  are  no 
guarantee  that  the  small  company  will 
survive.  Morgan  also  looks  for  re- 
search agreements  that  help  to  pay  the 
rent.  Recurring  costs  are  no  small 
consideration  for  startups  like  Soma- 
togen  (Morgan  Holland  holds  a  S% 
stake),  whose  revenue  in  the  quarter 
ended  Dec.  31  last  year  ran  to  all  of 
$2.1  million. 
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Many  of  these  IPOs  look  Uke  a  fiiU- 
employment  program  for  Ph.D.s.  So- 
matogen,  for  example,  employs  75 
people,  according  to  its  most  recent 
prospectus.  Fully  one -third  of  the 
staff  carries  doctoral  credentials  of 
one  kind  or  other.  At  Vertex  Pharma- 
ceuticals, the  ratio  is  25  Ph.D.s  to  64 
full-time  employees;  and  at  Cytel  it  is 
35  to  97. 

Are  these  ratios  significant?  Or  win- 
dow dressing.^ 

"Maybe  both,"  says  Avalon  Ven- 
tures' Kinsella.  "It  certainly  doesn't 
hurt  the  credibility  of  a  prospectus  to 
have  a  lot  of  talent  up  front,  but  a  lot 
of  these  people  are  really  effective." 
Kinsella  thinks  of  himself  as  a  talent 
scout,  convincing  scientific  stars  like 
Joshua  Borger  to  leave  Merck  &  Co.'s 
chemistry  labs  to  build  new  launches 
like  Vertex  Pharmaceuticals. 

The  venture  capital  checkpoints — 
quality  of  science,  management  and 
ability  to  raise  capital — all  hinge  on  a 
central  strategy.  The  game  is  to  limit 
risk  by  diversifying.  As  Kinsella  says, 
it's  better  to  have  a  manageable  stake 
in  perhaps  a  score  of  possibilities  than 
big  bets  on  a  few. 

In  this  sense  a  mutual  fund  is  the 
smartest  way  to  play  the  biotech 
stocks.  Among  the  better  ones  are 
John  ICiweskc's  Health  Sciences 
Portfolio,  Oppenheimer  Global  Bio- 
Tech  and  the  closed-end  H&Q 
Healthcare  In\est(KS  (sec  table).  The 
managers  of  these  funds  all  know  how 
big  IPO  parties  begin,  how  they  end — 
and  when  it's  time  to  say  good 
night.  §■ 
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Want  a  little  Mexican  hot  sauce  on  your  bagel?  How 
Pace  Foods  has  made  salsa  the  condiment  of  choice. 

Please  pass 
the  hot  stuff 


By  Claire  Poole 

From  the  tables  at  Ivy  Restaurant  in 
Los  Angeles  to  Balducci's  market  in 
Greenwich  Village,  trendy  consumers 
are  discovering  Mexican  salsa. 

"Tie  it  to  the  fact  that  American 
culture  has  become  more  tingly  and 
stimulating  over  the  past  decade," 
says  Andy  Birsh,  a  New  York  restau- 
rant reviewer  for  Gowrw^f  magazine. 

A  spicy  blend  of  Mexican  jalapeiios, 
tomatoes,  onion  and  garlic,  salsa  is 
showing  up  everywhere  these  days:  on 
chicken  and  fish,  as  a  barbecue  sauce 
or  a  salad  dressing,  as  a  dip  and  in 
recipes  of  all  sorts. 

Some  people  have  even  been 
known  to  put  it  on  bagels  to  spice  up 
the  cream  cheese. 

What's  more,  it's  low  in  calories  (six 
per  serving).  And  for  the  politically 
correct,  it's  the  perfect  multicultural 
addition  to  the  kitchen  table.  Mexi- 
can salsa  surpassed  ketchup  last  year  as 
the  bestselling  condiment,  according 
to  Packaged  Facts,  a  New  York- based 
market  research  firm. 

Riding  the  crest  of  this  $640  mil- 
lion (1991  sales)  trend  is  Pace  Foods, 
a  privately  owned  San  Antonio,  Tex. 
outfit  that  virtually  created  the  de- 
mand for  salsa  in  the  U.S.  and  now 
commands  a  27%  market  share — sur- 
passing such  deep-pocketed  brands  as 
Pet's  Old  El  Paso  (22%),  Frito-Lay's 
Chunky  Salsa  (9.5%)  and  rjr  Nabis- 
co's  Ortega  (7.5%).  Pace  picante 
sauce  is  available  in  three  degrees: 
mild,  medium  and  hot.  Its  distinctive 
hourglass  bottle  can  be  found  in  93% 
of  the  U.S.,  and  is  spreading  fast  in  the 
Northeast  and  Midwest. 

Through  all  this  a  number  of  smart 
companies  have  been  eager  to  buy 
Pace,  H.J.  Heinz  and  Ix-a  &  Pcrrin 
among  them.  But  Pace's  owner.  Kit 


Golds  bury,  49,  says  would-be  ac- 
quirers and  hustling  investment  bank- 
ers need  not  apply.  He's  having  too 
much  fiin  running  the  company. 

So  far  at  least,  $170  million  (esti- 
mated sales)  Pace  has  been  able  to 
outmarket  its  bigger  rivals.  Last  year 
Pace  spent  %7 .7  million  on  its  "Pick 
up  the  Pace"  advertising  campaign — 
$1  million  more  than  rjr  Nabisco's 
Ortega  and  $2  million  more  than 
Pet's  Old  El  Paso. 


Pace's  most  visible  pitch  is  a  serie 
of  30-second  cable  television  spot 
that  poke  fiin  at  sauces  not  made  in' 
Texas.  In  one  commercial,  cowbovs 
riding  the  range  are  clearly  unhapp\ 
with  their  cook  and  his  brand  of  salsa. 
When  they  ask  him  where  it's  made, 
he  reads  the  label  and  then  replies, 
"New  York  City."  "New  York  City!" 
they  holler.  "Get  a  rope!"  their  leader 
orders. 

Fan  mail  on  these  spots  ft-om  north 
of  the  border  prompted  Pace  to  start 
distributing  its  sauces  to  Canadian 
food  brokers  five  years  ago.  Pace  no\\' 
has  20%  of  the  western  Canadian  mar- 
ket, and  is  moving  eastward. 

In  a  coals- to- Newcasde  push.  Pace 
is  even  doing  well  in  Mexico,  though 
it's  selling  there  almost  by  accident. 
After  shooting  a  Spanish -language 
commercial  in  a  Mexico  Cit\-  grocery 
store  last  year.  Pace's  marketing  chief, 
Robert  Burke,  left  the  display  behind. 
Several  weeks  later  the  grocer  called 
him  to  say  he  had  sold  all  350  jars,  and 
wanted  more. 

Pace  soon  hooked  up  with  a  local 
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Pace  Foods'  founder,  David  Pace 
"I'm  happy  K  cau^  on." 
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scenes  from  the  "Pick  up  the  Pace"  TV  campaign 

kating  its  bigger  rivals  by  a  hefty  margin. 


food  distributor,  and  in  July  started 
testing  its  medium  and  hot  varieties  in 
Monterrey  supermarkets.  After  six 
months  Pace  had  11%  of  the  sauce 
market  in  the  city.  Because  of  a  20% 
import  duty,  selling  Pace  in  Mexico  is 
a  break-even  proposition — until  a 
free -trade  agreement  is  signed.  Mean- 
while, Pace  plans  to  test  the  product 
ftirther  in  Guadalajara  and  Vera- 
cruz— and,  eventually,  Mexico  City. 
Founder  David  Pace,  now  78,  start- 


ed peddling  his  hot  sauce  to  San 
Antonio  grocers  in  the  1940s  after  his 
golfing  buddies  told  him  they  liked  it. 
It  was  a  nice  litde  supplement  to  his 
main  business  of  bottling  syrups,  jel- 
lies and  pickles  in  some  leased  space  in 
the  back  of  a  liquor  store  and  distrib- 
uting them  to  local  grocers. 

After  Pace  got  the  kinks  out  of  the 
production  system — his  first  batch  ex- 
ploded on  store  shelves — he  started 
hawking  the  stuff  in  Dallas  and  Hous- 


Owner  Kit  Goldsbury  (left)  with  marketing  chief  Bob  Burke 
Pace  Is  spreading  fast  in  the  U.S.— and  now  Mexico. 


ton,  then  in  Oklahoma  and  New 
Mexico.  Pace  got  the  grocers  to  carry 
the  product  by  setting  up  booths  in 
the  stores  to  let  customers  sample. 
They  loved  it.  He'd  leave  small  bottles 
with  the  butchers,  telling  them  to  pass 
them  along  to  their  best  customers. 

In  1969,  with  the  sauce  in  five 
states.  Pace  brought  Goldsbury,  his 
son-in-law,  into  the  company.  Golds- 
bury knew  he  had  a  hot  number  in  the 
salsa.  He  convinced  Pace  to  drop  the 
peppers,  relishes  and  spicy  cheese  dip 
to  concentrate  on  building  the  sauce 
line.  Goldsbury  bought  out  his  fa- 
ther-in-law in  1982  with  borrowed 
money  and  began  to  roll  out  the 
brand  nationally.  He  did  this  by  pro- 
moting it  on  network  afifiliates  and 
choosing  his  target  cities  according  to 
the  thickness  of  the  files  of  fan  mail  he 
received  from  each  market. 

Goldsbury  proved  himself  to  be  an 
effective  counterpuncher.  When 
Frito-Lay  entered  the  fray  by  market- 
ing a  dipping  salsa  with  its  chip  line  in 
1989,  Pace  hooked  up  with  local 
chipmakers  in  several  markets  to  sell 
its  own  brand. 

Along  the  way  Goldsbury 
learned — the  hard  way — that  his  mar- 
keting image  couldn't  be  all  things  to 
all  people.  In  the  mid  1980s  Golds- 
bury tried  to  diversify  Pace's  product 
line  with  Woody's  barbecue  sauce  and 
La  Martinique  salad  dressing.  No  go. 
He  sold  bodi  in  1990. 

A  major  disappointment  to  date  has 
been  the  rich  Japanese  market.  Four 
years  ago  Pace  tried  to  market  a  mild 
version  of  its  picante  sauce  as  a  salad 
dressing  with  a  Tokyo  distributor.  It 
flopped  and  Pace  pulled  out.  Multi- 
culturalism  in  the  kitchen  doesn't 
seem  to  have  caught  on  in  Japan.  WM 
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BucNIe  up -together  we  can  save  lives. 


HAVE  YOU  EVER 
THOUGHT  LIFE 
COULD  USE  A 
WAKE-UP  CALL? 


t 


HAVE  YOU 

•RIVEN 
A  FORD 
UTELY? 

THE  24-VALVE,  220  HORSEPOWER 
FORD  TAURUS  SHO. 

It's  a  wake-up  call  in  a  world  of  sleepy 
sedans.  The  24-valve.  220  horsepower  shot 
of  adrenalin  called  Ford  Taurus  SHO. 

When  its  Super  High  Output  V-6  comes 
alive,  a  special  sport-tuned  suspension 
and  anti-lock  brakes  sync  up  with  a  new, 
improved  five-speed  shifter  to  create  a 
responsive  and  invigorating  performance. 

The  SHO's  new  dash  flows  into  the 
doors  in  a  seemingly  seamless  manner. 
SHO  also  has  performance  gauges  and 
articulated  sport  seats  with  optional 
leather  trim. 

Outside,  ground  effects  enhance  a  new 
shape  to  create  a  dramatic  look.  One  to 
be  noticed  both  coming  and  going. 

NEWS  ABOUT  SAFETY. 

All  it  takes  is  some  rapid  eye  movement 
around  the  cockpit  to  see  what's  new. 
For  safety's  sake,  there's  a  neivly  available 
front  passenger-side  air  bag.  A  driver- 
side  air  bag  comes  standard.  Both 
supplemental  restraint  systems  should 
be  used  with  your  safety  belt. 

Take  your  daily  routine  down  a  new 
route.  The  1992  Ford  Taurus  SHO. 

FORD.  THE  BESTBUILT  AMERICAN 
CARS. ..ELEVEN  YEARS  RUNNING. 

Based  on  an  average  of  consumer- 
reported  problems  in  a  series  of  surveys 
of  all  Ford  and  competitive  '81-'91  models 
designed  and  built  in  North  America. 

NEW  TAURUS 


COMPUTERS/COMMUNICATIONS 


The  clone  business  is  getting  so  cutthroat  that  one 
of  Bill  Hayden's  companies  is  undercutting  the  other. 
He  wants  it  that  way. 

CompuAdd's 
price  war 

By  Claire  Poole 


CompuAdd's  founder  and  owner,  Bill  Hayden 
Competition  has  turned  cannibalistic. 


These  days  everybody  talks  about  the 
virtues  of  decentralized  management, 
but  Bill  H.  Hayden,  owner  of  com- 
puter clone  seller  CompuAdd,  is  tak- 
ing the  idea  to  extremes. 

Last  September  he  split  off  his  mail 
order  business  into  a  separately  incor- 
porated entit)'  called  CompuAdd  Ex- 
press, installed  it  across  the  street 
from  his  headquarters  in  Austin,  Tex., 
and  ordered  that  no  one  working  at 
the  original  C^ompuAdd  be  permitted 
in  the  Express  building.  Express  was 
allowed  to  recruit  employees  from  the 
mother  company;  the  ones  who  ac- 
cepted offers  were  cashed  out  of  their 
C'ompuAdd  401(k)  plans,  much  as  if 
they  had  quit  to  work  for  a  competi- 
tor. Which,  in  a  way,  they  had:  Ex- 
press is  now  stealing  small  corporate 


accounts   from    the    original    Com- 
puAdd by  undercutting  it  on  price. 

It  sounds  lunatic,  but  it  gives  some 
idea  of  how  savage  the  competition 
has  gotten  in  the  business  for  IBM- 
compatible  PCS.  Bill  Hayden,  44, 
started  his  business  a  decade  ago  by 
selling  disk  drives  out  of  the  trunk  of 
his  Chevette.  He  has  always  lured 
customers  on  price.  Thus,  the  main 
CompuAdd,  which  sells  through  m\ 
800  number,  corporate  sales  repre- 
sentatives and  its  own  retail  outlets, 
offers  a  color  desktop  based  on  the 
Intel  486  chip  with  an  80- megabyte 
hard  disk  for  S2,195;  a  similarly 
equipped  C'ompaq  would  nm 
$3,779.  This  CompitAdd  machine 
comes  with  telephone,  on-site  or 
store  ser\ice  and  support. 


But  customers  who  want  a  reall) 
rock- bottom  price  can  order  the  same] 
machine  at  CompuAdd  Express  fori 
only  SI, 945 — with  only  telephone] 
support  included.    Hayden's   logic:! 
Some  buyers  are  going  to  buy  on  price 
no  matter  what.  Better  to  capture 
them  at  Express  than  to  let  the  busi- 
ness slip  away  to  Gateway  2000,  Zeos 
or  one  of  the  myriad  smaller  mail 
order  vendors. 

These  are  desperate  times  in  the 
clone  business.  Manufacturers  that 
live  by  the  price  cut  are  also  dying  by 
it.  At  the  same  time,  an  upheaval  in 
computer  retailing  is  putting  tradi- 
tional stores  with  attentive  salespeo- 
ple and  high  overhead  at  the  mercy  of 
no-frills  superstores  like  CompUSA, 
Intelligent  Electronics'  BizMart  and 
Tandy's  Computer  City.  With  over 
half  of  his  $600  million  or  so  in  sales 
coming  from  a  125 -store  retail  chain, 
Hayden  is  being  squeezed  on  two 
sides.  (The  main  CompuAdd  rang  up 
sales  of  $514  million  last  year;  Hay- 
den doesn't  disclose  sales  at  the  Ex- 
press mail  order  operation,  but  they 
may  approach  51 00  million  this  year.) 

In  1989  Hayden  expanded  his  re- 
tail division  at  a  breakneck  pace, 
opening  as  many  as  3  stores  a  week,  to 
88  stores  by  the  end  of  the  year.  When 
kinks  cropped  up  coordinating  with 
his  Austin  assembly  plant,  Hayden 
pulled  back  in  1990.  But  by  mid- 
1991  he  was  at  it  again,  opening  32 
new  stores  by  year-end  and  talking  of 
a  200-store  target  for  1992. 

Now  Hayden  is  rethinking.  "At  the 
time,  it  was  a  successful  retail  model," 
he  says.  "But  it's  not  the  right  model 
long  term.  We're  looking  for  the  right 
model."  That  means  exiting  fi-om 
some  markets,  consolidating  stores  in 
others  and  moving  some  for  better 
leases  and  locations.  Berv\  een  closures 
and  new  adds,  the  number  of  Com- 
piLAdd  stores  will  probably  remain  flat 
this  year. 

So  will  their  profits.  Seymour  Mer- 
rin,  who  publishes  a  new  sletter  in  Palo 
Alto,  Calif,  on  computer  retailing, 
says  there's  no  way  CompiL\dd's 
stores  can  be  profitable,  given  their 
prices  and  traffic.  Hayden  insists: 
"Retail  has  always  been  profitable," 
but  then  that  could  reflect  low  prices 
charged  by  CompuAdd's  manufac- 
turing division.  At  any  rate,  Hayden, 
needinu  ti>  generate  more  traffi*..  in 
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|ebruary  signed  a  deal  with  Apple  to 
:11  Macintosh  systems  in  his  stores. 
Meanwhile,    Hayden    is    playing 
|atch-up  on  the  international  front, 
.'here  he  books  only  10%  of  his  busi- 
ness, versus  36%  for  rival  Dell,  also 
i.ustin- based.  In  1988  he  set  up  as- 
(lembly  and  sales  facilities  in  the  U.K., 
ind  in   1990  added  Germany  and 
Tance.   Hayden  recently  expanded 
[nto  Mexico,  and  is  eyeing  the  rest  of 
itin  America,  the  Middle  East  and 
^sia.  Says  Hayden:  "I  really  under- 
:oped  the  international  business." 

But  he  has  proved  deft  at  winning 
)ig  corporate  and  government  ac- 
Icounts.  With  Sysorex  Information 
Systems,  CompuAdd  won  a  coveted 
$1  billion  Air  Force  contract  last  No- 
vember. Now  eight  competitors,  in- 
cluding Apple  Computer  and  IBM, 
have  challenged  the  bidding  proce- 
dures, and  CompuAdd  has  to  rebid. 
In  Februar)'  1991  CompuAdd  won  a 
very  visible  order  from  the  U.S.  mili- 
tary' to  send  PCs  into  Desert  Storm.  In 
December  1991  it  landed  a  $53  mil- 
lion order  from  Sears  for  intelligent 
cash  registers. 

Further  growth  may  come  at  a  cost. 
Hayden,  a  former  product  designer 
with  Texas  Instruments,  financed 
'CompuAdd  with  $100,000  he  earned 
from  flipping  houses  in  Austin  on  the 
side.  Since  then,  he's  financed  Com- 
puAdd's  growth  with  cash  flow  and 
short-term  bank  debt. 

But  now,  says  a  former  executive, 
"They're  goaded  by  cash  flow."  In 
September  Hayden  increased  his 
credit  line  with  his  banks  to  $75 
million.  He  met  with  Merrill  Lynch  in 
December  to  discuss  raising  capital 
through  a  private  placement  or  a  pub- 
lic offering,  something  he's  been 
loath  to  do  in  the  past. 

What  would  CompuAdd  fetch,  as- 
suming Hayden  folded  Express  back 
into  the  parent?  A  valuation  of  per- 
haps one-third  of  sales,  or  $200  mil- 
lion, says  Jim  Poyner,  an  analyst  with 
Rauscher  Pierce  Refsnes  in  Dallas. 
Hayden  says  he  wants  to  put  off  an 
equit\'  issue  for  as  long  as  he  can  but 
concedes,  "This  is  probably  the  best 
time  in  a  decade  to  go  public."  The 
retail  price  war  has  recently  produced 
some  big  earnings  disappointments  at 
CompUSA  and  Intelligent  Electron- 
ics. Wall  Street  may  soon  lose  its 
patience  for  the  group.  ^M 


Borland  aims  to  leverage  its  success  in  one  corner 
of  the  software  business  into  success  in  another. 
It's  a  smart  move  but  risky. 

The  next 
Micirosoft.^ 


By  David  Churbuck 

Microsoft's  extraordinary  success  in 
desktop  software  has  a  lot  to  do  with 
leverage.  It  has  been  able  to  leverage 
its  near  monopoly  control  of  operat- 
ing systems  for  iBM-style  machines 
into  strength  in  application  programs, 
such  as  word  processors. 

Philippe  Kahn,  who  runs  Borland 
International  in  Scotts  Valley,  Calif, 
would  dearly  like  to  apply  the  leverage 
principle  to  his  smaller  software  com- 
pany (expected  1992  revenues,  $500 
million,  compared  with  Microsoft's 
$2.5  billion).  If  he  succeeds  it  will  be 
quite  a  coincidence. 

Borland's  strong  point,  ever  since 
Kahn  founded  it  in  1983,  has  been 
computer  languages.  Kahn's  first 
product  was  a  cheap  ( $99 )  but  profes- 
sionallv  acclaimed  mail  order  version 


of  the  Pascal  programming  language. 
His  big  winner  in  languages  now  is  a 
$795  version  of  C++,  a  programming 
tool  based  on  the  language  AT&T  cre- 
ated years  ago  to  go  with  its  Unix 
operating  system. 

But  there  is  only  so  much  money  in 
selling  tools  to  professional  program- 
mers. The  question  for  Kahn:  Can  he 
translate  his  success  in  languages  into 
success  in  applications?  He  had  bet- 
ter, now  that  Borland  has  boot- 
strapped itself  into  the  big  leagues 
with  the  $439  million  purchase  last 
year  of  Ashton-Tate,  which  owns  the 
leading  database  application  package, 
called  dBase.  Earlier,  Borland  spent 
$27  million  buying  the  company  that 
owned  another  database  program, 
called  Paradox. 


Borland  founder 
Philippe  Kahn 
"I  don't  want 
to  be  the  next 
Microsoft." 


Forbes  ■  April  27,  1992 


159 


"I'm  no  idiot.  lean 

see  that  3,000 

visitors  a  day  at  $10 

a  head  adds  up.  I 

can  only  imagine 

how  much  they 

make  from  food 

sales  and  other 

stuff  like  those 

life-size  posters  of 

yours  truly  All  I 

ask  is  that  they 

take  good  care  of 

all  that  money 

that  I'm  working 

so  hard  for." 


Free 

Demo  Disk 


For  a  free  Demo  Disk, 
calll-800-CALLCAI. 


©Computer  Associates  International,  Inc.  Ou'  rompuier  Associates  Flaza.  Islandia.  NY  11788  7v.\\\  AllpuvUict  names 


Name:  Magilla 

Title:  The  Boss  /"The  Ultimate  Primate 

Company:  The  New  City  Zoo 

Salary:  All  he  can  eat  plus  free  health 

and  dental 

Annual  Sales:  $11,000,000 

5-Year  Average  Annual  Growth:  75% 

Software:  ACCPAC®  PlusAccounting^*^ 

Favorite  Module:  "Inventory  Control. 

Make  darn  sure  we  never  run  out  of 

bananas." 
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.■VCCPAC 

Plus  Accounting 

ACCFACPlus 

Accounting 

Software. 

More  accountants  I 
recommend  it.  

More  businesses  use  it. 

More  people  prefer  it. 

We'll  show  you  why 

Call  1-800-CALL  CAI  for  a  free 
Demo  Disk  of  the  leading  accounting 
software  in  North  America. 

After  all,  why  monke>'  around  with 
anything  less? 
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irenced  herein  are  trademarks  of  their  respective  companies. 


(mOMPUTER' 

jHssooates 

Software  superior  by  design. 
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"The  Microsoft  for  the  Nineties," 
said  Cowen  &  Co.  analyst  Michelle 
Preston  last  October,  when  she  glow- 
ingly recommended  buying  Borland 
International  (at  a  price  then  of  67%; 
recent  price,  51V2)-  The  case  for 
Borland:  Now  that  Kahn  has  database 
products,  his  languages  and  an  up- 
and-coming  spreadsheet  called  Quat- 
tro-Pro,  the  company  could  turn  into 
an  all-purpose  PC  softivare  power- 
house. The  case  looks  a  little  weaker 
now.  Wall  Street  worried  20  points  off 
Borland's  stock  in  March,  when  Mi- 
crosoft announced  that  it  was  going 
to  buy  Fox  Soft^vare,  which  sells  a  rival 
to  Borland's  dBase. 

Kahn  himself  isn't  much  worried. 
He  says  that  imitating  Microsoft  nev- 
er was  his  goal.  Here's  how  he  sees  the 
situation: 

"Either  Microsoft  ends  up  owning 
most  of  the  desktop  operating  sys- 
tems and  everyone  else  is  in  trouble. 
Or  ownership  of  operating  systems 
gets  spread  around,  in  which  case 
Microsoft  will  be  dedicated  to  Micro- 
soft operating  systems.  Corporate 
customers  know  if  they  use  Micro- 
soft's tools  for  programming  then 
they  will  be  tied  to  building  applica- 
tions for  Microsoft  operating  systems. 
The  fact  that  we  have  better  tools  and 
are  proposing  an  open  approach  to 
operating  systems  has  allowed  us  to 
overtake  Microsoft  in  languages." 

So  where's  the  leverage?  In  a  con- 
cept called  object-oriented  program- 
ming, or  OOP.  OOP,  which  is  supposed 
to  make  the  development  of  custom 
software  faster  and  cheaper,  is  at  fad 
status  among  programmers.  It  en- 
courages programmers  to  divide  giant 
programs  into  small,  self-contained, 
reusable  modules.  Good  program- 
mers have  worked  this  way  for  de- 
cades— in  older  programming  lan- 
guages these  modules  are  called  sub- 
routines— but  OOP  formalizes  the 
process  and  makes  it  easier  to  update 
modules  without  taking  them  apart. 

Kahn's  vision  of  the  future  is  one  in 
which  OOP  concepts  take  over  in  the 
cNcryday  application  programs  that 
businesses  use,  including  word  pro- 
cessors, spreadsheets,  databases  and 
screen  graphics.  All  these  programs 
will  Ix-onic  more  modular,  he  says. 
One  spelling  checker,  one  file  orga 
nizer,  one  printer  control  unit  will  be 
drawn  on  by  all  of  .\  user's  applica- 


tions, instead  of  being  duplicated  in 
different  parts  of  the  computer's 
memory.  Tying  all  these  pieces  to- 
gether will  be  an  object-oriented  glue 
based  on  Borland's  C-t-+.  If  Borland 
sells  the  glue,  it  may  have  the  inside 
track  selling  the  applications. 

Philippe  Kahn,  40,  adopted  objects 
as  his  pet  theme  three  years  ago.  "We 
made  a  big  bet,  one  we  knew  would 
be  painful,"  he  says.  "We  made  the 
switch  across  the  board,  to  ever\'  proj- 
ect. Three  years  ago  no  one  had  built 
anything  with  C-i-f-,  and  the  ftiture  of 
the  language  was  doubtfiil  because 
Steve  Jobs  had  selected  Objective  C 
for  his  Next  machine.  But  we  needed 
a  decisive  advantage.  Everything  we 
attempted  in  marketing  could  be 
matched  by  our  competition.  They 
owned  more  advertising  and  market- 
ing presence  than  we  did.  So  the 
biggest  advantage  we  could  turn  to 


Paradox  for  Windows,  Quattro-Pro  for 
Windows,  and  Borland's  Turbo  C++ 
These  objects  are  supposed 
to  fly  off  the  shelves. 


was  technology." 

Long  before  objects  find  their  way 
into  the  typical  computer  user's  life, 
Borland  may  extract  some  tactical  ad- 
vantages from  its  ownership  of  the 
leading  C++  language.  By  using  C++ 
internally,  Kahn  says,  Borland's  own 
soft^vare  developers  can  beat  the  com- 
petition in  delivering  new  versions  of 
old  software.  Right  now  Borland  is  in 
a  race  with  Microsoft  to  produce  a 
database  tied  to  Windows,  the  popu- 
lar Microsoft  graphical  user  interface. 
The  contestants  will  probably  reach 
the  finish  line  this  fall.  Microsoft  owns 
Windows,  and  so  has  an  advantage 
from  that  end.  But  Borland's  modular 
programming  whizzes  were  able  to 
produce  a  pilot  version  of  Wmdows 
dBase  even  before  the  ink  was  dr\'  on 
the  Ashton-Tate  acquisition. 

Borland  is  well  ahead  of  its  larger 
rival  in  C++,  with  a  C++  product  on 
the  market  in  May  1990;  the  Micro- 
soft version  of  C++  has  only  just  come 
out.  Among  the  customers  for  Bor- 
land C++:  Aldus,  a  leading  pubUsher 
of  desktop  publishing  soft^vare;  No- 
vell, the  network  operating  system 
giant;  Hewlett-Packard;  Micrografic; 
and  IBM.  "We've  fielded  technical 
support  calls  from  Lotus  even,"  says 
Kahn,  relishing  the  irony.  Lotus,  a 
bitter  rival  of  Borland's  in  the  spread- 
sheet market,  is  charging  in  court  that 
Borland's  QuattroPro  \iolates  the 
copyright  for  1-2-3. 

All  well  and  good,  but  the  payoff" 
for  Borland  has  got  to  come  ultimate- 
ly from  mass  market  applications,  not 
tools.  Borland  has  been  averaging 
30,000  copies  a  month  of  its  C++. 
Microsoft  sells  400,000  units  a 
month  just  of  Windows. 

Microsoft  Chairman  William 
Gates,  who  enjoys  twitting  competi- 
tors and  prospective  competitors, 
says:  "Borland  has  taken  objects  so  far 
out  into  the  buzzword  categon-  that 
they  win  the  award.  If  C++  is  so  fast, 
then  it  is  amazing  how  slow  the>'  have 
been  to  ship  any  applications  devel- 
oped internally  with  it." 

The  wisdom  of  Borland's  conver- 
sion to  C++  will  be  tested  later  this 
year  w  hen  rvvo  important  applications 
coded  in  it,  Quattro  Pro  for  Windows 
and  Paradox  for  Windows,  are  re- 
leased. Maybe  Bill  Gates  won't  be 
gloating  then  Or  maybe  he  will  be. 
The  market  will  decide.  ^M 
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le  printer  with  a  split  personality 


c  iwrj  HrairtiFVioid  Ctnipany    ■SuHEMfd  l'^  tas  pnor  PEULir. 


rhe  HP  DeskJet  500C. 
^ints  crisp  black  & 
vhite  and  color  for  only 


^,095: 


Sometimes  the  Hewlett-Packard 
DeskJet  500C  is  a  black  and  white 
printer.  Smart -looking,  formal,  very 
businesslike.  And  because  it's  a 
Hewlett-I^ckard  inlget  printer,  it  gives 
you  laser-quality  printing  with  clean, 
crisp  t\pe  and  ^phics.  For  a  very 
logical  price. 

But  other  times  the  DeskJet  500C  is 
a  cok)r  printer  .lust  snap  in  a  cartridge 
and  check  out  its  v\ilder  side,  (iet  the 
same  clear,  sharj'  print  cjuality.  But  in 
color  Ch(M>se  from  thousands  of  dif- 
ferent shades  to  rt^ally  make  your  pn)- 
posals  and  presentations  come  to  life. 

Get  the  HP  DeskJet  500C  for  PCs  or 
the  DeskWriter  C  for  Macintosh.  Both 


come  with  HP^  three-year  limited 
warranty.  They  print  on  plain  paper  or 
transparency  and  work  with  all  the 
pojjular  software.  They're  easy  to  use 
and  small  enough  to  fit  on  your  desk. 

To  see  a  demonstration  of  how  the 
DeskJet  5(X)C  or  DeskVVhter  C  ran  add 
some  personalitv  to  anything  vou 
print,  call  1-800-552-8500,  Ext,"  3069 
for  a  print  sample  and  the  name  of 
the  authorizetl  IIP  dealer  nearest  you. 
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HEWLETT 
PACKARD 


This  Isnt  ThE  Latest 

In  IfeLECOMMUNIOmONS 
ICHNOLOGY. 
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This  Is. 


Helen  Hausimnn 
Customer  Service 
Representative 
^nple.TX 


As  a  leader  in  telecommuni- 
cations and  in  the  use  of  its  latest 
technologies,  Centel  has  succeed- 
ed by  remembering  that  real 
communication  doesn't  happen 


hardware  to  hardware.  It  hap- 
pens people  to  people. 
Which  means  that  the  quality 


of  your  communication  depends 
on  the  quality  of  the  people  be- 
hind it.  And  nobody  in  telephone 
or  cellular  makes  that  connection 
better  than  Centel. 


CENTEL 

WHERE  PEOPLE  CONNEQ 

TELEPHONE-CELLULAR 

©  1991  Centel  Corporation.  For  more  information,  please  wrrte  to  Centel  Corporation.  DepL  A,  8725  HIggins  Road.  Chicago,  IL  60631. 
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Alice  in 
computerland 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


Interactive  TELEVISION.  Ubiquitous 
computing.  Video  dial  tone.  National 
Research  &  Education  Network. 

All  these  concepts  are  about  to 
surround  us,  much  as  personal  com- 
puters started  to  show  up  almost  20 
years  ago.  But  the  PC  didn't  catch  on 
until  useful  and  usable  software  ar- 
rived, beginning  about  ten  years  ago. 

We're  going  to  see  the  same  thing 
happen  with  high- bandwidth  tech- 
nology. The  naked  platforms  will  be 
cheap  and  available,  but  there  won't 
be  much  to  do  with  them.  You  can 
have  immediate  access  to  a  digital 
library,  but  how  can  you  find  what 
you're  looking  for?  You  can  send  e- 
mail  to  anyone  in  the  civilized  world, 
but  how  do  you  find  an  individual — 
and  understand  his  language? 

In  the  electronic  communications 
business,  we're  now  at  a  stage  of 
development  corresponding  to  the 
VisiCalc  era  in  spreadsheets,  circa 
1980.  VisiCalc  was  a  usefiil  tool  and 
easy  to  learn,  but  it  took  1-2-3  to 
broaden  the  market  for  spreadsheets 
by  making  them  powerful  and  easier 
to  use.  It  also  took  a  broadening  of  the 
market  for  personal  computers  over- 
all, courtesy  of  graphical  user  inter- 
faces such  as  the  Macintosh's  or  Mi- 
crosoft Windows. 

What  will  do  the  same  for  high- 
bandwidth  communications?  The 
next  step  up  from  the  graphical  inter- 
face will  be  the  intelligent  interface. 
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The  graphical  interface  deals  mosdy 
with  what's  on  the  screen;  the  intelli- 
gent one  will  deal  with  the  content — 
with  that  broader,  more  complex 
world  outside  rather  than  just  with 
the  user's  own  information. 

Some  techniques  are  already 
emerging,  starting  with  text  retrieval: 
"Find  aU  the  articles  with  the  words 
'inteUigent,'  'computer'  and  'inter- 
face.' "  Depending  on  the  reach  of 
your  query,  you  may  get  hundreds  or 
even  thousands  of  articles.  How  do 
you  find  the  good  ones?  One  tech- 
nique that  may  prove  to  be  useful  is  a 
sort  of  citation  index:  The  computer 
can  list  articles  selected  by  users  whose 
judgment  you  respect  (and  who  have 
agreed  to  have  their  names  used,  per- 
haps for  a  fee). 

The  intelligent  interface  will  also 
have  to  deal  with  the  matter  of  access. 
High  bandwidth  means  lots  of  data — 
memos,  photos,  junk  electronic 
mail — far  too  much  to  see  or  read. 
How  do  you  filter  out  the  trash?  You 
could  start  with  the  electronic-mail 
equivalent  of  caller- id.  The  sender 
would  be  identified,  and  undesirables 
wouldn't  get  through.  Or,  I  may  have 
a  special  Ust  of  people  from  whom  I 
receive  mail  for  free;  all  others  have  to 
pay  me  25  cents  per  page  to  open  their 
missives. 

All  this  is  technologically  feasible 
today.  But  how  will  it  be  implement- 
ed? It's  going  to  take  a  lot  of  experi- 
mentation. By  whom?  The  Bell  oper- 
ating companies,  benefiting  from 
their  new  freedom?  I  suspect  they  lack 
the  imagination. 

Instead,  I'd  nominate  the  new  re- 
search center.  Interval  Research,  just 
founded  to  much  fanfare  by  Micro- 
soft cofounder  Paul  Allen  and  David 
Liddle,  a  key  figure  in  the  develop- 
ment of  the  graphical  user  interface  at 
Xerox's  Palo  Alto  Research  Center. 
Once  the  ideas  have  been  proved, 
then  perhaps  some  big  companies  will 
have  the  courage  to  give  them  a  whirl. 


Such  advances  frequentiy  come  not 
from  companies  beset  by  the  day-to- 
day pressures  of  satisfying  a  customer, 
but  rather  from  independent  research 
by  people  given  the  freedom  to 
dream.  Ironically,  Xerox's  PARC  did  a 
lot  more  for  the  industry  than  it  ever 
did  for  Xerox.  Modeling  itself  on  the 
old  PARC,  but  without  a  Xerox,  Inter- 
val will  work  for  the  industry  at  large 
rather  than  for  a  single  vendor.  It  will 
earn  its  keep  either  by  collecting  li- 
censing revenues  or  by  getting  a  piece 
of  startups  that  use  its  technology. 

Liddle,  47,  bears  watching.  I  first 
met  him  ten  years  ago,  when  he  had 
just  left  PARC  to  found  Metaphor 
Computer  Systems,  which  pioneered 
in  applying  many  concepts  developed 
at  PARC  to  a  mundane  task — data  anal- 
ysis. At  PARC,  he  led  development  of 
the  Star,  the  famous  Xerox  computer 
system  that  led  to  Apple's  Lisa  and 
later  the  Macintosh,  and  later  yet, 
Microsoft's  Windows.  (Despite  the 
spelling,  he  pronounces  his  name 
with  the  accent  on  the  second  sylla- 
ble— like  his  great-great-aunt  Alice 
Liddell,  for  whom  Lewis  Carroll 
wrote  Alice  in  Wonderland.) 

For  all  their  conceptual  success,  the 
Star  and  the  Lisa  were  commercial 
duds,  while  the  Mac  and  Windows  are 
hauling  in  billions  in  revenues.  Meta- 
phor, Liddle's  next  venture,  was  like- 
wise a  conceptual  success  but  a  com- 
mercial disappointment.  Metaphor 
was  ultimately  acquired  by  IBM. 

The  mark  of  a  real  innovator  is  that 
he  moves  on  just  when  other  people 
are  beginning  to  pick  up  on  his  earlier 
ideas;  Liddle  is  now  way  beyond 
graphical  user  interfaces  and  object- 
oriented  programming.  He  has  man- 
aged to  make  remarkably  few  enemies 
for  someone  so  active  in  a  notably 
competitive  business.  Pardy,  it's  be- 
cause he's  never  really  owned  the 
commercial  successes  that  flowed 
from  his  ideas.  Instead,  he's  led  other 
people  on  to  greatness,  a  role  he  may 
fill  again  at  Inters al  Research. 

"At  Xerox,"  saN^s  Liddle,  "wc 
piled  all  these  ideas  on  the  intellec- 
tual loading  dock,  and  now  they've 
prett>-  much  all  been  taken  away 
and  delivered" — mostly  not  by  Xe- 
rox. "Now  rd  like  to  fill  up  another 
loading  dock  with  a  set  of  funda- 
mental ideas  and  technologies  for 
the  next  20  years."  Hi 
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SCIENCE  &  TECHNOLOGY 


Sub-marine 
stocks  to  buy 


■Hil/ih'Jj;irH:yi:Vi,',l[H!M^lHM:HlJ;iKiB 


Michael  Glanturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Here  are  two  marine  technology 
stocks,  scraping  bottom  not  long  ago 
but  likely  to  surface  soon:  Digicon 
and  Lowrance  Electronics.  If  they 
turn  in  another  solid  quarter  to  con- 
firm their  promising  recent  results,  I 
will  consider  them  turnaround  buys. 
If  you  are  a  speculative  investor,  con- 
sider them  now. 

Digicon,  based  in  Houston,  con- 
ducts marine  surveys  to  gather  off- 
shore geophysical  data  for  oil  compa- 
nies. Lowrance  Electronics,  in  Tulsa, 
makes  marine  electronics  gear  for 
sport  fishermen.  Both  companies 
have  developed  highly  specialized 
technologies  to  examine,  with  sound 
waves,  what  is  in  the  ocean  or  lying 
below  the  ocean  floor.  One  hunts  oil, 
the  other  fish. 

About  90%  of  Digicon's  work  is  in 
foreign  waters,  which  is  where  most 
ofl^shorc  oil  exploration  has  been  con- 
ducted in  recent  years.  A  survey  ship 
systematically  traverses  a  map  grid, 
dragging,  on  cables,  arrays  of  micro- 
phones called  hydrophones.  A  loud 
report  produced  by  an  underwater 
noisemakcr  is  reflected  from  subsea 
rock  formations.  The  reflected  sound 
is  sensed  by  the  hydrophones  and 
recorded  in  digital  form  for  later  com 
putcr  analysis  onshore.  The  picture 
that  emerges  from  the  computer 
shows    where    geolt)gic    formations 
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suggest  the  presence  of  oil  or  gas. 

Finding  fish  calls  for  remarkably 
similar  technology.  Using  IxDwrance 
Electronics  sonar,  a  fisherman  can, 
just  like  a  destroyer  captain  tracking 
hostile  submarines,  locate  individual 
fish  and  see  the  shape  and  proximity 
of  a  lake  or  sea  bottom.  Lowrance  also 
supphes  satellite  navigation  gear  that 
uses  global  positioning  satellite  sig- 
nals to  direct  the  boat  owner  to  his 
favorite  fishing  holes. 

Both  the  companies  and  their  in- 
dustries have  had  their  troubles. 

The  downside  of  the  oil  business  in 
the  1980s  was  evident  to  every  inves- 
tor. Digicon  emerged  fi-om  Chapter 
II  bankruptcy  in  July  1991  and  has 
reported  a  modest  profit  in  the  Jan.  3 1 
quarter:  $1  million,  or  7  cents  a  share, 
on  revenues  of  $27.7  million.  In  the 
worst  of  its  times,  the  value  of  Digi- 
con's old  common  stock  was  reported 
by  the  Boston  Stock  Exchange  in  mils 
per  share.  The  postbankruptcy  shares 
trade  on  the  American  Stock  Ex- 
change at  4%.  That  represents  a  2.4 
multiple  of  book  value. 

At  the  end  of  January  Digicon's 
backlog  was  $67  million,  up  just  a 
nudge  from  last  July's  $66  million. 
This  seems  to  reflect  the  business' 
basic,  underlying  sensitivity  to  the 
price  of  oil,  which  has  dipped  since  the 
Gulf  war.  Digicon  nonetheless  has 
benefited  from  the  oil  industry's  in- 
creasing emphasis  on  three-dimen- 
sional images  of  geologic  formations. 

These  3-D  pictures — metaphori- 
cally, sharply  defined  X  rays  of  the 
earth — are  constructed  using  a  new 
generation  of  software  and  supercom- 
puters. The  3-D  seismic  images  cut 
the  cost  of  finding  oil.  They  also  have 
value  in  mapping  and  managing 
known  reservoirs.  The  supercom- 
puters have  a  voracious  appetite  for 
raw  data.  It  requires  far  more  data  to 
construct  a  3-D  image  than  a  conven- 
tional 2D  image.  And  data  is  what 
Digicon  gathers,  processes  and  sells. 


Lowrance  Electronics  is  coming  of 
an  especially  diflRcult  year.  Almost 
50%  of  the  company's  business  is  writ- 
ten during  the  normally  vigorous  first 
quarter,  when  winter  loosens  its  grip 
and  boat  shows  stimulate  interest. 
Last  year  the  Gulf  war  gave  sport 
fishermen  and  everyone  else  a  sober- 
ing jolt  that  hit  leisure  businesses 
hard.  Boat  sales,  hurt  by  both  the  war 
and  the  recession,  hit  a  nine-year  low 
in  1991.  It  now  seems  possible  that 
this  statistic  marked  a  bottom. 

For  the  quarter  ended  Jan.  31, 
Lowrance  reported  sales  of  $17.5  mil- 
lion, versus  $14.4  million  a  year  ago. 
The  earnings  per  share  were  25  cents, 
versus  a  loss  of  a  penny  a  year  ago. 
This  company  is  a  survivor.  It  was 
founded  in  1957.  At  one  time,  nearly 
300  manufacturers  attempted  to  tap 
into  the  market  for  "fish  finders,"  but 
the  business  has  long  since  shaken  out 
and  is  now  dominated  by  Lowrance 
and  a  few  competitors. 

Fish  finding  is  an  impressive  busi- 
ness. There  is  nothing  toylike  about 
the  technolog)',  which  is  plainly 
adapted  from  that  of  warfare.  Low- 
rance sonar  systems  can  operate  at 
boat  speeds  of  up  to  70mph.  (Contest 
bass  fishermen,  a  deadly  serious 
breed,  routinely  use  this  capability.)  A 
split-screen  liquid  crystal  display 
shows  the  skipper  precisely  where  he 
is  and,  in  three  dimensions,  where 
the  fish  are. 

A  contest-qualit>-  boat  for  fi-eshwa- 
ter  bass  fishing  can  cost  $30,000, 
including  engine,  instruments  and 
electronics.  Ofl'shorc  sport  fishing 
vessels  cost  substantially  more,  so  this 
is  not  a  casual  or  low  dollar  market. 
Lowrance  has  completed  a  leaning- 
down  year  and,  as  the  recession  cases, 
should  have  a  gocxl  spring.  The  stock 
recently  traded  at  4^4,  which  is  2.1 
times  lx>ok  value.  Of  the  two,  Digicon 
and  Ixnvrance  Electronics,  it  appears 
Lowrance  has  more  immediate  appeal 
for  speculative  stock  playei"s.  ^M 
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You're  Carrying  4  Tons  Of 
Explosives  And  People  Are 


No  problem.  You're  in  an  FA-18  Hornet, 
in  Operation  Desert  Storm,  two  McDonnell 
Douglas  F  A-18s  were  able  to  engage  and  shoot 


down  two  enemv  MiGs.  even  while  loaded 


down  with  several  tons  of  bombs 


and  missiles.  Then  the 


FA-18  pilots 


complete  their 
real  mission:  Bombing  an 
Iraqi  airfield.  The  F  A-18  Hornet  is  just 
one  in  a  long  line  of  McDonnell  Douglas 
success  stories— from  the  dependable  Delta 
Rocket  to  the  fearsome  .Apache.  It's  this 
record  of  proven  performers  that  has  made 
us  a  world  leader  in  aerospace  technolog\\ 
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Pevjormance  Above  And  Beyond. 


Redefining  TVansportation:  People  on  the 


move  expect  to  travel  on  time,  with  maximum 


le; 


Orlando  International  Airport  People  Mover 


safety,  comfort  and  convenience.  Transportation      c 


system  operators  expect  the  same, 


Hartsfield  Atlanta  International  Airport  People  Mover  Operation  and  Maintenance 


and  rely  on  equipment  to  perform 


at  its  best  even  when  conditions  are  most 


Las  Colinas,  near  Dallas,  Texas,  Urban  Center  People  Mover  ■  ■ 


demanding.  That's  why  they  count  on  technology 


Seattle  Dual  Mode  Bus 


from  AEG  Westinghouse  Transportation  Systems. 


Their  confidence  in  us  has  made  us  a  world 


San  Francisco  Bay  Area  Rapid  Transit 


leader  in  electric  propulsion  and  automatic  train 


Buffalo  Light  Rail  Transit  Vehicle 


control  for  mass  transit  applications,  and 


the  number  one  supplier  of 


Touch-Screen  Automatic  Train  Control 


automated  people  mover  systems. 


Call  (908)  231-8405  to  see  how  AEG  can 


redefine  transportation  for  you. 


Downtown  Miami  Metrorail  (top)  and  Metromover  (bottom) 


E 


AEG  Corporation. 


AEG 


Member  of  the  Daimler-Benz  Group 
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It's  bargains  ahoy!  in  the  luxury  cruise 
business— if  you  can  call  $300  to  $750 
per  person,  per  day,  a  bargain. 

Queasy  times  for 
de  luxiuy  fleet 


It  was  just  dawn,  and  the  Sea  God- 
dess I  was  approaching  Portimao  on 
the  coast  of  Portugal.  A  lone  passen- 
ger, on  the  top  deck  for  a  better  view, 
pulled  up  a  chaise  longue.  But  notic- 
ing it  was  wet  with  dew,  he  looked 
around  for  a  towel.  A  used-towel  bin 
was  nearby  and  he  pulled  one  from 
the  pile.  But  before  he  could  wipe  off 
the  chair,  a  man  in  a  crisp  white 
uniform  beat  him  to  it,  using  a  fresh 
towel.  He  then  offered  to  fetch  the 
passenger  tea. 

It  was  only  then  the  passenger  no- 
ticed that  it  was  the  ship's  chief  offi- 
cer— the  number  two  man  in  com- 
mand of  the  ship — and  not  a  steward 
who  had  attended  to  him. 

On  small  luxury  cruise  ships,  such 
service  and  attention  to  detail  is  not 
unusual  these  days.  In  fact,  it  could  be 
a  matter  of  survival  for  the  owners. 


There  is  now  a  fleet  of  22  small 
luxury  vessels,  each  catering  to  200  or 
fewer  passengers  (the  big  cruise  ships, 
by  contrast,  carry  up  to  2,600).  It's 
probably  a  few  too  many.  The  ships 
are  engaged  in  a  new  form  of  sea  batde 
for  the  well-heeled  customer's  wallet. 
Their  weapons:  pampering  service, 
Lucullan  meals,  spacious  accommo- 
dations, lecturers,  unusual  destina- 
tions and  land  excursions.  The  shal- 
low-draft ships  call  at  ports  from  Tahi- 
ti to  the  Amazon  to  East  Africa  to 
Beijing. 

Prices  range  from  about  $300  to 
$750  per  person,  per  day,  which  can 
include  everything  from  airfare  to  tip- 
ping to  gourmet  meals  to  drinks.  But 
those  are  list  prices;  discounts  are 
common  on  some  ships,  and  repeat 
passengers  routinely  get  special  deals. 

Last  year  was  a  stormy  one  for  the 


cruise  industry',  including  the  luxun,' 
segment.  The  recession  and  the  Gulf 
war  caused  a  lot  of  passengers  to 
cancel  or  postpone  cruises,  especially 
in  the  Mediterranean. 

This  year  has  been  a  lot  better, 
according  to  analyst  Peter  McMullin 
of  Southeast  Research  Partners.  But 
discounting  continues.   Renaissance 
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Windstarcriiisifif^  off  Tahiti 

$350  per  person,  per  day,  but  you  mi^  get  a  discount. 


Standard  cabin  aboard  the  Wmdstar 

A  crew  of  91  attend  a  maximum  of  148  passengers. 
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ABOVE;  Standard  suite  on  Seabourn  Pride 
LEFT:  Seatx)urn  Pride  plies  the  Amazon 
Eleven  days  from  $7,300  per  person. 


Cruises,  for  example,  lists  its  rates  at 
about  S425  a  day,  but  with  eight  ships 
to  fill,  the  line's  offering  "deals  like 
'  you  can't  believe,"  marxels  Susan  Fer- 
•  ris  of  Classic  Cruise  &  Travel  in  Tar- 
zana,  Calif. 

The  soft  market  has  caused  a  lot  of 
musical  ships.  Some  small  luxury  lines 
have  changed  ownership,  taken  on 


new  partners  or  sold  vessels.  Seabourn 
Cruises  sold  25%  of  itself  to  Carnival 
Cruise  Lines  in  March,  and  CCL  has  an 
option  to  buy  another  25%. 

Last  year  Renaissance  Cruises 
changed  hands;  so  did  several  Salen 
Lindblad  ships,  and  in  January  Societ>^ 
Expeditions  went  into  Chapter  H .  Its 
Wofld  Discoverer  still  sails,  but  under 


the  Clipper  Cruise  logo.  The  Society 
Explorer  is  in  dr\'  dock,  but  Aber- 
crombie  &  Kent  hopes  to  buy  and 
operate  it  in  the  fall. 

What's  bad  for  the  cruise  operators 
is  good  for  the  passenger,  at  least  for 
now.  Consider  this:  A  room  at  the 
Plaza  Athenee  in  Paris  runs  about 
S500  per  day,  and  a  gourmet  meal  for 
two  at  a  top  restaurant  like  Jamin 
Robuchon  is  another  $400.  Add 
S200  a  day  per  person  for  transporta- 
tion (including  round-trip  airfare), 
entertainment,  other  meals,  tips, 
cocktails  and  incidentals,  and  you're 
well  within  the  range  of  many  luxur)' 
cruises. 

Here's  a  rundown  of  the  small  lux- 
ury' lines,  what  they  have  to  offer  and 
where  they  cruise. 

Renaissance     Cruises     (800-525- 


j ^ 

m^^^^^ 

^^^^^^^^^^^^^^^^■^^ 

K"^'^^^'           -^  -'.  I 

HH 

■BmH 

hJI^^-^-      -----  -------  ^^^ 

Passengers  from  Sea  Goddess  II 
Beach  parties  are  on  the  itinerary. 


Like  other  small  luxury  ships.  Sea  Goddess  ships  can  enter  shallow  waters 
Indonesia  is  one  of  her  destinations. 
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All  ACROSS  Europe, 

AsTHENEWDAi^ARRIVES, 

SODOWE. 
/i»v 


Old  City  Center,  Munich. 


FRANCE 


ITALY 


SWEDEN 


SPAIN 


BELGIUM 


With  The  Most  nonstops  To  Europe. 

It  happens  in  London  and  in  Paris  just  as  the  diies  stan  to  stir. 

It  happens  in  FranWiin  and  Munich,  Zurich  and  Milan.  In  Stockholm.  Glasgow; 

Brussels,  Manchester,  Madrid.  And  in  June,  it  will  happen  in  Beriin. 

All  across  Europe,  American  arrix-es  just  as  the  da\'  begins.  So  whatever 

brings  you  to  Europe,  fly  the  aiiiine  that  has  brought  Europe  closer 

than  e\'er  before.  As  close,  in  feict  as  tomorrow  morning. 

AmericanAiriines 

So?7iet/ji?ig  special  to  Ewxpe 


Schedules  subiea  to  change 


SWITZERLAND 


SCOTLAND 


ENGLAND 


GERMANY 


PERSONAL  AFFAIRS 


2450).  Ships:  There  are  eight — Re- 
naissance /to  /Feach  has  50  suites  for 
up  to  100  guests.  Length,  290  feet. 
Renaissance  V  to  VIII  each  has  57 
suites  for  up  to  114  guests.  Crew  of 
72.  Destinations:  Scandinavia,  Carib- 
bean, Mediterranean,  Africa.  Average 
daily  rate:  $350  to  $400  per  person, 
double  occupancy,  including  airfare 
and  hotel  before  and  after.  Tipping 
expected.  Cabins:  outside  suites  210 
to  287  square  feet  with  refrigerator, 
Tv/vCR,  18 -hour  room  service.  Din- 
ing: international  menu.  Flexible 
hours,  open  seating  at  dinner,  or  have 
seven-course  dinner  in  your  suite. 
Drinks  extra.  Special  features:  video 
library,  Jacuzzi,  exercise  equipment, 
water  sports,  piano  bar,  dancing,  casi- 
no. Special  trip:  African  safari/Sey- 
chelles vacation — fly  into  Nairobi  and 
then  on  to  the  Masai  Mara  National 
Reserve  for  a  5 -day  Micato  safari, 
followed  by  a  10-  or  11 -day  cruise  to 
the  Seychelles  in  the  Indian  Ocean. 
Price:  between  $8,000  and  $11,000 
per  person,  including  airfare. 

Seabourn  Cruise  Line  (800-351- 
9595).  Ships:  Seabourn  Pride  and 
twin  Seabourn  Spirit.  Maximum  of 
200  passengers,  crew  of  140.  Destina- 
tions: Caribbean,  Europe,  Mediterra- 
nean, Baltics/Scandinavia,  New  Eng- 
land/Canada, Southeast  Asia,  South 
America,  Panama  Canal.  Prices:  aver- 
age daily  rate  $600  to  $700,  including 
airfare.  No  tipping.  Most  trips  7  and 
14  days.  Cabins:  Basic  suite  measures 
277  square  feet,  others  up  to  575 
square  feet.  Stocked  bar,  Tv/vCR,  24- 
hour  room  service.  Dining:  open  seat- 
ing at  dinner.  Special  diet  and  health 
foods  available.  Drinks  extra.  Special 
features:  foldout  marina  off  the  stern 
for  water  sports,  live  entertainment, 
casino,  beauty  salon,  pool,  three 
whirlpools,  health  spa.  Special  trip: 
the  Amazon  river  aboard  the  Sea- 
bourn Pride,  11  days,  $7,300  to 
$1 1 ,590  per  person,  including  airfare 
from  Florida. 

Royal  Vikinjf  Line  (800-422- 
8000).  Ship:  Royal  Vikirijj  Queen, 
Seabourn-type  vessel,  438  feet,  212 
passengers,  135  crew.  Destinations: 
world  cruises,  Americas,  Europe,  Af- 
rica, Pacific  Rim.  Average  daily  rate: 
$750,  including  airfare.  C'abin:  Basic 
suite  is  277  square  feet,  some  larger 
with  balconies,  iv/x'c  R,  stocked  bar, 
safe.   Special   features:   librar)',   bou- 


tique, boardroom,  live  entertain- 
ment, casino,  computerized  golf,  jog- 
ging track,  two  whirlpools,  health  spa, 
Jacuzzi,  beauty  salon.  Floating  mari- 
na for  water  sports.  Dining:  open 
seating.  Guest  chefs,  also  spa  cuisine. 
More  than  100  wines.  Afternoon  tea. 
Drinks  not  included.  Special  trip: 
China,  Japan.  Twelve  days  starting  in 
Hong  Kong,  to  Taipei,  Kagoshima 
and  Nagasaki,  Shanghai,  Seoul,  Da- 
lian and  Beijing.  Cost:  $13,370  to 
$19,910  per  person. 

Windstar  Cruises  (800-258- 
7245).  Ships:  three  440 -foot  sail 
cruise  ships.  Wind  Star,  Wind  Spirit, 
Wind  Son£i,  each  accommodating  148 
passengers  and  91  crew.  Destinations: 
Tahiti,  the  Caribbean  and  the  Medi- 
terranean. In  1993,  also  Southeast 
Asia.  Average  daily  rate:  $350,  airfare 
not  included.  No  tipping.  Cabins:  74 


Open-air  bar  aboard  the  Royal  Viking  Queen 
Newest  ship  in  the  small  luxury  fleet. 


deluxe,  185 -square-foot  cabins  each 
with  queen-size  bed,  radio,  TV/vcR, 
bar,  refrigerator,  telephone,  24-hour 
room  service.  Special  features:  com- 
puterized sails,  video  library,  saltwater 
wading  pool,  platform  for  water 
sports,  beaut}'  salon,  g\'m,  sauna  and 
masseuse.  Live  entertainment,  piano 
bar,  disco,  librar\'.  Cuisine:  American, 
French  and  Continental.  Drinks  ex- 
tra. Formal  dress  not  required.  Special 
trip:  French  Polynesia,  10-  and  11- 
day  cruises  depart  from  Papeete,  Ta- 
hiti and  sail  among  the  Society-  Is- 
lands. Starting  at  $4,000  to  $4,300 
per  person,  plus  airfare  and  port  taxes. 
Cuunrd  Line  (800-221-4770). 
Ships:  Sea  Goddess  I  and  Sea  Goddess 
II,  350-foot  ships  with  58  identical, 
205  st]uare- foot  suites  with  safe,  tele- 
phone, TvyvcR,  stereo,  refrigerator, 
stocked  bar,  24-hour  room  senice, 
includini;  4-  or  5  course  meals  an\' 


time.  Maximum  116  passengers,  89' 
crew.  Destinations:  Caribbean,  Eu- 
rope, Orient,  North  Africa,  Amazon] 
and  Alaska.  Average  daily  rate:  S750. 
Special  features:  spa,  swimming  pool,! 
hot  tub,  Jacuzzi,  g\'m,  sauna,  mas- 
seuse, water  sports  platform,  marble 
dance  floor,  librarv'.  Dining:  single] 
open  seating.  Unlimited  champagne  ^ 
and  caviar,  complimentary  wine  and 
liquor.  Tipping  discouraged.  Special 
trip:   Australia/Great   Barrier   Reef: 
12-    and    14-day   cruises    over   the 
1,200-mile  Great  Barrier  Reef.  Aver- 
age price:  $9,900  per  person,  includ- 
ing airfare. 

Clipper  Cruise  Line  (800-325- 
0010).  Ships:  three,  including  World 
Discoverer,  a  former  Societ)'  Expedi- 
tions ship  that  carries  138  passengers 
and  73  crew  members.  Accommoda- 
tions are  comfortable  but  not  extrava- 
gant. Destinations:  Falkland  Islands, 
Antarctica  and  the  Chilean  fjords.  Av- 
erage daily  rate:  about  5300  per  per- 
son. Special  trip:  the  Inside  Passage, 
from  Prince  Rupert,  British  Colum- 
bia, to  Kodiak  Island,  Alaska,  1 1  davs, 
from  $2,750. 

SeaQuest  Cruises  (800-223-5688). 
Ships:  two,  the  361 -foot  Frontier 
Spirit,  a  modern  164-passenger  vessel 
(78  crew),  and  the  older  295 -foot 
Caledonian  Star,  134  passengers  (70 
crew).  Destinations:  Europe,  the  Far 
East,  the  Arctic,  Antarctica,  Australia, 
East  and  South  Africa.  Average  daily 
rate:  $400,  including  hotel  and  airfare 
for  Frontier  Spirit,  and  S300,  exclud- 
ing hotel  and  airfare,  for  Caledonian 
Star.  Cabins:  outside  staterooms,  130 
square  feet  and  up.  Special  features: 
refrigerator,  T\/vcR,  g>'m.  Dining: 
open  seating,  gourmet  focxL  Special 
trip:  fly  from  Copenhagen  to  Green- 
land and  cruise  through  the  Canadian 
Arctic  \ia  the  Northwest  Passage  to 
Nome,  Alaska.  Price:  $13,000  to 
$27,000  per  person,  including  airfare 
and  hotel  before  and  after. 

Seven  Seas  Cruise  Line  (800  285- 
1835).  Ship:  Sonji  ofFlonrr,  409  feet, 
maximum  172  passengers,  144  crew. 
Destinations:  Asia  and  Alaska.  Stan- 
ing  in  1993,  Europe,  tixv  Average 
daily  rate:  $400  to  S450  per  person, 
not  including  airfare.  No  tipping. 
Cabins:  all  i>utside  statertH>ms,  180  to 
400  square  feet.  Dining:  open  seat- 
ing, se\  en -course  dinners,  free  drinks. 

-W.G.F.  and  Brkiio  McMkna.min 
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This  is  the  only 

dollar  bill  of  its 

land  ia  the  world 


It  was  entrusted  to  us  by  one 

of  our  5  million  policyowners. 

They,  in  turn,  were  given  it  by  an 

employer  as  part  of  their  wages. 

Wages  they  had  to  work  hard  for. 

The  least  we  can  do  is  invest  it 

wisely  and  prudently,  so  that 

whenever  it's  needed,  it  will  be 

here,  ready  and  waiting. 


[« 
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The  Company  You  Keep? 
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PERSONAL  AFFAIRS 


As  trade  with  China  has  opened  up,  so  has  the 
smuggling  of  its  antiquities.  Supply  is  up,  prices  down, 
and  serious  collectors  are  having  a  field  day. 

China  dolls 


By  Christie  Brown 

When  political  cartoonist  Ezekiel 
Schloss  and  his  wife,  Lillian,  needed 
money  for  medical  bills  in  1984,  they 
looked  to  their  collection  of  300  Chi- 
nese tomb  figures,  dating  from  206 
B.C.  to  A.D.  900.  The  Schlosses  had 
been  collecting  the  pottery  figures — 
horses,  camels,  cows  and  people — 
since  the  mid-1960s.  They  rarely 
spent  more  than  a  few  hundred  dol- 
lars for  any  of  the  pieces,  which  they 
picked  up  at  galleries  and  auctions  in 
New  York  City. 
When  they  put  50  of  their  best 


pieces  up  for  auction  at  Sotheby's,  the 
hammer  prices  delighted  them.  The 
auction  netted  the  Schlosses  almost 
$1.5  million.  One  buyer  paid 
$660,000  for  a  glazed  potter>^  horse, 
26  inches  high,  from  the  Tang  dynas- 
t>^  (ad.  618-906).  The  Schlosses  had 
bought  it  for  $8,000  in  1968. 

When  Ezekiel  Schloss  died,  in 
1987,  Lillian  sold  30  Chinese  figures, 
for  a  total  of  $400,000.  Estimated 
original  cost:  about  $15,000. 

Her  timing  was  perfect.  As  trade 
with  China  has  opened  up  in  the  last 


five  years,  prices  of  most  Chinese 
antiquities  have  collapsed.  Says  Lark 
Mason,  vice  president  of  the  Chinese 
department  at  Sotheby's:  "The  aver- 
age piece  bought  in  the  early  1960s 
for  about  $50  went  up  to  510,000  by 
the  early  1980s  but  has  dropped 
down  to  $2,000  since  then." 

The  plunge  in  prices  is  fine  with 
Lillian  Schloss,  who  is  back  to  buying 
again.  Since  her  husband's  death  she 
has  spent  about  SI  million  on  Chi- 
nese tomb  figures.  Her  collection 
now  numbers  about  300  clay  sculp- 
tures made  during  the  Han,  Six,  Sui 
and  Tang  dynasties,  dating  fi-om  200 
B.C.  to  A.D  900.  It  is  one  of  the  largest 
private  collections  in  the  country'. 

Why  the  price  volatility?  Some  an- 
cient history  is  in  order. 

Around  the  time  of  Confijcius  in 
the  5th  century  B.C.,  the  Chinese  be- 
gan burying  clay  figures  with  their 
dead.  They  included  whatever  items 
the  deceased  might  need  in  the  after- 
Ufe — pots,  jars,  sculptures  of  minia- 
ture   buildings,    towers,    musicians. 


Lillian  Schloss  with  tomb  figures  dating  from  206  B.C.  to  A.D.  900 

Netted  $1.5  million  on  sale  in  1984.  Prices  have  since  plummeted  80%. 


From  $8,000  to  $660,000. 


courtesans,    slaves,    horses,    camels, 
dogs  or  spirits. 

Made  in  simple  molds,  the  objects 
were  brightly  painted  or  glazed.  By 
the  Han  dynasty  (206  BC  to  .VD. 
220),  the  making  tif  tomb  figures  had 
become  an  industry .  During  the  Tang 
dynasty  (.vn  618  906),  an  era  of 
great  prosperin  and  trade,  the  art 
reached  its  peak.  The  figures  some- 
times displayed  fashions  from  farau'ay 
Persia.  lead  glazes  of  green,  bro\ui 
and  yellow  were  applied  to  prancing 
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horses  and  proud  camels. 

But  then  the  Tang  dynast)'  was 
overthrown,  and  clay  fiineran'  sculp- 
tures fell  out  of  fashion. 

For  a  millennium  thereafter,  the 
antiquities  lay  mosdy  undisturbed. 
But  after  World  War  I,  China  built  a 
railroad  that  cut  through  the  ancient 
cities  of  Xi'an  and  Luoyang,  capitals, 
respectively,  of  the  Han  and  Tang 
dynasties.  Amidst  the  rubble,  count- 
less tomb  figures  were  unearthed. 
Patched  together  (most  were  in 
pieces),  they  became  popular  souve- 
'  nirs  among  Westerners  in  Shanghai 
*and  Beijing  at  the  time — so  popular, 
in  fact,  that  tomb  robbing  became  a 
growth  industry'.  And  since  the  clay 
sculptures  were  so  easy  to  duplicate, 
fakes  also  proliferated.  During  the 
1930s  ancient  tomb  figures,  as  well  as 
modern  reproductions,  even  found 
their  way  to  the  shelves  of  Macy's  and 
Altman's  as  cute  lamp  bases. 

But  the  flow  of  antiquities  dried  up 
after  1949  when  Mao's  Communists 
took  power.  Prices  rose  sharply  in  the 
late  1970s  as  fakes  were  winkled  out 
by  scientific  tests  and  the  better  pieces 
won  new  appreciation. 

Now  that  C'hina  is  opening  up 
again,  there  has  been  a  new  deluge  of 
figures  on  the  market,  with  a  predict- 
able impact  on  prices.  "Since  the  early 
1980s  there  has  been  a  lot  of  surrepti- 
tious movement  of  objects  across 
China's  borders,  which  is  why  their 
value  has  gone  down  so  dramatical- 
ly," says  Robert  Thorp,  professor  of 
archaeology  at  Washington  Universi- 
t\'  in  St.  Louis. 

Collectors  Irene  and  Peter  Schein- 
man  are  delighted  with  the  lower 


prices.  Six  years  ago  Scheinman,  an 
investment  counselor,  and  his  wife 
got  interested  in  the  figures  when 
their  decorator  suggested  they  liven 
up  their  Manhattan  apartment  with 
some  Chinese  antiques.  While  look- 
ing at  ISth-centun,'  Chinese  porcelain 
vases  from  the  Qing  d\nast>',  the 
Scheinmans  happened  across  some 
tomb  figures  at  a  local  Chinese  an- 
tiques shop.  Fascinated,  they  prompt- 
ly overpaid  for  a  Sui  dynast}'  horse.  "It 
cost  almost  $10,000,"  says  Peter 
Scheinman,  "and  it  was  worth  about 
S6,000." 

But  rather  than  get  angry  at  the 
dealer,  Augustin  Tzen,  the  Schein- 
mans let  him  advise  them  on  how  to 
spend  around  $100,000  at  the  bian- 
nual auctions  of  Chinese  ceramics  at 
Sotheby's  and  Christie's  in  1986. 
Tzen  helped  them  select  20  figures. 
And  when  Tzen  went  on  a  buying  trip 
to  Hong  Kong  the  following  \'ear,  the 
Scheinmans  tagged  along,  paying  him 
a  10%  commission  on  whatever  they 
bought.  Tzen  closed  his  shop  last  year 
to  take  up  painting. 

The  Scheinmans'  collection  now 
numbers  some  160  pieces  and  in 
eludes  pots,  cups,  oxen,  horses  and 
camels  dating  back  to  5000  B  c:  Their 
best  bargains  have  come  from  Hong 
Kong.  For  instance,  in  1989  they 
bought  a  Six  D\nasties  horse  from  a 
dealer  on  Holl\A\c)od  Road  for 
S8,000.  While  negotiating,  the  dealer 
brought  out  a  Sotheby's  catalog  from 
the  previous  year  that  pictured  a  ver\ 
similar  Six  Dvnasties  horse  estimated 
to  sell  for  $8,000  to  $12,000.  What 
the  Hong  Kong  dealer  didn't  know  — 
but  the  Scheinmans  did — was  that  the 


same  horse  had  realized  S38,000  at 
auction,  and  was  sold  yet  again,  to 
Lillian  Schloss,  for  $60,000,  the  most 
she  has  ever  spent  on  a  single  object. 

The  most  the  Scheinmans  have 
spent  on  a  piece  is  $  1 05,000.  This  was 
for  an  elaborately  glazed  Tang  camel 
in  excellent  condition.  Most  tomb 
figures  have  had  their  legs,  arms  or 
head  broken  oflfat  some  point.  How 
well  the  pieces  are  put  back  together 
greatly  affects  the  price  of  an  object. 
It's  not  unusual,  for  example,  to  find  a 
horse  with  rv\o  camel's  legs  or  a  cour- 
tesan with  a  man's  head. 

The  Scheinmans'  favorite  way  to 
spot  the  amount  of  repair  work  on  an 
unglazed  piece  is  spritzing  a  figure 
with  water,  a  trick  they  learned  from  a 
Hong  Kong  dealer.  Cracks,  no  matter 
how  skillfully  covered,  will  show  up 
when  an  unglazed  piece  is  wet.  The 
w  ater  test  can  also  indicate  if  a  piece  is 
fake — modern  clay  won't  dn,-  quickly, 
while  ancient  clay  will  because  it  is 
much  more  absorbent. 

When  in  doubt  about  authenticity', 
the  Scheinmans  and  other  serious  col- 
lectors ship  core  samples  of  their 
pieces  oft  to  places  like  Oxford  Uni- 
versity's Institute  for  the  History'  of 
Art  and  Archaeology'  for  thcrmolumi- 
ncscence  tests.  These  tests  can  date 
potten,'  to  within  200  years.  The  test- 
ing costs  about  S300. 

The  Scheinman  collection  will  be 
on  exhibit  this  fall  at  the  Baltimore 
Museum  of  Fine  Art,  and  the  Schloss 
collection  at  Hofstra  L^niversit)',  be- 
ginning FebruarN'  1993.  Sotheby's 
and  ('hristie's  next  auctions  of  Chi- 
nese antiquities  will  be  lune  3  and 
lune  4,  respectively.  ^M 
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Virtually  any  business  day  of  any  week,  Gulf  stream  IVs  are  seen  waiting  on 
the  ramps  ^airports  serving  the  major  business,  financial  and  government 
centers  of  Europe. 
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The  range  and  speed  of  the  Gulf  stream  IV  make  it  ideally  suited  for  tht 
comparatively  long  distances  involved  in  most  business  andgovemme*^ , 
travel  in  the  Pacific  rim. 


I  ji 


Global  access  and  tM 
are  synonymous. 


It  is  interesting  to  contemplate  how  many  other 
business  jet  manufacturers  seem  to  have  discovered 
the  world  lately 

The  fact  that  they  are  now  advertising  the  "global" 
capabilities  of  their  airplanes,  of  course,  simply 
reflects  their  anxiety  to  capitalize  on  the  changing 
perspectives  of  business  as  a  whole. 

For  many  major  corporations,  a  worldwide  search 
for  opportunities  has  become  not  merely  a  quest  for 
growth,  but  perhaps  survival. 

This  search  is  also  triggering  deeper  change. 
Corporate  strategies  to  achieve  global  objectives 
are  reshaping  virtually  everything  we  thought  we 
knew  about  the  business  of  doing  business.  K  this 
weren't  enough,  the  once-familiar  world  order  is  in 
economic,  political  and  sociological  upheaval. 

And  yet,  for  all  the  astonishing  speed  with  which 
it  is  changing,  the  global  arena  is  one  in  which  delib- 
erate, face-to-face  communications  between  principal 
decision-makers  are  more  vital  to  success  than  ever 
before. 

That  should  not  be  surprising. 

Whether  it  is  at  home  or  abroad,  in  business  or  in 


govenmient,  personal  involvement  is  still  the  constant 
in  assessing  and  managing  challenges.  Nothing  takes  i 
the  place  of  being  there  and  seeing  things  for  yourself. 
Which  brings  us  back  to  those  other  business  jets 
and  our  thoughts  about  them.  ' 

Any  airplane  can  take  you  from  Pbint  A  to  Point 
B.  The  farther  the  distance  between  those  two  points, 
however,  the  more  capable  the  aircraft  has  to  be.  K 
they  are  continents  apart,  it  is  imperative  that  the 
machine  satisfies  the  most  demanding  criteria  for 
size,  range,  speed,  airport  performance,  engine  relia- 
bility and  systems  dependability 

No  airframe  manufacturer  knows  more  about 
designing  and  building  business  airplanes  with  all 
this  in  mind  than  we  do. 

Worldwide  business  flying  was  pioneered  and 
proven  by  our  Gulfstream  II  business  jets  throughout 
the  1970s. 

The  global  reach  of  the  Gulfstream  111,  demon- 
strated so  convincingly  during  the  1980s,  is  no  less  in 
the  1990s. 

Todays  Gulfstream  IV,  with  range,  speed,  size  and 
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We  invite  you  to  send  for  "Operating  Business  Aircmft:  Financial  Benefits  and  Intangible  Advantages!"  a 
highly  informative  and  objective  look  at  how  and  why  the  investment  in  corpomte  aircraft  such  as  the 
Gulfstream  IV  can  return  important  dividenct  to  wur  organization  in  terms  of  productivity  and  incrwised 
management  effectiveness,  lb  receive  your  free  copy,  write  on  yvur  letterhead  to  Gulfstream  Aerospace 
Corpomtion.  Marketing  Ser\'ices.  Mail  Station  B04.  PO.  Box  2206.  Savannah.  Georgia  31402  U.S.A. 
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■"^  Gulfstream  IVs  are  familiar  visitors  at  airports  throughout  the 
">  I  Middle  East,  and  nearly  every  nation  in  the  region  takes  advantage  of 
Gulf  streams  to  conduct  its  affairs. 


The  Gulfstream  IV  reduces  the  distance  between  A  ustralia  and  the  United 
Stales  to  one  stop,  compared  with  the  two  or  more  stops  required  by  other 
business  aircraft. 


idf stream  IV 


flight  management  technology  superior  to  anything 
else  on  the  market,  is  almost  universally  regarded  by 
aviation  professionals  as  the  finest  aircraft  of  its  type. 
V    This  amazing  business  jet  can  fly  you  and  8, 10, 12 
t)r  more  of  your  key  executives  and  staff  nearly  5,000 
statute  miles  non-stop,  equalling  or  exceeding  com- 
mercial airline  timetables.  It  gives  you  global  access 
with  uncompromised  timeliness,  convenience  and 
security. 

It  can  also  fly  short  trips  efficiently  and  cost- 
effectively  You  can  go  to  places  where  airline  service 
is  either  impractical  or  impossible,  often  visiting 
several  locations  in  a  single  day,  optimizing  your 
time  and  energies. 

In  short,  the  Gulfstream  IV  has  an  uncommon 


versatility  that  makes  it  uncommonly  productive. 
Which  brings  us  back  to  the  idea  of  being  there 
and  seeing  things  for  yourself. 

We  invite  you  to  take  a  first-hand  look  at  the 
Gulfstream  fv  on  an  actual  business  trip  you  and  your 
key  executives  need  to  make  somewhere  in  the  world. 

\bu  see,  more  than  150  of  these  remarkable 
machines  are  at  work  today,  flying  your  peers  wher- 
ever their  business  takes  them,  at  home  or  abroad. 
A  full-scale  demonstration  trip  can  show  you  the 
advantages  they  already  enjoy,  while  you  discover 
what  global  capabilities  in  a  business  jet  are  all 
about.  Robert  H.  Cooper,  Senior  Vice 
President,  Gulfstream  Marketing,  is  the      ^5^ 
person  to  talk  to.  Call  (912)  964-3234.         ciuifsircam 

The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


©Gulfetirain  Aeraspaoe  Corporaiion 
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The  key  to  balancing  two  jobs  is  to 
remember  whicli  one  pays  tlie  rent. 

The  new  juggleirs 


By  Mary  Beth  G  rover 

Everyone  knows  the  feeling.  The  job 
pays  well  and  the  career  is  a  good  fit. 
Yet  something  is  missing.  At  the  end 
of  the  week,  you're  vaguely  unful- 
filled. What  to  do.> 

For  a  surprising  number  of  profes- 
sionals and  managers,  the  answer  is  to 
take  on  a  second  career.  Not  a  job  to 
make  ends  meet,  but  something  to 
make  you  more  of  a  whole  person. 
Last  year  7.2  million  people  were 
what  the  Labor  Department  calls 
"multiple  jobholders,"  nearly  double 
the  number  in  the  mid-Seventies. 
About  1 . 1  million  of  them  took  on 
the  second  job  because  they  simply 
enjoyed  the  work. 

Says  Gerald  Celente  of  Rhinebeck, 
N.Y.'s  Socio- Economic  Research  In- 
stitute, "These  people  have  jobs,  but 


they  really  want  passion.  A  second  job 
is  the  answer." 

Take  Jerome  Lohr.  Starting  in 
1964,  Lohr  built  a  successful  business 
building  custom  homes  in  the  San 
Francisco  Bay  area.  And  even  though 
he  had  made  "a  small  fortune,"  it 
wasn't  enough.  Lohr,  the  son  of  a 
South  Dakota  wheat  farmer,  never 
got  farming  out  of  his  blood.  So  in  the 
early  1970s  he  took  $400,000  from 
his  construction  business,  planted 
120  acres  of  grapes  in  Monterey 
County  and  built  J.  Lohr  Winery. 

He  convinced  local  restaurateurs  to 
put  his  J.  Lohr  Estates'  cabernet  sau- 
vignon  and  chardonnay  on  their  wine 
lists.  That  was  in  1976.  Lohr  now  has 
1 ,200  acres  of  vineyards  and  sold  over 
3  miUion  botdes  last  year.  With  $25 


million  in  sales,  the  winery  dwarfs  the 
$15  million  construction  company. 

But  there's  a  price.  At  age  55,  Lohr 
is  up  at  6  a.m.,  sometimes  works  until 
10:30  p.m.  and  logs  at  least  800  miles 
a  week,  driving  the  270  miles  over 
which  his  vineyards  and  San  Jose  con- 
struction sites  are  spread.  Two  things 
save  him — his  car  phone  and  the  fact 
that  his  businesses  are  countercyclical. 
Says  he,  "I  drop  out  of  the  building 
business  during  the  fall  and  drive  the 
Harvester  in  the  vineyards."  Come 
spring,  he's  back  to  building  while  the 
grapes  are  growing.  Lohr  likes  the 
tradeoff:  "You  get  to  grow  both  busi- 
nesses from  the  ground  up." 

Putting  his  eggs  in  two  different 
baskets  also  paid  off  for  executive 
recruiter  and  stunt  pilot  Richard 
Goode.  With  the  recession  battering 
the  recruiting  business,  last  year 
Goode,  45,  made  about  as  much 
money  from  stunt  flying  as  he  did 
headhunting— $  1 50,000. 

To  some  extent,  Goode  has  made 
his  jobs  complement  each  other.  As  a 
headhunter  with  the  London  office  of 
Carre  Orban  &  Paul  Ray  Internation- 
al, Goode  specializes  in  finding  peo- 
ple for  aviation  and  transportation 


Jerry  Lohr, 
winegrower  and 
house  builder 
Saved  by  the 
earphone. 
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Live  Y)ur  Life  To  Music. 

Step  Up  To  The  Bose^  Lifestyle  Music  System  Now! 


USULSj^ 


~^i»^- 


The  Bose  Lifestyle'  music 

system  includes  Direct/ Reflecting' 

cube  speaker  arrays;  Lifestyle"  music  center  with  built-in 

CD  player  and  AM/FM  stereo  radio;  remote  control  that 

works  around  comers  and  through  walls.  Also  comes  with 

hideaway  Acoustimass'  bass  module  (not  shown). 

Advanced  technology  that  will 
change  the  way  you  enjoy  music. 

New  Bose  patented  technology,  including  Acous- 
timass speaker  technology  and  automatic  dynamic 
equalization,  has  enabled  us  to  reduce  the  size  and 
complexity  of  the  stereo  system  while  actually 
improving  performance. 

The  award-winning  Lifestyle"  music 
system  replaces  an  entire  rack  of 
conventional  equipment  and  speakers. 
And  its  ease-of-use  and  versatility  will 

enable  you  to  live  your  life  to  music  in  ways  you 

never  thought  possible. 

Enjoy  sound  quality  second  only  to  diat  of  a  live 
performance;  audition  the  Lifestyle'  music  system. 

"No  visible  speakers,  w  stack  of  components, 
nothing  that  looks  like  sound  equipment. . . . Hit  the 
start  button  and  suddenly  the  room  fiih  with  music  of 
exemplary  clarity  andfuRness" 

-  Hans  Fantel,  The  New  York  Times,  1990* 


Enjoy  music  even  more  with 
FREE  speakers  from  Bose* 

For  a  limited  time,  when  you  step  up  to  a  Lifestyle* 

music  system,  Bose  will  send  you  a  pair 

of  Lifestyle' powered 

speakers  (a  $300  value) 

free.  Put  them  in  a  second 

room  and  it  s  like  having  another  stereo  system, 

with  no  additional  electronics  needed. 

We  invite  you  to  visit  your  Bose  dealer  and  com- 
pare the  benefits  of  the  Lifestyle"  music  system  to 
much  larger,  more  expensive  stereo  systems. 

And  if  you  already  own  a  Lifestyle'  music  system, 
we  have  a  special  offer  for  you  as  well. 

This  event  ends  May  3 1 ,  1992.  For  infomiation, 
and  names  of  BcTse  dealers  near  you,  call  toll-free: 

l-800-444'BOSEExt.l08 

USA.  Monday-Hnda>'  S:  K^-WI-^iXTM 
Canad;.,  Monday-Fnday  9l\3AM-5:OOrM  (KT) 


OI992  BmeaiqtnratHin.T}w  Mountain.  Framinshair.  MA  01701-9168  USA 
♦Copyrighi  1990bvihcNcwY(«kTinicsC*.»inn>any  RcprinicJHpcmiMMiwi 


Better  sound  through  research. 


CAREERS 


Valerie  Belli,  Pitney  Bowes  manager— and  dog  keeper 
Don't  confuse  which  job  pays  the  rent. 


jobs.  He  uses  weekends  and  nearly 
half  of  his  vacation  time  for  flying. 

Last  year  he  performed  loop-the- 
loops,  tail  slides  and  barrel  rolls  in 
some  65  air  shows  (up  to  4  a  day) — 
averaging  $  1 ,000  a  show.  At  the  same 
time,  he  made  partner,  placing  about 
one  person  a  month. 

An  exciting  lifestyle,  but  not  every- 
one's cup  of  tea.  Last  summer  he  had 
only  four  weekends  off  during  the 
peak  air  show  season.  "I'm  not  very 
popular  with  my  wife,"  he  says. 

Another  drawback  is  the  risk.  In 
1984  he  crashed  a  single -engine,  sin- 
gle-seat plane  in  Suffolk,  England 
when  half  of  the  port  wing  suddenly 
fell  off.  He  broke  his  legs  in  seven 
places,  his  pelvis  in  three  places,  and 
all  his  ribs.  He  also  cracked  his  skull. 
Still,  he  wouldn't  consider  ditching  it. 
"Flying,"  he  says,  "lacks  the  intellec- 
tual challenge  of  the  search  business. 
But  physically  it's  just  a  marvelous 
sensation.  And  I  like  appearing  before 
60,000  people  who  think  I'm  great." 

Less  dangerous  but  no  less  de- 
manding arc  Valerie  Belli's  two  ca- 
reers. Belli,  41 ,  is  the  general  manager 
of  a  $12  million  (sales)  Pitney  Bowes 
division  in  Philadelphia.  She  also  runs 
a  $200,000  dog  breeding  and  board- 
ing business. 

Belli  certainly  doesn't  need  the 
money.  Pitney  Bovvcs  pays  her  nearly 
a  six -digit  salary.  She  just  loves  dogs. 


Belli  and  her  husband,  Thomas  Sili- 
gato,  started  breeding  Dobermans  in 
1980.  Four  years  later  they  purchased 
a  32-acre  farm  in  rural  Washington 
Crossing,  Pa.  It  was  fiin  but  expen- 
sive, what  with  traveling,  show  ex- 
penses and  champion  dogs  costing  at 
least  $1,500.  The  services  of  a  cham- 
pion stud  cost  around  $500. 

By  1987  Belli  decided  to  subsidize 


this  expensive  pastime  by  taking  on 
boarders.  Using  $50,000  from  sav- 
ings, she  built  a  26-dog  kennel.  To 
get  business,  she  courted  veterinari- 
ans with  candy  and  flowers  to  get  their 
referrals.  It  worked.  Belli  found  her 
self  working  five  hours  in  the  evenings 
and  all  weekend,  dragging  around  50- 
pound  bags  of  dog  food  and  dogs 
heavier  than  her  128  pounds. 

Four  years  later.  Belli  has  added  a 
second  kennel  and  a  third  one  is  in  the 
works.  So  far  she's  put  all  the  profits 
back  into  the  business  but  expects  to 
draw  a  salary  soon.  Meanwhile,  back 
at  the  office,  she  was  recendy  promot- 
ed from  vice  president  of  marketing  to 
general  manager.  "Investing  in  the 
best  hired  help  available  is  the  only 
way  to  manage  two  careers,"  says 
Belli.  The  real  key?  Remembering  to 
put  Pitney  Bowes  before  the  dogs. 

Last  year  she  missed  the  important 
National  Dog  Show,  where  she  and 
her  husband  show  their  champion 
Dobermans.  Why?  She  was  in  Europe 
on  business  for  Pitney:  "It's  a  very 
major  mistake  if  someone  works  in  a 
large  corporation  and  confiises  their 
own  business  with  what  pays  the 
bUls." 

Adding  a  second  career  certainly 
isn't  for  everyone.  But  the  rewards 
for  those  who  can  may  make  all  the 
difference.  ^M 


Richard  Goode,  executive  recruiter  and  daredevil 
"Maybe  I'm  mad." 
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CHOOSE    YOUR    PEN    AS    CAREFULLY   AS    YOU 
CHOOSE    YOUR   WORDS. 


Neiman  Marcus 


It's  high-time 
for  an  executive 
perspective  on 

techndc^ 


I 


Speed  and  creativity  will  drive  corporate  success  in  the  1990's.  Companies  that  use  technolog)'  to  harness 
their  most  critical  management  information  will  win.  Companies  that  ignore  the  new  high-technolog}' 
paradigm  will  lose. 

At  Forbes,  we  feel  that  covering  the  impact  of  technolog)'  on  business  is  one  of  the  most  important 
services  we  can  provide  our  top  management  readers.  That's  why  we've  created  FORBES  ^45.4?. 

Starting  this  fall,  readers  will  begin  receiving  FORBES  i45^Pfour  times  a  year  with  issues  of  FORBES  and 
Upside  magazines.  Forbes  i4.SMPwill  offer  a  unique,  comprehensive  executive  perspective  on  technology'  not 
found  in  any  other  publication.  FORBES  i45i4Pwill  cover  important  technology'  trends,  talk  to  leading 

i 


\^fe're  delivering 

it  ASAP 


technology  visionaries,  and  examine  how  innovative  corporations  are  implementing  technolog}^  to  gain  a 
competitive  advantage.  It  will  be  the  ultimate  technology'- business  tool  for  today's  managers. 

And  Forbes  ^5^Pwill  provide  advertisers  the  opportunity  to  reach  755,000  subscribers 
(the  total  subscriber  bases  of  FORBES  and  UPSIDE)  with  extraordinary'  power  at  a 
seductive  charter  rate. 

Forbes  ASAP.  Coming  October  12th.  Space  closes  August  1. 
Don't  be  left  out.  Call  Ward  Flock,  Advertising  Director,  at 
415/391-7000.  In  fact,  we  could  say  you  should  call  ASAP.  FOl 
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A  technolog)'  supplement  to  Forbes 
bv  the  editors  ofUpsinF 
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EDITED  BY  JOHN  R.HAYES 


A  better  mousetrap 

John  Cooke  says  his  friends  told  him 
that  joining  the  Disney  Channel 
would  be  a  mistake.  Subscriptions 
were  running  1.9  million.  Maybe 
Cooke  could  build  that  to  2.5  million, 
the  friends  said,  but  that  would  be  it. 

Cooke  ignored  the  advice  and  in 
1985  signed  on  as  president  of  Walt 
Disney  Co.'s  pay  cable  network.  Since 
then  subscriptions  have  climbed  to 
6.4  million;  revenues  have  tripled,  to 
over  $225  million. 

Cooke,  who  had  spent  six  years  in 
Times  Mirror's  cable  and  satellite 
businesses,  knew  what  the  system  op- 
erators wanted  from  their  program 
suppliers.  He  streamlined  the  chan- 
nel's hodgepodge  of  old  Mickey 
Mouse  Club  episodes,  dated  animal 
adventures  and  Disney's  most  forget- 
table movies.  Today  Disney  runs  pre- 
school fare  in  the  morning,  preteen 
and  teen  shows  in  the  afternoon,  fam- 
ily shows  after  6  and  adult  programs 
after  9.  About  50%  of  what  appears  on 
the  channel  is  original  programming, 
including  specials  by  musicians  Billy 
Joel  and  James  Taylor. 

To  attract  new  customers  Cooke 
periodically  offers  the  Disney  Chan- 
nel to  nonsubscribers  free  for  three  to 
eight  days.  "They  have  kicked  the 
tires,  they  have  driven  the  car,"  says 
Cooke.  "They  know  what  they  are 
getting." 

The  strategy  keeps  working.  Last 
year  Time  Warner  Inc.'s  HBO  and 
Viacom  Inc.'s  Showtime  channels  lost 
subscribers,  but  the  Disney  Channel 
grew  another  11%.  And  note  that 
nearly  one-third  of  Cooke's  subscrib- 
ers have  no  children.  Says  Cooke,  "I 
wanted  to  prove  this  channel  wasn't 
just  for  kids."         -Lisa  Gubernick 

Big  fish,  rich  pond 

As  AT&T's  Universal  Card  keeps  grow- 
ing, James  Blanchard  watches  the 
money  roll  in.  Blanchard  is  chairman 
of  Columbus,  Ga.'s  Synovus  Finan- 
cial Corp.,  a  $4.1  billion  (assets)  bank 
holding  company  with  an  82%-owncd 
subsidiary  called  Total  System  Ser- 
vices. That's  the  company  that  issues 
the  cards  and  bills  the  customers  for 
AT&T.  Last  year  Total  earned  $15 
million  on  $112  million  in  revenues, 
$28  million  of  which  came  from  the 
Universal  Card. 
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ABOVE: 

Disney  Channel 
President  John  Cooke 
Dropping  the  old 
Mouseketeers 
helped  business. 


RIGHT: 

James  Blanchard, 
chairman  of  Synovus 
"I  was  my 
father's  son 
is  why  they 
picked  me." 


Blanchard,  50,  began  his  career  as  a 
labor  lawyer.  But  in  1969  his  father 
died,  leaving  the  then  tiny  Columbus 
Bank  &  Trust  Co.  without  a  presi- 
dent. The  board  turned  to  Blanchard, 
who  had  no  banking  experience.  "I 
was  my  father's  son  is  why  they  picked 
me,"  he  recalls. 

Blanchard  buili  the  little  bank  into 
a  New  York  Stock  Exchange-listed 
holding  company  by  concentrating 
on  buying  leading  banks  in  small  mar 
kets.  Syno\'us  now  owns  26  banks  in 
Georgia,  Alabama  and  Florida.  The 
company  earned  $41  million  last  year, 
mostly  through  small  loans  to  local 


businesses  and  home  mongages. 

SynoNTis'  Total  credit  card  opera- 
tion is  second  only  to  American  Ex- 
press' First  Data  Resources,  process- 
ing 27  million  credit  card  accounts. 
Almost  30%  of  those  are  Uni\ersal 
accounts.  Two  years  old,  the  AT&T 
card  is  already  the  naticMi's  third  larg- 
est. With  Universal  accounts  now 
grt>\\ing  over  40%  a  year.  Total  Sys- 
tem, w  hich  gets  paid  per  account  and 
per  transaction,  should  do  vcrN  nicely. 

"We're  a  big  rtsh  in  a  small  pond," 
says  Blanchard,  "and  the  pond  is  vcr>' 
desirable  for  w  hat  we  do." 

-CAROI   M.  CROPrF.R 
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I  Air  Latin  America 

During  El  Salvador's  12 -year  civil 
war,  Federico  Bloch's  Salvadoran  air- 
line, Taca,  dirived.  One  of  die  world's 
few  consistendy  profitable  airlines, 
Taca's  revenues  grew  from  $30  mil- 
lion in  1980  to  $140  million  last  year. 
Now  that  the  war  has  ended,  Bloch, 
a  38 -year-old  chief  executive  with  de- 
grees from  Stanford  and  the  Harvard 
Business  School,  plans  to  steal  some 
business  from  U.S.  carriers  by  making 
Central  America  a  regional  hub  for 
the  fast-growing  north-south  traffic 
in  the  Americas.  Taca  is  buying  big 
pieces — up  to  49% — of  the  badly 
managed,  moneylosing  carriers  of 
Costa   Rica,   Guatemala,   Honduras 


1                ^     -"^-^. 

^MfonrtL 

\M\W^ 

Taca  Chief  Executive  Federico  Bloch 
Why  fly  from  Guatemala 
to  Peru  via  Miami? 


and  Nicaragua. 

Bloch  thinks  he  can  make  these 
carriers  profitable  through  consolida- 
tion. Up  to  now  flying  from  Costa 
Rica,  say,  to  San  Francisco — or  even 
from  Guatemala  to  Peru — has  usually 
meant  changing  carriers  at  Miami  In- 
ternational Airport.  Bloch's  new  net- 
work will  make  it  easier  for  passengers 
to  avoid  Miami  and  go  more  direcdy 
to  their  destinations. 

By  consolidating  maintenance, 
cutting  costs  with  group  purchases  of 
fiiel,  spare  parts  and  insurance,  and 
renegotiating  plane  leases,  Bloch  has 
already  turned  a  profit  at  Guatemala's 
Aviateca.  The  Honduran  carrier, 
Sahsa,  is  now  breaking  even.  Costa 
Rica's  Lacsa,  of  which  Taca  owns 
10%,  is  still  losing  money.  The  biggest 
job  to  come:  overhauling  Nicaragua's 
Aeronica,  whose  aging  Soviet-made 
fleet  has"Dnly  a  single  jet  still  in  service. 

Bloch  believes  the  group  will  gross 
around  $400  million  this  vear,  up 
from  $250  million  in  1990.  And  die 
figures  will  rise  fijrther  as  tourists  and 
business  people  return  to  the  region. 

"The  only  way  this  region  is  going 
to  succeed  is  through  integration," 
Bloch  says.  "That's  so  for  all  the 
industries.  The  airlines  are  just  the 
first  of  a  trend."        -Joel  Millman 
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Telephony  analyst  Amy  Newmark  with  son  Michael 
"It  was  a  personal  vendetta." 


Sony,  wrong  numbers 

One  oe  R.  Stephen  Policy's  last  acts  as 
chief  executive  of  Intellicall  Inc. — 
before  the  board  suspended  him — 
was  extraordinary'.  He  sued  Amy 
Newmark,  a  34-year-old  securities 
analyst,  for  defamation.  For  about  a 
year  Newmark  had  warned  clients 
about  questionable  accounting  tech- 
niques used  by  the  Dallas  pay  phone 
manufacturer  (Forbes,  Nop.  25^ 
1991).  Her  counsel  proved  wise 
when,  on  Mar.  30,  the  company's 
board  suspended  Policy  and  four  oth- 
ers, citing  serious  accounting  impro- 
prieties. That  day  Intellicall's  stock 
plunged  25%,  to  iVs. 

Newmark  is  an  able  student  of  the 
pay  phone  business.  In  early  1989  she 
warned  clients  about  uncollectible  re- 
ceivables at  International  Telecharge, 
a  pay  phone  services  provider  that 
traded  at  50  times  earnings  (Forbes, 
June  12,  1989).  By  year's  end,  the 
stock  dropped  70%,  to  3^2. 

In  1990  she  reversed  herself  ft-om 
buy  to  sell  on  National  Data,  a  credit 
card  processing  company  with  a  tele- 
phone services  division;  the  stock 
dropped  from  32  to  8  in  six  months. 

Newmark,  who  earned  an  under- 
graduate degree  in  Portuguese -Bra- 
zilian studies  ft-om  Harvard  in  1979, 
says  her  father  got  her  hooked  on 
telecommunications.  "He  had  a  car 
phone  25  years  ago,"  she  says.  "He 
had  speaker  phones  before  anyone 
else.  And  he  sent  me  a  cordless  phone 
when  I  was  a  ft^eshman  at  Harvard.  I 
sat  out  in  Harvard  Yard  using  it  and 
no  one  knew  what  I  was  doing." 

A  few  years  aft:er  graduating.  New- 
mark  became  a  telecommunications 
industry  analyst  at  C.J.  Lawrence  Inc. 
(now  part  of  Deutsche  Bank).  To 
spend  more  time  with  her  two  small 
children,  she  now  runs  Newmark  Re- 
search out  of  her  sprawling  contem- 
porary house  in  Greenwich,  Conn., 
where  she  prepares  and  sells  in-depth 
research  on  two  or  three  telecom- 
munications companies  a  year. 

What  telephony  stock  would  New- 
mark  buy?  U.S.  Long  Distance  (re- 
cent price,  8V^),  she  says.  It's  one  of 
Intellicall's  competitors.  Of  Stephen 
Policy's  defamation  suit,  she  says 
she's  not  worried  and  expects  new 
management  will  drop  it.  "I  felt  it  was 
a  personal  vendetta,"  she  explains. 
-Dana  Wechsler  Linden      ^ 
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THE  FORBES  500s 


This  ranking  of  the  largest 

public  companies  in  the  U.S.  illustrates 

at  once  the  turbulence  in  the  economy 

and  the  reasons  for  optimism  about  the  1990s. 
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Forbes  500s 

Annual  Directory 


By  Carol  M.  Cropper 
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}  As  A  GROUP,  America's  biggest  corpo- 
rations posted  their  third  straight  year 
of  declining  profits  in  1991 — the  first 
time  this  has  happened  since  we  be- 
gan publishing  the  Forbes  500s  in 
1969.  Some  will  see  this  as  evidence 
that  the  economy  has  lost  its  ability  to 
innovate  and  compete.  Forbes  sees  it 
as  the  kind  of  periodic  slump  fi-om 
which  capitalistic  economies  general- 
ly emerge  revitalized  and  ready  to 
grow  again. 

Indeed,  a  recovery  appears  already  to  be  under  way.  For 
the  last  few  months  home  sales  and  residential  construc- 
tion starts  have  been  inching  up  from  their  lows.  Retail 
sales  began  to  follow  in  January  and  February.  Industrial 


Sales 

Profits  

Assets     

Market  value  

Jobs  and  productivity   

Ranking 

Wall  Street 

Where  to  find  Forbes  500s 


196 
206 
235 
248 
258 
284 
324 
366 


production  is  up  2.1%  since  March  of 
last  year.  The  M2  money  supply — 
which  measures  public  currency  and 
checking  deposits  plus  savings  ac- 
counts and  money  market  funds — has 
grown  by  0.8%  since  last  October. 
This  may  turn  out  to  be  enough  to 
stimulate  the  economy  without  push- 
ing up  living  costs.  The  cost  of  living 
has  increased  only  2.8%  fi-om  a  year 
ago.  Wall  Street,  anticipating  the  re- 
covery, has  raised  share  prices  15%  fi-om  a  year  ago. 

The  eight  years  of  economic  expansion  between  1982 
and  1990  were  marked  by  an  unusual  degree  of  corporate 
slimming  down,  as  the  country's  biggest  employers  strug- 
gled to  be  competitive.  Unprofitable  divisions  that  had 
been  tolerated  in  the  past  were  lopped  off.  The  recession 
that  began  in  1990  continued  this  belt-tightening. 

Meanwhile,  the  post- 1990  surge  in  stock  market  prices, 
combined  with  low  interest  rates,  gave  many  financial 
oflficers  an  opportunity  to  reduce  heavy  debt  and 
interest  payments.  Goodyear  Tire  &  Rubber 
Co.,  for  example,  last  November  sold  $600 
million  of  stock  and  reduced  debt  that  had 
swollen  during  the  late  1980s.  This,  and  the  sale 
of  a  nontire  plant,  allowed  the  company  to  wipe 
away  almost  $1  billion  in  debt. 

Allied-Signal  Inc.'s  new  chief  executive  offi- 
cer, Lawrence  Bossidy,  arrived  fi-om  General 
Electric  last  July  and  quickly  announced  a  plan 
to  cut  5,000  management  employees.  He  also 
closed  outdated  plants,  sold  noncore  divi- 
sions, reduced  inventories.  Allied  is  retreat- 
ing fi-om  some  markets  but  advancing  into 
others.  One  of  the  company's  chlorofluoro- 
carbon    plants    in    California    now 
makes   a   substitute   chemical.    The 
company  will  also  build  a  $40  million 
Baton  Rouge  factory  to  make  an- 
other substitute  by  1994.  At  the 
same  time,  Bossidy  hopes  to  recap- 
ture Allied's  dominance  in  the  an- 
tilock  brake  business  by  devel- 
oping a  new  generation  of  auto- 
motive brakes. 

Like      Allied -Signal,      other 
businesses  used  the  recession  as 
a  chance  to  rebuild.  From  1989 
to  1991  Chrysler  closed  seven 
factories,      eliminated      5,400 
white-collar      workers,      took 
m-**^^^        $577  million  in  write- 
downs and  relied  upon 
expensive    promotions 
and  rebates  to  sell  its 
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The  Super  50 

Rank 

Company 

Where 

M«i%tf  v<^mL 

Sales 

Profits 

Assets 

Market 

1991 

1990 

Sales 

Profits 

Assets 

Market 
value 

($mil) 

(Smil) 

(Smil) 

value 
($mil) 

1 

1 

General  Electric 

6 

2 

4 

3 

60,236 

4.435.0 

168,259 

67.617 

2 

2 

Exxon 

2 

1 

16 

2 

102,847 

5.600.0 

87,560 

67.958 

3 

4 

Philip  Morris  Cos 

9 

3 

30 

1 

48,064 

3,927.0 

47,384 

70,944 

4 

6 

Mobil 

8 

6 

40 

19 

56,042 

1,920.0 

42,187 

23.301 

5 

11 

Sears,  Roebuck 

7 

22 

11 

36 

57.242 

1,278.9 

102,801 

16.245 

6 

8 

El  du  Pont  de  Nemours 

11 

16 

45 

13 

38,151 

1,403.0 

36,117 

30.997 

7 

13 

GTE 

26 

10 

39 

14 

19,621 

1,580.0 

42,437 

27,349 

8 

12 

American  International  Group 

35 

12 

19 

30 

16,884 

1,553.0 

69,389 

19,104 

9 

15 

Federal  National  Mortgage  Assn 

46 

15 

5 

31 

13,347 

1,455.4 

147,072 

17.712 

10 

7 
17 

Chevron 
Procter  &  Gamble 

13 
18 

21 
7 

47 
74 

22 

10 

36,461 

1,293.0 

34,636 
23,733 

21,917 

11 

28,229 

1,787.0 

34,053 

12 

5 

American  Telephone  &  Telegraph 

5 

75 

26 

7 

63,089 

522.0 

53,355 

53,223 

13 

10 

Amoco 

20 

23 

58 

21 

25,325 

1,173.0 

30.510 

22,025 

14 

28 

American  Express 

19 

43 

6 

60 

25,763 

789.0 

146.441 

10,506 

15 

26 
16 

Wal-Mart  Stores 
BellSouth 

10 
41 

9 
13 

108 
57 

4 
23 

43,887 
14,446 

1.608.5 
l,b06.9 

15,443 

61,186 

16 

30,942 

21.658 

17 

14 

Texaco 

12 

20 

66 

42 

37,271 

1,294.0 

26,182 

14,736 

18 

22 

BankAmerica 

60 

27 

8 

68 

12,268 

1,124.0 

115,509 

9,904 

18 

23 

PepsiCo 

27 

30 

91 

15 

19,608 

1,080.2 

18.783 

25,942 

20 

19 
29 

Dow  Chemical 
JP  Morgan  &  Co 

30 
80 

33 
28 

68 
10 

35 
53 

18,807 

942.0 

24.727 
103.468 

16,276 

21 

10,314 

1,114.0 

11.182 

22 

20 

Bell  Atlantic 

59 

18 

63 

33 

12,280 

1,331.6 

27.882 

16.733 

23 

21 

Boeing 

17 

11 

106 

41 

29,314 

1,567.0 

15,784 

15.237 

24 

24 

in 

25 

41 

24 

93 

20,421 

817.0 

53,867 

7.524 

25 

18 
38 

Atlantic  Richfield 
Kmart 

34 
14 

46 
38 

69 
104 

37 

17,037 

709.0 

24,492 

15,723 

26 

57 

34,859 

859.0 

15,999 

10,916 

27 

25 

Nynex 

48 

58 

65 

43 

13,229 

600.8 

27.478 

14.620 

28 

30 

Ameritech 

75 

24 

81 

39 

10,818 

1,165.5 

22,290 

15.565 

29 

35 

Southwestern  Bell 

95 

25 

75 

32 

9,332 

1,156.5 

23,179 

17.640 

30 

32 

Loews 

51 

35 

43 

101 

12,881 

904.3 

39,195 

7.123 

31 

34 

Pacific  Telesis  Group 

87 

32 

82 

38 

9.895 

1,015.0 

21,838 

15.640 

32 

43 

Hewlett-Packard 

40 

39 

139 

25 

14,949 

856.0 

12.276 

20.863 

33 

■ 

Merrill  Lynch 

57 

48 

17 

126 

12,363 

696.1 

86,259 

5.958 

33 

39 

Pacific  Gas  &  Electric 

91 

31 

77 

49 

9,778 

1,026.4 

22.901 

12.736 

35 

44 

Johnson  &  Johnson 

56 

14 

167 

12 

12,447 

1.461.0 

10,513 

31.984 

36 

31 

US  West 

78 

68 

64 

44 

10,577 

553.4 

27.854 

13.897 

37 

45 

Coca-Cola 

67 

8 

174 

6 

11,572 

1.618.0 

10.222 

53.823 

38 

■ 

RJR  Nabisco 

39 

112 

54 

55 

14,989 

368.0 

32.131 

11.059 

39 

37 

Minnesota  Mining  &  Manufacturing 

47 

26 

161 

27 

13,340 

1,154.0 

11.083 

19.777 

40 

■ 

Xerox 

33 

92 

55 

99 

17.830 

454.0 

31.658 

7.187 

41 

42 

Bristol-Myers  Squibb 

72 

5 

195 

9 

11.159 

2,056.0 

9.416 

41.627 

42 

33 

Aetna  Life  &  Casualty 

29 

82 

15 

164 

19.196 

505.2 

91.988 

4.816 

43 

46 

Southern  Co 

115 

36 

78 

66 

8.050 

876.4 

22.Ra3 

10.061 

44 

Merck 

110 

4 

191 

5 

8,603 

2.121.7 

9.499 

56.865 

45 

Anheuser-Busch  Cos 

73 

34 

180 

34 

10,996 

939.8 

9.987 

16.462 

46 

NationsBank 

65 

197 

9 

56 

11.594 

201.9 

110.319 

10.955 

47 

Sara  Lee 

54 

45 

185 

50 

12.651 

714.7 

9.754 

12.351 

47 

Waste  Management 

120 

56 

132 

26 

7.551 

606.3 

12.572 

20.547 

49 

50 

SCEcorp 

121 

47 

96 

72 

7.502 

702.6 

18.119 

9.230 

50 

■ 

Cigna 

31 

94 

20 

192 

18.750 

453.0 

66.737 

3.992 

I  Not  on  Super  50  list  in  1990. 
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Making  the  500s 


Sales 


1981        $1,092 

Raymond  IntI 

1991          1,585 

Mensel 

Profits 

1981           55.4 

Stanley  Worlis 

1991           588 

Cisco  Systems 

Assets 

1981          1.706 

National  Distillers 

1991          2.632 

Multibank  Financial 

Market  value 

1981            459 

Dayton  Pw»er  &  Light 

1991          1345 

Huntington  Bancshares 

All  figures  are  in  millions  of  dollars. 

The  minimum  cutoffs 

and  the  last-ranked 

firms  now  and  a  decade  ago. 

**  i  aging  line  of  automobiles.  But  during 
this  upheaval  Chnsler  regrouped  its 
design,  engineering,  manufacturing 
and  marketing  staffs  into  teams  dedi- 
cated to  specific  auto  platforms,  and  it 
integrated  all  these  operations  into  a 
SI  billion  engineering  center  in  Au- 
burn Hills,  Mich.  Chrysler's  new  Jeep 
Grand  Cherokee — which  has  re- 
ceived excellent  reviews  from  the 
automotive  press — is  being  built  in  a 
spanking  new  plant  on  East  Jefferson 
Avenue  in  Detroit.  And  its  forthcom- 
ing line  of  LH  midsize  sedans  will  be 
assembled  in  a  modern  and  virtually 
new  Canadian  factor\'  that  Chrysler 
inherited  when  it  bought  American 
Motors  in  1987. 

The  recession  in  domestic  markets 
prompted   U.S.   businesses  to  push 
harder  for  foreign  sales.   American 
merchandise    exports    hit    a    record 
monthly  rate  of  S37  billion  last  Octo-      ^^^H 
ber.  At  Intel,  a  leading  microproces- 
sor maker,  foreign  sales  exceeded  domestic  business  in 
1991  for  the  first  time.  The  liberation  of  Eastern  Europe 
from  communism  will  open  new  markets  for  American 
goods,  ser\'ices  and  investment. 

A  new  fi-ee- trade  agreement  with  Mexico  will  give 
American  companies  a  helping  hand  in  global  competition 
by  making  it  easier  for  them  to  use  less  expensive  Mexican 
labor.  In  turn,  our  Mexican  neighbors  will  become  more 
financially  capable  of  buying  American  products.  "Mexico 
*  is  our  Indonesia,"  says  Georgia  State  University'  econo- 
mist Donald  Ratajczak.  "And  by  the  way,"  he  adds,  "if  we 
don't  have  an  Indonesia,  we  won't  have  a  manufacturing 
industry-  after  a  while." 

Science  and  technology  remain  provinces  of  strength 
for  American  business,  despite  all  our  fears  of  Japan's 
prowess.  Last  year's  stock  market  rewarded  many  biotech 
and  technology'  companies.  Only  a  handfijl  of  these 
startups  will  ever  sur\  i\  e  or  grow  to  become  Forbes  500s 
companies.  Nevertheless, 
there  will  be  winners  in  the 
1990s  to  emulate  the  Mi- 
crosoft:s  and  Apple  Com 
puters  of  the  1980s.  This 
year,  for  example,  comput- 
er manufacturer  .\ST  Re- 
search makes  its  Forbes 
500s  debut.  Another  new- 
comer is  Advanced  Micro 
Devices,  the  big  microchip 
maker  that  has  been  enjoy- 
ing strong  orders  lately. 

Edward  Moldt,  manag 
ing  director  of  the  Sol  C. 
Snider         Entrepreneurial 
Center    of   the    Wharton 
School,  says  American  busi 
ness  still  needs  to  do  more 


The  grand  totals 

Category 

1991 

Change 

5-year 

total 

over 

growtf) 

1990 

rate 

Sales  500 

$3.5  trillion 

1.5% 

6.6% 

Profits  500 

155  billion 

-9.5 

2.1 

Assets  500 

7.6  trillion 

2.6 

6.3 

Market  value  500 

3  Ofrillion 

16.2 

11.4 

Total  employment  of 

500s  companies 

20.8  million 

0.9 

0.2 

The  earnings  of  the  Forties  Proftts  500  fell  9.5% 
while  the  Sales  500  and  Assets  500  lagged 
inflation.  But  the  Market  value  500  rose  16% 
over  the  last  12  months. 


to  improve  productivity',  especially  in 
the    serN'ice    sector.    According    to 
Moldt,  service  productivin   has  im- 
proved only  slightly  fi-om  where  it 
st<xxi  20  years  ago,  and  this  is  after 
billions  have  been  invested  in  com 
puters.    But   productivitv'   gains   are 
slowly  coming  to  this  sector.  For  in 
stance,  the  merger  last  December  Ixr 
tween  Chemical  Banking  Corp.  and 
Manufacturers  Hanover  Corp.   will 
allow  the  elimination  of  6,200  posi- 
tions.  Investment   banks  like   Bear, 
Stearns  headed  off  stampeding  over- 
head costs  after  the  1989  stock  mar 
ket  downturn. 

What  could  stop  or  delay  an  eco- 
nomic turnaround  in  the  U.S.?  A 
prolonged  slump  in  Japan  or  Europe 
would  curb  the  recent  growth  of 
American  exports.  Another  possible 
sticky  wicket  could  be  the  a\  ailabilitv' 
of  capital  to  ftind  expansion  (jf  small 
businesses,  which  will  provide  the 
bulk  of  job  creation  in  the  1990s,  according  to  Moldt.  For 
companies  too  small  to  go  to  the  stock  market  for 
financing,  one  of  the  biggest  hurdles  has  been  tight  bank 
credit  resulting  in  part  from  the  recent  heavy- handedness 
of  financial  regulators.  Moldt  says  the  federal  deficit  adds 
to  the  problem:  "You've  got  the  government  competing 
for  limited  capital." 

Nevertheless,  a  recover)'  is  almost  surely  in  the  making. 
"I  think  when  it  comes  it  will  surprise  people,"  says  Victor 
Zarnowitz,  professor  emeritus  of  economics  and  finance  at 
the  Universitv'  of  Chicago's  graduate  school  of  business 
and  member  of  the  National  Bureau  of  Economic  Re- 
search, the  group  that  officially  declares  the  start  and  end 
of  recessions.  Zarnowitz  and  Douglas  Handler  at  Dun  & 
Bradstreet  both  are  predicting  an  annualized  real  growth 
rate  of  3%  to  4%  in  the  gross  domestic  product  by  the 
second  half  of  this  year. 

This  year  790  companies  are  ranked  on  one  or  more  of 

the  four  Forbes  500  lists 
( sales,  profits,  assets  or  mar- 
ket value).  The  Forbes  500 
rankings,  starting  with 
sales,  begin  on  page  196. 
The  most  pKiwerftil  of  these 
companies.  The  Super  50, 
are  the  Forbes  500s  ct>mpa- 
nies  with  the  highest  com- 
p<isite  rankings  from  all 
four  lists.  The  Sujxr  50  are 
listed  on  page  192.  Note 
the  rapid  advancement  up 
the  rankings  for  some  com 
panics,  such  as  Kmart  and 
Merrill  Lynch,  and  sharp 
retreats  for  others.  Such 
movement  is  the  sure  sign 
of  a  dvnamic  cconomv.  WM 
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Terri  Guthrie  May  Never  Win 
A  Nobel  Prize,  But  Maybe 
One  Of  Her  Students  Will. 


There's  not  a  Nobel  Prize  for  teachers,  but  Terri 
Guthrie  of  Jackson  Middle  School  in  Timsville,  Florida, 
is  good  reason  for  creating  one. 

In  just  her  second  year  of  teaching,  Ms.  Guthrie  has 
mastered  a  rare  skill— the  ability  to  make  a  seemingly 
dry  subject  (in  her  case.  Earth  Science)  exhilarating. 

She  attributes  much  of  her  ability  to  the  four  weeks 
she  spent  at  the  Academy  for  Teachei^  of  Science  and 
Math  at  the  University  of  Tennessee.  Its  an  intensive, 
hands-on  program  that  teaches  how  to  motivate  students 
in  personal  and  imaginative  ways. 

As  a  major  Academy  underwriter,  Martin  Marietta 
is  proud  to  join  government  and  academia  in  supporting 
President  Bushs  critical  educational  initiatives. 

And  we're  even  prouder  to  know  that  thanks  to 
Martin  Marietta  Fellows  like  Terri  Guthrie,  more 
students  are  getting  turned  on  to  math,  science  and  the 
emaronment. 

Who  knows,  one  may  even  some  day  win  the  first 
Nobel  Prize.  For  teaching. 
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THf  FORBES  500 


With  the  economy  in  a  recession  last  year 
and  consumers  reluctant  to  spend, 
many  of  the  Sales  500  companies  shrank. 


That  the  economy  was  in  the  midst  of  a  painful  down- 
turn in  1991  is  evident  by  the  aggregate  results  of  the 
Forbes  Sales  500.  Last  year  the  group's  combined  reve- 
nues came  to  $3.52  trillion,  a  gain  of  only  1 .4%  from  1990. 
But  if  inflation  isn't  the  scourge  it  used  to  be,  it  hasn't 
entirely  disappeared.  The  Consumer  Price  Index  rose  3.1% 
in  1991 .  Wring  this  factor  out  of  that 
aggregate  sales  figure,  and  the  total 
revenues  of  this  list  actually  shrank. 

By  sales.  General  Motors  is  the  top- 
ranked  company  for  the  seventh 
straight  year,  with  $123  billion  in 
revenues,  a  1.3%  decline  from  1990. 
Operating  far  below  its  break-even 
point,  GM  lost  a  record  $5  billion  in 
1991.  Both  Ford  and  Chrysler  also 
posted  lower  sales  and  massive  losses. 

The  landscape  was  not  uniformly  bleak.  Wal-Mart, 
which  operates  warehouse-size  discount  stores,  main- 
tained a  trend  it  established  in  the  1970s  and  posted 
revenue  and  profit  increases  last  year.  Same-store  sales  at 
Wal-Mart  rose  10%  in  the  year  ended  January'  1992;  new- 
store  openings  brought  the  retailer's  total  sales  to  $44 
billion,  a  34%  increase  over  last  year. 

Among  other  big  winners  last  year:  Home  Depot — 
which  is  to  the  household  handyman  what  Wal-Mart  is  to 
the  household  bargain  hunter — racked  up  a  35%  revenue 


Rank 

Company    Sales 

% 

1991 1990 

($mil) 

change 

1       1 

General  Motors  123,056 

-1.3 

2       2 

Exxon  102,847 

-2.5 

3       3 

Ford  Motor    88,286 

-9.6 

4       4 

IBM    64,792 

-6.1 

5     13 

American  Tel  &  Tel    63.089 

1.4 

gain.  Microsoft:,  propelled  by  its  highly  successful  Wm- 
dows  3.0  and  MS  DOS  5.0  software,  scored  a  54%  increase  in 
sales.  The  software  giant  just  announced  its  intention  to 
acquire  Ohio- based  Fox  Software  later  this  year. 

Reduced  loan  demand,  lower  interest  rates  and  asset 
shedding  contributed  to  revenue  declines  for  several  large 
banks.  Citicorp's  revenues  fell  17%,  to 
$32  billion.  Chemical  Banking 
Corp. — formed  from  the  December 
1991  merger  of  Chemical  and  Manu- 
facturers Hanover — shows  an  11% 
decline  in  restated  1991  revenues. 

Only  a  handfiil  of  firms  grew  their 
way  onto  the  Sales  500  last  year. 
Among  them:  Mattel,  us  Healthcare 
and  Conner  Peripherals.  Federated 
Department  Stores  returned  to  this 
list  aft:er  emerging  from  Chapter  1 1  with  a  reinjection  of 
equity,  ibp,  ranked  79th,  was  added  to  the  list  after 
Occidental  Petroleum — which  used  to  consolidate  iBr's 
results — sold  offits  remaining  50%  share  in  iBr  in  Septem- 
ber. Pushed  by  dealmaker  Carl  Icahn,  usx,  the  old  U.S. 
Steel  Corp.,  divided  its  stock  into  tN\o  separate  issues:  usx- 
Marathon,  ranked  58th,  and  usx  L'S  Steel,  ranked  191st. 
Varity  Corp.  and  Manpower  Inc.  moved  their  corporate 
headquarters  to  the  U.S.  last  year  and  thus  quality-  for  these 
rankings  for  the  first  time.  -Eric  S.  H.\Rm 


Winners 


Rank  Company 

1991         1990 


■  Not  on  500  list  in  1990. 


Sales 
($mil) 


% 
change 


388 

■ 

Ball  Corp 

2.267 

67.1 

84 

22 

Occidental  Petroleum 

10.096 

-53.5 

312 

445 

Loral 

2,870 

60.4 

190 

122 

Union  Carbide 

4.877 

-36.0 

384 

■ 

Microsoft 

2,276 

54.0 

397 

273 

MNC  Financial 

2.194 

-32.9 

400 

496 

Intelligent  Electronics 

2,173 

41.7 

381 

281 

Continental  Bank 

2.301 

-25.0 

404 

499 

Hasbro 

2,141 

40.9 

474 

398 

Penn  Central 

1.669 

-22.5 

196 
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small  business,  you  need  somethin^nat  works  alnnnTTfie 


(eep  it  simple. 


That  s  why  American  Express  ana  AT&T 
announce  a  single  Corporate  Card  program 
designed  exclusively  for  small  business. 

Expect  reliable  customer  service,  accurate 
statements,  corporate  discounts  And 
acceptance  where  and  when  you  need  it. 
Then  add  the  quality  and  service  of  the 
AT&T  network  and  savings  of  10%  on 
AT&T  long  distance  card  calls.  All 
consolidated  on  one  monthly  billing 
statement  from  American  Express. 

One  card  to  carry.  One  bill  to  review. 
It  is  that  simple. 

For  more  information,  call  1 800  531-3934. 


ei992  American  Express  Travel  Oetalod  Sefvcas  Company.  Inc. 


C1992  AT4T 


Card 


ATbJ 


CorporateLink' 

FX)R  SMALL  BUSINESS 


Killi: 


THE  FORBES  SOO 


Rank  Company    Sales       % 

1991  1990  ($mil)   change 


Rank 
1991  1990 


Company 


Sales 
($mil) 


% 
chance 


Rank 
1991  1990 


Company 


Sales       % 
($mil)  change 


6 

5 

General  Electric 

50,236 

3.1 

61 

64 

Time  Warner 

12.021 

4.4 

116 

107 

TRW 

7.913 

-3.1 

7 

7 

Sears,  Roebuck 

57,242 

2.3 

62 

44 

Chase  Manhattan 

11,840 

-13.4 

117 

112 

Textron 

7,840 

-1.0 

8 

.6 

Mobil 

56,042 

-3.1 

63 

56 

Allied-Signal 

11,831 

-4.1 

118 

126 

General  Mills 

7,507 

il 

9 

8 

Philip  Moms  Cos 

48,064 

8.4 

64 

72 

UAL 

11,663 

5.7 

119 

116 

Federal  Express 

7.573 

-1.5 

10 

14 

Wal-Mart  Stores 

43,887 

34.0 

65 

■ 

NationsBank 

11,594 

-3.0 

120 

155 

Waste  Management 

7.551 

251 

11 

10 

El  du  Pont 

38,151 

-3.9 

66 

67 

Great  A&P  Tea 

11.591 

1.8 

121 

124 

SCEcorp 

7,502 

4.2 

12 

9 

Texaco 

37,271 

-%3 

67 

81 

Coca-Cola 

11.572 

13.0 

122 

125 

Ralston  Purina 

7,448 

3.8 

13 

11 

Chevron 

36,461 

-5.6 

68 

55 

Rockwell  IntI 

11,550 

-7.1 

123 

114 

Emerson  Electric 

7,443 

-37 

14 

15 

Kmart 

34,859 

7.8 

69 

54 

Georgia-Pacific 

11.524 

-9.0 

124 

121 

Borden 

7.235 

-5.2 

15 

12 

Citicorp 

31,839 

-17.1 

70 

68 

Travelers 

11.377 

0.6 

125 

131 

Amer  Honr»e  Prods 

7.079 

4.5 

16  16  Chrysler  29.370  -4.1 

17  18  Boeing  29,314  62 

18  19  Procter  &  Gamble  28,229  9.2 

19  20  American  Express  25,763  5.9 

20  17  Amoco  25,325  -9.6 

21  25  Kroger  21,351  5.4 

22  23  United  Technologies  20,840  -2.8 

23  21  American  Stores  20,823  -6.0 

24  30  ConAgra  20,459  9.4 

25  24  in  20,421  -0.9 


26 

31 

GTE 

19,621 

5.8 

27 

35 

PepsiCo 

19,608 

10.1 

28 

29 

Eastman  Kodak 

19,419 

2.7 

29 

28 

Aetna  Life  &  Cas 

19,196 

0.9 

30 

26 

Dow  Chemical 

18,807 

^.9 

31 

32 

Cigna 

18,750 

3.2 

32 

37 

McDonnell  Douglas 

18,448 

13.5 

33 

34 

Xerox 

17,830 

-0.8 

34 

33 

Atlantic  Richfield 

17,037 

-5.4 

35 

38 

American  IntI  Group 

16,884 

7.5 

36 

36 

JC  Penney 

15,201 

-1.0 

37 

40 

Dayton  Hudson 

15,115 

9.3 

38 

39 

Safeway 

15,119 

1.7 

39 

43 

RJR  Nabisco 

14,989 

8.0 

40 

47 

Hewlett-Packard 

14,949 

10.4 

41 

42 

BellSouth 

14,446 

0.7 

42 

49 

Digital  Equipment 

14,238 

8.9 

43 

■ 

Chemical  Banking 

14,145 

-10.6 

44 

41 

Tenneco 

13,562 

-5.9 

45 

48 

Enron 

13,520 

2.7 

46 

53 

Fed  Natl  Mortgage 

13,347 

4.9 

47 

50 

Minn  Mining  &  Mfg 

13,340 

2.4 

48 

46 

Nynex 

13,229 

-2.6 

49 

50 

Fleming  Cos 

12,902 

8.1 

50 

53 

AMR 

12,887 

10.0 

51 

62 

Loews 

12,881 

9.2 

52 

52 

Westinghouse 

12,794 

-0.9 

53 

51 

International  Paper 

12,703 

-2.0 

54 

59 

Sara  Lee 

12,651 

3.8 

55 

45 

Phillips  Petroleum 

12,504 

-7.3 

56 

70 

Johnson  &  Johnson 

12,447 

10.8 

57 

71 

Merrill  Lynch 

12,363 

10.3 

58 

■ 

USX-Marathon 

12,313 

-7.3 

59 

58 

Bell  Atlantic 

12,280 

-01 

60 

57 

BankAmerica 

12,268 

-0.4 

■  Not 

on  500  list  in  1990.    NA:  Not 

available. 

71 

74 

Motorola 

11.341 

4.2 

72 

80 

Bristol-Myers  Squibb 

11,159 

8.3 

73 

75 

Anheuser-Busch  Cos 

10,996 

2.4 

74 

69 

Goodyear 

10,907 

-3.2 

75 

77 

Ameritech 

10,818 

1.5 

76 

65 

Super  Valu  Stores 

10,744 

-6.7 

77 

84 

May  Dept  Stores 

10,615 

5.5 

78 

87 

US  West 

10,577 

6.2 

79 

■ 

IBP 

10,388 

2.0 

80 

78 

JP  Morgan  &  Co 

10,314 

-1.4 

81  85        Winn-Dixie  Stores  10,203  2.4 

82  61                       Sun  Co  10,183  -13.8 

83  66                  Caterpillar  10,182  -11.0 

84  22  Occidental  Petroleum  10,096  -53.5 

85  98            Delta  Air  Lines  10,020  15.1 


86 

88 

Woolworth 

9.914 

1.3 

87 

89 

Pacific  Telesis 

9,895 

1.8 

88 

99 

Melville 

9,885 

13.8 

89 

76 

Alcoa 

9,884 

-7.7 

90 

86 

Lockheed 

9,809 

-1.5 

91 

90 

Pacific  G&E 

9,778 

3.3 

92 

103 

McKesson 

9.711 

16.5 

93 

73 

Unocal 

9,685 

-9.0 

94 

91 

Coastal  Corp 

9,549 

-0.5 

95 

93 

Southwestern  Bell 

9,332 

2.4 

96 

100 

Lincoln  National 

9,304 

10.2 

97 

92 

Raytheon 

9.274 

0.1 

98 

95 

Salomon 

9,175 

2.6 

99 

97 

Ashland  Oil 

9.135 

-1.4 

100 

79 

Security  Pacific 

8,922 

-13.6 

101 

108 

Baxter  International 

8.921 

10.1 

102 

95 

Monsanto 

8.864 

-1.5 

103 

101 

Archer  Daniels 

8,801 

4.9 

104 

102 

Sprint 

8,780 

5.2 

105 

82 

General  Dynamics 

8,751 

-14.0 

106 

94 

Weyerhaeuser 

8,702 

-3.6 

107 

83 

Unisys 

8,696 

-14.0 

108 

105 

Albertson's 

8,680 

5.6 

109 

106 

CSX 

8,636 

5.3 

110 

119 

Merck 

8,603 

12.1 

HI  113  Sysco  8,469  7.7 

112  117  MCI  Communications  8,433  9.8 

113  104  American  Brands  8.379  1.3 

114  120  Marriott  8.331  9.0 
tl5  110  Southern  Co  8,050  09 


126 

118 

Deere  &  Co 

7,069 

-7.9 

127 

■ 

Federated  Dept  Strs 

7.052 

NA 

128 

127 

Union  Pacific 

7,029 

0.9 

129 

129 

Halliburton 

7,019 

1.6 

130 

142 

Pfizer 

6950 

8.5 

131  149  Walgreen  6.901  11.3 

132  168  Price  Co  5.890  22.3 

133  151  Abbott  Laboratories  6.877  11.7 

134  111  Bankers  Trust  NY  6.844  -13.6 

135  133  T-ansamerica  5.815  1.7 

136  159  Morgan  Stanley  6,785  156 

137  137  Texas  Instruments  6.784  3.3 

138  141  Kimberly-Clark  5,777  5.8 

139  136  Whirlpool  5.770  2.2 

140  135  McDonald's  6,695  0.8 


141 

154 

Walt  Disney 

6.627 

9.6 

142 

150 

Prinf>erica 

6.508 

6.7 

143 

130 

Pacific  Enterprises 

6.599 

-4.7 

144 

123 

Fluor 

5.580 

-10.2 

145 

139 

HJ  Heinz 

5,553 

0.8 

146 

138 

USAir  Group 

6,514 

-0.7 

147 

163 

Apple  Computer 

6,496 

m 

148 

171 

Food  Lion 

6.439 

15.3 

149 

182 

Humana 

6.344 

20.6 

150 

181 

Commonwealth  Ed 

6.276 

19.3 

151 

128 

Amerada  Hess 

5,267 

-9.8 

152 

144 

Honeywell 

6.193 

-1.8 

153 

151 

CPC  International 

6.189 

7.1 

154 

148 

Cooper  Industries 

5,163 

-1.0 

155 

183 

Limited 

6.149 

170 

156  143  Campbell  Soup  6.132  -30 

157  172  Toys 'R' Us  6.124  111 

158  153  Martin  Marietta  6.075  -0.8 

159  167  Colgate-Palmolive  6,060  6.5 

160  132  WR  Grace  6.049  -104 

161  152  LTV  5.986  -2.5 

162  164  Consolidated  Edison  5.873  23 

163  160  Wells  Fargo  5.861  0.3 

164  186  Kellogg  5.787  117 

165  156  Reynolds  MeUls  5  730  -4.9 


166 

140 

Lyondell  Petrochem 

5.729 

-118 

167 

185 

Eli  Ulty 

5.726 

103 

168 

170 

Wetterau 

5718 

23 

169 

173 

Northrop 

5,694 

37 

170 

157 

Pf»G  Industries 

5673 

-5.8 

198 
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Bob  Ottenbacher:  Font  Empioyn 


Traditionally,  overhead 
cam  V-8  engines  have 
been  found  only  in  expen- 
sive  imported  cars. 
Ford  Motor  Company 
changed  all  that.  Our  4.6 
?^3^^  liter  overhead  cam  V-8 
^^^w&  captures  the  brilliant 
performance  and  the 
exhilarating  power  that 
has  long  been  out  of 
reach,  and  puts  it  under 
the  hood  of  a  Ford, 
Lincoln  or  Mercury. 


Ford  •  Lincolo  •  Uemirv  •  Ford  Tnicks 


QUMnV  B  JOBt  ITS  WORHNB. 


Buckle  up-Togelher  we  can  save  Itves 


Aiways  tnsist  on  genuine  Foid  Motor  ComcMny  coNiSion  repair  parts 


m 


THE  FORBES  500 


Rank  Company    Sales       % 

1991  1990  ($mil)   change 


Rank 
1991  1990 


171  209  Costco  Wholesale 

172  180  Quaker  Oats 

173  147  Continental  Airlines 

174  189  Litton  industries 

175  165  Continental  Corp 

176  162  Stone  Container 

177  175  Capital  Cities/ABC 

178  177  VonsCos 

179  145  FPL  Group 

180  232  Home  Depot 

181  195  Pub  Svc  Enterprise 

182  158  First  Interstate  Bncp 

183  188  Ryder  System 

184  199  Warner-Lambert 

185  187  American  Electric 

186  ■  Stop  &  Shop  Cos 

187  205  American  Cyanamid 

188  176  Scott  Paper 

189  206  Texas  Utilities 

190  122  Union  Carbide 


191  ■ 

192  203 

193  166 

194  210 

195  190 


196 
197 
198 
199 
200 


228 
211 
194 
193 
213 


USX-US  Steel 

Bergen  Brunswig 

First  Chicago 

AIco  Standard 

Champion  IntI 

Intel 

Gillette 

Dun  &  Bradstreet 

Black  &  Decker 

Chiquita  Brands  IntI 


201  204  Johnson  Controls 

202  198  Dresser  Industries 

203  212  Household  IntI 

204  196  HF  Ahmanson 

205  184  Dana 

206  197  Mead 

207  174  James  River  Corp  Va 

208  200  Burlington  Northern 

209  .  169  Bank  of  Boston 

210  201  Tandy 

211  214  Chubb 

212  202  Norfolk  Southern 

213  218  Houston  Industries 

214  226  Fleet/Norstar  FinI 

215  255  Norwest 


216  208 

217  192 

218  221 

219  219 

220  191 


American  General 

PNC  Financial 

St  Paul  Cos 

First  Union 

Bethlehem  Steel 


221  222  Fed  Home  Loan  Mtg 

222  178  Bank  of  New  York 

223  207  USF&G 

224  262  Banc  One 

225  216  Consol  Freightways 

■  Not  on  500  list  in  1990. 


5,614 
5,570 
5,551 
5,463 


5,384 
5,382 
5,350 
5,249 
5,137 

5,093 
5,093 
5,061 
5,059 


5,010 
4,986 
4,977 
4,893 
4,877 

4,864 
4,863 
4,830 
4,805 
4,789 


4,579 
4,562 
4,559 
4,547 


4,513 
4,451 
4,444 
4,439 


4,395 
4,377 
4,352 
4,321 


4,262 
4,225 
4,134 
4,097 
4,082 


27.0 
5.2 

-10.9 
6.0 


5,425     -4.5 


-6.5 

-0.1 

0.3 

-16.5 

34.6 

6.1 

-14.2 

-2.0 

7.9 


5,047     -2.3 


0.4 
9.1 

-7.1 
7.7 

-36.0 

-19.9 
5.5 

-15.2 
8.6 

-5.9 


4,779  21.9 

4,684  7.8 

4,643  -3.6 

4,637  -4.0 

4,627  8.3 

4,626  1.0 

4,607  -2.1 

4,594  6.3 

4,592  -3.9 

4,591  -12.1 


-4.0 
-15.8 

-2.5 
-18.8 


4,515     -2.3 


6.3 
-3.6 

6.3 
14.0 


4,420      26.9 


-1.9 

-10,3 

8.7 

6.2 


4,318    -11.9 


6.6 

-20.8 

-8.8 

18.4 

-3.0 


226 
227 
228 
229 
230 

231 
232 
233 
234 
235 


227  Paramount  Commun 

224  Entergy 

220  Coca-Cola  Enterprises 

249  Dillard  Dept  Stores 

235  PacifiCorp 


231 
241 
238 
223 


Tyson  Foods 

Philadelphia  Elec 

National  Medical 

Grumman 


215    Gt  Western  Financial 


3,978 
3,976 
3,973 
3,963 
3,953 


241  280  Crown  Cork  &  Seal 

242  253  Tele-Communications 

243  251  Dominion  Resources 

244  234  AMAX 

245  264  Rite  Aid 


246  244 

247  267 

248  247 

249  307 

250  257 

251  269 

252  239 

253  ■ 

254  ■ 

255  233 

256  314 

257  268 

258  288 

259  256 

260  230 

261  260 

262  266 

263  242 

264  277 

265  259 

266  246 

267  291 

268  261 

269  324 

270  225 

271  276 

272  ■ 

273  329 

274  303 

275  243. 

276  270 

277  250 

278  299 

279  248 

280  265 


TW  Holdings 

Schering-Plough 

Times  Mirror 

JWP 

Avon  Products 

Detroit  Edison 

Ingersoll-Rand 

General  Cinema 

Owens-Illinois 

Navistar  IntI 

Sun  Microsystems 

Genuine  Parts 

Upjohn 

Cummins  Engine 

Inland  Steel  Inds 

Service  Merchandise 

Giant  Food 

Reliance  Group 

Niagara  Mohawk  Pwr 

Gannett 

Eaton 

General  Public  Utils 

SunTrust  Banks 

National  Intergroup 

Fina 

Pitney  Bowes 

Dial 

Aflac 

NIKE 

Kerr-McGee 

Barnett  Banks 

Compaq  Computer 

Corning 

Sallie  Mae 

Consolidated  Rail 


3,807 
3,792 
3,786 
3,772 
3,670 

3,618 
3,616 
3,614 
3,594 
3,593 

3,592 
3,586 
3,584 
3,575 
3,520 

3,455 
3,435 
3,426 
3,406 
3,404 

3,400 
3,397 
3,392 
3,383 
3,382 

3,381 
3,372 
3,361 
3,344 
3,336 

3,332 
3,310 
3,283 
3,277 
3,274 

3,274 
3.271 
3.259 
3,257 
3,252 


4.0 

7.3 

6.2 

-0.7 

-6.2 


236  217  Boise  Cascade  3,950  -5.6 

237  254  RR  Donnelley  &  Sons  3,915  11.9 

238  240  FMC  3,899  4.8 

239  301  Rhone-Poulenc  Rorer  3,824  31.1 

240  245  Duke  Power  3,817  3.7 


23.9 
8.0 
7.2 

-0.4 
8.8 

-1.7 

8.8 

-0.2 

27.1 

4.0 

8.6 
-4.1 
-1.9 
-2.7 
-7.6 

25.0 

3.5 

13.0 

-1.6 

-12.0 

-1.0 
1.5 
2.7 
7.2 

-1.7 

-7.1 
12.5 
-1.4 
13.1 
-16.1 

4.3 

1,9 

22.6 

13.2 

-11.1 

-0.7 
-9.1 
10.8 
-10.0 
-36 


Company 

Dole 

Teledyne 

General  Re 

283    Browning-Ferris  Inds 

302  Nordstrom 


Sales 
($mil) 

3,215 
3,207 
3,207 
3,183 
3,180 


286  296  Roadway  Senrices  3,177 

287  ■  Varity  3,169 

288  294  PaineWebber  Group  3.166 

289  263  Mellon  Bank  3,151 

290  287  Safeco  3,148 

291  274  Masco  3.141 

292  346  Wachovia  3.138 

293  300  Kemper  3.131 

294  331  Berkshire  Hathaway  3.106 

295  286  AMP  3,095 

296  236  Ames  Dept  Stores  3.091 

297  333  Tyco  Laboratories  3.077 

298  306  Lowe's  Cos  3,056 

299  317  Central  8.  So  West  3.047 

300  271  CBS  3,035 

301  237  Circle  K  3,011 

302  284  Harris  Corp  2,997 

303  282  Maytag  2,971 

304  305  Union  Camp  2,967 

305  297  Air  Prods  &  Chems  2.967 


% 
change 

7.1 
-6.9 
7.1 
4.2 
9.9 

6.9 

-12.4 

6.3 

-7.4 

3.4 

-2.1 
24.6 

6.9 
16.8 

1.7 

-17.7 

16.9 

7.9 

11.0 

-6.9 

-16.1 
-1.9 
-2.8 

4.5 

0.0 


306 

338 

VF 

2,952 

13.0 

307 

295 

CMS  Energy 

2.941 

-1.2 

308 

334 

Aon 

2.931 

11.6 

309 

275 

Hercules 

2,929 

-8.5 

310 

289 

Universal 

2,907 
2,899 

11.6 
6.8 

311 

322 

Hershey  Foods 

312 

445 

Loral 

2,870 

60.4 

313 

354 

Marion  Merrell  Dow 

2.851 

15.8 

314 

316 

Provident  Life  &  Ace 

2,846 

3.4 

315 

309 

Enserch 

2.835 

0.7 

316 

320 

Premark  IntI 

2,816 

3.5 

317 

■ 

Manpower 

2.800 

-8.3 

318 

359 

Waban 

2,784 

15.5 

319 

278 

Owens-Corning 

2.783 

-10.5 

320 

357 

Arkia 

2.779 

14.1 

321 

319 

Marsh  &  McLennan 

2.779 

21 

322 

285 

First  Fidelity  Bncp 

2.778 

-9.0 

323 

315 

Geo  AHormel 

2,764 

0.1 

324 

308 

Rohm  &  Haas 

2,763 

-22 

325 

356 

TJX  Cos 

2.758 

12.7 
5,3 

326 

337 

Northeast  Utilities 

2,754 

327 

321 

Baker  Hughes 

2,747 

1.0 

328 

279 

Trsnsco  Energy 

2.739 

-11.1 

329 

395 

Reebok  International 

2.734 

266 

330 

304 

Penn  Traffic 

2.730 
2.726 

-1.5 
0.3 

331 

312 

US  Shoe 

332 

327 

NBD  Bancorp 

2724 

1.3 

333 

352 

Fred  Meyer 

2  703 

9.2 

334 

353 

EG&G 

2.689 

87 

335 

336 

Carolina  Power  L  Lt 

2.686 

2( 
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Anacomb 


The  more  successful  the 
company,  the  more  information 
it  creates.  So  when  it  comes  time 
to  store  and  retrieve  this  valuable 
information,  more  than  80%  of  the 
FORTUNE  500  rely  on  Anacomp 
and  micrographics  for  a  solution 
that  lands  them  major  savings. 


Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6"  sheet  of 
microfilm  that  holds  up  to  ''OO  pages  of 
information.  In  most  cases,  fiche  can  be 
retrieved  and  used  more  quickly  than 
competing  media  such  as  magnetic  tape 
and  optical  disc.  Most  important,  savings 
in  the  cost  of  paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the 
most  cost-effective 
way  to  store  and 
retrieve  data. 


As  a  cost-effective  alternative 
to  paper-based  information 
management  systems,  Anacomp's 
micrographics  is  unsurpassed. 
Here  are  some  specific  examples 
of  savings  netted  by  Anacomp 
customers: 

>^  An  80%  savings  on 
the  cost  of  labor 
^^  A  99%  savings  on 
the  cost  of  mailing 
>^  A  90%  savings  on 
the  cost  of  materials 
^^^  A  99%  sa\'ings  on 
the  cost  of  storage. 


Vtlien  we  are  in\ited  to  Anacomp 
your  company,"  we  do  a  thorough 
audit  of  the  way  your  business 
manages  its  information.  >X'ithout 
exception,  we  can  provide  precise 
cost  savings  in  real  dollars  over 
specific  time  fi-ames. 

Such  dramatic  savings,  esp)ecialh' 
in  today's  business  environment, 
have  helped  Anacomp  become  a 
member  of  the  FORTUNE  500. 

Let  us  "Anacomp  your  compan>." 
To  find  out  how.  contact  R  Lang 
Lo^Tey,  SVP  Anacomp,  inc..  3060 
Peachtree  Road,  N.W,  Adanta,  GA 
30305.  or  caU  (404)262-2667. 
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The  Image  Of  The  Future 
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''l&^/z,  /^^  was  out  mowing  the  lawn. 
Turned  out  it  wasn't  a  heart  attack,  though. 
Just  heat  exhaustion!' 
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Deductibles.  Copayments.  Even  minor 
medical  problems  can  be  costly  for  your  employees. 
And  health  insurance  is  a  major  expense  for  your 
company,  too.  You  can  serve  your  employees  and  your 
bottom  line  with  AFLAC  supplemental  insurance. 

Since  1958,  AFLAC  has  become  an  expert 
in  supplemental  insurance  by  specializing  in  this 
increasingly  vital  field.  Our  solid  reputation  for  smart 


^ 
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business  and  reliable  service  has  led  over  80,000  companies  in  the  US.  alone  to  include  AFLAC  in  their  employee  health 

plans.  They  depend  upon  AFLAC  for  a  lasting  and  beneficial  relationship. 

AFLAC's  selection  of  supplemental  products  is  among  the  broadest  in  the  business.  With  AFLAC,  you  can  offer 

your  employees  a  full  range  of  supplemental  policies  without  increasing  insurance 

costs  to  your  company.  You  save  money  while  closing  insurance  gaps  and  providing 

the  protection  your  employees  need— and  deserve. 

For  more  information  on  AFLAC  supplemental  insurance,  contaa  AFLAC,  _ 

^^  Insuring  Over  35  MiUion 

1932  Wynnton  Rd,  Columbus,  GA  31999.  Or  caD  1-800-99-AFLAC  (1-800-992-3522).        Peopie  mnidwide 


miFlAC 
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Rank 
1991 1990 

336  272 

337  342 

338  330 

339  345 

340  325 


Company    Sales       % 
($mil)   change 


Rank 
1991  1990 


Company 


Turner  Corp 

Capital  Holding 

Seagate  Technology 

Bruno's 

Mapco 


2,672  -18.0 

2,671  3.6 

2,669  0.0 

2,658  5.4 

2,643  -2.4 


341 

343 

Illinois  Tool  Works 

2,640 

3.8 

342 

373 

Circuit  City  Stores 

2.616 

12.4 

343 

323 

Consol  Natural  Gas 

2,607 

-4.0 

344 

328 

National  City 

2.588 

-3.5 

345 

369 

Columbia  Gas  Sys 

2,577 

9.3 

346 

326 

Diamond  Shamrock 

2.576 

-4.9 

347 

348 

Ethyl 

2,575 

24 

348 

366 

Centerior  Energy 

2,569 

8.5 

349 

352 

Pennsylvania  P8iL 

2,560 

7.2 

350 

355 

Long  Island  Lighting 

2,549 

4.2 

351 

340 

Ave7  Oennison 

2,545 

-1.7 

352 

381 

Sherwin-Williams 

2,541 

12.1 

353 

311 

Republic  New  York 

2,535 

-8.5 

354 

390 

Pennzoil 

2,527 

-2.6 

355 

363 

Bear  Stearns  Cos 

2,527 

6.3 

356 

423 

Gap 

2,519 

30.3 

357 

360 

Temple-inland 

2,507 

44 

358 

335 

Quantum  Chemical 

2,486 

-5.0 

359 

358 

BF  Goodrich 

2,472 

1.6 

360 

387 

Reader's  Digest  Assn 

2,465 

11.9 

361 

394 

Baltimore  G&E 

2,459 

13.9 

362 

293 

Panhandle  Eastern 

2,454 

-17.9 

363 

349 

American  Medical 

2,449 

-1.8 

364 

380 

American  President 

2,449 

7.9 

365 

367 

Mercantile  Stores 

2,442 

3.2 

366  344  Armstrong  World  Inds  2.439  -3.6 

367  298                   Engelhard  2.436  -17.2 

368  332              Phelps  Dodge  2.434  -7.6 

369  392                       UNUM  2.421  11.5 

370  375                    Whitman  2.393  3.8 

Bindley  Western  Inds  2.393  17.2 

CoreStates  Financial  2,386  -7.6 

Longs  Drug  Stores  2,366  14 

Santa  Fe  Pacific  2,360  2.7 

Ohio  Edison  2,359  6.0 

Parker  Hannifin  2,354  -^.5 

Yellow  Freight  Sys  2,344  1.8 

Shawmut  National  2.344  -14.5 

Nash  Finch  2,343  -1.1 

Paccar  2,339  -15.8 

Continental  Bank  2,301  -25,0 

Beverly  Enterprises  2,301  8.9 

Allegheny  Power  2,282  -0.7 

Microsoft  2,276  54.0 

Olin  2,275  -12.2 

IntI  Multifoods  2.271  4  3 

Westvaco  2,268  -55 

Ball  Corp  2,267  67.1 

KeyCorp  2,259  25.5 

Maxxam  2,255  -4.5 


371 

407  I 

372 

341 

373 

372 

374 

378 

375 

383 

376 

347 

377 

376 

378 

318 

379 

364 

380 

310 

381  281 

382  402 

383  377 

384  ■ 

385  339 

386  391 

387  361 

388  ■ 

389  440 

390  368 


391  401  Golden  West  FinI 

392  374  Knight-Ridder 

393  408  Smith's  Food  &  Drug 

394  404  No  States  Power 

395  410  Comdisco 


Sales 
($mil) 

2,241 
2,237 
2,217 
2,201 
2,197 


396  385 

397  273 

398  403 

399  313 

400  496 


Dover 

MNC  Financial 

Becton  Dickinson 

Carter  Hawley  Hale 

Intelligent  Electron 


406  409  Union  Electric 

407  436  New  England  Electric 

408  351  Brunswick 

409  421  WW  Grainger 

410  412  Florida  Progress 


411  417 

412  ■ 

413  370 

414  382 

415  424 

416  467 

417  457 

418  427 

419  414 

420  447 

421  473 

422  439 

423  350 

424  476 

425  397 

426  413 

427  441 

428  415 

429  470 

430  450 


Polaroid 

HealthTrust 

Tribune 

Manville 

US  Bancorp 

Hannaford  Bros 

Liz  Claiborne 

Willamette  Inds 

PHH 

GenCorp 

Foster  Wheeler 

E-Systems 

Midlantic 

Morrison  Knudsen 

Tosco 

Spiegel 

Morton  International 

Stanley  Works 

Computer  Sciences 

Harsco 


2,097 
2,094 
2,088 
2,077 
2,075 

2.071 
2,065 
2,035 
2,025 
2,014 

2,008 
2.007 
2.005 
1,997 
1.993 

1.992 
1.991 
1,987 
1,980 
1,980 

1,976 
1,967 
1,962 
1,945 
1,943 


441  ■  Pet  1,878 

442  428  ICH  1,872 

443  ■  Caldor  1.868 

444  444  Super  Food  Services  1,842 

445  400  First  Bank  System  1.S21 


% 
change 

54 
-2.9 
9.2 
6.6 
9.0 


Rank 
1991 1990 


Company 


Sales 
($mil) 


2,196  -0.7 

2,194  -32.9 

2,191  6.0 

2,187  -20.9 

2,173  41.7 


401 

399 

Dean  Foods 

2,168 

1.0 

402 

379 

Centex 

2,155 

-5.8 

403 

422 

Geico 

2,147 

11.0 

404 

499 

Hasbro 

2,141 

40.9 

405 

438 

Williams  Cos 

2,105 

15.5 

3.7 

12.9 

-15.7 

7.3 

3.2 

5.0 

NA 

-13.5 

-9.8 

4.9 

19.0 
16.1 
5.2 
0.4 
12.3 

19.9 
10.0 
-20.4 
19.8 
-8.3 

-0.9 
9.3 
-0.7 
15.8 
104 


431 

420 

McGraw-Hill 

1,943 

0.2 

432 

365 

Wang  Laboratories 

1,940 

-17.6 

433 

430 

Tandem  Computers 

1,933 

3.2 

434 

442 

Torchmark 

1,932 

7.6 

435 

437 

Pittston 

1,929 

4.3 

436 

435 

Adolph  Cocrs 

1,917 

2,9 

437 

371 

GlenFed 

1,911 

-20.5 

438 

386 

Asarco 

1.910 

-13.5 

439 

429 

Springs  Industries 

1,890 

0.7 

440 

38^ 

Sequa 

1.879 

-15.0 

3.3 

-17 

57 

28 

-14.8 


% 
change 


446 

454 

Automatic  Data 

1,811 

4J 

447 

452 

Beneficial  Corp 

1.810 

3.1 

448 

453 

Hanover  Insurance 

1.808 

34 

449 

456 

Public  Service  Colo 

1.795 

3.5 

450 

448 

San  Diego  G&E 

1,789 

1.0 

451  406  Crown  Central  Pet  1.765  -14.3 

452  432  Burlington  Resources  1,754  -Si 

453  489  Alltel  1.748  11.1 

454  449  Brown  Group  1,728  -2.0 

455  458  Dow  Jones  1725  OJ 


CalFed  1715  -20.7 

Ohio  Casualty  1.714  4.7 

USG  1.712  -10.6 

Viacom  1.712  7.0 

New  York  Times  1.703  -4.1 

Amdahl  1,702  -211 

Gulf  States  Utils  1.702  0.7 

Louisiana-Pacific  1.702  -5.1 

Sonoco  Products  1.697  1.7 

Avnet  1.694  -3.5 


456  393 

457  479 

458  425 

459  484 

460  446 

461  396 

462  466 

463  443 

464  472 

465  451 

466  416 

467  477 

468  418 

469  389 

470  434 

471  492 

472  468 

473  462 

474  398 

475  483 

476  495 

477  ■ 

478  493 

479  426 

480  ■ 

481  453  Timken 

482  ■         Interpublic  Group 

483  481    So  New  Eng  Telecom 

484  469  Union  Bank 

485  480  Whco 


Itel 

Echlin 

Trinova 

Hills  Oept  Stores 

Cyprus  Minerals 

Clorox 

Anin  Industries 

Natl  Semiconductor 

Penn  Central 

Sundstrand 

Rubbermaid 

US  Healthcare 

Imcera  Group 

HomeFed 

York  IntI 


486  ■ 

487  ■ 

488  474 

489  464 

490  488 

491  459 

492  ■ 

493  478 

494  411 

495  ■ 


Fruit  of  the  Loom 

Mattel 

Shaw  Industries 

General  Signal 
CBI  Industries 

Society 

Hechir>cer 

National  Service 

Murphy  Oil 

Conner  Peripherals 


1.589  -14.5 

1.681  1.8 

1.681  -14.0 

1.680  -21.5 

1.679  -10.1 

1,579  7.7 

1,575  -0.6 

1.671  -2.5 

1.669  -22.5 

1.669  4.3 

1.667  8.7 

1.664  28.3 

1,564  7.0 

1,563  -13.7 

1,653  14.1 

1.647  -3i 

1.635  23.0 

1.633  0.8 

1.633  -3i 

1.631  -0.1 

1.628  14.1 

1.622  10.3 

1.619  -24 

1.616  -4.7 

1.615  2,5 

1.609  -64 

1.608  155 

1.603  -24 

1.601  -20.5 

1.599  195 


I  Not  on  500  list  m  1990     NA  Not  ?>  ailable. 
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496 

455 

AllIKO 

1.595 

-SI 

497 

■ 

Duracell  Inti 

1,5« 

97 

498 

500 

Boatmen's  Bancshs 

ISS? 

48 

499 

■ 

ShopKo  Stores 

1586 

M 

500 

■ 

Mensel 

1.585 

330 
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ee  Spot 


See  Spot 
having  problems 

long-term. 


**  '***-, 


See  the  answer. 
EiiFolio  Gas 
Resource 
Agreements. 


Bu\ing  only  on  the  spot  market  makes 
the  cost  of  natural  gas  purchased  today  low. 
But  it  definiteh  raises  future  risk — 
especially  if  Spot  starts  haNing  "problems." 
The  opportunity:  gas  customers  who  begin 
to  build  customized  natural  gas  p)ortfolios 
now  can  diversify  supply  commitments  and 
manage  the  impact  of  future  gas  costs. 

So  Enron  Gas  Services  (part  of  Enron 
Corp..  America's  leading  integrated  gas 
company )  created  the  unique  EnFolio  Gas 
Resource  Agreements,  to  give  local 
distribution  companies  and  other  large 
natural  gas  users  supply  reliabilit\  with  price 
predictabilit>  overtime.  We're  making 
significant  investments — in  dollars,  talent 
and  time — to  ensure  that  fuel  supply 
managers  benefit  from  long-term  natural 
gas  commitments.  That  they'll  be  protected 
against  unpredictable  gas  pricing.  And 
that  they  can  always  count  on  reliable  gas 
supply  and  deliver}. . 

EnFolio  Gas  Resource  Agreements  are 


stable,  long-term  alternatives  to  short-term 
gas  purchases  because  we  ha\e  combined 
three  supporting  practices. 

First;  production  financing  ensures 
a  reliable  reserve  of  gas  to  meet  Enron 
customers'  long-term  needs. 

Second:  state-of-the-art  risk  manage- 
ment lets  Enron  lock  in  the  price  of  gas 
long-term,  minimizing  price  volatility  for 
our  customers. 

And  third:  comprehensive  marketing 
balances  suppK  and  demand  nationw  ide  by 
deN  eloping  new  markets,  so  that  for  every 
prosider  of  gas  there's  a  waiting  customer, 
and  vice-versa,  at  predictable  prices. 

EnFolio  Gas  Resource  Agreements, 
one  result  of  this  combination  of  practices, 
let  customers  gel  more  fle\ibilit>  and  more 
reliabilitx  in  their  gas  suppK  programs. 
With  a  lot  less  risk.  Why  should  you  call 
80(V742-SPar  (FAX:  713/750-6831 )  to  find 
out  more?  Because  no  one  can  predict 
Spot's  future  health. 


ENRON 
Gas  Services  Corp. 
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Overall  earnings  fell  for  the  third 
year  in  a  row  at  America's  most 
profitable  corporations.  This  year 
they  should  do  better. 


America's  500  most  profitable  corporations  earned  $155 
billion  last  year,  a  9.5%  decline  fi-om  the  $171  billion  they 
took  to  the  bottom  line  in  1990.  At  their  pre -recession 
peak  in  1988,  the  Forbes  Profits  500  companies  earned  a 
combined  $187  billion. 

For  the  first  time  since  1969 — when  Foeibes  began 
compiling  this  annual  survey — IBM  failed  to  make  the 
Profits  500.  Just  one  year  ago  IBM  led  the  list  with  a  1990 
net  of  $6  billion.  But  last  year  IBM  took  $2.7  billion  in 
aft:ertax  restructuring  charges.  That,  coupled  with  a  6% 
drop  in  revenues,  resulted  in  a  $564  million  loss  before  an 
accounting  change.  After  the 
accounting  adjustment — 
which  was  for  retirees'  fiiture 
medical  bills — IBM  reported 
a  $2.8  billion  loss. 

Detroit,  too,  was  swim- 
ming in  red  ink.  gm.  Ford 
and  Chrysler  reported  a  com- 
bined loss  of  nearly  $8  bil- 
lion. The  Gulf  war  and  the 
recession  took  their  toll  on 
the  airline  industry,  amr, 
Delta,  UAI.,  USAir  and  Con- 
tinental each  lost  hundreds 
of  millions  of  dollars. 

Oil  companies  were  hurt 


Rank 
1991       1990 

Company 

Net 
profits 
($mil) 

% 
change 

Cash  flow 
($mil)     rank 
1991 

1 

2 

3 
4 
5 

6 
7 
8 
9 
10 


Exxon 

General  Electric 

Philip  Morris  Cos 

Merck 

Bristol-Myers  Squibb 

Mobil 

Procter  &  Gamble 

Coca-Cola 

Wal-Mart  Stores 

GTE 


by  the  global  recession  and  falling  crude  prices.  Amerada 
Hess  and  Phillips  Petroleum  both  saw  their  profits  fall 
more  than  80%.  Phillips  Petroleum  operated  below  capaci- 
ty for  most  of  the  year  because  of  a  fire  at  one  of  its 
refineries.  Chevron,  Amoco  and  Texaco  had  double-digit 
earnings  declines.  Among  oil  companies,  Exxon  was  a 
notable  exception:  It  increased  profits  by  12%  and  earned 
$5.6  billion  in  1991,  replacing  IBM  as  America's  most 
profitable  company. 

Merrill  Lynch  benefited  fi-om  cost  control  as  well  as  fi-om  the 
rally  in  stocks  and  bonds.  It  earned  $696  million,  o\er  three 

times  what  it  made  in  1990. 
Earnings  more  than  doubled  at 
Bear  Steams,  while  Morgan 
Stanley,  A.G.  Ed\\ards  and  Sal- 
omon also  posted  substantial 
profit  increases. 

Among  the  many  small 
companies  peddled  to  inves- 
tors at  high  multiples  of  their 
earnings  as  ''emerging 
growth''  sttKks,  only  a  few 
will  ever  make  it  into  the  big- 
profits  leagues.  One  that 
made  it  is  Amgcn,  tlie  bio- 
technology- firm,  ranked 
346.        Gustavo  Lombo 


5,600,0 
4,435.0 
3,927.0 
2,121.7 
2,056.0 

1,920,0 
1,787.0 
1,618,0 
1,608.5 
1,580,0 


11,8 
3,1 
10,9 
19,1 
17,6 

-0,5 

3,1 

17,1 

24,6 

2,5 


10,424 
7,267 
5,424 
2,386 
2,302 

4,509 
2,770 
1,879 
2,084 
4,834 


1 
2 
3 

22 
23 

5 
17 
30 
27 

4 


Winners 


Rank  Company 

1991         1990 


122 
457 
346 
196 
60 


Rhone-Pouienc  Rorer 

Washington  Mutual 

Amgen 

Kemper 

Baxter  International 


Losers 


Net  profits 

Rank 

Company 

1991 

1990 

1991 

1990 

($mil) 

{$mil) 

325.5 

1.0 

480 

59 

Union  Pacific 

67.5 

0.9 

384 

88 

Amerada  Hess 

97.9 

3.9 

345 

75 

Phillips  Petroleum 

204,5 

11.9 

434 

108 

Unocal 

591,0 

40.0 

75 

5 

American  Tel  &  Tel 

Net  % 

profits  change 
($inil) 

64.0  -896 

84.3  -82.5 

98.0  -81.9 

73.0  -81.8 

522.0  -80.9 


I  Not  on  500  list  in  1990. 
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If  you're  considering  a  new  KingAir^ 
stop  and  count  to  12. 


Maybe  you're  a  satisfied  King  Air 
owner.  And  maybe  you're  thinking  about 
trading  for  a  bigger  King  Air.  But  if  you 
are,  then  this  is  the  year  that  you  should 
consider  moving  into  a  Citation  V 
business  jet  instead. 

Here  are  12  reasons  why  many  King  Air 
owners  have  already  done  exactly  that 

1 .  TTie  Citation  V  costs  less  per  mile  than 
the  King  Air  350.  In  fact,  we're  willing  to 
guarantee  it. 

2.  The  Citation  V  is  easier  to  fly.  It  is  so 

uncomplicated  that  it's  been  certified  by 
the  FAA  for  single-pilot  operation. 

3.  The  Citation  V  cabin  is  more  spadous. 

The  roomy  seating  area  is  vsider  and  longer 
than  the  King  Air.  And  it's  far  quieter. 

4.  The  Citation  V  can  use  shorter  runways. 

And  in  high/hot  conditions,  the  Citation  V 
takeoff  advantage  is  even  greater. 

5.  TTie  Citation  Vis  120  knots  faster.  It 

completes  a  typical  600-mile  mission 


nearly  30  minutes  ahead  of  the  King  Air, 
saving  an  enormous  amount  of  valuable 
time  each  year. 

6.  The  Citation  V  climbs  faster  and  cruises 
2  miles  higher.  Above  most  weather  and 
nearly  all  traffic 

7.  The  Citation  V  provides  far  greater 
range.  On  a  typical  mission,  the  CV  has 
nearly  30%  more  range,  meaning  more 
flexibility  and  fewer  fuel  stops. 

8.  The  Citation  V  holds  much  more 
baggie.  Nearly  three  times  the  King  Air 
capacity,  with  suitcases  stored  conveniently 
outside  the  cabin. 

9.  The  Citation  V  is  far  more  advanced. 

The  Citation's  aerodynamic  design  is 
decades  ahead  And  the  V  comes 
standard  with  tvvo-tube  EFIS  and 
global  navigation. 

10.  The  Citation  V  has  more  safety  features. 

Cockpit  visibility  is  greater,  and  cTitical 
approach  and  landing  speeds  are  lower. 


The  safety  record  of  the  Citation  fleet  is 
unmatched  in  aviation. 

11 .  The  Citation  V  has  a  stronger  warranty. 

The  King  Air  350's  airframe  warrant)'  is 
one  year.  The  Citation  V's  is  five  years. 

12.  The  Citation  V^  has  factory-direct 
support.  Citation  service  centers  are 
exchiauely  dedicated  to  supporting 
Citation  owners. 

So,  if  you're  considering  a  King  Air  350, 
take  a  moment  to  consider  the  reasons  why 
the  Citation  V  outsells  it  by  nearly  a  two- 
to-one  margin.  Write  to  Roy  H.  Norris, 
Senior  Vice  President  of  Marketing; 
Cessna  Aircraft  Ca;  P.O.  Box  7706; 
Wichita.  KS  67277.  Or  call  him  at 
1-800-4-CESSN A.  Hell  teU  you  about 
a  special  limited  program  that  makes  it 
even  smarter  to  choose  a  Citation  V 
right  now.  ^^^ 

CitationV    cSI 


Mm 


THE  FORBES  SOO 


Rank 

Company 

Net 

% 

Cash 

Cash 

1991 

1990 

profits 

change 

flow 

flow 

($mil) 

($mil) 

rank 

jjr 

199;. 

21 

11 

18 

Boeing 

,567.0 

13.1 

2,393 

12 

17 

American  IntI  Group 

,553.0 

7.7 

1,878 

31 

13 

14 

BellSouth     1 

,506.9 

-7.6 

4,472 

6 

14 

28 

Johnson  8i  Johnson 

,461.0 

27.8 

1,954 

29 

IS 

27 

Federal  Natl  Mortgage     1 

,455.4 

24.0 

1,455 

43 

16 

6 

El  du  Pont  de  Nemours 

,403.0 

-39.3 

4,354 

7 

17 

25 

American  Home  Prods 

,375.3 

11.8 

1,542 

36 

18 

21 

Bell  Atlantic 

,331.6 

1.5 

3,630 

10 

19 

29 

Eli  Lilly 

,314.7 

16.6 

1,614 

34 

20 

16 

Texaco 

,294.0 

-10.8 

2,854 

16 

21 

7 

Chevron 

,293.0 

^0,1 

3,944 

9 

22 

37 

Sears,  Roebuck 

,278.9 

41.8 

2,048 

28 

23 

9 

Amoco 

,173.0 

-38.7 

3,412 

11 

24 

24 

Ameritech 

,165.5 

-7.0 

3,080 

12 

25 

30 

Southwestern  Bell 

,156.5 

5.0 

2,922 

14 

26 

22 

Minn  Mining  8i  Mfg 

,154.0 

-11.8 

2,123 

25 

27 

38 

BankAmerica 

,124.0 

28.2 

1,426 

44 

28 

48 

JP  Morgan  &  Co 

1,114.0 

43.7 

1,114 

62 

29 

34 

Abbott  Laboratories 

1,088.7 

12.7 

1,468 

42 

30 

31 

PepsiCo 

1,080.2 

0.3 

2,095 

26 

31 

33 

Pacific  G8(E 

1,026.4 

4.0 

2,198 

24 

32 

32 

Pacific  Telesis 

1,015.0 

-1.5 

2,883 

15 

33 

19 

Dow  Chemical 

942.0 

-31.9 

2,407 

20 

34 
35 

41 

Anheuser-Busch  Cos 

939.8 

11.6 

1,474 

41 

44 

Loews 

904.3 

12.4 

1,004 

72 

36 

62 

Southern  Co 

876.4 

45.1 

1,844 

32 

37 

45 

McDonald's 

859.6 

7.1 

1,374 

48 

38 

50 

Kmart 

859.0 

13.6 

1,411 

45 

39 

49 

Hewlett-Packard 

856.0 

11.0 

1,493 

40 

40 

56 

Intel 

818.6 

25.9 

1,242 

54 

41 

35 

in 

817.0 

-14.7 

1,352 

50 

42 

63 

American  Brands 

806.1 

35.3 

1,087 

65 

43 

133 

American  Express 

789.0 

133.4 

1,542 

37 

44 

46 

Pfizer 

722.1 

-9.9 

966 

76 

45 

82 

Sara  Lee 

714.7 

42.8 

1,136 

61 

46 

13 

Atlantic  Richfield 

709.0 

-58.0 

2,734 

18 

47 

47 

SCEcorp 

702.6 

-10.7 

1,633 

33 

48 

223 

Merrill  Lynch 

696.1 

262.8 

972 

74 

49 

272 

Polaroid 

683.7 

352.8 

769 

95 

50 

42 

Walt  Disney 

674.3 

-17.8 

1,502 

39 

51 

55 

Bankers  Trust  NY 

667.0 

0.3 

762 

96 

52 

61 

General  Re 

656.7 

7.0 

657 

107 

53 

72 

HJ  Heinz 

648.7 

18.5 

860 

83 

54 

67 

Schering-Plough 

645.6 

14.2 

775 

93 

55 

58 

Emerson  Electric 

637.7 

3.2 

933 

78 

56 

53 

Waste  Management 

606.3 

-14.5 

1,199 

56 

57 

80 

Kellogg 

606.0 

20.5 

829 

86 

58 

36 

Nynex 

600.8 

-36.7 

2,987 

13 

59 

70 

Raytheon 

591.8 

6.2 

898 

80 

■  Not 

1 

on  500  list 

1 

in  1990.    D-P:  Deficit  to  profit 

1 

Rank 
1991      1990 


60  ■ 

61  86 

62  76 

63  57 

64  127 

65  78 

66  65 

67  105 

68  26 

69  77 

70  152 

71  74 

72  97 

73  365 

74  103 

75  5 

76  ■ 

77  83 

78  79 

79  102 

80  93 

81  150 

82  60 

83  ■ 

84  95 

85  85 

86  96 

87  90 

88  68 

89  117 

90  170 

91  100 

92  84 
92  179 

94  136 

95  ■ 

96  110 

97  120 

98  147 

99  132 

100  112 

101  109 

102  66 

103  165 

104  124 

105  477 

106  107 

107  166 
80            108  125 


Company 


Baxter  International 

Marion  Merrell  Dow 

Duke  Power 

Rockwell  IntI 

Microsoft 

Detroit  Edison 

Consolidated  Edison 

Federal  Home  Loan  Mtg 

US  West 

Chubb 

MCI  Communications 

Pub  Svc  Enterprise 

Upjohn 

Philadelphia  Elec 

Banc  One 

American  Tel  8t  Tel 

Chase  Manhattan 

May  Dept  Stores 

Dun  &  Bradstreet 

Kimberly-Clark 

PacifiCorp 

Salomon 

Aetna  Life  &  Cas 

General  Dynamics 

Archer  Daniels 

American  Electric 

General  Mills 

Entergy 

American  General 

Primerica 

Morgan  Stanley 

Dominion  Resources 

Motorola 

Xerox 

Cigna 

Campbell  Soup 

Berkshire  Hathaway 

Gillette 

McDonnell  Douglas 

Houston  Industries 

St  Paul  Cos 

Limited 

International  Paper 

Norwest 

Cooper  Industries 

PNC  Financial 

Ralston  Purina 

Carolina  Power  &  Lt 

Central  &  So  West 


Net         % 
profits   change 
($mil) 


Cash 

flow 

($mil) 


591.0 
585.0 
583.6 
582.3 
581.4 
568.0 

566.9 
555.0 
553.4 
552.0 
551.0 
544.3 

537.4 
534.7 
529.5 
522.0 
520.0 
515.0 

508.5 
508.3 
507.2 
507.0 
505.2 
505.0 

499.1 
497.9 
493.4 
482.0 
480.0 
478.8 

475.1 
459.9 
454.0 
454.0 
453.0 
450.9 

439.9 
427.4 
423.0 
417.4 
405.1 
403.3 

399.0 
398.5 
393  2 
3898 
3873 
3770 
3750 


500.0+    1,018 
20.1        673 


8.4 

63.5 
10.4 

-0.8 

34.1 

-53.8 

5.7 
84.3 

0.4 

17.9 
405.5 

25.1 
-80.9 

D-P 
3.0 

0.1 
17.6 

7.0 

67.3 

-17.7 

0-P 

8.6 
0.3 
7.9 
0.8 
-14.6 
28.4 

75.7 
3.2 
-9.0 
86.8 
37.3 
500.0+ 

11.6 
16.2 
38.2 
23.0 
3.5 
1.2 

-299 

42.0 

8.8 

449.7 

-3,5 

344 

5.3 


1,203 

1.173 

674 

980 

927 

555 

2,430 

586 

1.396 

1.253 

673 
1.034 

618 
4,090 

775 

834 

859 
774 
1,187 
630 
675 
808 

801 
1,043 
725 
881 
480 
599 

528 

1,013 

1.367 

1.149 

453 

648 

477 
620 
951 
876 
459 
626 

1.099 
S48 
651 
459 
651 
818 
701 


Cash 
flow 
rank 
1991 

69 
104 

55 

59 
103 

79 
131 

19 
126 

47 

53 

105 

68 

121 

8 

92 

85 

84 

94 

58 
114 
102 

89 

90 
66 
98 
81 
154 
124 

142 
70 

49 
60 
164 
111 

155 
120 
77 
82 
161 
117 

64 
132 
109 
160 

no 

87 
101 


t-f 
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United  States  &  Canada 

Belk  Southpark,  Charlotte,  NC 
Harris  Co.,  California 
Hecht  Co.,  Selected  Stores 
Jacobson's,  Selected  Stores 
Macy's,  Selected  Stores 

For  free  brochure  write: 

Saul,  One  Bally  Place 

New  Rochelle,  New  York  10801 


From  a  heritage  of  inspired  design  and  engineering, 
comes  die  best  Jaguar  ever  built. 


They  are  some  of  the  most  coveted  auto- 
mobiles of  all  time.  The  1961  E-type. 
The  1954  XK-140.  The  1936  SS-100- 
automobiles  that  created  the  indelible 
tradinon  of  Jaguar  design  and  engmeer- 
ing  excellence.  Today,  that  tradition  is 
carried  forward  by  the  1992  XJS. 

Through  the  years,  Jaguar  has  pio- 
neered technological  innovations  such  as 
monocoque  construction,  four-wheel 
disc  brakes,  and  fully  independent  sus- 
pension-achievements refleaed  today 
in  the  best  sporting  Jaguar  ever  built. 

Now,  computers  and  advanced 
robotics  are  part  of  a  highly  advanced 
manufacturing  process.  New  quality- 
assurance  procedures  and  sophisticated 
electronic  controls  exist  side-by-side 
with  the  time-honored  art  of  handcraft- 
ing wood  and  leather. 

For  its  owner,  the  reward  is  a  car  of 
sensuous  beauty  and  enviable  perform- 
ance. Its  interior  is  an  environment  of 
unparalleled  luxury  and  convenience. 
Race-bred  handling  and  agile  response 
create  a  relationship  between  dnver  and 
car  at  once  confident  and  exhilirating. 

And  for  1992,  even  Jaguar's  war- 
ranty has  been  enhanced,  to  four  years 
or  50,000  miles.  For  the  nearest  dealer, 
who  can  provide  details  on  the  limited 
i     warranty  and  Jaguar  Royal  Charter 
Care,  call  1-800-4-JAGUAR. 

JAGUAR 
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Rank 

Company 

Net 

% 

Cash 

Cash 

1991 

1990 

profits 
($mil) 

change 

flow 
($mil) 

flow 
rank 
1991 

109 

91 

Capital  Cities/ABC 

374.7 

-21.6 

533 

137 

110 

116 

CPC  International 

372.7 

-0.3 

627 

115 

111 

129 

SunTrust  Banks 

370.7 

5.8 

467 

159 

112 

■ 

RJR  Nabisco 

368.0 

D-P 

1,596 

35 

113 

144 

Sprint 

367.5 

19.0 

1.532 

38 

114 

162 

ConAgra 

363.9 

27.5 

669 

106 

115 

128 

American  Cyanamid 

358.8 

1.7 

627 

116 

116 

135 

Humana 

355.0 

6.8 

622 

118 

117 

130 

Pennsylvania  P&L 

348.4 

1.3 

706 

100 

118 

113 

Melville 

346.7 

-10.0 

499 

150 

119 

151 

Sallie  Mae 

345.1 

14.7 

345 

198 

120 

138 

Toys  'R'  Us 

339.5 

4.2 

440 

166 

121 

114 

Honeywell 

331.1 

-10.9 

617 

122 

122 

■ 

Rhone-Poulenc  Rorer 

326.5 

500.0+ 

516 

144 

123 

81 

Apple  Computer 

325.4 

-35.0 

532 

138 

124 

157 

Union  Electric 

321.5 

9.3 

621 

119 

125 

148 

First  Union 

318.7 

4.7 

485 

152 

126 

155 

NIKE 

317.1 

7.3 

360 

190 

127 

■ 

Occidental  Petroleum 

317.0 

D-P 

1,272 

51 

128 

137 

Martin  Marietta 

313.1 

^,4 

538 

135 

129 

160 

Corning 

311.2 

7.6 

543 

133 

130 

134 

Lockheed 

308.0 

-8.1 

647 

112 

131 

■ 

Travelers 

307.0 

D-P 

381 

185 

132 

140 

Long  Island  Lighting 

305.5 

^.4 

531 

139 

133 

149 

Marsh  &  McLennan  Cos 

305.5 

0.5 

419 

172 

134 

115 

Gannett 

301.6 

-20.0 

501 

149 

135 

106 

Dayton  Hudson 

301.0 

-26.6 

711 

99 

136 

163 

Textron 

299.5 

5.8 

522 

143 

137 

221 

Gt  Western  Financial 

298.1 

134.6 

384 

183 

138 

73 

Monsanto 

296.0 

^5.8 

1,042 

67 

139 

203 

Pitney  Bowes 

295.3 

38.4 

533 

136 

140 

123 

Borden 

294.9 

-18.9 

512 

147 

141 

169 

NBD  Bancorp 

293.0 

6.6 

357 

192 

142 

176 

National  Medical 

292.3 

12.8 

503 

148 

143 

247 

Mellon  Bank 

280.0 

60.9 

414 

173 

144 

342 

Union  Texas  Petrol 

279.9 

141.3 

405 

177 

145 

99 

Phelps  Dodge 

272.9 

-40.0 

412 

174 

146 

205 

Northrop 

268.2 

27.5 

440 

167 

147 

198 

UST  Inc 

265.9 

19.1 

288 

241 

148 

164 

Ohio  Edison 

264.8 

-6.0 

587 

125 

149 

64 

JC  Penney 

264.0 

-54.2 

631 

113 

150 

161 

AMP 

259.7 

-9.5 

515 

146 

151 

167 

Safeco 

259.6 

-6.8 

295 

236 

152 

184 

Albertson's 

257.8 

10.3 

391 

182 

153 

193 

Quaker  Oats 

256.6 

12.8 

426 

169 

154 

180 

Air  Prods  &  Chems 

252.5 

4.7 

575 

128 

155 

254 

Capital  Holding 

250.2 

50.6 

271 

261 

156 

257 

Home  Depot 

249.2 

52.5 

301 

227 

157 

190 

Torchmark 

246.5 

7.6 

272 

258 

■  Not  on 

500  list 

in  1990.    DP:  Deficit  to  profit 

Rank 

Company 

Net 

% 

Cash 

1 

Cash    ' 

1991 

1990 

profits 
($mil) 

change 

flow 
($mil) 

flow     1 

rank 

1991 

158 

226 

HF  Ahmanson 

245.8 

28.7 

343 

202 

159 

432 

Niagara  Mohawk  Power 

243.4 

193.6 

541 

134 

160 

181 

Aon 

242.0 

1.3 

333 

208    L 

161 

215 

Enron 

241.8 

19.6 

608 

123    i 

162 

■ 

FPL  Group 

240.6 

D-P 

759 

97 

163 

236 

American  Stores 

240.2 

31.7 

276 

254 

164 

201 

Automatic  Data 

238.9 

8,8 

355 

193 

165 

239 

Golden  West  FinI 

238.6 

31.5 

253 

277 

166 

173 

Centerior  Energy 

237.4 

-10.2 

480 

153 

167 

204 

Northeast  Utilities 

236.7 

12.2 

529 

140 

168 

244 

Reebok  International 

234.7 

32.9 

273 

257 

169 

245 

Baltimore  G&E 

233.7 

33.2 

476 

156 

170 

369 

Bear  Stearns  Cos 

232.5 

125.6 

270 

263 

171 

185 

National  City 

231.0 

-1.1 

314 

218 

172 

284 

Gap 

229.9 

59.1 

305 

224 

173 

153 

Wachovia 

229.5 

-22.8 

339 

203 

174 

347 

CoreStates  Financial 

228.1 

100.1 

322 

212 

175 

216 

Republic  New  York 

227.4 

13.0 

242 

285 

176 

219 

No  States  Power 

224.0 

14.6 

529 

141 

177 

213 

Liz  Claiborne 

222.7 

8.2 

250 

280 

178 

125 

Lyondell  Petrochem 

222.0 

-37.6 

263 

265 

179 

■ 

First  Fidelity  Bncp 

221.2 

D-P 

259 

271 

180 

228 

header's  Digest  Assn 

220.8 

15.3 

270 

262 

181 

202 

Hershey  Foods 

219.5 

1.7 

305 

225 

182 

214 

WR  Grace 

218.6 

7.8 

578 

127 

183 

168 

General  Public  Utils 

217.6 

-21.8 

655 

108 

184 

252 

Potomac  Electric 

210.2 

23.5 

345 

200 

185 

224 

Lincoln  National 

208.4 

8.8 

292 

240 

186 

209 

San  Diego  G&E 

208.1 

0.1 

405 

178 

187 

211 

Genuine  Parts 

207.7 

0.5 

238 

290 

188 

271 

Super  Valu  Stores 

207.3 

36.9 

325 

211 

189 

183 

Cincinnati  G&E 

207.0 

-11.8 

338 

205 

190 

187 

Ethyl 

206.7 

-11.0 

297 

234 

191 

234 

Dillard  Dept  Stores 

206.2 

128 

319 

216 

192 

192 

Burlington  Resources 

205,4 

-10.3 

494 

151 

193 

248 

Food  Lion 

205.2 

18.9 

310 

220 

194 

231 

UNUM 

205.0 

10.7 

205 

313 

195 

195 

RR  Donnelley  &  Sons 

204,9 

-93 

447 

165 

196 

■ 

Kemper 

204.5 

500.0+ 

205 

316 

197 

■ 

NationsBank 

201.9 

-661 

563 

130 

198 

92 

PPG  Industries 

201.4 

-576 

574 

129 

199 

273 

Sun  Microsystems 

199.3 

32.0 

419 

170 

200 

243 

Walgreen 

198.3 

11.4 

287 

244 

201 

235 

US  Bancorp 

196.4 

7.5 

239 

289 

202 

207 

Geico 

1%.4 

-5.8 

207 

310 

203 

225 

Allegheny  Power 

194.0 

14 

384 

184 

204 

310 

First  Bank  System 

1904 

458 

237 

292 

205 

229 

Wisconsin  Energy 

189.3 

14 

358 

191 

206 

222 

Alltel 

1890 

-20 

406 

ITS 

212 
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Imagine  a  personal  word  processor  that's  MS-DOS®  file  format  compatible  with  your  f<I.  One 
that  can  produce  impeccable  reports,  papers  and  spreadsheets.    And  then  actually  fax  them  for  you. 

Well,  you  can  stop  imagining. 

With  a  Smith  Corona  PWP  and  an  affordable  fax/modem  card,  you  can  send  your  work  to  another 
fax  machine,  another  PWR  even  an  MS-DOS*  personal  computer. 

Of  course.  Smith  Corona  PWPs  can  also  receive  transmissions,  and  display  them  on  a  VGA® 
resolution  monitor. 

So  if  you're  deciding  on  which  word  processor  to  choose,  face  the  facts- 
there 's  only  one  that  can  also  send  a  fax.  And  you're  looking  right  at  it. 


SMITH 
CORONIV 


TYPEWRITERS  PERSONAL  WORD  PROCESSORS  PERSONAL  COMPUTERS  TYPEWRITERS  TOOLS  FOR  THOUGHT 

Few  moie  mtoimahon.  write  to  Smith  Coiono  Cofp  .  65  LocuM  Av«  .  New  Conoon.  CT  00840  o<  Smiih  L-cxooa  Lonodo,  440  lapscon  Rd    Scoroojougn  Kjnnoo.  i^onooo  M  i  c 
Compuiei  ond  Sdhtxm  nam»»  idwiriwd  by  •  o<  TM  o<»  reguiBred  iiod««no«i»  ond/o«  »od«moA»  oi  *••  mifitOnt  tnaxjocutn 
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Rank 
1991     1990 


Company  Net  %  Cash 
profits  change  flow 
($mil)  ($mil) 


Cash 
flow 
rank 
1991 


207 

279 

KeyCorp 

188.1 

25.7 

239 

286 

208 

276 

Ashland  Oil 

185.6 

24.3 

470 

158 

209 

357 

Novell 

184.2 

67.9 

210 

309 

210 

250 

Deluxe 

182.9 

6.2 

259 

270 

211 

232 

Becton  Dickinson 

182.1 

-1.0 

334 

207 

212 

237 

Illinois  Tool  Works 

180.6 

-1.0 

296 

235 

213  175  New  England  Electric  179.8  -31.4  458  162 

214  260  Winn-Dixie  Stores  177.9  11.8  301  230 

215  174  Tandy  176.2  -32.4  278  250 

216  263  Jefferson-Pilot  175.7  11.5  192  326 

217  266  FMC  173.1  11.5  399  180 

218  258  Computer  Associates  173.0  6.8  308  223 

219  255  Florida  Progress  172.1  4.4  438  168 

220  469  Whirlpool  170.0  136.1  403  179 

221  264  I ntl  Flavors  &  Frags  168.7  7.7  198  321 

222  262  NY  State  E&G  168.6  6.7  321  213 

223  256  Consol  Natural  Gas  168.6  3.0  453  163 

224  285  Fluor  163.8  13.4  288  242 

225  210  Rohm  &  Haas  163.1  -21.1  346  196 

226  267  Society  163.0  5.1  212  307 

227  288  Rubbermaid  162.7  13.3  225  297 

228  ■  Centel  161.8  150.3  368  188 

229  269  Baker  Hughes  161.7  5.7  316  217 

230  283  Sysco  161.6  11.3  258  272 

231  435  VF  161.3  98.9  252  279 

232  292  Great  Lakes  Chemical  157.5  11.8  221  299 

233  323  Medtronic  154.3  24.3  201  319 

234  154  Reynolds  Metals  154.1  -48.0  419  171 

235  ■  Chemical  Banking  154.0  -65.0  346  197 

236  316  Comerica  153.4  19.4  191  330 

237  446  US  Healthcare  151.1  94.9  163  372 

238  ■  PaineWebber  Group  150.7  OP  184  341 

239  338  H&R  Block  150.7  28.1  190  331 

240  230  Ingersoll-Rand  150.6  -18.8  259  267 

241  301  Boatmen's  Bancshs  150.1  11.0  192  325 

242  182  Household  IntI  149.8  -36.3  320  215 

243  282  Public  Service  Colo  149.7  2.4  269  264 

244  ■  MBNA  149.2  15.7  168  363 

245  287  Beneficial  Corp  148.8  14.1  191  329 

246  341  Aflac  148.7  26.9  149  397 

247  321  Tyson  Foods  148.5  18.0  287  243 

248  249  McGraw-Hill  148.0  -14.2  220  301 

249  261  Westvaco  147.9  -6.6  328  210 

250  188  Paramount  Commun  147.9  -35.9  1,268  52 

251  314  Cincinnati  Financial  146.3  13.4  152  389 

252  294  TECO  Energy  145.3  4.3  278  249 

253  ■  Advanced  Micro  145  3  D-P  301  228 

254  299  Nipsco  Industries  145.1  5.2  321  214 

255  320  MBIA  144.7  14.3  152  391 

■  Not  on  500  list  in  1990.    D-P:  Deficit  to  profit. 


Rank 

Company 

Net 

% 

Cash 

Cash 

1991 

1990 

profits 
($mil) 

change 

flow 
($mil) 

flow 
rank 
1991 

256 

295 

Morton  International 

143.4 

3.0 

242 

283 

257 

■ 

Tribune 

142,0 

D-P 

279 

248 

258 

289 

Brown-Forman 

141.9 

-0.6 

179 

347 

259 

87 

Warner-Lambert 

140.8 

-71.0 

276 

253 

260 

340 

State  Street  Boston 

139.3 

18.7 

180 

344 

261 

186 

Temple-Inland 

138.4 

-40.5 

300 

231 

262 

330 

Fifth  Third  Bancorp 

138.2 

14.7 

149 

396 

263 

309 

Naico  Chemical 

137.8 

5.1 

207 

311 

264 

318 

Price  Co 

137.4 

7.3 

180 

345 

265 

305 

Unitrin 

137.2 

3.8 

137 

412 

266 

253 

Dresser  Industries 

135.9 

-19.4 

239 

287 

267 

238 

Scana 

135.9 

-25.2 

272 

259 

268 

343 

Nordstrom 

135.8 

17.3 

232 

294 

269 

220 

Avon  Products 

135.7 

-30.5 

197 

322 

270 

307 

First  of  America  Bank 

134.9 

2.5 

174 

355 

271 

384 

Firstar 

134.3 

37.7 

166 

366 

272 

296 

Oklahoma  G&E 

133.9 

-3.8 

242 

284 

273 

329 

Dole 

1?17 

11.0 

221 

300 

274 

327 

DQE 

133.6 

9.8 

309 

221 

275 

304 

Puget  Sound  P&L 

132.8 

0.3 

249 

281 

276 

278 

Knight-Ridder 

132.1 

-11.4 

257 

273 

277 

367 

Old  Republic  IntI 

131.0 

25.2 

131 

420 

278 

98 

Compaq  Computer 

130.9 

-71.2 

297 

233 

279 

339 

Wm  Wrigley  Jr 

128.7 

9.6 

157 

380 

280 

397 

Chiquita  Brands  IntI 

128.5 

36.8 

202 

318 

281 

326 

Sherwin-Williams 

128.2 

4.5 

188 

337 

282 

265 

Dover 

128.2 

-17.6 

214 

306 

283 

360 

Crown  Cork  &  Seal 

128.1 

19.6 

257 

274 

284 

319 

WW  Grainger 

127.7 

0.8 

160 

375 

285 

344 

Northern  Trust 

127.4 

10.4 

162 

373 

286 

334 

Roadway  Services 

127.3 

6.9 

284 

245 

287 

358 

American  Natl  Ins 

126.0 

15.9 

140 

407 

288 

311 

Mapco 

125.9 

-3.2 

217 

303 

288 

306 

So  New  Eng  Telecom 

125.9 

-4.7 

380 

186 

290 

139 

Colgate-Palmolive 

124.9 

-61.1 

271 

260 

291 

189 

Union  Camp 

1248 

-45-6 

344 

201 

292 

374 

Barnett  Banks 

123.8 

84.7 

243 

282 

293 

227 

Lubrizol 

123.7 

-34.9 

183 

342 

294 

■ 

Gulf  States  Utils 

122.4 

O-P 

352 

195 

295 

145 

Bank  of  New  York 

122.0 

-€0.4 

277 

251 

296 

■ 

Conseco 

121.0 

1902 

230 

295 

297 

470 

Cabot 

120.6 

199.5 

203 

317 

298 

359 

Manufacturers  Natl 

120.2 

11.1 

151 

395 

299 

270 

DPL 

119.2 

-22.1 

216 

305 

300 

246 

Washington  Post 

118.7 

-320 

222 

298 

301 

368 

Rite  Aid 

118.3 

146 

216 

304 

302 

403 

Mattel 

118.1 

295 

176 

352 

303 

241 

Provident  Life  &  Ace 

117.1 

-34.6 

151 

394 

304 

423 

Huntington  Bcshs 

117.0 

37.3 

157 

381 

1 

214 


For^s  ■  .\pril  27.  1992 


Public  broadcasting  can  get 
education  reform  off  tbe  ground. 


Whether  you're  building  coalitions, 
planning  model  schools,  or  addressing 
public  awareness,  public  broadcasting 
gives  you  the  power  to  turn  your  plans 
into  reality. 

How?  For  starters,  it's  the  worlds 
largest  broadcasting  system.  Its  distribution 
channels  cover  96%  of  America's  households, 
reach  more  than  29  million  students,  and 
have  the  potential  to  connect  uith  nearly 
every  classroom,  home,  and  work  place 
in  America. 

Public  broadcasting  also  offers  tested 
products:  educational  programming  and 
t(M)ls  backed  by  more  than  30  years  of  positi\'e 
experience  in  the  classroom.  It's  teaching 
physics  in  Kentuch,  geography  in  South 
Carolina,  reading  in  California,  and  Japanese 
in  Nebraska.  It's  even  training  teachers  in 
New  York  and  providing  technical  training  to 
workers  in  Detroit. 

And  its  doing  so  with  exciting, 
innoN'ative  technology,  such  its  interactive 
videodiscs  and  videocassettes;  computer 
networks;  two-way,  satellite-transmitted 
classes;  supplemental  teaching  guides  and 
student  learning  materials;  its  well  as  over- 
the-air  broadcitsting  and  cable. 

Public  broadcasting's  combination 
of  experience,  pn)gramming.  technology, 
tools  — and  distribution  chiuinels  —  can 
help  get  education  R'fomi  off  the  gn)und. 

To  learn  how  public  broadcasting  can 
aid  your  education  reform  efforts,  write  to 
the  Corfmration  for  Public  Bwadcastiti^, 
P.O.  Box  5-i9,  Alvxamiria.  \A  JJj/j. 
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CORPORATION 
FX)R  PUBLIC 
BROADCASTING 


PROFITS 


THE  FORBES  SOO 


Rank 
1991      1990 


422 
409 
395 
312 
75 


Company       Net         %        Cash      Cash 

profits   change     flow       flow 

($mil)  ($mil)      rank 

1991 


305 

177 

First  Chicago 

116.3 

-53.3 

274 

256 

306 

324 

Mercantile  Stores 

114,0 

-7.7 

185 

339 

307 

■ 

Duracell  IntI 

113.6 

473.7 

259 

269 

308 

350 

Cray  Research 

113.0 

0.0 

232 

293 

309 

391 

Bancorp  Hawaii 

112.7 

17.8 

132 

418 

310 

388 

Citizens  Utilities 

112.4 

6.4 

160 

377 

311 

373 

Newell  Co 

112.2 

10.7 

152 

392 

312 

424 

Loral 

112.1 

32.2 

237 

291 

313 

449 

Fruit  of  the  Loom 

111.0 

44.0 

205 

315 

314 

450 

Williams  Cos 

110.0 

42.9 

282 

247 

315 

421 

E-Systems 

109.5 

27.9 

161 

374 

316 

■ 

Illinois  Power 

109.2 

D-P 

292 

238 

317 

356 

Southwestern  Pub  Svc 

109.0 

-1.0 

167 

365 

318 

346 

Sundstrand 

108.8 

-4.8 

190 

332 

319 

•349 

Nicor 

108.6 

-4.3 

226 

296 

320 

■ 

Pioneer  Hi-Bred  IntI 

108.4 

62.0 

164 

368 

321 

89 

BHC  Commun 

108.1 

-77.5 

254 

276 

322 

425 

Ohio  Casualty 

107.9 

28.2 

120 

432 

323 

348 

Gerber  Products 

106.4 

-6.3 

138 

410 

324 

394 

Montana  Power 

105.7 

11.3 

178 

350 

325 

406 

Franklin  Resources 

104.0 

14.8 

109 

449 

326 

433 

National  Health  Labs 

103.9 

25.8 

126 

424 

327 

371 

Kansas  City  P&L 

103.9 

1.1 

197 

323 

328 

379 

20th  Century  Inds 

103.5 

4.9 

109 

447 

329 

453 

Circus  Circus 

103.3 

35.5 

152 

390 

330 

335 

Giant  Food 

102.3 

-13.2 

192 

327 

331 

■ 

Premark  IntI 

102.3 

96.6 

218 

302 

332 

387 

Ipaico  Enterprises 

102.0 

5.2 

181 

343 

333 

448 

Imcera  Group 

101.8 

31.7 

189 

335 

334 

■ 

Pet 

101.7 

D-P 

155 

384 

335 

275 

Kerr-McGee 

101.6 

-32.4 

406 

176 

336 

427 

Kroger 

100.7 

20.9 

472 

157 

337 

■ 

Meridian  Bancorp 

100.6 

347.4 

145 

401 

338 

389 

McKesson 

100.3 

4.0 

179 

348 

339 

172 

Transamerica 

99.4 

-62.7 

259 

268 

340 

473 

Marshall  8.  Ilsley 

99.3 

39.3 

120 

433 

Grumman 

Johnson  Controls 

Valero  Energy 

Tyco  Laboratories 

Phillips  Petroleum 

Amgen 


341 
342 
343 
344 
345 
346 

347 
348 
349 
350 
351 
352 
353 


■  Not  on  500  list  in  1990.    D-P:  Deficit  to  profit. 


99.3 
99.0 
98.7 
98.3 
98.0 
97.9 


16.1 

11.7 

4.2 

-24.3 

-81.9 

500.0+ 


194 
300 
153 
189 
1,409 
119 


324 
232 
387 
333 
46 
434 


■ 

Fleet/Norstar  FinI 

97.7 

0-P 

338 

204 

143 

Freeport-McMoRan 

96.7 

-65.9 

329 

209 

■ 

Santa  Fe  Pacific 

96.4 

D-P 

305 

226 

196 

Coastal  Corp 

96.3 

-57.3 

398 

181 

362 

Stanley  Works 

95,1 

-108 

170 

361 

317 

Commonwealth  Ed 

94.9 

-26.0 

969 

75 

390 

Hercules 

94  9 

-1.2 

275 

255 

Rank 

Company 

Net 

% 

Cash 

Cash 

1991 

1990 

profits 
{$mil) 

change 

flow 
($mil) 

fiow 
rank 
1991 

354 

■ 

Leucadia  National 

94.8 

100.3 

148 

399 

355 

■ 

Sonoco  Products 

94.8 

88.2 

171 

357 

356 

441 

Boston  Edison 

94.7 

18.9 

259 

266 

357 

439 

Interpublic  Group 

94.6 

18.1 

148 

398 

358 

131 

Newmont  Mining 

94.3 

-72.5 

188 

336 

359 

492 

Blockbuster 

93.7 

36.5 

283 

246 

360 

417 

King  World  Prods 

93.6 

7.8 

105 

456 

361 

281 

Union  Bank 

93.5 

-36.2 

116 

438 

362 

480 

Storage  Technology 

93.1 

31.8 

205 

314 

363 

414 

Old  Kent  Financial 

93.0 

6.3 

107 

454 

364 

442 

American  Greetings 

92.7 

17.0 

136 

413 

365 

■ 

Conner  Peripherals 

92.5 

-28.9 

143 

403 

366  345  Alexander  8.  Baldwin  92.4  -19.8  169  362 

367  ■  AG  Edwards  918  68.1  110  444 

368  ■  Costco  Wholesale  91.5  63.1  119  437 

369  290  Consolidated  Papers  91.4  -35.8  156  382 

370  ■  US  Surgical  91.2  98.0  132  419 

371  420  Hubbell  9^6  53  113  442 


372 

483 

SouthTrust 

90.0 

291 

133 

417 

373 

409 

IMC  Fertilizer  Group 

90.0 

1.6 

178 

349 

374 

■ 

Harris  Corp 

89.7 

149.2 

277 

252 

375 

455 

Hillenbrand  Inds 

89.2 

17.9 

184 

340 

376 

466 

First  Financial  Mgmt 

89.0 

22.1 

164 

370 

377 

482 

Engelhard 

87.9 

25.1 

166 

367 

378  308  Bausch8.Lomb  85.9  -34.6  155  385 

379  490  Atlantic  Energy  85.6  24  3  152  393 

380  ■  Panhandle  Eastern  85.1  D-P  309  222 

381  212  Carnival  Cruise  Lines  85.0  -58.8  170  360 

382  ■  Medco  Containment  S4.5  107.0  100  461 

383  407  Argonaut  Group  84.4  -59  98  464 

384  88  Amerada  Hess  84  3  -82  5  1.102  63 

385  351  Hilton  Hotels  84.3  -25.1  189  334 

386  ■  St  Jude  Medical  84.0  29.8  91  471 

387  429  GeoAHormel  83.0  -0.1  119  435 

388  465  LGScE  Energy  83.0  13.3  160  376 

389  431  GATX  82.7  -0.3  210  308 

390  336  Federal  Paper  Board  82.4  -30.3  205  312 

391  ■  Marriott  82.0  74.5  345  199 

392  240  Times  Mirror  820  -54.6  334  206 

393  471  First  Hawaiian  81.7  14.3  98  463 

394  408  Hasbro  81.7  -ii  164  371 

395  463  EG&G  81.2  98  115  440 

396  481  Pall  81.2  15.1  114  441 

397  484  McCormick&Co  80.9  16.7  121  430 

398  438  KU  Energy  80.6  8.0  138  411 

399  418  Weis  Markets  80.6  -71  106  455 

400  ■  Delmarva  Power  8.  Lt  80.5  1158  180  346 

401  ■  Whitman  80.4  D-P  167  364 

402  451  AmSouth  Bancorp  80.4  4.8  104  457 


216 


Foi+KTs  ■  .\ph\  27.  1W2 


Upjohn's  Worid-Class  Research  Center 
Will  Push  Envelope  of  Drug  Science 

The  Upjohn  Company's  new  Research  Facility  sets  an  international 
standard  for  the  pharmaceutical  industry. 

This  nine-story  structure  was  planned  to  strengthen  and  sustain 
Upjohn's  leadership  in  drug  discovery  and  development. 

Among  the  research  areas  that  will  be  explored  in  this  facility  are 
drug-safety,  drug  metabolism  and  medicinal  chemistry. 

At  702,000  square  feet,  this  is  one  of  the  world's  largest  pharmaceutical 
buildings.  It  is  physically  linked  to  other  facilities  in  Upjohn's  research 
complex  in  downtown  Kalamazoo,  Michigan. 

Designed  to  house  approximately  600  scientists,  technicians  and 
support  staff,  the  building  embodies  state-of-the-technology  services  and 
equipment.  These  include  advanced  systems  for  air,  water,  heating  and 
cooling,  each  engineered  to  achieve  optimum  energy  efficiency  and 
maximum  employee  safety. 

The  Upjohn  Research  Facility  was  designed,  engineered  and 
constructed  by  The  Austin  Company.  It  is  Austin's  eleventh  major  project 
for  Upjohn. 

If  cutting-edge  facilities  are  on  your  company's  agenda,  we  invite  you 
to  discuss  your  requirements  with  Austin. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland,  Ohio  44121. 
Telephone:  (216)  382-6600.  Facsimile:  (216)  291-6684.  Offices  in  principal 
cities  worldwide. 
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THE  AUSTIN 
COMPANY 


CONSULTANTS 
OCSIONERS 
ENOINEERS 
CONSTRUCTORS 


TMITT? 


THE  FORBES  SOO 


Rank 

Company 

Net 

% 

Cash 

Cash 

1991 

1990 

profits 
($mil) 

change 

flow 
($mil) 

flow 
rank 
1991 

403 

474 

Sigma-Aldrich 

79.8 

12.0 

107 

451 

404 

443 

Bandag 

79.5 

1.0 

101 

459 

405 

■ 

Cooper 

Tire  &  Rubber 

79.4 

19.5 

111 

443 

406 

383 

Tambrands 

79.0 

-19.2 

95 

469 

407 

378 

Maytag 

79.0 

-20.1 

172 

356 

408 

416 

Safeway 

79.0 

-9.3 

367 

189 

409 

■ 

HealthTrust 

78.7 

NA 

199 

320 

410 

445 

James  River  Corp  Va 

78.3 

0.1 

375 

187 

411 
412 
413 
414 

415 
416 
417 
418 
419 
420 

421 
422 
423 
424 
425 
426 

427 
428 
429 
430 
431 
432 

433 
434 
435 


467 

■ 
411 

■ 
461 
325 
493 


478 
242 

444 


497 


375 

452 
108 


First  Alabama  Bcshs  78  3  13.6  95  467 

Caesars  World  77.5  116.3  135  415 

Data  General  77.2  0-P  186  338 

Harsco  76.5  5.6  134  416 


Service  Merchandise 

76.1 

25.3 

142 

404 

PH  Glatfelter 

76.0 

-13.9 

107 

453 

Betz  Laboratories 

75.5 

15.3 

109 

446 

Minnesota  Power  &  Lt 

75.5 

1.2 

124 

428 

Tosco 

75.4 

-38.8 

147 

400 

USLife 

74.9 

9.1 

87 

479 

United  Healthcare  74.8  120.6  89  476 

Goodyear  74.5  D-P  516  145 

LTV  74.1  4.5  301  229 

Eaton  74.0  -58.7  239  288 

Hartford  Steam  Boiler  73.9  -6.2  90  474 

Washington  Fedl  S&L  73.8  17.1  77  489 

American  Water  Works  73.6  28.9  126  425 

UtiliCorp  United  73.5  24.8  192  328 

Witco  73.5  8.1  141  406 

Service  Corp  I ntl  73.4  15.5  108  450 

Rochester  Telephone  73.3  47.3  170  359 

Snap-on  Tools  73  2  -27.3  99  462 

Premier  Industrial  73.1  -4.6  81  487 

Unocal  73.0  -81.8  1,198  57 

Dean  Foods  72.7  8.6  123  429 


436 

454 

FlightSafety  IntI 

72.4 

^.3 

109 

448 

437 

386 

Fleming  Cos 

72.3 

-25.7 

154 

369 

438 
439 

440 

Kansas  Power  &  Light 

72.3 

-9.2 

158 

379 

361 

Dow  Jones 

72.2 

-32.5 

255 

275 

440 

413 

Washington  Water 

72.2 

-17.6 

130 

421 

441 

■ 

Cipsco 

72.1 

9.6 

142 

405 

442 

499 

Loctite 

71.9 

6.7 

91 

472 

443 

500 

Wilmington  Trust 

71.9 

7.2 

78 

488 

444 
445 

268 

■ 

AIco  Standard 

71.4 

-54.0 

139 

409 

Intergraph 

71.1 

13.7 

139 

408 

446 

274 

Great  A&P  Tea 

70.7 

-53.2 

295 

237 

447 

■ 

Peoples  Energy 

70.6 

25.9 

126 

423 

448 

491 

Mercantile  Bkshs 

70.6 

2.5 

77 

490 

449 

■ 

Integra  Financial 

70.2 

168.9 

91 

473 

449 

■ 

Universal 

70.2 

364 

96 

465 

451 

■ 

AST  Research 

701 

33.6 

81 

486 

■  Not 

on  500  list 

in  1990.    D-P:  Deficit  to  profit 

NA:  Not  available. 

4 

Rank 

Company 

Net         %        Cash 

Cash 

1991      1990 

profits   char^     flow 

fkw 

($mil)                ($mil) 

rank 
1991 

452 
453 
454 
455 
456 
457 

458 
459 
460 
461 
462 
463 

464 
465 
466 
467 
468 
469 

470 
471 
472 
473 
474 
475 


398 


251 


430 
355 


496 


458 


Pennzoil  70.0  -25.3  312  219 

First  Virginia  Banks  69.6  6.9  94  470 

Midwest  Resources  68.4  9.9  174  354 

Litton  Industries  584  -59.9  292  239 

Dreyfus  57.9  9.4  75  492 

Washington  Mutual  57.5  500.0+  73  495 

First  Empire  State  57.2  24.5  77  491 

Mercantile  Bancorp  56.6  17.3  84  484 

Ball  Corp  66.2  31.9  174  353 

Comdisco  66.0  -20.5  1,008  71 

Sonat  66.0  -297  253  278 

Stride  Rite  65.0  18.8  70  497 

Star  Banc  658  1.5  85  482 

Standard  Fedl  Bank  65.8  54.2  86  481 

Mead  65.6  107.6  354  194 

Computer  Sciences  65.5  -3.6  125  427 

Mercury  General  65.5  27.0  70  498 

Brooklyn  Union  Gas  6^5  105  116  439 

Illinois  Central  65.4  41.6  86  480 

Jostens  65.1  5.0  87  478 

VonsCos  55.0  30.8  153  388 

WPL  Holdings  54.9  9.1  126  422 

Nucof  54.7  -13.8  158  378 

EWScripps  54.6  34  5  177  351 


476 

■ 

BanPonce 

54.6 

1.9 

104 

458 

477 

■ 

Equitable  Resources 

54.2 

8.9 

119 

436 

478 

■ 

Questar 

54.0 

11.3 

136 

414 

479 

■ 

American  President 

54.0 

D-P 

171 

358 

480 

59 

Union  Pacific 

54.0 

-89.6 

812 

88 

481 

494 

Alleghany 

54.0 

-6.7 

96 

466 

482 

First  Tennessee  Natl 

53.8 

33.2 

84 

483 

483 

Bruno's 

63.5 

-2.3 

107 

452 

484 

Molex 

63.3 

^.0 

125 

426 

485 

Avery  Dennison 

63.0 

500.0+ 

155 

383 

486 

156 

Alcoa 

62.7 

-78.8 

794 

91 

487 

293 

Clorox 

62.2 

-55.8 

154 

386 

488 

487 

Hamischfeger  Inds 

61.5 

-11.0 

101 

460 

489 

393 

Georgia  Gulf 

61.5 

-35.5 

88 

477 

490 

CBI  Industries 

61.1 

10.8 

lU 

402 

491 

472 

Circuit  City  Stores 

60.9 

-76 

95 

468 

492 

Edison  Bros  Stores 

60.8 

3.1 

120 

431 

493 

Central  Fidelity  Bks 

604 

8.4 

73 

493 

494 

Millipore 

604 

l\U 

90 

475 

495 

JWP 

603 

1.6 

110 

445 

496 

BB&T  Financial 

60.2 

122 

68 

499 

497 

Commerce  Bcshs 

59.8 

3.9 

83 

485 

498 

First  Security 

59.6 

30.3 

73 

494 

499 

Central  Bancshares 

594 

215 

72 

496 

500 

Cisco  Systems 

588 

119.5 

fi3 

500 

218 
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For  World  Business... The  Bottom  Line  Leads  To 


he  waters  of  the  Great  Miami  River  lake  on  a  laz\-  "s"  shape  as  they  meander  ihrouiih 
the  DaNton  area  before  plimpinti  more  directly  south  to  spill  into  the  Ohio.  The  river  cuts 
a  wide  arc  around  the  sprawling  Wright-Patterson  Air  Force  Base,  and  then  tlyws  within 
splashing  distance  of  the  bicycle  shoj)  where  the  Wright  brothers  tinkered  their  way  into 
aviation  history.  Between  those  two  points,  the  river  winds  irreiLiularly  throujjh  the  cit>".  passinii 
near  a  rather  nondescript  buildint;  on  a  street  called  Research  Boulevard.  The  Miami  connects 
the  dots  on  a  time  line  linking  Ohio's  past  to  its  future 


N 


OHIO 


the  BoUom 
Line  for 
World  Business 


RECLArMING  A  LEGACY 

A  Top-Secret  High-Tech  Army 

Comes  in  From  the  Cold 
As  Ohio  Goes  Back  to  Its  Future 

The  building  on  Research 
Boulevard  is  home  to  the  Ohio 
Computer  Technology  Center 
(OCTC).  OCTC  and  its  more  ambi- 
tious sibling,  the  Ohio  Advanced 
Technology  Center  (OATC),  form 
the  logistics  command  post  of  a 
top-secret  high-tech  army.  It's  an 
army  of  imposing  technological 
resources  and  high-tech  genius 
that  just  won  a  Cold  War  and  a 
decidedly  hot  one.  Now  it  stands 
ready  to  shed  its  cloak  of  secrecy, 
diversify  its  interests  and  go  to  war 
for  business. 

This  21st-century  army  has  been 
mobilized  to  help  reclaim  Ohio's 
legacy  as  the  state  that  spawns 
industries  and  nurtures  business. 

OCTC  and  OATC  are  consor- 
tiums of  computer,  information  and 
technology  resources.  Their  mem- 
berships include  representatives 
from  high-tech  industries,  govern- 
ment and  academia.  They  channel 
to  the  private  sector  the  technolog- 
ical know-how  and  resources  that 
supported  Wright-Patterson's  cen- 
tral role  in  national  defense.  More 
than  50%  of  the  entire  Air  Force  budget 
and  all  of  the  Air  Force's  research  and 
development  budget  are  controlled  from 
Wright-Patt,  the  world's  largest  Air 
Force  base. 

"For  years  the  public  has  heard  about 
the  technological  expertise  centered  in 
the  Boston  area  or  in  Silicon  Valley," 
says  Ohio's  growth-oriented  Governor 
George  Voinovich.  That's  because  the 
work  done  there  is  done  for  companies 
in  the  private  sector  and  in  the  public 
eye.  The  world  didn't  know  what  was 
happening  here  in  Ohio,  because  these 
extraordinary  resources  were  engaged  in 
highly  sensitive  and  secret  national 
defense  work.  These  are  the  resources 
that  gave  this  country  the  technological 
might  to  topple  communism  and  to  win 
the  Persian  Gulf  war.  Now  we're  ready  to 
match  up  these  vast  resources  with  the 
needs  of  businesses  in  Ohio." 

Ohio's  highly  skilled,  high-tech  work 
force  also  gets  support  from  the  state- 
owned  Cray  Super  Computer.  With 
access  to  Cray,  companies  and  universi- 
ties can  get  answers  to  complex  prob- 
lems in  minutes  —  tasks  that  would  take 


weeks  to  complete  with  standard  com- 
puter equipment. 

The  Cray  Super  Computer,  operating 
5,000  times  faster  than  a  PC  and  capable  of 
working  3  billion  multiplication  problems 
in  a  second,  has  become  an  unmatched 
resource  for  businesses  trying  to  simulate 
product  function  and  durability. 

That  kind  of  technological  strength  is 
just  one  of  the  indications  that  Ohio  has 
become  a  new  force  to  be  reckoned  with 


in  an  era  of  global  business  competition. 
Throughout  the  state  today  there  are 
unmistakable  signs  that  Ohio  has  mar- 
shalled its  forces  on  several  private  and 
public  fronts  to  reshape  its  business  envi- 
ronment into  that  of  a  true  nation-state: 
diverse,  self-sufficient  and  competitive. 

The  state  that  gave  the  nation  leader- 
ship in  aviation  is  reaching  back  into  its 
past  to  tap  unique  qualities  that  can  guide 
its  future.  The  message  the  state  is  send- 
ing to  the  world  is  that  in  the  business 
climate  of  a  new  world  order,  the  bottom 
line  leads  to  Ohio. 

DIVERSITY  MEANS 
OPPORTUNITY 

Ohio's  Nation-State  Defies 
A  Single  Identity 


Department  of  Development  "When 
you  think  of  most  states,  you  think  of  one 
city  or  one  industry.  Ohio  simply  can't 
be  categorized  that  easily,  and  that's 
a  big  attribute.  Ohio's  strength  lies  in  the 
variety  it  offers." 

A  brief  glance  at  an  Ohio  map  is  a 
good  first  reference  point  The  major 
metropolitan  areas  of  Cleveland  on  the 
northeast  comer  and  Cincinnati  on  the 
southwest  form  the  state's  traditional 
population  anchors.  Columbus,  the 
state  capital  and  fastest-growing 
city  in  the  nation's  northeast  quad- 
rant, is  the  geographic  center  of 
an  expanding  hub. 

Scattered  throughout  the  state 
are  cities  like  Toledo,  Akron, 
Youngstown  and  Dayton,  the  mid- 
sized models  that  offer  many  of  the 
amenities  of  their  bigger  brethren, 
but  on  a  smaller  scale. 

Look  beyond  those,  however, 
and  you'll  start  to  get  an  idea  of 
what  diversity  in  Ohio  really  means. 
The  Census  Bureau  has  come  up 
with  the  term  "micropolitan"  to 
describe  cities  that  have  at  least 
15,000  residents  in  counties  of  at 
least  40,000.  Ohio  has  15  of  them, 
with  a  total  population  of  more 
than  one  million  —  more  than  any 
other  state. 

What  that  means  for  business  is 
the  ability  to  find  a  location  in  Ohio 
that  provides  a  comfortable  match 
for  any  company's  needs. 

Governor  Voinovich,  who  got 
high  marks  for  directing  the  eco- 
nomic resurrection  of  Cleveland  during 
his  years  as  mayor,  has  made  job  ere 
ation  his  administration's  top  priority. 
He's  launched  an  ambitious  series 
of  initiatives  aimed  at  keeping  current 


A  clear  picture  of  Ohio  can't  be  paint- 
ed in  broad  brush  strokes.  The  state 
is  an  intricate  collage  of  tvonomic. 
geographic  and  social  characteristics. 

"You'd  be  hard-pressed  to  identif\'  a 
state  with  as  much  diversity  at  all  levels." 
says  Donald  Jakeway.  director  of  Ohio's 


LLMtf 


LL  Artzt,  (  d  Chief  Exwtitlve, 

The  Procter  &  Gamble  Company 
*^'e  looktxl  at  a  number  ot  p^issible  sites 
for  our  new  global  health  care  research 
center.  We  had  some  altracr  >  - 

outside  the  state,  but  conchh  < -t 

place  for  this  facility  was  right  here  at 
our  home  base  in  Ohio.  From  the  start 
we  got  great  ciH>pt*ralion  from  govern- 
ment officials  at  both  the  state  and  k»cal 
levels.  That  made  a  big  difference." 
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Lehman  Brothers 

Public  Finance 

Working  with  Ohio  to  Create 
New  Opportunities  for  Economic  Growth 


Today,  federal,  state  and  local  governments  and  their 
agencies  are  faced  with  increased  pressure  from  their 
constituents  to  improve  services  and  create  new 
opportunities  for  economic  growth.  The  State  of  Ohio 
has  been  particularly  innovative  and  involved  in  finding 
new  solutions  to  often  complex  problems  in  the  public 
sector. 

Lehman  Brothers  is  proud  to  serve  the  public  finance 
needs  of  the  State  of  Ohio.  The  firm  has  taken  the  lead 
in  developing  financing  strategies  for  a  variety  of 
essential  scr\  ices  in  the  state,  including  housing,  higher 
education  and  power. 

THE  OHIO  HOISING  FINANCE  AGENCY 

Changes  in  federal  ta.x  legislation  and  fluctuations  in 
conventional  mortgage  rates  have  caused  the  State  to 
seek  new  ways  to  structure  housing  finance  programs. 
To  help  Ohio  improve  the  qualitv  and  availabilit\  of 
housing,  Lehman  Brothers  was  selected  by  the  Ohio 
Housing  Finance  .Agency  to  lead-manage  a  $379 
million  issue  of  single  family  mortgage  revenue  bonds. 

Proceeds  from  the  issue  were  used  to  finance  newly 
originated  mortgage  laans  for  rural,  inner-cit>.  low-  and 
moderate-income,  and  handicapped  home  buyers.  In 
addition  to  the  financing  of  existing  homes,  $57  million 
of  the  issue  was  made  available  for  new  housing 
construction,  creating  approximately  8.000  new  jobs  for 
Ohio  residents. 

Lehman  Brothers  employed  its  innovative  financing 
program.  RIBS/S.AVRS  (Residual  Interest 
Bonds/Select  .Auction  X'ariable  Rate  Securities)  for  this 
financing,  which  allowed  the  Ohio  Housing  Finance 
.Agency  to  offer  approximately  7,000  mortgages  at  a 
fixed  rate  of  l'l*9c,  in  comparison  to  conventional 
mortgages  being  offered  at  the  time  at  a  rate  of  9^. 

C.\SE  WESTERN  RESERVE  INIVERSIT^ 

Lehman  Brothers  is  committed  to  helping 
government-supported  and  private  colleges  and 


universities  fund  physical  plant  construction  and 
maintenance,  and  assist  students  in  meeting  tuition 
costs.  Lehman  Brothers  executed  a  $3L5  million 
revenue  bond  issue  for  the  Ohio  Higher  Educational 
Facility  Commission  on  behalf  of  Case  Western 
Reserve  University;  an  Ohio  non-profit  corporation  and 
the  largest  independent  research  universit>  in  Ohio. 

Proceeds  from  the  sale  of  the  Bonds  enabled  the 
school  to  complete  the  construction  of  a  biomedical 
research  facilitv  for  the  School  of  Medicine  and  a  new 
parking  facilit>. 


OHIO  AIR. \ND 
WATER  DE\  ELOPMENT  .U  THQRITIES 

For  over  40  \ears.  Lehman  Brothers  has  helped 
utilities  and  major  public  power  projects  develop 
strategic  plans  for  financing.  Working  with  The  Toledo 
Edison  Company,  a  public  utility  of  the  State  of  Ohia 
and  The  Ohio  .Air  and  Water  Development 
.Authorities.  Lehman  Brothers  issued  $67.3  million 
Collateralized  Pollution  Control  Revenue  Refunding 
Bonds. 

Toledo  Edison  was  then  able  to  strike  a  balance 
between  holding  down  utility  rates  while  refunding  a 
previous  issue  that  was  used  for  the  acquisition  and 
construction  of  certain  water  pollution  control,  air 
quality,  and  solid  waste  disposal  facilities  in  Lake 
County,  Ohio. 

Throughout  the  Lnited  States,  state  and  local 
governments  are  turning  to  Lehman  Brothers  for 
innovative  finarKing  solutions  to  improve  services  and 
the  qualitv  of  life  in  their  communities. 

For  more  information  on  how  Lehman  Brothers  can 
work  for  you.  please  contaa:  Charles  .A.  Henderson, 
Managing  Director.  (212)  298-4H42;  or  Christopher 
Randolph,  Managing  Director.  (212)  298-2441. 


Lehman  Brothers 
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INTRODUCING  THE  MOST  EXTRAORDINARY 
NEW  TIRE  YOU'VE  EVER  SEEN. 


AQUATRED.  ONLY  FROM  GOODYEAR. 


ECHNOLOGY  MAKES  IT  DIFFERENT. 
ET  TRACTION  MAKES  IT  SUPERIOR. 

There  has  never 
been  a  tire  quite  like 
Aquatred. 

It  is  an  all-season 
radial.  But  one  with  a 

The  Aquatred 

\Contact Patch':  the      major  difference. 

key  to  the  tire's 

performance.  It's  designed  to  be 

othing  less  than  the 
est  wet-weather 
adial  you  have  ever 
ut  on  your  car. 

To  achieve  that 
breakthrough  goal 
'took  some  new  thinking,  and  some  very 
new,  very  advanced  technology. 

The  result  is  Aquatred,  a  Goodyear 
exclusive.  And  a  visibly  different  tire. 

Aquatred  works.  In  a  way  that  you 
can  feel  and  appreciate.  In  stopping,  start- 
ing, cornering,  steering.  In  every  facet  of 
wet-weather  driving. 

Yet,  while  you  gain  so  much  from 
Aquatred  in  the  wet  you  sacrifice  abso- 
lutely nothing  in  the  dry. 

In  fact,  driving  on  the  new  Aquatred 
feels  no  different  than  driving  on  any 


C3> 

ygy 

other  top-quality  all-season  radial.  Until 
it  rains.  Then  you'll  know  the  difference. 

As  well  as  offer- 
ing you  outstanding 
wet  traction,  Aquatred  also  offers  full  year- 
round  performance.  In  all  kinds  of  weather. 
And,  as  confirmation  of  its  quality, 
the  Goodyear  Aquatred  comes  with  a 
60,000  mile  tread-life  warranty. 

Best  news  of  all, 
Aquatred  is  available 
in  a  range  of  sizes. 

Including  sizes  to 
fit  the  ever-growing 
number  of  mini-vans. 
Your  Goodyear  retailer  has  all  the 
details.  Or,  for  a  free  brochure,  write 
The  Goodyear  Tire  &C 
Rubber  Com-  J^ 
pan  y,  P.  O  . 
Box  9197, 
Des  Moines, 
lA  50301- 
8999. 

Exclusive, 
new  ;ill-season 

Goodyear  Aquatred.  Technology  makes  it 
ifferent.  Wet  traction  makes  it  superior. 


•  The  deep  Aqua- 
(  hamtel  ci  'acuates 
water,  which giivs 
superior  wet- 

u  vat  her  traction. 

•  A  neu  chemical 
inf^redient,  SIHR, 

i  cmtrihules  to  uvt- 
uvather  gnp. 

•  .Aquatred  is 
made  and  destf^ned 
so  uvll,  it  comes 
with  a  60,000  mile 
tread  uurranty. 


GOOD^YEAR 

THE  BEST  TIRES  IN  THE  WORLD  HAVE  GOODYEAR  WRITTEN  ALL  OVER  THEM. 


jobs  in  Ohio  and  demonstrating  Ohio's 
strengths  to  business  leaders  worldwide. 

Voinovich  has  set  his  sights  on 
reforms  in  tax  laws,  workers'  compensa- 
tion and  health  care,  and  is  forging  new 
alliances  for  labor-management  coopera- 
tion, public-private  partnerships  and 
academic-business  liaisons. 

Ohio's  leadership  has  decided  that  a 
state  dedicated  to  business  ought  to  be 
run  like  a  business,  with  an  eye  on  account- 
ability and  the  bottom  line.  Accordingly, 
the  Voinovich  administration's  reform 
plan  is  the  work  of  an  Operations  Improve- 
ment Task  Force  led  by  top  Ohio  business 


chairman  of  the  Ohio  Economic  Develop- 
ment Council.  "They'll  know  that  we 
speak  their  language  and  that  we  know 
their  needs.  That's  the  story  Ohio  has  to 
tell  and  the  product  it  has  to  sell." 

PRODUCTIVITY 
AND  QUALITY 

Ohio  Puts  Its  Resources 
To  Work  for  Business 


leaders.  Cleveland  used  a  similar  public- 
private  partnership,  and  the  resulting 
recommendations  helped  Cleveland 
earn  recognition  as  an  All-American  City 
three  times. 

"With  an  administration  committed  to 
that  kind  of  approach,  businesses  are 
going  to  get  the  message  that  Ohio  is 
serious  about  doing  what  needs  to  be  done 
to  help  business  prosper,"  says  Fil  Line, 
vice  president  of  Columbia  (las  and 


~7P^Hrn   Oliver  W.  Waddell, 
I    ^H^^     Chairman,  President 
I       ^'r  «.    gpj  Qiijgi  Executive 

Officer,  Star  Banc 
Corporation 

"1  li(>  strong  lieritagc  of 
l)imking  and  business 
working  hand-in-lKind  has  developed  a 
solid  foundation  for  today  and  well  into 
the  21st  centui7.  This  relationship  makes 
economic  development  in  (ho  State  of 
Ohio  an  unrivalle<l  public-private  venture." 


There  is  an  old  military  saying  that,  in 
planning  a  campaign,  amateurs 
think  about  strategy,  while  profes- 
sionals think  about  logistics. 

The  theory  is  that  all  strategies  are 
dependent  upon  an  organization's  ability 
to  put  its  resources  realistically  in  the 

right  place  at 
the  right  time. 
While  others 
talk  about  a 
strategy  for 
business  devel- 
opment, Ohio 
talks  about 
logistics:  the 
hard  facts  and 
numbers  of 
productivity. 
Now  the 
state  is  engaged 
in  an  intensive 
effort  to  demon- 
strate to  the 
business  world 
and  the  world 
at  large  that 
Ohio  continues 
to  back  up 
business  with 
the  support 
systems  that  drive  productivity  and  quality. 
A  checklist  of  some  of  those  systems 
shows  that  Ohio's  history  is  a  continuum. 

Research  and  Development:  Eight  tech- 
nology research  centers  form  the  core  of 
Ohio's  Thomas  E^dison  Program,  a  main- 
stay of  the  state's  $2  billion  effort  to  help 
business  become  more  productive  and 
competitive.  The  Fldison  Centers  cover 
disciplines  ranging  from  plastics  and 
polymers  to  welding  and  advanced 
manufacturing.  An  additional  technical 
center,  announced  earlier  this  year,  will 
specialize  in  environtnental  technology 
and  waste  minimization. 

Hie  Edison  Program  is  only  one 
part  of  tlu>  R&l)  stoiy.  Ohio's  extensive 
university  system  combines  with  wi)rld- 
renowned  facilities  such  as  Hattelle 
Memorial  Institute,  the  Clovehmd  Clinic. 
NASA-lx'wis  Ki>search  Center  and 
Wright-Patterson  Air  I'orce  Base  to  pro- 
vide Ohio  businesses  with  impressive 


William  W. 
Boeschenstein, 
Chairman, 
Board  of  Directors,] 
Toledo-Lucas  I 
Port  Authority 
"We  measure  the  i 
cess  of  the  Port  of  Toledo  in  more  i 
just  tons  of  cargo.  We  measure  it  by  I 
more  than  5,000  jobs  that  exist  only  j 
because  the  port  is  here  and  by  the  i 
lions  of  dollars  of  private  capital  inve 
ed  here  in  marine  commerce-related  1 
facilities,  which  link  the  manufacturer  i 
the  farmer  in  our  area  with  the  work 


research  and  development  firepower. 
"The  world  is  beginning  to  look  at 
Ohio  as  if  it  were  one  giant  research  ai 
development  park,"  says  E.  Gordon  Gt 
president  of  The  Ohio  State  Universit| 
"And  when  you  consider  it,  that  is  exac 
what  the  state  is." 


Exports:  Ohio  already  ranks  third  in  th 
nation  in  exports  of  manufactured  goo 
TTie  state's  biggest  asset  in  the  export  i 
ative  is  its  ability  to  finance  export  gro' 

The  strength  of  leading  in-state  ban 
such  as  Huntington  National  Bank,  Natio 
City  Bank,  Society  Bank,  Star  Bank. 
Bank  One  and  Fifth/Third  Bank  has 
opened  the  door  to  export  financing  pa 
nerships  unparalleled  in  any  other  stat 

On  the  drawing  board  is  a  state 
Export  and  Exhibition  Center,  a  sort  ol 
super  shopping  mall  for  global  trade 
will  be  a  showcase  and  meeting  place 
suppliers  and  customers. 

The  Voinovich  administration  has 
pledged  to  back  its  commitment  to  e: 
growth  with  an  intriguing  series  of  pro- . 
posed  tax  credits  tied  to  export  increase* 
Tlie  cornerstone  of  the  plan  is  a  firanchia 
tax  credit  for  corporate  taxpayers  that   I' 
increase  both  export  sales  and  either 
Ohio  payroll  or  Ohio  capital  expendiliui  s 

Transportation:  Ohio  already  has  the 
three  ingredients  key  to  business  suaoss: 
location,  location  and  lix-ation.  Now  state 
leaders  are  developing  a  plan  to  make 
the  best  business  use  of  Ohio's  geographic 
good  fortune. 

"Access  Ohio"  is  a  multimodal 
statewide  transportation  plan  to  establish 
major  corridors  of  trade  by  highway, 
rail,  water  and  air.  Hie  aim  is  to  facilitate, 
the  timely  movement  of  raw  goods  and 
supplies  in  and  out  of  the  state. 

Natural  Resources:  Business  and  indus- 
iPr  loadci^  around  (he  world  have  begun 
to  rt\ilize  tha(  wa(or.  or  a(  leas(  access  to 
i(.  may  be  (ho  oil  of  (ho  21s(  contur> . 
Ohios  liquid  assets  are  second  to  none. 
Bo(wtvn  hike  Erie's  endless  supply 
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Reaching 
new  heigjits- 


Society  Corporation 

has  marked  10 

consecutive  years  of 

record  reported  earnings. 

Our  1991  results  crown  a 

decade  of  exceptional 

growth,  during  which 

we  became  one  of  the 

nation's  largest  and 

best  capitalized  bank 

holding  companies. 

With  assets  of  $25  billion 

and  more  than  $1.7 

billion  in  equity'  capital, 

Society  Corporation  is 


now  the  nation's  26th 
largest  banking  company. 

As  we  move  into 
the  new  Society'  Center 
headquarters  in  down- 
town Clex'eland,  our  view 
is  clear  and  our  sights  are 
high.  We  are  committed 
to  the  highest  standards 
oi  financial  leadership 
and  innovative,  quality 
service  tor  our  customers. 

0octet^ 

CORPORATION 

Member  PDIC 
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TimB 


A  padlock  is  an  effective  security  device. 

But  if  your  financial  security  is  at  stake, 

you  need  skill  and  integrity,  not  steel. 

You  need 

7776  Western-Southern 

Family  of  Companies. 


Western-Southern  Life 

Columbus  Life 

Continental  General 

Ft.  Washington  Investment  Advisors 

IPS  Financial  Services 


Western-Southern  Life^ 

The  Company  That  Cares 

Domiciled  in  Ohio 

104  years  of  responsible,  productive 

operation 

Earning  the  highest  ratings  awarded  by 

Standard  &  Poor's 

A.  M.  Best 

Thomson  InsuranceWatch 

400  Broadway  •  Cincinnati,  OH  45202 
(513)  629-1800 


of  water  and  the  Ohio  River's  continuous 
flow  are  some  44,000  miles  of  streams 
and  tributaries  and  more  than  200,000 
acres  of  lakes. 

"In  the  cen- 
tury ahead, 
water  will  be 
among  the 
most  precious 
resources  a 
business  can 
have,"  says 
MarkVSoske, 
Toledo  Area 
Chamber  of 
Commerce 
president. 
"That  makes 
Ohio  one  of 
the  best  places 
to  be." 

That  "cen- 
tury ahead"  is 
what  is  on  the 
minds  of  Ohio's  leaders  as  they  review  the 
battle  plans  for  increasing  productivity 
and  quality  for  business.  Their  role  is  to 
provide  the  logistical  support  that  will  win 
the  business  battles  of  the  next  century  and 
to  provide  for  business  the  right  resources 
in  the  right  place  and  at  the  right  time. 

WAYS  AND  MEANS 

Ohio  Gives  Value  for  Personal  and 

Business  Dollars 
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A  recent  national  survey  of  mortgage 
costs  rated  Cleveland  as  the  most 
affordable  of  18  major  U.S.  cities  for 
home  ownership.  That's  an  enviable 
national  ranking.  It's  also  par  for  the 
course  in  Ohio. 

The  National  Association  of  Home 
Builders  says  that  of  the  25  most  afford- 
able cities  in  the  U.S.,  five  happen  to  be 
in  Ohio.  The  Home  Builders'  survey 
sampled  1 1  Ohio  cities  and  rated  all  of 
them  within  the  top  88  affordable  cities 
in  the  nation. 

State  leaders  note  that  the  7.63% 


E.  F.  Bell,  President 
Ohio  Bell 

"In  today's  information- 
intensive  economy, 
businesses  rely  on 
telecommunications  as 
a  major  competitive 
tool.  That's  why  we've  deployed  a 
superior  telecommunications  network 
in  Ohio  and  are  now  equipping  it 
with  even  more  advanced  technology." 


mortgage  rate  issued  by  the  Ohio 
Housing  Finance  Authority  in  August 
1991  was  the  lowest  in  the  nation. 

The  surveys  and  statistics  merely 
underscore  what  Ohio  residents  abeady 
know,  and  what  Ohio's  leaders  want  other  I 
to  know:  When  it  comes  to  affordability  ii  j 
housing,  it  makes  sense  to  "Buy  Ohio." 

"What  it 
means,"  says 
Harley  E. 
Rouda,  imme 
diate  past 
president  of 
the  National 
Association  ol| 
Realtors,  "is 
that  you 
simply  can't 
do  better 
than  Ohio, 
anywhere  in 
Ohio,  when 
you're  look- 
ing for  value 
for  your  dol- 
lar. The  cost 
of  living  is 
an  extremely  important  factor  in  busi- 
ness today;  it  sometimes  means  the 
difference  between  success  and  failure  for 
a  business  dependent  on  attracting  and 
keeping  high-quality  people." 

The  government  is  taking  steps  to 
make  sure  that  the  state's  reasonable  cost 
of  living  translates  into  a  reasonable  cost 
of  doing  business.  Ohio  has  long  carried  a 
perhaps  over-emphasized  reputation  as  a 
high-labor-cost  state.  Voinovich  wants  that 
reputation  expunged  and  has  launched 
initiatives  aimed  at  creating  a  new  atmo- 
sphere of  labor-management  cooperation. 
He  cites  the  landmark  "work  favoring" 
program  instituted  at  the  Chrysler  Jeep 
plant  in  Toledo  as  a  promising  example. 
Labor  and  management  representa- 
tives at  the  plant  conceived  of  a  system 
whereby  injured  workers  could  be  steered 
toward  in-plant  jobs  they  could  perform 
despite  their  injuries. 

The  result  is  a  25S  reduction  in  the 
number  of  workers'  compensation  claims 
and  an  unexpected  bonus:  Participants  in 
the  "work  favoring  "  program  have 
expressed  positive  attitudes  about  slaying 
at  work  at  full  pay.  truly  a  win-win  situa- 
tion for  all.  including  the  state.  The  joint 
company-union  project  has  reduced 
costs  by  $1  million  in  its  tir^t  year.  To 
find  evidence  of  how  that  translates  to  a 
new  resixvt  for  .American  automotive 
quality  and  productivity,  look  abroad: 
Tlie  Chr\sler  Jtvp  has  btvome  one  of 
the  hottest  automobiles  in  France,  with 
17.(XX)  exiH>rted  there  last  year. 

The  give  and  take  will  work  here." 
says  Ron  Connid.  I'.XW  1  (xal  12.  "We're 
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/t  ry  proud  of  the  work  ethic  of  Ohio's 
feinployee  base,  and  we  know  Ohio's  labor 
[force  wants  the  same  thing  the  administra- 
Ition  wants:  to  keep  and  expand  Ohio 
(jobs.  In  the  '90s  and  beyond,  Ohio's  labor 
and  management  sectors  will  be  working 
together  toward  that  common  goal." 


Ohio's  other  auto  industry  facilities 
have  also  won  praise  for  enlightened 
labor-management  relations  and  flexibility 
in  working  out  problems.  In  recent  meet- 
ings with  the  Governor,  high-ranking 
officials  from  Ford,  General  Motors 
and  Chrysler  each  said  that  productive, 
«  progressive  approaches  at  their  Ohio 
facilities  were  paying  off. 

The  government  has  also  targeted  for 


Robert  W.  Gillespie, 
Chairman  and  CEO, 
Society  Corporation 

"Ohio  has  an  excellent 
reputation  as  a  center  of 
commerce  and  industry 
and  now  has  an  equally 
outstanding  reputation  as  a  financial  cen- 
ter. With  several  of  the  largest  and  strong- 
est banks  in  the  nation,  firms  that  do 
business  in  Ohio  can  rest  assured  in  know- 
ing they  have  excellent  local  financial 
resources,  readily  available  to  establish 
and  expand  their  businesses.  At  Society, 
we  are  proud  to  call  Ohio  our  home." 


reform  some  previously  troublesome 
areas  that  weakened  Ohio's  cost-of-busi- 
ness  argument.  The  most  visible  target  is 
the  state's  workers'  compensation  system. 

A  road  map  for  reform  came  from  a 
four-month  pro  bono  study  of  the  workers' 
compensation  system  by  McKinsey  & 
Company,  the  Cleveland-based  interna- 
tional management  consulting  company. 
Several  of  the  initiatives  recommended 
by  the  McKinsey  study  have  already  been 
implemented  and  are  showing  results. 


On  the  heels  of  the  workers'  compen- 
sation efforts  is  a  Voinovich-led  initiative 
to  reform  Ohio's  tax  codes  into  a  more 
business-supportive  posture.  Keying 
that  effort  is  the  Governor's  proposed 
sales  tax  exemption  for  the  purchase  of 
new  machinery  and  equipment  used 
in  research  and  development. 

Health  care  costs  are  also  a  major  tar- 
get, and  here  the  state  is  already  begin- 
ning to  see  success.  Ohio's  major  metro- 
politan chambers  of  commerce  have 
found  creative  ways  to  ease  the  health 
care  cost  burden  for  small  businesses  by 
working  to  procure  group  rate  packages. 

President  Bush  came  to  Cleveland  to 
praise  that  city's  Council  of  Smaller  Enter- 
prises, which  implemented  a  unique 
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Douglas  L  (Nesen, 
President  and  CEO, 

Institute 

"As  a  global  leader  in 
technology,  we  rely  on 
a  highly  skilled  work 
force,  cutting-edge  equipment  and  facili- 
ties, a  spirit  of  innovation  and  quick 
access  to  U.S.  and  world  markets.  Ohio's 
great  location  and  business  climate  help 
us  put  technology  to  work  for  over  1,500 
industrial  and  government  clients." 


This  is  just  the  tip  of 
our  operations  in  Ohio. 


Our  Ashland  Petroleum 
division  sells  millions  of  gallons  of 
gasoline  to  wholesale  outlets  in  Ohio. 
And  our  SuperAmerica  retail  locations  sell 
millions  more.  But  our  interests  go  deeper  than 
that.  Our  wholly-owned  subsidiary,  Ashland 
Chemical,  has  headquarters  in  Columbus, 
with  m^or  facihties  spread  throughout 
the  state.  And  'Ohioans  who  know'  use 
our  Valvoline  Motor  Oil  which  has  a  blending  and 
|)ackaging  plant  in  Cincinnati. 

As  one  of  the  nation's  top  60  industrial 
corporations,  there's  a  lot  to  know  about  Ashland 
Oil.  In  Ohio  —  and  around  the  world.  Learn  more 
l)y  writing  for  our  Annual  Report:  Corporate 
Communications,  P.O.  Box  391,  Ashland,  KY  41114 
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Ashland  Oil,  Inc. 
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health-cost-control  program  for  11,000  city 
businesses.  The  success  of  that  program, 
based  on  a  system  of  negotiated  purchases 
using  the  buying  power  of  150,000  people, 
was  reflected  in  an  increase  of  only  2.2% 
in  hospital  inpatient  expenses,  compared 
with  a  7.8%  figure  nationwide. 

There's  a  twin  message  about  value 
and  affordability  coming  from  Ohio 
leaders  in  the  public  and  private  sectors. 
The  message  is  that  in  so  many  areas, 
the  state  already  provides  the  best  value 
for  the  personal  and  business  dollar,  and 
that  it's  hard  at  work  toppling  any  remain- 
ing barriers  to  top-value  status. 

INNOVATrONS  IN 
EDUCATION 

From  Mann  to  McGuffey  to 
Modernization,  Ohio  Continues  Its 
Commitment  to  Education 


Ohio's  state  seal  does  not  depict  a  cap 
and  gown  or  a  diploma,  but  maybe  it 
should.  Ohio's  innovative  approach 
to  education  has  its  roots  in  the  early 
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Glasstech  — 
the  recognized 
leader  worldwide^ 
in  glass  bending 
and  tempering 
system  technology. 


Glosslech,  Inc. 

Ampoint  Industrial  Park 

Perrysburg,  Ohio  43552  USA. 

Telephone:  (419)661-9500 

FAX:   (419)  661-9616    TWX:  810-442-1795 

Glasslech  Limited 

PO.  Box  62 

Shrub  Hill  Road 

Worcester,  Vi/R4  9RQ  England 

Telephone:  (905)723663 

FAX:  (905)20400    Telex:   339636 


19th  century,  when  Antioch  College's 
Horace  Mann  brought  structure  to  public 
education  and  William  McGuffey's  famed 
"Reader"  came  off  an  Ohio  printing  press 
to  help  bring  literacy  to  generations  of 
Americans. 

The  state  honors  that  legacy  with  a 
continuing  commitment  to  education. 
Ohio  is  nationally  recognized  as  a  leader 
in  supporting  higher  education.  Its  136 
colleges  and  universities  and  53  commu- 
nity and  technical  colleges  are  backed  by 
some  $180  million  in  investments  under 
the  state's  Selective  Excellence  Program, 
designed  to  build  world-class  centers  for 
research  and  teaching. 

"Ohio's  support  for  education,  both 
philosophically  and  financially,  is 
second  to  none,"  says  John  Theodore 
Sanders,  Ohio's  Superintendent  of  Public 
Instruction  and  former  U.S.  Deputy 
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Secretary  of  Education.  "Our  job  now  is 
to  use  the  resources  of  that  support  to 
prepare  our  students  for  what  really  is  a 
new  world.  We  have  to  give  them  the 
tools  of  the  next  century,  not  the  last  one.' 
Public-private  partnerships  lie  at  the 
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Floyd  D.  Loop,  M.D., 
Chief  Executive 
Officer,  The  Cleveland 
Clinic  Foundation 

"Our  world-tMass  status 
has  enabled  the 
Cleveland  Clinic  to  re- 
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The  Cleveland  Clinic 

and  other  pers 
pleasant  surpri 
their  anival  is 
offer,  from  the 
to  advancemeii 

cruit  the  best  physicians 
onnel.  One  of  the  most 
ses  they  discover  on 
low  much  Ohio  has  to 
fine  arts  and  education 
ts  in  technology." 

Stanley  C.  Gault, 
Chairman  and  CEO  I 
The  Goodyear  Tire  J I 
Rubber  Company 

"Goodyear,  like  01 
has  a  great  traditio 
leadership.  Our  < 
and  energetic  associates  have  engi- 1 
neered  a  remarkable  turnaround  in  1 
past  year  with  exciting  new  produc 
and  superior  customer  service.  This 
Goodyear  team  is  committed  to  bei 
simply  the  world's  best  in  tires." 


heart  of  the  state's  ambitious  educ 
agenda.  The  Governor's  Education 
Management  (GEM)  Council  brings} 
gether  all  of  the  state's  key  stakehold 
—  legislators,  educators  and  busines 
leaders  from  Ohio's  corporate  commul 
The  Council  has  already  been  resn 


sible  for  conducting  a  management  au( 
of  the  state's  Department  of  Education, 
examining  both  its  structure  and  missic 
GEM  members  TRW,  Procter  «&  Gamb 
Goodrich  and  Goodyear  donated  the 
services  and  time  of  management  and 
organization  experts  from  their  firms 
to  complete  this  study,  titled  Model  for 
the  Future. 

Hie  engine  driving  education  refom 
in  1992  will  be  Ohio's  Gap  Analysis.  als( 
sponsored  by  members  of  the  GEM 
council.  Hiis  project  is  designed  to  brin 
together  policymakers,  educators, 
business  leaders  and  parents  across  the 
state  in  order  to  develop  a  shared  \nsion 
of  education.  The  end  product  \*ill  be  a 
refonn  package  designed  to  achieve 
the  six  national  "Education  20(X)"  goals 
adopted  by  the  National  Governors' 
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Association  and  President  Bush. 

In  addition  to  these  efforts,  numerous 
primary  and  secondary  educational 
programs  have  been  given  top  priority. 
Each  reflects  the  need  for  both  improved 
accountability  and  ensuring  the  most 
effective  use  of  public  dollars.  Here  are 
some  highlights. 

Ohio  Family  &  Children  First  Initiative: 

This  statewide  effort  concentrates  on  the 
coordination  and  collaboration  of  programs 
and  resources  among  all  levels  of  govern- 
ment that  deliver  child  and  family  services. 

Head  Start-State  of  Ohio  Collaboration 
Project  This  partnership  is  developing  a 
state-level  strategic  framework  for 
achieving  the  first  national  education 
goal  of  ensuring  that  all  children  will  start 
school  ready  to  learn  by  the  year  2000. 

Parents  as  Teachers  (PAT)  and  Training 
Ohio's  Parents  for  Success  (TOf*S):  PAT 

and  TOPS  support  the  direct  involvement 


of  parents  in  the  education  of  their  chil- 
dren so  they  become  proactive  supporters 
for  their  child's  learning  experiences. 

Ohio's  Learning,  Earning  and  Parenting 
(LEAP):  Designed  to  break  the  cycle  of 
welfare  dependency,  this  incentive  pro- 
gram requires  all  pregnant  and  parenting 
teenagers  on  welfare  who  have  not 
graduated  from  high  school  to  return  and 
complete  their  graduation  requirements 
or  obtain  a  Graduate  Equivalency  Degree. 
"Ohio  has  a  vast  array  of  technology- 
driven  enterprises,  spanning  all  kinds  of 
industries,  universities,  medical  centers 
and  NASA,"  says  Paul  Schloemer,  presi- 
dent and  chief  executive  officer  of  Parker 
Hannifin.  "The  challenge  is  to  educate 
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W.  R.  rimken,  Jr 

Chairman, 

The  Timken  Company 

"Over  the  last  10  years, 
we  have  invested  more 
than  $900  million  in 
facilities  in  the  state  of 
Ohio.  As  a  global  competitor,  we  need 
every  advantage  we  can  get.  Ohio  has  it 
all  and  is  committed  to  continually 
improving  competitive  conditions  for 
businesses.  Ohio  is  a  state  that  knows 
how  to  help,  not  hinder,  business." 
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Providing  the  business  services  you  need, 
from  the  banks  of  the  Ohio  to  the  banks  of  Lake  Erie. 

When  you're  looking  for  a  bank  that's  stn)ng,  smart  and  experienced,  take 
a  look  at  Star  Bank.  Since  1863,  Ohio  businesses  have  turned  to  Star  for 
the  banking  services  that  help  them  thrive  and  grow... and  for  the  market 
knowledge  and  responsiveness  that  can  help  ensure  continued  success. 

Star  Bank  offers  a  full  complement  of  quality  banking  products  and 
services,  each  backed  by  a  team  of  professionals  and  an  extensive  tradi- 
tion of  building  long  term  customer  relationships. 

•Commercial  lending*  Asset-based  lending*  Cash  management 

•  Equipment  financing  •  Commercial  real  estate  •  Corporate  trust 

•  Investment  services  •  International  services  •  Business  Mastert'.ard 

•  Merchant  card  services  •  Payn)ll  processing  •  Business  savings  *  Direct 
deposit  and  more. 

Star  Bank.  We're  very  proud  of  the  state  we're  in. 

STAR  BANK 


Reach  For  The  Star. 


Member  FDIC 
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Partnerships  In 
Engineering  Creativity 

Setting  I\ew  Standards  in  Excellence 


At  a  time  when  American  education  is  being  challenged 
to  improve  the  quality  of  science  and  math  education, 
high  school  science  teacher  Carolyn  Staudt  stands  out 
as  a  beacon  of  excellence.  With  little  more  than  a  dream 
and  an  unwavering  amount  of  energy,  Staudt  trans- 
formed her  school's  lawn  into  MOONBASE  AMERICA,  a 
6,400-square-foot  educational  center  that  brought  learn- 
ing to  life  for  84  Copley,  Ohio  teenagers. 

The  hands-on  experiment,  built  from  wood,  consisted 
of  one  50-ft.  geodesic  dome,  connected  in  a  spider-like 
manner  to  nine  smaller  offshoot  pods.  Inside,  Staudt's 


enough  to  cover  the  project's  entire  cost.  Support 
poured  in:  from  sophisticated  electronics  for  video  com- 
munications to  plastics  for  building  and  even  sneakers  for 
the  participants. 

Parker  Hannifin  Corporation,  the  worid's  largest  man- 
ufacturer of  motion-control  components  and  systems, 
contributed  an  advanced  robotic  arm,  which  students  set 
up  In  an  outlying  pod  to  investigate  how  mining  could 
take  place  on  the  lunar  surface.  Industries  use  this  same 
Parker  technology  to  manufacture  everything  from  micro- 
chips to  automotive  parts. 

Working  with  Parker  volunteers, 
the  teenagers  modified  the  robotic 
arm  from  a  pick-and-place  to  a  servo, 
and  established  a  means  to  control  it 
remotely  via  joysticks  located  in  the 
main  command  center.  Then  they 
watched  on  video  screens  as  their 
altered  robot  succeeded  in  scooping 
up  soil  samples.  The  samples  were 
later  compared  to  actual  moon  rocks 
on  loan  to  the  students  from  NASA. 

"This  project  provides  the  type  of 
leaming  our  students  need  to  experi- 
ence if  they  are  to  compete  success- 
fully in  science  and  technology."  says 
Paul  Schloemer,  chief  executive  offi- 
cer of  Parker  Hannifin  and  a  member 


students  spent  six  days  and  nights  sleeping,  eating, 
studying  and  working  without  adult  supervision.  Their 
mission  was  to  discover  what  life  would  be  like  in  a  simi- 
lar woHd  on  a  lunar  outpost.  Students  Investigated  all 
manners  of  mysteries,  ranging  from  how  plants  might 
grow  in  zero  gravity  to  how  waste  could  be  recycled  in  a 
closed  environment. 

To  make  the  experiment  all  the  more  real,  the  stu 
dents'  only  contact  with  the  outside  world  came  via  tele- 
phones, video  cameras  and  computers.  They  relied  upon 
themselves  to  form  a  government,  confront  conflicts  and 
resolve  problems. 

Even  more  daunting  than  creating  MOONBASE 
AMERICA  was  funding  It.  Fortunately.  Staudt  excelled 
here  too.  Through  the  force  of  her  personality  and  some 
savvy  marketing,  Staudt  managed  to  raise  more  than 
$1,650,000  In  money,  time,  products  and  services  — 


of  the  board  of  governors  of  the  Aerospace  Industries 
Association.  "Science  is  more  than  blackboard  leaming. 
It  requires  involvement  and  participation.  Carolyn  Staudt 
is  a  teacher  who  made  a  difference  in  the  lives  of  her  stu- 
dents by  showing,  not  simply  telling,  how  science  and 
technology  can  improve  life.  Her  students  walked  away 
from  MOONBASE  AMERICA  with  a  new.  deeper  appre- 
ciation of  science  and  technology. " 

That  kind  of  appreciation  Is  a  driving  force  behind 
Parker  Hannifin's  world  leadership  position  in  motion- 
control  components  and  systems.  With  more  than  800 
product  lines  for  hydraulic,  pneumatic  and  electronic 
applications  in  1 .200  industrial  and  aerospace  markets. 
Parker  Hannifin  operates  159  manufacturing  plants 
woridwide.  supporting  its  more  than  4.500  distnbutors. 
who  serve  more  than  258.000  customers  in  every  comer 
of  the  worid. 


Parker  helps  motivate  tomorrow's  scientists 


Physics  teacher  Carolyn  Staudt 
knows  how  to  motivate  her  students, 
by  getting  them  involved  in  and 
excited  about  some  of  the  great 
scientific  adventures  of  our  time. 
As  director  of  project  MOONB  ASE 
AMERICA  at  Copley  High  School 
in  Ohio,  Staudt  -  with  the  help  of 
major  corporations  such  as  Parker 
Hannifin  -  gave  84  students  a 
six-day  "lunar  experience"  to 
conduct  a  wide  variety  of  vital 
scientific  experiments. 


For  nearly  two  years,  teachers, 
students  and  volunteers  built,  studied 
and  prepared  for  the  full-scale 
simulation  of  a  moonbase.  Nine 
geodesic  domes  provided  a  moon- 
like environment  for  students  to 
apply  classroom  learning  to  real-life 
situations.  Robotic  and  technical 
assistance  from  Parker  engineers 
helped  students  to  modify  a  robotic 
arm  used  in  mining  experiments 
conducted  during  the  simulation. 

Providing  technical  assistance  to 


motivate  students  is  only  a  small  part 
of  Parker's  commitment  to  our 
future.  We've  formed  partnerships 
with  industrial,  automotive  and 
aerospace  manufacturers  worldwide. 
These  partnerships  have  helped 
make  Parker  a  $2.44  billion  leader  in 
the  motion-control  industry. 

For  additional  infomiation,  write 
to  Parker  Hiinnifin,  Dept.  FB-19, 
17325  Euclid  Ave..  Cleveland,  Ohio 
44 1 1 2-1 290.  Or  call  1  -8(XM:-PARKER 
(1-800-272-7537). 


A  partnership  in  vital  tectmologies 
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and  train  the  next  generation  to  keep  all 
of  these  enterprises  at  the  leading  edge 
of  their  technologies,  and  we're  fortunate 
to  have  Ohio  government  leaders  and 
educators  who  are  committed  to  advanc- 
ing our  quality  of  education." 

VITALITY 

In  Striving  for  Quality,  Ohio  Knows 
The  Importance  of  Quality  Time 

At  a  time  when  American  business 
leaders  are  busy  concentrating  on 
the  bottom  line,  Ohio  is  urging 
them  not  to  overlook  an  important  factor 
in  that  bottom  line:  human  capital  and 
the  lifestyle  that  can  help  them  develop 
that  capital. 

As  residents  know,  and  visitors  quickly 
discover,  Ohio  offers  something  for  every- 
one. The  most  recent  Holiday  Inn  travel 
industry  survey  revealed  that  the  state 
ranked  behind  only  California  and  Florida 
as  a  summer  vacation  destination. 

The  world  is  getting  a  first-hand  look  at 
Ohio's  vitality  this  summer.  AmeriFlora  '92, 
the  centerpiece  of  the  country's  quincen- 
tennial  celebration  of  Columbus's  historic 
voyage,  is  bringing  an  international 
audience  to  the  explorer's  namesake  city. 

The  crowds  coming  to  AmeriFlora 
will  have  the  chance  to  explore  Ohio  and 
discover  why  the  state  is  a  great  place 
to  live  and  work. 

Spectator  Sports:  Ohio  boasts  college 
and  professional  football,  two  major 
league  baseball  teams,  and  basketball 
and  hockey  teams  at  various  levels.  Add 
to  those  the  harness  and  thoroughbred 
racing  tracks  around  the  state,  and  the 
major  golf  and  tennis  tournaments  played 
there  each  year,  and  Ohio  armchair  fans 
can  order  their  excitement  from  an 
extensive  menu. 

Participant  Sports:  Some  of  the  world's 
finest  golf  courses  are  located  in  Ohio. 


Walter  W.Williams, 
Chairman  of  the  Board 
and  Chief  Executive 
Officer,  Rubbermaid 

"Rubbermaid  began  in 
Ohio  72  years  ago  — 
and  we're  still  here, 
with  corporate  headquarters  and  three 
divisions.  Historically,  our  associates 
have  given  us  a  superior  work  ethic 
and  a  commitment  to  quality  and 
continuous  improvement.  And  it's  just 
as  evident  today." 


From  the  storied  Muirfield  Country  Club 
near  Columbus  to  the  scores  of  top-notch 
public  courses,  golf  in  Ohio  gets  rave 
reviews  from  hacker  and  pro  alike.  The 
1991-92  Golf  Digest  listing  of  the  nation's 
100  top  golf  courses  included  eight  in 
Ohio:  Muirfield  Village,  Dublin 
(Columbus);  The  Golf  Club,  New  Albany 
(Columbus);  Scioto  Country  Club, 


W    !■ 

Art  Model,  Owner, 
Cleveland  Browns 

^^   _.    iJ    "Ohioans  are  a 
R^ ^*'*^  \\    S^t-it-done' people 
^fc^-;^  ji^    with  a  vitality 
^H^^nfl    and  enthusiasm  that 
^HLS^^^H   is  obvious  to  anyone 
who  makes  his  home  here." 

(Columbus);  Inverness  Club,  (Toledo); 
Camargo  Club,  Indian  Hill,  (Cincinnati); 
NCR  Country  Club,  Kettering  (Dayton); 
Canterbury  Golf  Club,  Shaker  Heights 
(Cleveland),  and  Firestone  Country  Club 
(South  Akron) . 

In  the  winter,  abundant  downhill  and 
cross-country  ski  facilities  are  just  a 
short  drive  from  any  location. 

Outdoor  Activities:  Between  the  288 
miles  of  I^ke  Frie's  shoreline  and  the 
Ohio  River,  the  state  offers  an  answer  for 
anyone  longing  to  get  away  from  it  all. 
Some  72  state  parks  and  more  than 
seven  million  acres  of  unspoiled  forest 
provide  a  breathtaking  playground  for 
the  outdoor-minded.  Hunting  and  fishing 
possibilities  abound. 

Cultural  Opportunities:    I- rotn  world- 
class  symphony  orchestras  to  an  explo- 
sion of  ballet  and  oixTa  companies  and 


repertory  theaters.  Ohio  has  become 
a  focal  point  of  the  arts.  Each  of  the  state's 
major  cities  is  home  to  several  museums 
of  national  regard. 

Family  Activities:  The  family  looking  for 
a  day-long  outing  or  a  week-long  vacation 
can  choose  from  several  of  the  nation's 
finest  zoos,  including  the  nationally 
acclaimed  Columbus  and  Cincinnati 
zoos,  or  amusement  and  theme  |>arks 
that  dot  the  state  and  attract  hundreds  of 
thousiuids  of  visitors  each  year. 

Wliile  Ohio's  business  and  govern- 
ment leaders  spread  the  word  that  their 
state  offers  the  opportunity  of  a  lifetime, 
they  also  are  saying  that  Ohio  offers  the 
opportunities /t)r  a  lifetime.  ■ 


Author  Russ  Birkos  is  an  Ohiivbased 
writer  who  covers  a  variety  of  business- 
related  topics.  DesigTuxl  by  David 
November  &  Co.  Inc. 
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In  Ohio, 
You're  Connected 
To  Competitive  Advantage 


In  today's  global  marketplace, 
telecommunications  is  vital  to  competitive 
advantage.  Whether  it's  sending  a  simple 
fax,  moving  vast  volumes  of  data  or  linking 
up  for  a  video  conference,  your  business 
must  have  access  to  a  network  capable  of 
meeting  a  wide  range  of  requirements. 

Ohio  excels  on  this  score.  We've  deployed 
digital  switching,  fiber  optics  and  other 
advanced  technologies  to  create  a  world- 
class  network. 

And  we're  doing  even  more.  Our  telephone 
companies  are  working  with  the  Public 
Utilities  Commission  of  Ohio  to  foster  an 
even  higher  level  of  investment  and 


The  Ohio  Telephone  Association 

This  message  is  underwriUen  by  the  ALLTEL,  Century.  Chillicothe,  Cincinnati  Bell.  GTE-North.  Ohio  Bell  and  United  telephone  companies. 


innovation  in  our  network.  This  will  lead 
to  new  horizons  in  education,  health  care 
and  other  areas  critical  to  economic 
competitiveness  and  an  excellent  quality  of 
life. 

An  example:  Ohio's  telephone  companies 
are  now  developing  numerous  fiber  optic 
distance  learning  networks  carrying  two- 
way  video  to  address  the  urgent  issues  of 
education. 

So  to  access  a  telecommunications  network 
on  the  leading  edge  of  technology,  and  one 
that  will  stay  that  way  in  the  future,  locate 
in  Ohio.  It's  the  most  secure  connection  to 
competitive  advantage  you  can  make. 


THE  FORBES  SOO 


Adjusted  for  inflation,  the  total  value  of  assets 
held  by  these  500  companies  shrank 
somewhat  last  year.  Is  the  worst  now  over  for 
Citibank  and  other  hard-hit  banks  and  thrifts? 


Rank 
1991  1990 


The  combined  holdings  of  the  Forbes  Assets  500  grew 
by  just  2%  during  1991,  to  $7.6  trillion.  Adjusted  for 
inflation,  this  was  a  slight  decrease  from  the  prior  year.  The 
culprits:  the  recession,  falling  real  estate  values,  restructur- 
ing, and  continuing  writeoflFs  and  asset  revaluations  by 
banks  and  other  financial  institutions.  Consolidation  of 
sick  banks  accounts  for  much  of  this 
shrinkage.  Of  the  147  banks  and 
thrift:s  listed  below,  43%  reported  de- 
clines in  total  assets  during  1991. 

Despite  its  problems,  Citicorp, 
with  consolidated  assets  of  $217  bil- 
lion, still  leads  the  assets  ranking. 
'Citicorp  reduced  its  common  cash 
dividend  in  late  1990  and  omitted  it 
last  year,  saving  about  $350  million 
annually.  And  since  1987  the  bank 
has  written  ofF$13  billion  in  bad  loans,  mosdy  overseas  or 
on  commercial  real  estate.  Its  cushion  against  fijrther  loan 
defaults  has  been  cut  to  $3.3  billion,  the  lowest  amount 
since  1986.  The  worst  of  Citi's  troubles  may  now  be 
behind  it.  During  the  last  few  months,  the  company's 
stock  has  more  than  doubled. 

The  rising  stock  and  bond  markets  in  1991,  combined 
with  increased  trading  activity,  made  it  a  good  year  for 
Wall  Street  firms.  Four  of  the  larger  players — Merrill 
Lynch  (ranked  17),  Morgan  Stanley  (22),  Bear,  Stearns 


Company 


Assets 
($mil) 


% 
change 


1 

1 

Citicorp  216,922 

0.0 

2 

2 

General  Motors  184,157 

2.3 

3 

3 

Ford  Motor  174,428 

0.5 

4 

4 

General  Electric  168,259 

9.3 

5 

6 

Fedl  Natl  Mortgage  147,072 

10.5 

(23)  and  PaineWebber  (80) — saw  their  assets  rise  on 
average  by  over  30%.  Increases  in  the  value  of  securities 
these  firms  carry  on  their  balance  sheets,  combined  with  a 
jump  in  customer  receivables,  account  for  these  gains.  The 
asset  base  of  Charles  Schwab,  now  the  country's  largest 
discount  broker,  grew  20%  last  year,  to  $5  billion.  Some  of 
that  gain,  however,  is  related  to  its 
July  acquisition  of  Mayer  &  Schweit- 
zer, a  marketmaker  in  o-t-c  stocks. 

Other  big  winners  in  financial  ser- 
vices were  three  quasi -government 
agencies.  Federal  National  Mortgage 
(5)  and  Federal  Home  Loan  (32)  buy 
home  mortgages  and  package  them  as 
high-quality  debt  securities.  Sallie 
Mae  (36),  which  purchases  govern- 
ment-guaranteed student  loans,  saw 
assets  rise  to  $45  billion.  Among  newcomers  to  the 
rankings  in  the  financial  ser\'ices  industry  are  insurance 
companies  Uslico  and  Cincinnati  Financial,  and  MBNA, 
which  is  in  the  credit  card  business. 

General  Motors,  ranked  second,  is  the  largest  industrial 
company  in  assets,  gm's  assets  rose  a  modest  2%,  to  $184 
billion  in  1991 .  Among  manufacturing  firms  added  to  the 
Forbes  Assets  500  are  Owens-Illinois,  Varit\'  Corp.  and 
Crown  Cork  &  Seal.  Drop-oflfs  include  Lone  Star  Tech- 
nologies, Henley  Group  and  Valhi.  -Eric  S.  Hari:)Y 


Winners 

Rank 

Company 

Assets 

% 

1991 

1990 

($mil) 

change 

338 

■ 

Leucadia  National 

4,590 

90.7 

23 

43 

Bear  Stearns  Cos 

54,670 

56.4 

33 

56 

Banc  One 

46.293 

52.6 

445 

■ 

Chiquita  Brands  IntI 

3,143 

44.5 

150 

217 

Conseco 

11,596 

40.0 

■  Not  on  500  list  in  1990. 


Losers 

i 

Rank 

Company 

Assets 

% 

1991 

1990 

($mil) 

change 

407 

266 

Discount  Corp  of  NY 

3,582 

-44.6 

480 

339 

CBS 

2,799 

-40.4 

99 

68 

MNC  Financial 

17.438 

-33.9 

182 

126 

First  City  Bncp  Texas 

9.943 

-25.5 

93 

72 

CalFed 

18.395 

-24.9 

Forbes  ■  April  27,  1992 
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DIAMANTE. 

THE  APPRAISALS  ARE  IN. 

Appraisals  from  experts  are  always  enlightening.  On  the 
Diamante,  they  have  been  overwhelmingly  glowing. 

Mpfor  Trend  reported  that  "the  Diamante 's  sharply  de- 
fined performance  enables  a  driver  to  feel  eminently  in 
control."  Meanwhile,  the  interior  design  ensures  that  "driver 
and  passengers  are  utterly  pampered" 

The  Diamante  is  "a  well-bred  automobile,"  according  to 
Carand  Driver.  "The  nde  is  controlled,  yet  magic-carpet 
silky.. .the  leather  interior  is  a  knockout. ..whisper-quiet." 

And  after  road-testing  the  Diamante  LS,  with  its  202- 
horsepower  V6  engine,  ABS  brakes,  exclusive  TCHraction 
control,*  driver-side  air  bag  and  numerous  luxury  amenities. 
Road  &  Track  simply  said,  "We  are  mightily  impressed." 

If  you  would  like  to  make  your  own  evaluation,  your 
Mitsubishi  Motors  Dealer  would  be  happy  to  oblige.  Please 
call  1-800-447-4700  foi  the  Dealer  nearest  you. 


The  name  Mitsubishi  means  three  diamonds,  and  has  signified 
automotive  excellence  for  75  years. 


m. 


'Optional  equiprttent.  Model  shown  Dia 
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MITSUBISHI 

The  woni  is  getting  arouiuir 
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Rank 

Company 

Assets 

% 

1991  1990 

($mil) 

change 

6 

5 

American  Express 

146,441 

6.4 

7 

■ 

Chemical  Banking 

138,930 

2.0 

8 

7 

BankAmeiica 

115,509 

4.3 

g 

■'- 

NationsBank 

110,319 

-52 

10 

11 

JP  Morgan  &  Co 

103,468 
102,801 

11.1 

11 

10 

Sears,  Roebuck 

11.1 

12 

9 

Chase  Manhattan 

98,197 

0.1 

13 

8 

Salomon 

97,402 

-11.4 

14 

14 

IBM 

92,473 

5.6 

15 

12 

Aetna  Life  &  Cas 

91,988 
87,560 

3.0 

16 

13 

Exxon 

-0.2 

17 

17 

Merrill  Lynch 

86,259 

26.6 

18 

15 

Security  Pacific 

76,411 

-9.8 

19 

22 

American  IntI  Group 

69,389 

19.3 

20 

19 

Cigna 

66,737 

4.8 

21 

20 

Bankers  Trust  NY 

63,959 

0.6 

21 

20 

Bankers  Trust  NY 

63,959 

0.6 

22 

25 

Morgan  Stanley 

63,709 

19.0 

23 

43 

Bear  Stearns  Cos 

54,670 

56.4 

24 

30 

in 

53,867 

9.8 

25 

23 

Wells  Fargo 

53,547 

-4.7 

26 

35 

American  Tel  &  Tel 

53,355 

21.9 

27 

24 

Travelers 

52,709 

-4.8 

28 

29 

First  Chicago 

48,963 

-3.6 

29 

26 

First  Interstate  Bncp 

48,922 

-4.7 

30 

31 

Philip  Morris  Cos 

47,384 

1.8 

31 

28 

HF  Ahmanson 

47,276 

-7.7 

32 

39 

Fed  Home  Loan  Mtg 

46,860 

15.5 

33 

56 

Banc  One 

46,293 

52.6 

34 

38 

First  Union 

46,085 

13.0 

35 

50 

Fleet/Norstar  FinI 

45,445 

39.8 

36 

37 

Sal  lie  Mae 

45,320 

10.2 

37 

33 

PNC  Financial 

44,892 

-1.4 

38 

32 

Chrysler 

43,071 

-7.1 

39 

46 

GTE 

42,437 

25.7 

40 

36 

Mobil 

42,187 

1.3 

41 

40 

Gt  Western  Financial 

39,600 

0.5 

42 

34 

Bank  of  New  York 

39,426 

-13.1 

43 

44 

Loews 

39,195 

12.8 

44 

55 

Nonwest 

38,502 

25.7 

45 

41 

El  du  Pont 

36,117 

-5.3 

46 

45 

American  General 

36,105 

6.8 

47 

42 

Chevron 

34,636 

-1.3 

48 

47 

SunTrust  Banks 

34,554 

3.4 

49 

63 

Lincoln  National 

34,095 

23.5 

50 

53 

Transamerica 

33,682 

6.0 

51 

69 

Wachovia 

33,158 

26.2 

52 

51 

Barnett  Banks 

32,721 

1.6 

53 

49 

Bank  of  Boston 

32,700 

0.5 

54 

48 

RJR  Nabisco 

32,131 

-2.4 

55 
56 

54 
58 

Xerox 

31,658 

0.5 

Republic  New  York 

31,221 

5.5 

57 

57 

BellSouth 

30,942 

2.4 

58 

52 

Amoco 

30,510 

-5.3 

59 

60 

First  Fidelity  Bncp 

30,215 

3.8 

60 

59 

Household  IntI 

29,982 

1.8 

■  No 

I  on  500  list  in  1990. 

Rank 

Company 

Assets 

% 

1991  1990 

($mil) 

change 

61 

66 

NBD  Bancorp 

29,513 

10.3 

62 

61 

Mellon  Bank 

29,355 

2.1 

63 

62 

Bell  Atlantic 

27,882 

-0.4 

64 

65 

US  West 

27,854 

3.0 

65 

67 

Nynex 

27,478 

3.1 

66 

70 

Texaco 

26,182 

0.8 

67 

71 

Time  Warner 

24,900 

-1.7 

68 

75 

Dow  Chemical 

24,727 

3.2 

69 

76 

Atlantic  Richfield 

24,492 

2.6 

70 

82 

Golden  West  FinI 

24,298 

7.7 

71 

74 

Eastman  Kodak 

24,170 

0.2 

72 

77 

National  City 

24,170 

1.8 

73 

64 

Continental  Bank 

24,008 

-11.5 

74 

88 

Procter  &  Gamble 

23,733 

15.2 

75 

83 

Southwestern  Bell 

23,179 

4.4 

76 

92 

KeyCorp 

23,156 

20.2 

77 

85 

Pacific  G&E 

22,901 

4.3 

78 

81 

Southern  Co 

22,883 

0.1 

79 

78 

Shawmut  National 

22,816 

-3.7 

80 

97 

PaineWebber  Group 

22.622 

24.6 

81 

86 

Ameritech 

22,290 

2.6 

82 

87 

Pacific  Telesis 

21,838 

1.2 

83 

80 

CoreStates  Financial 

21,624 

-8.1 

84 

91 

Primerica 

21,561 

9.5 

85 

73 

Glen  Fed 

20,547 

-15.6 

86 

84 

Westinghouse 

20,159 

-8.5 

87 

89 

Commonwealth  Ed 

20,084 

-2.0 

88 

98 

US  Bancorp 

18,875 

7.2 

89 

103 

Capital  Holding 

18,873 

13.2 

90 

95 

Texas  Utilities 

18,793 

0.8 

91 

102 

PepsiCo 

18,783 

9.6 

92 

93 

Tenneco 

18.696 

-1.8 

93 

72 

CalFed 

18,395 

-24.9 

94 

94 

First  Bank  System 

18,301 

-3.7 

95 

79 

Midlantic 

18,170 

-23.0 

96 

99 

SCEcorp 

18,119 

3.7 

97 

100 

Boatmen's  Bancshs 

17,635 

1.0 

98 

105 

Union  Bank 

17,474 

7.1 

99 

68 

MNC  Financial 

17,438 

-33.9 

100 

104 

Weyerhaeuser 

16.928 

3.5 

101 

114 

First  of  America  Bk 

16,755 

19.3 

102 

125 

AMR 

16.208 

21.4 

103 

90 

Occidental  Petroleum 

16.115 

-18.4 

104 

119 

Kmart 

15,999 

15.1 

105 

107 

United  Technologies 

15,985 

0.4 

106 

113 

Boeing 

15,784 

8.2 

107 

111 

Textron 

15.737 

5,7 

108 

152 

Wal-Mart  Stores 

15,443 

35.6 

109 

108 

Society 

15,405 

1.9 

110 

120 

American  Brands 

15.116 

9.3 

HI 

148 

State  Street  Boston 

15.046 

29.1 

112 

121 

International  Paper 

14.941 

9.3 

113 

110 

McDonnell  Douglas 

14.841 

-0.8 

114 

115 

Pub  Svc  Enterprise 

14,824 

5.7 

115 

123 

Provident  Life  &  Ace 

14,787 

94 

Rank 

Company 

Assets 

% 

1991 1990 

($mil) 

chanfe 

116    122 

Kemper 

14,697 

8.2 

117    167 

Berkshire  Hathaway 

14,462 

35.5 

118    118 

USF&G 

14.456 

3.9 

119    127 

Comerica 

14.451 

8.6 

120    112 

Entergy 

14.383 

-3.0 

121  116  American  Electric  14.125  1.0 

122  117  Continental  Corp  14,047  0.9 

123  96  HomeFed  13.913  -23.8 

124  136  Chubb  13,775  12.3 

125  139  Manufacturers  Natl  13,544  12.1 


126 

130 

UJB  Financial 

13.378 

4.4 

127 

128 

Union  Pacific 

13.326 

1.9 

128 

133 

PacifiCorp 

13,229 

6,9 

129 

147 

Northern  Trust 

13.193 

11.9 

130 

137 

St  Paul  Cos 

12.982 

6.4 

131 

131 

CSX 

12.798 

0.0 

132 

174 

Waste  Management 

12,572 

19.5 

133 

132 

Philadelphia  Elec 

12.558 

-0.1 

134 

134 

JC  Penney 

12,520 

1.6 

135 

157 

General  Re 

12,405 

12.4 

136  135  Tele-Communications  12.391  0,7 

137  146  Huntington  Bcshs  12,333  4,4 

138  191  Firstar  12.309  31.2 

139  155  Hewlett-Packard  12.276  10,3 

140  142  Centerior  Energy  12.042  1,2 


141 

141 

Caterpillar 

12,042 

0.8 

142 

144 

Houston  Industries 

12.029 

1.3 

143 

149 

Digital  Equipment 

11.944 

3,1 

144 

170 

Safeco 

11.907 

12,8 

145 

178 

Broad 

11.836 

14.4 

146 

143 

Crestar  Financial 

11.828 

-0,4 

147 

■ 

USX-Marathon 

11,644 

-2,4 

148 

176 

Aon 

11.633 

11,5 

149 

162 

Deere  &  Co 

11.623 

6i 

150 

217 

Conseco 

11.596 

400 

151 

138 

Phillips  Petroleum 

11,473 

-54 

152 

164 

Bancorp  Hawaii 

11.409 

6,6 

153 

168 

McDonald's 

11,349 

6.4 

154 

145 

Meridian  Bancorp 

11.337 

-4.5 

155 

129 

FPL  Group 

11.282 

-12,9 

156 

159 

Reliance  Group 

11.253 

22 

157 

151 

Signet  Banking 

11,239 

-1,5 

158 

160 

Dominion  Resources 

11.201 

1,9 

159 

150 

Alcoa 

11.178 

-2.1 

160 

166 

Consolidated  Edison 

11,108 

40 

161 

156 

Minn  Mining  &  Mfg 

11.083 

0.0 

162 

189 

UNUM 

10.668 

121 

163 

187 

ConAgra 

10667 

11.5 

164 

172 

Valley  National 

10.652 

1.0 

165 

161 

Michigan  National 

10.650 

-2.8 

166 

140 

Georgia-Pacific 

10.622 

-119 

167 

190 

Johnson  &  Johnson 

10,513 

10.6 

168 

181 

Duke  Power 

10.471 

3.1 

169 

171 

Sprint 

10.464 

-0.8 

170 

169 

Detroit  Edison 

10.464 

-10 

238 
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Why  would  a  man  rise  before 

dawn  to  fish  for  salmon  on  Scotiand's 

River  T\veed?  Why  indeed. 

Taste  the  true  flavor  of  Scotland, 

Dewars  "White  Label!' 


THE  RULES,  REGULATIONS  AND  CUSTOMS  OF  130  COUNTRIES 
AROUND  THE  WORLD  AREN'T  FOREIGN  TO  US.  Most  oJAIG's  34.000 
people  are  native  to  the  lands  in  which  they  work.  So  they  have  a  deep  understanding  of  local  laws, 
practices  and  traditions.  They  know  how  to  design  insmance  products  specifically  for  their  own  markets 


and  can  respond  quickly  to  changing  conditions  and  customer  needs.  Together  they  form  a  unique  network 
of  service  capabilities.  Because  the  quality  of  our  services  to  clients  is  a  product  of  the  number 
and  experience  of  our  people.  And  that  is  something  no  one  else  can  match  in  thisjast<hanging  world. 


AIG 


MTORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Gniup.  Inc..  DepL  A.  7<)  Pine  Street.  Nevs-  York.  NV  10270. 
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THE  FORBES  SOO 


Rank 
1991 1990 


Company 


Assets       % 
($mil)   change 


171  175  Allied-Signal  10,382  -0.7 

172  163  Dime  Savings  Bank  10,329  ^.7 

173  211  Walt  Disney  10,327  20.5 

174  193  Coca-Cola  10,222  10.2 

175  201  SouthTrust  10,158  12.8 

176  173  Norfolk  Southern  10,148  -3.6 

177  220  Aflac  10,145  26.3 

178  183  Enron  10,072  2.3 

179  226  Temple-Inland  10,068  28.5 

180  186  Anheuser-Busch  Cos  9,987  3.7 

181  194  Beneficial  Corp  9,964  7.6 

182  126  First  City  Bncp  Texas  9,943  -25.5 

183  222  UAL  9,876  23.5 


184 

184 

Unocal 

9,836 

0.8 

185 
186 

227 

Sara  Lee 

9,754 

25.4 

177 

Dominion  Bankshares 

9,711 

-6.4 

187 

200 

Pfizer 

9,635 

6.4 

188 

205 

Long  Island  Lighting 

9,543 

7,9 

189 

182 

BayBanks 

9,516 

-5.6 

190 

192 

Standard  Fedl  Bank 

9,514 

2.3 

191 

221 

Merck 

9,499 

18.3 

192 

196 

Coastal  Corp 

9,487 

2.8 

193 

212 

Dayton  Hudson 

9,485 

11.3 

194 

210 

AmSouth  Bancorp 

9,459 

8.7 

195 

197 

Bristol-Myers  Squibb 

9,416 

2.2 

196 

165 

FirstPed  Michigan 

197 

198 

Central  &  So  West 

198 

207 

Motorola 

199 

213 

Baxter  International 

200 

188 

Rockwell  IntI 

201 

195 

Monsanto 

202 

230 

First  Empire  State 

203 

236 

Delta  Air  Lines 

204 

231 

Integra  Financial 

205 

199 

Amerada  Hess 

206 

219 

Old  Kent  Financial 

207 

223 

Fifth  Third  Bancorp 

208 

203 

BanPonce 

209 

214 

NWNL 

210 

216 

May  Dept  Stores 

9,415 

-11.8 

9,396 

3.5 

9,375 

7.2 

9,340 

9.7 

9,236 

-3.4 

9,217  -0.2 

9,171  18.9 

9,083  24.0 

8,847  16.0 

8,841  -2.4 

8,826  7.6 

8,826  10.9 

8,780  -2.3 

8,770  3.5 

8,728  5.2 

211  209           McCaw  Cellular     8,717  0.0 

212  215             Champion  IntI     8,656  3.6 

213  218  MCI  Communications     8,599  7.8 

214  180       Coast  Savings  FinI     8,596  -15.9 

215  204                    Goodyear     8,511  -5.1 


216 

179 

Unisys 

8,432 

-18.0 

217 

241 

Eli  Lilly 

8,299 

16.2 

218 

206 

Anchor  Bancorp 

8,278 

-5.6 

219 

228 

Niagara  Mohawk  Pwr 

8,241 

6.1 

220 

232 

Mercantile  Bancorp 

8,089 

6.2 

221 

229 

Pennsylvania  P&L 

7,935 

2.6 

222 

257 

Ethyl 

7,905 

18.2 

223 

254 

First  Tennessee  Natl 

7,904 

17.8 

224 

225 

Ohio  Edison 

7,812 

-0.4 

225 

234 

Marshall  &  llsley 

7,628 

2.2 

■  Not  on  500  list  in  1990.    NA:  Not  available. 

Rank 

Company 

Assets 

% 

1991 199C 

1 

{$mil) 

change 

226 

233 

Carolina  Power  &  Lt 

7,523 

0.1 

227 

248 

General  Public  Utils 

7,405 

7.1 

228 

240 

Cooper  Industries 

7,149 

-0.3 

229 

202 

Sun  Co 

7,143 

-20.6 

230 

■ 

Federated  Dept  Strs 

7,127 

NA 

231 

247 

Washington  Mutual 

7,118 

2.8 

232 

238 

Consolidated  Rail 

7,096 

-2.1 

233 

252 

Baltimore  G&E 

7,079 

5.5 

234 

264 

First  Security 

7,015 

8.0 

235 

239 

American  Stores 

6,978 

-3.7 

236 

268 

Paramount  Commun 

6,964 

8.7 

237 

280 

Archer  Daniels 

6,964 

14.7 

238 

250 

Gulf  States  Utils 

6,911 

0.7 

239 

256 

Stone  Container 

6,903 

3.2 

240 

208 

Union  Carbide 

6,826 

-21.8 

241 

275 

Central  Fidelity  Bks 

6,806 

10.3 

242 

258 

Northeast  Utilities 

6,782 

2.7 

243 

253 

Commerce  Bcshs 

6,765 

0.8 

244 

270 

First  Alabama  Bcshs 

6,745 

6.3 

245 

237 

Pacific  Enterprises 

6,701 

-8.1 

246 

255 

Capital  Cities/ABC 

6,696 

0.0 

247 

261 

Reynolds  Metals 

6,685 

2.4 

248 

263 

LTV 

6,685 

2.7 

249 

318  Coca-Cola  Enterprises 

6,677 

33.0 

250 

271 

Star  Banc 

6,646 

5.6 

251 

251 

Lockheed 

6,617 

-3.5 

252 

267 

Emerson  Electric 

6,562 

1.8 

253 

272 

INB  Financial 

6,556 

4.7 

254 

297 

First  Hawaiian 

6,509 

18.2 

255 

249 

Scott  Paper 

6,493 

-5.9 

256 

244 

Pinnacle  West 

6,483 

-7.5 

257 

259 

USAir  Group 

6,454 

-1.8 

258 

292 

Whirlpool 

6,445 

14.8 

259 

246 

Marriott 

6,400 

-7.6 

260 

282 

Pitney  Bowes 

6,381 

5.3 

261 

265 

First  American  Corp 

6,377 

-1.6 

262 

274  Columbia  Gas  System 

6,332 

2.2 

263 

279 

Burlington  Northern 

6,324 

4.1 

264 

303 

Intel 

6.292 

17.0 

265 

269 

Burlington  Resources 

6,290 

-1.1 

266 

293 

Abbott  Laboratories 

6,255 

12.4 

267 

312 

BB&T  Financial 

6,229 

20.7 

268 

260 

General  Dynamics 

6,207 

-5.6 

269 

224 

CMS  Energy 

6,194 

-21.8 

270 

281 

Panhandle  Eastern 

6.177 

1.8 

271 

296 

Torchmark 

6,161 

11.3 

272 

326 

Central  Bancshares 

6,122 

24.6 

273 

302 

First  Virginia  Banks 

6.119 

13.7 

274 

277 

Raytheon 

6.087 

-0.5 

275 

278 

PPG  Industries 

6.056 

-fl.9 

276 

311 

HJ  Heinz 

6.029 

16.6 

277 

■ 

MBNA 

6.009 

31.2 

278 

273 

WR  Grace 

6,007 

-3.5 

279 

245 

People's  Bank 

5,989 

-13.5 

280 

25? 

Meritor  Savings  Bank 

5,975 

-%i 

Rank 

Company 

Assets 

% 

1991 199C 

($mil) 

change 

281 

291  American  Home  Prods 

5,939 

5.4 

282 

309 

Potomac  Electric 

5,854 

11.7 

283 

235 

Hibemia 

5.818 

-20.9 

284 

286 

Merchants  National 

5,806 

-0.2 

285 

276 

Federal  Express 

5,806 

-5.8 

286 

287 

First  Florida  Banks 

5,770 

-0.2 

287 

289 

Union  Electric 

5,733 

0.5 

288 

295 

ICH 

5,662 

NA 

289 

306 

Kimberly-Clark 

5.650 

6.9 

290 

294 

TRW 

5,535 

1.4 

291 

■ 

USX-US  Steel 

5,527 

0.8 

292 

288 

James  River  Corp  Va 

5,627 

-2.0 

293 

325 

AMAX 

5,542 

12.6 

294 

243 

Riggs  National 

5,536 

-21.5 

295 

284 

Black  &  Decker 

5,533 

-6.1 

296 

299 

First  Financial  Mgmt 

5,485 

0.1 

297 

305 

Borden 

5,481 

3.7 

298 

329 

First  Citizens  Bcshs 

5,466 

13.3 

299 

342 

West  One  Bancorp 

5.417 

18.1 

300 

320 

Ashland  Oil 

5.356 

7.0 

301 

343 

USLife 

5,329 

16.5 

302 

330 

Sumitomo  Bank  Calif 

5.281 

10.1 

303 

304 

Illinois  Power 

5.272 

-1.4 

304 

307 

Pennzoil 

5.231 

-0.6 

305 

314 

Santa  Fe  Pacific 

5.221 

3.0 

306 

327 

Mercantile  Bkshs 

5,183 

6.1 

307 

337 

Safeway 

5,181 

9.3 

308 

328 

Comdisco 

5.148 

5.8 

311  298  Ryder  System 

312  335  American  Natl  Ins 

313  324  Deposit  Guaranty 

314  313  American  Cyanamid 

315  316  Litton  Industries 


316 
317 
318 
319 
320 

321 
322 
323 
324 
325 


367 
317 
347 
319 
315 

351 

398 
352 
338 


Charles  Schwab 

Florida  Progress 

Halliburton 

Consol  Natural  Gas 

Texas  Instruments 

First  Commerce 

Arkia 

Jefferson-Pi  k)t 

NY  State  E&G 


341  Puget  Sound  Bancorp 


326  344 

327  336 

328  334 

329  348 

330  333 


Allegheny  Power 

Honeywell 

Dun  &  Bradstreet 

Ralston  Purina 

No  States  Power 


331  331  Boise  Cascade 

332  355  Union  Camp 

333  362  United  Missouri  Bcsh 

334  ■  Metropolitan  Finl 

335  300  Commercial  Federal 


5.080 
5.077 
5,059 
5.054 
5.033 

5,026 
5.025 
5.017 
5,011 
5.0O9 

4.995 
4.970 
4.925 
4,925 
4.884 

4,855 
4.807 
4.777 
4.775 
4.751 

4.729 
4.698 
4.692 
4.668 
4664 


-7.7 

6.8 

2.8 

-0.7 

-0.3 

20.0 
-0.4 
10.4 
0.1 
-0.8 

11.8 

-2.8 

10.6 

4.0 

6.4 

64 
1.3 
0.5 
5.7 
-0.2 

-12 
68 
98 
27 

-14.8 


242 
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nightmare  Scenario  #2 


HE  RUNAWAY 
ASH  SUCKER. 


Why  didn't  someone  tell  me  this  @$!?& 
network  would  cost  so  much?" 


lot  of  executives  go  pale 
when  they  see  how  much 
their  computer  networks  are 
costing  them. 
"What's  with  all  this  new  pay- 
oil?"  they  ask.  "I  thought  this  thing 
was  going  to  save  us  money." 

Too  late.  They're  strapped  to  a 
runaway  cash  sucker  and  heading 
downhill  fast. 

The  fact  is,  the  real  economics  of 
running  a  computer  network  are 
never  even  mentioned  by  the  peo- 
ple trying  to  sell  you  one. 
•  And  not  knowing  can  cost 
you  plenty. 


Research  proves  Banyan 

more  cost-effective  than 

Novell,  IBM,  DEC  and 

Microsoft. 

Which  brings  us  to  the  research 
report  offered  free  on  this  page. 

It  was  compiled  by  the  Business 
Research  Group,  and  shows  how 

Time  Required  To 
Add  A  Network-Wide  Service 


DEC 
Path  works 

LAN 
Manager 

0     20     40 
Business  Research  Group/Newton.  MA  be  160 

For  sheer  cost-effectiveness. 
Banyan  surpasses  everyone. 


60     80     100    120    140    160 
Minutes 


Banyan,®  Novell,®  IBM,®  DEC,®  and 
Microsoft®  stack  up  against  each 
other  in  cost  of  operation. 

What  BRG  did  was  to  interview 
the  day-to-day  LAN  managers  at 
180  different  organizations  about 
the  length  of  time  required  to  exe- 
cute 1 1  typical  network  functions. 


Send  for  this  impartial  sur\e\ 

of  network  cost-efficiency.  Its  full 

of  hard,  actionable  data. 

Banyan  won  in  all  1 1  categories. 
Often  by  astounding  margins. 

Whatever  the  job,  administrators 
of  Banyan  VINES ^  networks  were 
able  to  do  them  faster. 

And  faster  translates  into  smaller 
staffs  and  lower  cash  outlays. 

Banyan  won  across  the  board 
because  our  unique  integrated 
architecture  greatly  simplifies 
administration.  With  Banyan 
VINES,  cost-efficiency  is  built  in 
from  the  beginning. 


Computer  networks  are  rapidly 
becoming  indispensable  to  busi- 
ness. So  understanding  the  true  cost 
of  networking  is  now  critical. 

The  BRG  report  is  a  good  place 
to  start.  This  is  a  real-world  report 
based  on  the  testimony  of  actual 
network  managers. 

Banyan  is  the  world  leader  in 
simplifying  the  use  and  manage- 
ment of  networks — and  we  can 
show  you  why. 

For  your  free  copy 

of  the  BRG  report, 

call  1-800-828-2404. 

r --^^ 

Please  send  this  coupon  to:  BANYAN. 
120  Flanders  Road.  Westboro,  MA  01581 
1-800-828-2404. 

NAME 
TTTLE 
COMPANT 
ADDRESS 


cm- 


STATE 


ZIP 


PHONE 
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THE  FORBES  SOO 


Rank  Company   Assets      % 

1991 1990  ($mil)   change 


336 

359 

Woolworth 

4,618 

7.3 

337 

345 

Transco  Energy 

4,607 

1.3 

338 

■ 

Leucadia  National 

4,590 

90.7 

339 

372 

Cincinnati  G&E 

4,584 

10.3 

340 

322 

City  National 

4,565 

-7.9 

341 

412 

Toys  'R'  Us 

4,548 

27.0 

342 

363 

Alleghany 

4,539 

7.4 

343 

371 

Colgate-Palmolive 

4,511 

8.5 

344 

350 

CPC  International 

4,510 

0.4 

345 

370 

Humana 

4,484 

7.8 

346 

354 

New  England  Electric 

4,450 

1.0 

347 

310 

Bank  South 

4,445 

-14.3 

348 

379 

Air  Prods  &  Chems 

4,417 

9.6 

349 

308 

Oryx  Energy 

4,405 

-16.1 

350 

■ 

Owens-Illinois 

4,399 

-13.8 

351  364 

352  360 

353  358 

354  399 

355  366 

356  378 

357  395 

358  408 

359  380 

360  349 


CSF  Holdings 

Campbell  Soup 

PHH 

Liberty  National 

Unitrin 

Williams  Cos 

General  Mills 

Equitable  of  Iowa 

Viacom 

Dana 


361  361  Fourth  Financial 

362  405  Upjohn 

363  375  Rhone-Poulenc  Rorer 

364  356  Bethlehem  Steel 

365  373  Kroger 

366  386  National  Medical 

367  413  Geico 

368  406  Melville 

369  353  Howard  Savings  Bank 

370  389  Wilmington  Trust 

371  365  Times  Mirror 

372  368  TCF  Financial 

373  376  Natl  Community  Bks 

374  374  Schering-Plough 

375  387  Mead 

376  416  Valley  Bancorp 

377  357  Rochester  Community 

378  385  DQE 

379  394  Kellogg 

380  402  Hawaiian  Electric 


381  410 

382  404 

383  400 

384  421 

385  384 

386  382 

387  393 

388  369 

389  396 

390  397 

■  Not  on  500  list  in  1990 


Martin  Marietta 

Gillette 

Trustmark 

Corning 

Premier  Bancorp 

Union  Planters 

Masco 

Downey  S&L  Assn 

First  Bancp  Ohio 

Summit  Bancorp 


4,384 
4,376 
4,358 
4,338 
4,272 

4,247 
4,240 
4,229 
4,188 
4,179 

4,163 
4,147 
4,143 
4,128 
4,114 

4,095 
4,086 
4,085 
4,067 
4,061 

4,052 
4,037 
4,021 
4,013 
3,986 

3,976 
3,963 
3,935 
3,926 
3,905 

3,897 
3,887 
3,878 
3,853 
3,852 

3,787 
3,786 
3,778 
3,766 
3,764 


3.7 
2.2 
1.1 
16,8 
1.9 

5.3 
13.6 
15.9 

4.0 
-7.4 

-2.7 
13.1 
1.4 
-5.8 
-0.1 

4.5 
14.3 
11.6 
-7.9 

5.9 

-3.4 
-3.6 
-0.9 
-2.2 
2.5 

12.0 
-8.2 
0,4 
4.7 
6,3 

7.9 
5,9 
4,8 
9,7 
-2,2 

-5,4 
0.7 

-9.3 
1,2 
1,2 


Rank 

Company 

Assets 

% 

1991  199C 

I 

($mil) 

change 

391 

407 

San  Diego  G&E 

3,748 

2.5 

392 

454 

Apple  Computer 

3,745 

18.6 

393 

323 

Northeast  Federal 

3,736 

-24.2 

394 

437 

Southern  Natl 

3,730 

11.6 

395 

438 

Old  Republic  IntI 

3,713 

11.6 

396 

414 

Browning-Ferris  Inds 

3,693 

3.7 

397 

391 

Gannett 

3,684 

-3.7 

398 

332 

Continental  Airlines 

3,678 

-22,9 

399 

431 

St  Paul  Bancorp 

3,663 

6,3 

400 

409 

Nipsco  Industries 

3,548 

0.6 

401 

415 

Zions  Bancorporation 

3,646 

2.4 

402 

426 

Farm  &  Home  FinI 

3,638 

5.6 

403 

383 

PHM 

3,635 

-9.0 

404 

424 

Dauphin  Deposit 

3,612 

3.5 

405 

444 

Warner-Lambert 

3,602 

10,4 

406 

■ 

Dial 

3,592 

-1.4 

407 

266 

Discount  Corp  of  NY 

3,582 

-44.6 

408 

411 

Freeport-McMoRan 

3,565 

15.0 

409 

448 

Hanover  Insurance 

3,560 

9.8 

410 

388 

Ryland  Group 

3,559 

-7.8 

411 

428 

So  New  Eng  Telecom 

3,539 

3.1 

412 

446 

Ohio  Casualty 

3,531 

8.6 

413 

440 

GATX 

3,514 

6.2 

414 

469 

Dillard  Dept  Stores 

3,499 

16.3 

415 

434 

Wisconsin  Energy 

3,496 

4.0 

416 

418 

Centel 

3,492 

-1.4 

417 

449 

Public  Service  Colo 

3,473 

7.5 

418 

439 

Northeast  Bancorp 

3,471 

4.4 

419 

401 

Hercules 

3,467 

-«.3 

420 

392 

Southwest  Gas 

3,463 

-8.0 

421 

441 

Westvaco 

3,459 

4.5 

422 

381 

American  Savings 

3,454 

-13.9 

423 

■ 

Cincinnati  Financial 

3,436 

32,7 

424 

425 

Kerr-McGee 

3,421 

-1.5 

425 

481 

Limited 

3,419 

19,0 

426 

442. 

Sunwest  Financial 

3,406 

3.4 

427 

436 

RR  Donnelley  &  Sons 

3,404 

1.8 

428 

423 

TW  Holdings 

3,385 

-3.2 

429 

417 

Penn  Central 

3,383 

-4.6 

430 

429 

Navistar  IntI 

3,358 

-1.7 

431 

433 

SFFed  Corp 

3,317 

-1.4 

432 

456 

Scana 

3,306 

5.1 

433 

420 

Tandy 

3,291 

-6.3 

434 

■ 

FirstFed  FinI 

3,287 

7.7 

435 

435 

Great  A&P  Tea 

3,249 

-3.2 

436 

466 

Maxxam 

3,215 

6.2 

437 

451 

Sonat 

3,208 

5.4 

438 

450 

Quantum  Chemical 

3.199 

-0.7 

439 

457 

Dresser  Industries 

3,191 

2.3 

440 

419 

Baltimore  Bancorp 

3.186 

-9.6 

441 

B  ' 

Varity 

3,180 

-8.4 

442 

443 

Enserch 

3,163 

-3.1 

443 

427 

Itel 

3,162 

-25.1 

444 

430 

Equimark 

3,152 

-7.8 

445 

■ 

Chiquita  Brands  IntI 

3,143 

44,5 

Rank 

Company 

Assets 

% 

1991  1990 

($mil) 

change 

446 

459 

Northrop 

3,128 

1,1 

447 

422 

American  Medical 

3.128 

-10.7 

448 

468 

Boston  Edison 

3,120 

3.5 

449 

467 

Eaton 

3,087 

2.5 

450 

445 

Cullen/Frost  Bankers 

3,079 

-5.4 

451 

484 

Phelps  Dodge 

3,051 

7.9 

452 

460 

Colorado  Natl  Bkshs 

3,044 

-1.6 

453 

476 

AMP 

3.007 

2.7 

454 

487 

Manville 

3,003 

7.4 

455 

390 

Society  for  Savings 

2,989 

-21.9 

456 

m 

Crown  Cork  &  Seal 

2.983 

14.9 

457 

472 

Ingersoll-Rand 

2,980 

-0.1 

458 

499 

Progressive 

2,979 

10.6 

459 

485 

DPL 

2,973 

2.0 

460 

463 

FirsTier  Financial 

2,972 

-3.4 

461 

491 

Fleming  Cos 

2,956 

6.8 

462 

■ 

Usiico 

2,942 

8.2 

463 

490 

Asarco 

2,937 

6.0 

464 

■ 

Washington  Fedl  S&L 

2,935 

10.6 

465 

489 

US  Trust 

2,917 

5.0 

466 

493 

Affiliated  Bkshs  Colo 

2,912 

6.4 

467 

498 

Rohm  &  Haas 

2,897 

7.2 

468 

478 

Baker  Hughes 

2,895 

-0.4 

469 

432 

Great  Lakes  Bancorp 

2.887 

-14.9 

470 

482 

Fina 

2,861 

0.5 

471 

■ 

Becton  Dickinson 

2.860 

9.3 

472 

480 

Whitney  Holding 

2,858 

-0.5 

473 

464 

Greater  NY  Savings 

2,848 

-6.7 

474 

500 

Ogden 

2,846 

5.7 

475 

461 

Quaker  Oats 

2,844 

-7.9 

476 

■ 

TECO  Energy 

2,834 

12.8 

477 

488 

Johnson  Controls 

2,832 

1.3 

478 

496 

Compaq  Computer 

2,826 

4.0 

479 

474 

FMC 

2,816 

-4.9 

480 

339 

CBS 

2,799 

-404 

481 

470 

Tribune 

2.795 

-1.1 

482 

■ 

Comcast 

2.794 

13.7 

483 

■ 

Dole 

2.793 

15.3 

484 

■ 

Alltel 

2.787 

6.2 

485 

■ 

Interpublic  Group 

2.784 

7.7 

486 

■ 

Bowater 

2.780 

21.0 

487 

486  Alexander  &  Alexander 

2.767 

-24 

488 

■ 

Marion  Merrell  Dow 

2.762 

279 

489 

477 

Paccar 

2.738 

-5.8 

490 

465 

Fortune  Bancorp 

2,724 

-10.3 

491 

■ 

McKesson 

2.714 

12.1 

492 

458 

Bally  Manufacturing 

2.710 

-12.8 

493 

483 

Bay  View  Capital 

2.710 

-4.7 

494 

475 

Inland  Steel  Inds 

2.698 

-8.1 

495 

■  Horace  Mann  Educator 

2.695 

6i 

496 

■ 

Puget  Sound  P&L 

2.666 

30 

497 

■ 

Carnival  Cruise  Lines 

2.650 

-12 

498 

■ 

Rouse 

2.637 

0.9 

499 

■ 

Public  Service  NH 

2.637 

5.9 

500 

471 

Multibank  Financial 

2632 

-121 

244 
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HE  WAS  BORN  IN  1639.  AND  HE'S 
STILL  FLYING  WITH  US  TODAY. 

His  name  is  synonymous  with  Champagne  For  it 
was  Dom  Perignon  who  first  produced  diis  wine  fuD 
of  stars. 

So,  it  is  only  fitting  that  United  serves  his  legacy, 
\intage  Dom  Perignon,  in  our  international  First  Class 
cabins.  Along  with  die  world's  finest  liqueurs  and  spirits. 

United's  international  First  Class.  For  diose  accus- 
tomed to  excellence  in  every  detail. 

Come  fly  die  airline  diat's  uniting  die  world.  Come 
fly  the  fiiendly  skies. 

/T^UniTED  AIRLIRES 


T7r:7?Tm 
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■Q)  1991  Acuta  Division  o^  American  Honda  Motor  Ca,  Inc.  Acum  ana  Legend  are  re^^fvred  traaeniarks  of  Honda  Motor 


WW  I  ^    Ji.UBjBCTWwqiwTr^ 


COULD  YOUR  HEART  BENEFIT  FRO  ■ 


Thanks  to  the  miracle  of  modern  technology,  it's 
now  possible  to  pump  new  life  into  your  driving 
experience.  With  the  Acura  Legend  Coupe. 

While  the  Legend  Coupe  offers  a  number  of 
innovations  throughout,  its  ability  to  increase  your 
pulse,  not  to  mention  your  appetite  for  the  road, 
comes  mainly  from  its  3.2-liter,  24-valve  V-6.  A 


power  plant  that  was  modeled  after  the  engines  that 
have  helped  us  to  win  five  straight  Formula  One 
Constmctors'  World  Champitinships. 

In  other  words,  an  engine  thats  ver\'  efficient, 
very  powerful  and  as  a  a^ult  of  these  quabties,  very 
capable  when  it  comes  to  propelling  \x)u  forward. 

Its  impressive  hoi'sepowei  and  torque  a>me  from 


E  USE  OF  ANOTHER  24  VALVES? 


Its  four-valve-per-cylinder  design,  Programmed  Fuel 
Injeaion  and  a  Variable  Induaion  System  that  ensures 
plenty  of  acceleration  at  both  low  and  high  speeds. 
.\nd  to  make  sure  this  abundance  of  high-perform- 
ance technology  isn't  burdened  by  an  overabundance 
of  weight,  the  Coupe  engine  makes  great  use  of  light- 
weight aluminum  alloy  which  not  only  improves 


the  Coupes  throttle  response,  but  also  its  handling. 

Visit  your  Ac-ura  dealer  to  test  the  performance 
of  the  Legend  Coupe  engine,  and  the  cqualK'  ad\'anced 
engineering  that  accompanies  it.  Driving-wise,  it 
should  improve  your  condition  dramatically  Call 
1-800-TO-ACURA  for  /^  ACUR  A 
more  information.     \IV  pRMso, oarid p^FORsivNa 


THE  FORBES  SOO 


Sales,  profits  and  assets  all  declined 
last  year.  But  market  valuations  for 
the  country's  500  most  valuable  companies 
grew  smartly,  to  $3  trillion,  as  the 
stock  market  smelled  a  recovery. 


The  aggregate  capitalization  of  the  500  companies 
with  the  biggest  market  valuations  grew  16%  last  year,  to 
almost  $3  trillion.  This  is  three-quarters  of  the  net  worth  of 
the  entire  stock  market;  the  other  5,300  smaller  compa- 
nies in  the  Wilshire  index  of  all  publicly  traded  U.S.  shares 
add  only  another  $900  billion  in  stock  value. 

Some  of  the  numbers  dazzle.  Philip 
Morris,  with  a  10%  gain  in  market 
value  between  Mar.  22,  1991  and 
Mar.  20,  1992,  is  now  worth  $71 
billion.  The  food  and  tobacco  giant 
knocked  Exxon  out  of  the  number 
one  position.  Despite  becoming  the 
most  profitable  corporation  in  the 
U.S.  (see  p.  206),  Exxon's  market 
capitalization  fell  6%,  to  $68  billion. 

Goodyear  had  one  of  the  most 
dramatic  changes  in  market  value  over  the  last  12  months: 
It  tripled,  to  $4.8  billion.  Stanley  Gault,  who  became 
Goodyear's  chief  executive  officer  last  June,  cut  debt 
and  made  the  company  more  efficient.  After  losing  $38 
million  in  fiscal  1990,  the  tiremaker  earned  $75  million  in 
fiscal  1991. 

Another  highflier  is  Home  Depot,  whose  market  value 
is  up  1 30%,  to  $  1 3 .9  billion.  Other  companies  in  this  year's 
winners'  circle  include  IVAX  and  International  Game  Tech- 
nology. International  Game  Technology,  a  manufacturer 


Rank 

Company 

Market 

% 

1991  1990 

value 
($mil) 

change 

1       2 

Philip  Morris  Cos 

70,944 

10.2 

2       1 

Exxon 

67,958 

-5.7 

3       4 

General  Electric 

67,617 

16.9 

4       5 

Wal-Mart  Stores 

61,186 

44.3 

5       6 

Merck 

56,865 

41.6 

of  coin-operated  videogames,  is  profiting  fi"om  the  grow- 
ing legalization  of  coin-operated  gaming  equipment 
(Forbes,  Mar.  2). 

Of  the  companies  ranked  on  the  list  below,  Compaq 
Computer  had  the  biggest  market  value  decline.  The 
Houston- based  personal  computer  maker  has  lost  market 
share  to  a  growing  flood  of  low-priced 
clones.  In  1991  Compaq's  sales 
dropped  9%  and  earnings  fell  71%. 
Compaq's  market  value  fell  53%,  fi-om 
$5.1  billion  in  our  sur%ey  last  year  to 
$2.4  billion  now.  Eckhard  Pfeiffer 
became  chief  executive  of  Compaq 
following  a  boardroom  shakeup  in 
October.  Now  he  is  tning  to  restore 
Compaq's  luster  by  offering  new 
technology'  ahead  of  other  firms,  and 
by  making  Compaq's  computers  more  price  competitive. 
An  exploding  market  in  initial  public  offerings  brought 
a  number  of  new  issues  to  the  Market  Value  500.  Among 
them:  Duracell  International,  AutoZone  and  mbn.\. 

Will  the  Market  Value  500  climb  again  next  year? 
Perhaps,  but  the  odds  are  against  it.  Last  year's  impressive 
increase  was  due  mainly  to  falling  interest  rates  and  Wall 
Street's  hunch  that  the  recession  was  coming  to  an  end. 
Neither  factor  is  likely  to  exert  as  much  influence  in  the 
year  ahead.  -W.\rrhn  Midgett 


Winners 

Rank 
1991         1990 

Company 

Market 
value 
($mil) 

% 
change 

Losers 

Rank 
1991         1990 

Company 

Market 

value 
($mil) 

% 
ctiMfe 

432              ■ 
345              ■ 
477              ■ 
168           435 
280               ■ 

IntI  Game  Technology 

IVAX 

Office  Depot 

Goodyear 

Fruit  of  the  Loom 

1,604 
2,153 
1,444 
4.752 
2,644 

341.6 
288.9 
271.6 
267.2 
249.8 

312 
470 
279 
476 
396 

127 
214 
122 
243 
213 

Compaq  Computer 
Oryx  Energy 
Halliburton 
Pacific  Enterprises 
Pennzoil 

2.410 
1,474 
2.648 
1.451 
1.771 

-53.0 
-49.5 
-49.1 
-44.3 
-39.4 

■  Not  on  500  list  in  1990. 
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To  start  building  a  car,  or  anything  else  today,  you  need  more  than  designs 
and  determination.  You  need  a  freight  transportation  partner  you  can  rely  on. 
One  with  proven  ability  to  deliver  the  right  product  at  the  right  time.  A  partner 
like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in  industries 
ranging  from  automobiles  to  aerospace,  computers  to  retailing.  That  means 
playing  a  vital  role  in  Just-In-Time  manufacturing,  inventory  management  and 
distribution.  It  means  dedicating  ourselves  to  increasingly  sophisticated  levels 
of  communication,  and  providing  the  flexibility  to  make  your  business  more 

competitive.  But  above  all,  it  means  truly  understanding 
and  responding  to  your  needs. 

As  a  Consolidated  Freightw^ays  Company,  we  satisfy 
customers  by  offering  the  most  complete  range  of  cus- 
tomer focused  services  in  the  industry.  All  supported  by 
unmatched  shipping  management  systems,  by  CF  EXCEL, 
a  1^   j^  _  ^  1       j    our  quality  process,  and  by  a  team  of  professionals  devoted 

to  serving  both  your  business  and  that  of  your  customers. 
|^\|^        ^  Let  us  give  your  company  a  head  start. 

'K      H   Because  at  CF  MotorFreight,  we  don't  just  help 

build  products.  We  help  build  businesses  and  keep 
them  growing. 


consouonTED  FREiGHnunvs,  inc. 


Wt  PUT  YOU  MILES  AHEAD 


CF  MotorFreight.  a  CF  (Jmi/k4ny  Our  intfrtnediatc  (iml  Umg-hkiul  LTI,  motor  carrier. 
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THE  FORBES  SOO 


Rank  Company   Market      % 

1991  1990  value    change 

(Smil) 


6 

8 

Coca-Cola 

53.823 

49.2 

7 

9 

American  Tel  &  Tel 

53.223 

48.2 

8 

3 

IBM 

49.179 

-22.9 

9 

7 

Bristol-Myers  Squibb 

41.627 

4.0 

10 

11 

Procter  &  Gamble 

34.053 

19.4 

11 

12 

General  Motors 

32.078* 

13S 

12 

10 

Johnson  &  Johnson 

31.384 

5.1 

13 

18 

El  du  Pont 

30.997 

26.8 

14 

19 

GTE 

27,349 

28.4 

15 

15 

PepsiCo 

25.942 

0.0 

16  22     Abbott  Laboratories 

17  28  American  Home  Prods 

18  29  Pfizer 
16  Mobil 


19 

20     47 


Microsoft 


25.667  27.0 

23.987  35.5 

23.432  36.4 

23,301  -9.8 

22.783  1102 


21 

14 

Amoco 

22,025 

-19.1 

22 

13 

Chevron 

21.917 

-19.9 

23 

17 

BellSouth 

21,558 

-15.2 

24 

21 

Eli  Lilly 

20.870 

2.9 

25 

44 

Hewlett-Packard 

20.863 

78.6 

26  26  Waste  Management  20.547  11.7 

27  25  Minn  Mining  &  Mfg  19.777  3.1 

28  34  Walt  Disney  19,574  26.6 

29  35  Ford  Motor  19.512  26.5 

30  24  American  Intl  Group  19,104  -0.6 


31 

43  Federal  Natl  Mortgage 

17,712 

51.5 

32 

33        Southwestem  Bell 

17.640 

8.7 

33 

23                Bell  Atlantic 

16.733 

-14.9 

34 

38    Anheuser-Busch  Cos 

16.462 

15.2 

35 

40             Dow  Chemical 

16.276 

26J 

36 

45 

Sears,  Roebuck 

15,245 

45.1 

37 

20 

Atlantic  Richfield 

15,723 

-25.8 

38 

30 

Pacific  Telesis 

15,540 

-73 

39 

27 

Ameritech 

15,565 

-12.6 

40 

42 

McDonald's 

15,465 

28.1 

41 

32 

Boeing 

15.237 

-7.1 

42 

31 

Texaco 

14.736 

-Hi 

43 

37 

Nynex 

14.520 

1.5 

44  36 

45  101 

46  46 

47  63 

48  39 

49  48 

50  61 

51  54 

52  49 

53  67 

54  56 

55  55 

56  ■ 

57  72 

58  57 

59  83 

60  41 


US  West 
Home  Depot 

Kellogg 

Intel 

Eastman  Kodak 

Pacific  G&E 

Sara  Lee 

Emerson  Electric 
Schering-Plough 
JP  Morpn  &  Co 

General  Mills 
RJR  Nabisco 


13,897  -9.8 

13,854  130.1 

13,829  244 

13^41  51.6 

13,200  -5.7 

12.736  17.6 

12351  37.1 

12.330  273 

11.427  6.r 

11,182  33.8 

11.107  19.0 

11.059  173 


NatKMisBank  10.955  71.9 

Kfflvt  10.916  36.6 

LimilBd  10.803  16.5 

Gfltelle  10.S48  507 

American  Express  10.506  -18.5 


Rank  Company  Market      % 

1991  1990  value    change 

(SmiO 


61 

60 

Baxter  IntematXKial 

13,330 

13.9 

62 

75 

Motorola 

10.278 

363 

63 

59 

Berkshire  Hathaway 

10228 

12.6 

64 

76 

Toys  'R-  Us 

10.098 

35.5 

65 

58 

Dun  &  Bradstreet 

10,082 

21.0 

66 

52 

SouthemCo 

ID.C^l 

13.8 

67 

82 

Union  Pacific 

5,923 

38.1 

68 

81 

BankAmerica 

9.='C4 

37.5 

69 

50 

Marion  Merrell  Dow 

9,636 

-9.4 

70 

100 

Tin>e  Warner 

9,580 

602 

71 

52 

HJ  Heinz 

9303 

-7.4 

72 

64 

SCEcorp 

9230 

8.0 

73 

51 

Campbell  Soup 

9,184 

-10.4 

74 

58 

American  Brands 

8.930 

-3.1 

75 

119 

Banc  One 

8,893 

67.7 

76 
77 

78  179 

79  91 

80  89 


S8  MCI  Communications 

53  Warner-Lambert 

Novell 

Archer  Daniels 

International  Paper 


81  ■  Chemical  Bankir^ 

82  84  Monsanto 

83  85  Kimberly-Clark 

84  86  Norfolk  Southern 

85  137  Amgen 

86  80  Texas  Utilities 

87  71  General  Re 

88  108   Rhone-Poulenc  Rorer 


8.848  34.6 

8,732  -11.0 

8.724  150.6 

8.662  35.9 

8.645  31.6 

8.559  213J 

8.529  22.1 

8.524  23.7 

8.417  23.9 

8258  71.7 


89     99 


JC  Penney 


8.059 

8.058 
7.877 
7.830 


91  78 

92  65 

93  95 

94  143 

95  98 

96  73 

97  162 

98  118 

99  132 

100  130 

101  79 

102  66 

103  70 

104  69 

105  94 


Apple  Computer 
Commonwealth  Ed 

in 

Weyerhaeuser 
May  Dept  Stores 

Capital  Cities/ABC 

Allied-Signal 

Food  Lion 

Xerox 

Colpte-Palmolive 

Loews 

Digital  Equipment 

Upjohn 

Westinghouse 

CPC  International 


11.7 

03 

402 

30.1 


90    147     Fed  Home  Loan  Mtg     7.728      73.9 


7.569  2.4 

7.551  -11.1 

7.524  21.5 

7.425  62.3 

7398  22.0 

7271  -7.3 

7236  88.5 

7214  35.7 

7.187  45.6 

7.138  41.8 

7.123  -2.6 

7.072  -15.9 

6.871  -16.9 

6.672  -197 

6.644  7.3 


■  Nofton500ltstinl990.    NA:  Not  availabte. 
'Includes  Qass  E  and  H  stock 


106 

103 

Duke  Power 

6.527 

13.8 

107 

87 

Gannett 

6,625 

-0.8 

108 

107 

United  Technokigies 

6,571 

15.4 

109 

129 

PPG  Industries 

5.534 

293 

110 

112 

Coming 

6,484 

172 

111 

150 

Automatic  Data 

6.427 

523 

112 

113 

AMP 

6.390 

163 

113 

117 

6,381 

199 

114 

97 

ConApa 

6378 

48 

115 

175 

CSX 

6327 

764 

Rank 
1991  1990 

116  185 

117  102 

118  77 

119  120 


tompany   Manet  % 

laiue  da^p 

G9     6253  M.4 

Pub  S«c  Enterprise     6232  Si 

Phillips  Petroleuni     6282  -16i 

Raytheon     6.U0  117 


120  105    Consolidated  Edison  6.1G5  7i 

121  139                      Citicorp  UC  2Si 

122  166           Georgia-Pacific  6.B2  MJ 

123  115  Tele-Communications  6J)18  1L7 

124  141                  SailieMae  6^17  3U 

125  111                         Akoa  5jn  7i 


141  149 

142  142 

143  104 

144  ■ 

145  161 

146  144 

147  153 

148  126 

149  219 

150  156 


McCawCeHubr 
Houston  Industries 
Marsh  &  McLeMON 

USX-Mnthon 
Pitney  Bowes 


Pranount  i 
Philadeiphii  Ehc 


PNC  Financial 
RubberTORi 

Chrysket 


151  197 

152  154 

153  184 

154  211  Security  Pacific 

155  183       Air  Prods  &  Chems 

156  188  NIKE 

157  312     Turner  Broadcastini 

158  146 

159  134 

160  96 

161  182 

162  151 

163  116 

164  133 

165  125 


SunTrust  Banks 

Central  i  So  West 

Tenneco 

Aetna  Life  &  Cas 

Sprint 


5,472  114 

5.40  -62 

5.49  M 

5.418  40l1 

S.4M  ILl 

i391  212 

5319  33 

S296  KJ 

52Ci  3U 

5255  64.4 

5.132  a4 

5.127  517 

SJ0  TU 

5JB9  4U 

SdMs  as 

5.M2  ISU 

SiKS  UJ 

5.B21  II 

4je  -19.4 

4JB  41i 

4JMI  ISJ 

4MS  -U 

4116  -IJ 

4J00  -7J 


126 

191 

Merrill  Lynch 

5ja 

MM 

127 

140 

USTlnc 

5977 

27J    . 

128 

181 

AMR 

5316 

783    • 

129 

114 

Occidental  Petroieuii 

5J51 

6J    ■ 

130 

131 

American  Cyana—d 

SJi7 

153    : 

131 

109 

AJbeitSM's 

5.791 

3.4 

132 

90 

RocIbrI  InH 

5.712 

-9.4 

133 

:2i 

American  EieckK 

5.744 

182     ' 

134 

93 

Ralston  Purim 

5.741 

-12 

135 

135 

Doniinion  Resources 

5J21 

173 

136 

110 

ChHbb 

5.717 

2J 

137 

106 

PacifiCorp 

5.711 

82 

138 

167 

Reader's  Digest  Assn 

5J95 

S2J 

139 

247 

USSurgkal 

usn 

12L5 

140 

136 

FPL  Group 

SiTI 

lU 

166 

128 

BoidM 

4.799 

-44 

167 

166 

Dillwd  Dept  SloKS 

4.798 

2L3 

168 

435 

GoodyMr 

i752 

2672 

169 

171 

rmes  Minor 

4.739 

28J 

170 

145 

AmerKan  General 

4^l 

S3 

250 


Forbes  ■  -Vpcfl  27, 1992 
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ustralia 


US  executives  interested  in 
participating  in  the  burgeoning 
markets  of  the  Asia  Pacific 
should  consider  Australia  as  a 
locational  site,  and  its  role  as 
regional  headquarters  for  a 
rapidly  increasing  number  of 
American  corporations. 

Rarefy  has  there  been  a  better 
time  for  US  companies  to  invest 
in  Australia. 


Consider  the  following  checklist  of  assets: 

.•Australia  is  secure — politically,  socially  and 
economically. 

•  We  are  a  tried  and  trusted  conduit  to  the  Asia 
Pacific. 

•  Technologically  advanced  with  strong  R&D 
base  and  educated  woricforce. 


Harbor  v»ew 
of  Sydney, 

Australia's 
financial 

center, 
featuring  the 
of>era  house. 


•  Sophisticated  and  de¥eloped  financial  sector. 

•  Pro-business  and  deregUbtor 

•  Rk:t)fy  endowed  wih  natural  lesounoes. 

Our  commonatity  of  language,  educalioa 
system  and  managemeni  styles  al 
mELke  Auslrafia  a  comfortable  place  wtfiece 
Amencans  can  invest  and  prosper. 

Contact  us  today. 


combineto 


MAIL  TO:    Investment  Commissioner 

Australian  Trade  Commission 

630  FAh  Avenue 

NewYortc  NY  10111 

Phone  (21 2)  245-4000  Fax  (21 2)  956-6224 

Please  send  free  brochures. 


NAME: 

TITLE: 

COMPANY: 

ADDRESS: 

1  bLEPHONE: 

FAX: 

INDUSTRY  SECTOR: 

■i'im;iJ^B'/!)iij 


THE  FORBES  SOO 


Rank                    Company 

Market 

% 

1991  1990 

value 
($mil) 

change 

171    186         Bankers  Trust  NY 

4,718 

39.2 

172    123   Burlington  Resources 

4,674 

-10.0 

173    254                      Norwest 

■  4,653 

59.2 

174    152             Detroit  Edison 

4,575 

8.8 

175    242   Carnival  Cruise  Lines 

4,569 

75.0 

176  190  Medtronic  4,565  37.1 

177  138  Dayton  Hudson  4,550  -5.1 

178  249  Medco  Containment  4,547  78.7 

179  274  First  Union  4,468  98.4 

180  263  Costco  Wholesale  4,464  86.9 


181  155 

182  148 

183  193 

184  215 

185  198 


Walgreen 

Quaker  Oats 

Masco 

Morgan  Stanley 

Primerica 


4,415  6.7 

4,399  1.1 

4,363  32.7 

4,345  51.2 

4,277  35.6 


186  164     Carolina  Power  &  Lt 

187  194  Sysco 

188  231  Viacom 

189  158  Woolworth 

190  225  Great  Lakes  Chemical 


4,239 
4,238 
4,193. 
4,074 
4,052 


11.6 
30.1 
56.3 
3.0 
45.6 


191 

163 

Deere  &  Co 

4,021 

5.2 

192 

189 

Cigna 

3,992 

19.4 

193 

209 

IntI  Flavors  &  Frags 

3,960 

32.8 

194 

240 

WR  Grace 

3,926 

48.9 

195 

124 

Humana 

3,921 

-24.1 

196  174  RR  Donnelley  &  Sons  3,886  6.7 

197  218  Enron  3,755  31.9 

198  229  Union  Camp  3,729  37.3 

199  172  Hershey  Foods  3,720  1.5 

200  202  Genuine  Parts  3,719  21.8 

201  208  Illinois  Tool  Works  3,713  24.5 

202  192  Pennsylvania  P&L  3,706  12.3 

203  .  283  Burlington  Northern  3,661  66.4 

204  237  Centel  3,617  36.5 

205  233  H&R  Block  3,605  34.5 

206  199  UAL  3,587  16.5 

207  173  Wells  Fargo  3,577  -1.9 

208  157  Browning-Ferris  Inds  3,527  -10.9 

209  333  Chase  Manhattan  3,514  92.2 

210  351  Fleet/Norstar  Fini'  3,466  101.9 


211 

255 

Dow  Jones 

3,464 

40.8 

212 

319 

Consolidated  Rail 

3,443 

81.7 

213 

196 

Deluxe 

3,436 

6.7 

214 

180 

Reynolds  Metals 

3,428 

-1.5 

215 

200 

271 

Rohm  &  Haas 

3,421 

11.4 

216 

Ingersoll-Rand 

3,390 

49.2 

217 

230 

Transamerica 

3,387 

25.3 

218 

165 

Liz  Claiborne 

3,383 

-10.8 

219 

203 

Union  Electric 

3,383 

10.9 

220 
221 

268 
222 

US  Healthcare 

3,368 

43.8 
18.9 

NBD  Bancorp 

3,362 

222 

467 

KeyCorp 

3,311 

177.4 

223 

227 

Genentech 

3,297 

19.8 

224 

159 

Fluor 

3,294 

-15.7 

225 

220 

Winn-Dixie  Stores 

3.288 

16.0 

■  Not  on  500  list  in  1990.    NA:  Not 

available. 

Rank 

Company 

Market 

% 

1991  1990 

value 
($mil) 

change 

226    236 

Textron 

3,282 

23.8 

227    210 

Delta  Air  Lines 

3,274 

10.4 

228    252 

Geico 

3,268 

30.6 

229    262 

Avon  Products 

3,267 

36.6 

230    207 

Salomon 

3,246 

8.0 

231    311 

ALZA 

3,244 

63.5 

232  327 

233  281 

234  216 

235  253 


Whirlpool 

Union  Carbide 

Scott  Paper 

Knight-Ridder 


3,230  73.8 

3,196  44.2 

3,125  8.8 

3,124  26.2 


236 

297 

Freeport-McMoRan 

3,109 

48.2 

237 

204 

Alltel 

3,088 

1.3 

238 

■ 

Duracell  IntI 

3,088 

NA 

239 

160 

Amerada  Hess 

3,071 

-21.1 

240 

289 

Morton  International 

3,061 

41.0 

241 

310 

Temple-Inland 

3,061 

51.6 

242 

217 

St  Paul  Cos 

3,046 

6.4 

243 

223 

McGraw-Hill 

3,035 

7.9 

244 

228 

Nordstrom 

3,008 

9.9 

245 

304 

WW  Grainger 

2,998 

46.2 

246 

239 

Tribune 

2,993 

13.2 

247 

224 

Ohio  Edison 

2,975 

6.1 

248 

177- 

Ethyl 

2,973 

-15.2 

249 

176 

Consol  Natural  Gas 

2,969 

-15.6 

250 

206 

Sun  Microsystems 

2,968 

-2.0 

251 

384 

Computer  Associates 

2,967 

97.3 

252 

264 

Safeco 

2,958 

24.5 

253 

272 

Phelps  Dodge 

2,947 

29.9 

256  226 

257  331 

258  330 

259  266 

260  279 

261  238 

262  269 

263  201 

264  234 

265  244 

266  ■ 

267  270 

268  380 

269  326 

270  275 

271  338 

272  232 

273  295 

274  221 

275  195 


Torchmark 

Newell  Co 

Roadway  Services 

Bausch  &  Lomb 

Northeast  Utilities 


2,936  6.3 

2,920  58.7 

2,920  58.4 

2,864  21.7 

2,847  27.4 


General  Public  Utils 

2,840 

7.4 

TRW 

2,838 

21.3 

Texas  Instruments 

2,813 

-8.3 

Washington  Post 

2,810 

5.3 

Lockheed 

2.804 

7.9 

Storage  Technology 

2,791 

180.3 

Aon 

2,790 

20.3- 

Fifth  Third  Bancorp 

2,786 

80.2 

Federal  Express 

2,750 

46.8 

Wm  Wrigley  Jr 

2,722 

20.8 

Bank  of  New  York 

Martin  Marietta 

Capital  Holding 

Becton  Dickinson 

Dresser  Industries 


2,714  49.1 

2,700  0.8 

2,688  27.4 

2,683  -5.2 

2,678  -17.3 


276 

452 

General  Dynamics 

2.667 

116.9 

277 

315 

Eaton 

2,657 

35.5 

278 

373 

Hillenbrand  Inds 

2,652 

68.5 

279 

122 

Halliburton 

2,648 

^9,1 

280 

■ 

Fruit  of  the  Loom 

2,644 

249.8 

Rank 

Company 

Market 

% 

1991  1990 

value 
($mil) 

change 

281    413 

VF 

2,641 

93.0 

282      ■ 

AutoZone 

2.641 

NA 

283    287 

Gerber  Products 

2.622 

20.4 

284    259 

Champion  IntI 

2615 

8.7 

285    257 

Newmont  Mining 

2,605 

6.9 

286 

299 

Tambrands 

2,589 

23.6 

287 

290 

Imcera  Group 

2,575 

20.0 

288 

309 

National  City 

2.574 

27.2 

289 

293 

Clorox 

2,572 

20.5 

290 

316 

Niagara  Mohawk  Pwr 

2,569 

31.3 

291 

344 

Crown  Cork  &  Seal 

2,566 

44.2 

292 

248 

Long  Island  Lighting 

2,561 

0.0 

293 

260 

Baltimore  G8cE 

2.561 

6.6 

294 

235 

Centerior  Energy 

2.558 

-4.0 

295 

296 

Potomac  Electric 

2,557 

21.3 

296 

388 

First  Fidelity  Bncp 

2.541 

71.3 

297 

■ 

United  HeaithCare 

2,533 

141i 

298 

356 

New  York  Times 

2,521 

49.1 

299 

321 

Shenwin-Williams 

2,520 

33.3 

300 

282 

N«.  States  Power 

2,502 

13.1 

301 

317 

Hercules 

2,492 

31.0 

302 

314 

UNUM 

2,487 

•26.6 

303 

375 

Biomet 

2,487 

58.7 

304 

343 

Golden  West  FinI 

2,478 

3«.5 

305 

325 

CoreStates  Financial 

2.473 

32.0 

306 

277 

Wisconsin  Energy 

2,467 

10.2 

307 

■ 

Cisco  Systems 

2,457 

246.0 

308 

250 

San  Diego  G&E 

2.441 

-3.1 

309 

329 

Blockbuster 

2,419 

31.0 

311 

323 

Westvaco 

2,410 

28.0 

312 

127 

Compaq  Computer 

2,410 

-S3.0 

313 

265 

NaIco  Chemical 

2.400 

1.9 

314 

169 

National  Medical 

2,392 

-359 

315 

288 

Price  Co 

2,383 

9.7 

316 

280 

Lincoln  National 

2,380 

317 

170 

Baker  Hughes 

2.374    - 

318 

187 

Coastal  Corp 

2.373    - 

319 

307 

Florida  Progress 

2.365 

320 

246 

Tyson  Foods 

2,353 

321  493  Louisiana-Pacific 

322  365  National  Health  Labs 

323  334  First  Interstate  Bncp 

324  286  Gt  Western  Financial 

325  '328  Pall 

326  350  Circus  Circus 

327  212  American  Stores 

328  258  Tandy 

329  402  McDonnell  Douglas 

330  340  Aflac 


13.6 
■35.8 
29.8 
16.2 
-9.1 

2.348  112.9 

2,348  45.8 

2.346  28.4 

2.336  6.9 

2.319  25.3 

2.315  34.6 

2.311  -2\2 

2,307  -4.7 

2.294  61i 

2,283  26.7 


331 

353 

State  Street  Boston 

:,:8i 

33.1 

332 

306 

Allegt)eny  Power 

2,271 

11.3 

333 

318 

Hilton  Hotels 

2.271 

19.5 

334 

342 

Lubri2ol 

2,266 

26i 

335 

446 

Santa  Fe  Pacific 

2.257 

80.0 

252 
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Our  Need  For  More  Nuclear  Energy 

Is  Up  In  The  Ajr. 


Because  nuclear  plants  don't  burn 
anything  to  make  electricity,  nuclear 
plants  don't  pollute  the  air. 

In  fact,  America's  110  operating 
nuclear  electric  plants  displace  other 
power  sources  and  so  reduce  certain 


airborne  pollutants  in  the  U.S.  by  more 
than  19,000  tons  every  day.  just  as 
important,  nuclear  plants  produce  no 
greenhouse  gases. 

To  help  our  economy  grow,  this 
country  needs  a  secure,  growing  supply 


of  electricity  More  nuclear  plants  will  give 
us  just  that— without  sacrificing  the  quality 
of  our  environment.  For  a  free  booklet  on 
nuclear  energy,  write  to  the  U.S.  Council 
for  Energy  Awareness,  RO.  Box  66080, 
Dept.  A109,  Washington,  D.C.  20035. 


Nuclear  Energy  Means  Cleaner  Air. 


©  1992  USCEA 


On  January  14,1992 
we  opened  a 

bUlion  dollar  plant 
in  die  heart  of  Detroit 
Some  say  thaf  s  stupid 

We  say  it^  responsible 


Our  Jefferson  North  plant 

is  a  commitment  to  the  quality 

of  the  product  and  the  community. 

We  could  have  taken  the  easy  way  out,  like  a  lot 
of  companies  are  doing  these  days.  We  could  have 
built  our  plant  in  a  field  outside  a  snnall  town  to  keep 
operating  costs  down. 

Instead,  on  January  14th  we  opened  one  of 
America's  most  advanced  auto  plants  in  the  heart  of 
Detroit.  We're  keeping  thousands  of  jobs  where 
they're  needed  most,  in  the  inner  city  And  provid- 
ing millions  in  taxes. 

Jefferson  is  going  to  show  the  rest  of  the  indus- 
try how  to  produce  world-class  quality  and  improve 
the  quality  of  community  life.  For  us,  it's  a  good  feel- 
ing. For  the  consumer,  it's  a  good  pnxluct. 

Environmentally, 

it's  one  of  the  cleanest 

plants  in  the  world. 

We  think  the  new  Jefferson  plant  will  set  new 
.standards  of  environmental  responsibility  We're 
using  breakthrough  technology  to  reduce  the 
amount  of  waste  materials  in  the  earth  and  air. 

Rather  than  having  the  overspray  from  painting 
cars  end  up  in  a  landfill,  at  Jefferson  the  paint  over- 
.spray  will  be  collected,  recycled  and  can  be  used  as 


underbody  paint. 

We'll  save  more  than  50,000  tons  of  scrap  e%«>' 
year  by  using  returnable  shipping  containers  \^^th 
foam  padding  instead  of  wooden  crates  and 
cardboard. 

We're  using  recyclable  containers  to  transport 
liquids.  Not  the  old  55-gallon  steel  drums. 

Storage  tanks  for  gas,  oil  and  solvents  are 
above  ground  to  prevent  contamination  of  water 
supplies.  And  the  tanks  are  placed  within  concrete 
barriers. 

Our  own  on-site  water  treatment  facility  deans 
up  500,000  gallons  of  plant  process  water  daily 

Chrysler  technology  isn't  just  for  the  cars  we 
build.  It's  for  where  we  build  them. 

Jefferson  will  be  as  efficient 

as  any  import  operation 
in  Tennessee  or  Timbuktu. 

We're  operating  Jefferson  on  a  lean  production 
system.  And  that  means  lean  in  every  step  of  the 
manufacturing  prcxress. 

Our  people  function  as  a  team,  mx  as  special- 
ists working  separately  Ever\'lxKK-  together  fmm 
the  start,  solving  problems  to  avoid  downtime  later 
on.  It  makes  sense  and  it  saxt^s  dollars. 

We  have  206  ntuns  at  Jefferson,  doing  evtry- 
thing  from  welding  I-kkIv  panels  to  appKing  the 


jijsh  paint  coat.  That  sounds  like  a  lot  of  automa- 
hn.  But  compared  to  most  plants,  it  isn't.  We're 
ling  just  enough  of  the  best  technology  to  build 
e  best  quality. 

Parts  delivery  has  been  revolutionized.  Instead 
one  central  delivery  point,  trucks  can  pull  up  to 
5  unloading  docks  placed  around  the  plant.  The 
ssembly  line  is  routed  to  pass  by  a  truck  bay  when 
part  is  required.  Need  an  engine  loaded  into  a 
chicle?  The  engine  will  be  there  when  the  line  rolls 

Ifound. 

American  plants  usually  have  several  days  of 
arts  inventory  stacked  up.  At  Jefferson,  we  want  to 

[eep  the  parts  inventory  down  to  eight  hours. 

I      Minimizing  waste  and  maximizing  efficiency  to 

niprove  quality  That's  the  whole  idea  behind 

lefferson. 

The  most  advanced  technology, 
and  the  safest  way  to  use  it. 

We  believe  we  have  not  only  the  best  produc- 
tion equipment  at  Jefferson,  but  also  the  safest 
working  environment. 

(Management  and  union  safety  representatives 
were  involved  in  the  design  and  building  of  every 
work  station  in  the  plant.  Safety  features  such  as 
light  screens  and  pressure-sensitive  mats  have  been 
built  into  the  manufacturing  processes.  Even  the 
heights  of  the  conveyors  were  carefully  considered. 
The  goal  at  Jefferson  was  to  set  new  standards 
of  worker  safety  for  the  whole  industry  We  think 
we've  done  it. 

The  Jefferson  difference: 

2,100  experienced  pros  with 

ahnost  a  million  hours  of  training. 

The  work  force  at  Jefferson  has  more  car  build- 
ing experience  than  any  other  in  America,  maybe 
the  world.  The  average  length  of  service  for  all 
employees  is  26  years.  These  are  the  people  who 
played  a  major  part  in  turning  this  company  around. 
They  know  what  it  takes  to  build  quality 

But  with  all  those  years  behind  them,  they  still 
received  over  900,000  hours  of  training.  The  new 
machinery  in  place  at  Jefferson  isn't  new  to  them. 

You  can  buy  technology.  You  can't  buy  experi- 


ence, loyalty  and  pride.  Those  are  the  real 
ingredients  of  quality 

We  built  a  whole  new  plant 
to  keep  a  legend  alive: 
Jeep*  Grand  Cherokee. 

One  brand  sums  up  what  four-wheel  drive  is  all 
about:  Jeepf  To  the  industry  it's  a  sport  utility  vehi- 
cle. To  the  world,  it's  a  legend. 

When  you  build  a  legend,  you  never  change  it 
unless  you  can  improve  it.  The  technology  and 
experience  at  Jefferson  will  produce  the  highest 
quality  Jeep*  ever:  Jeep'  Grand  Cherokee. 

Grand  Cherokee  is  the  best-looking,  roomiest, 
most  comfortable  Jeep'  we've  ever  turned  out.  The 
engine  is  a  4-liter  Power  Tech  Inline  6-cylinder,  the 
most  powerful  and  fuel  efficient  in  its  class.  Ride  and 
handling  are  better  than  ever.  Anti-lock  brakes  are 
standard.  Even  an  air  bag  is  standard.  And  like  every 
Jeep'  it  goes  anywhere. 

A  lot  of  people  love  the  Jeep'  mystique,  but  still 
want  the  feel  of  the  family  car.  For  them.  Jeep' 
Grand  Cherokee  is  the  answer.  And  we'll  build 
plenty  to  go  around-720  a  day  when  Jefferson  is  at 
full  capacity 

In  a  bad  economy, 

Jefferson  is  good  news. 

For  the  city,  for  Chrysler, 

for  the  country. 

Pick  up  any  newspaper  any  day  and  all  you  read 
are  discouraging  words.  About  the  economy  in  gen- 
eral, and  the  car  business  in  particular. 

Perhaps  the  prophets  of  doom  should  take  a 
hard  look  at  what  Chrysler  is  doing.  We're  opening  a 
plant,  not  closing  one.  We're  breathing  life  into  an 
inner  city  not  letting  one  die.  We're  supporting 
American  workers  and  what  they  can  produce,  not 
giving  up  the  quality  race  to  Japan  or  Germany 

In  the  car  business  you  lead,  follow,  or  get  out 
of  the  way 


ADVANTAGE:CHRYSLER^ 

CHRYSLER    PLYMOUTH    DODGE    DODGE   TRUCKS    JEEP.    EAGLE 


Jeep  is  a  registered  trademark  of  Chrysler  Coqxxation 
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THE  F0RBES  SM 


R»k  Company   Market      % 

1991  1990  v^ue   chanee 


336 

S60 

Nk3u 

2i52 

35.0 

337 

i28 

Hasbro 

22SI 

70.1 

338 

278 

CBS 

2247 

0.4 

339 

:rr.- 

US  Bancorp 

223* 

38.8 

340 

419 
294 

BamettBanis 

im 

64.1 

341 

StJudeMedKai 

2^14 

4.6 

342 

463 

Oracle  Systems 

^196 

82.5 

343 

377 

Household  Inti 

2.183 

40.6 

344 

324 

TECO  Energy 

2.170 

15.7 

345 

■ 

IVAX 

2.153 

2883 

346 

458 

MauEl 

2,149 

76J 

347 

■ 

Coopef  Tire&  Rubtef 

2.141 

113.9 

348 

37! 

Interpublic  Group 

2.134 

35.1 

349 

320 

RepuUk  New  York 

2.127 

12.4 

350 

■ 

Stone  Container 

2.123 

167j0 

351 

397 

Stanley  Works 

2.118 

45.4 

35? 

354 

Sigma- Aidrich 

2.114 

a5 

353 

267 

Travelers 

2,097 

-lOi 

354 

453 

WiNMiette  Inds 

2.089 

70J 

355 

361 

Nucor 

2.087 

26J 

356  379 

357  292 

358  341 

359  431 

360  415 


Maytag 

Dole 

Comcast 

First  Bank  System 

First  Chicago 


2.087  34.9 

2.086  -2.6 

2.086  16.0 

2.078  57.8 

2.067  51Ji 


361 

■ 

Pet 

2.043 

m 

362 

m 

Brown-Forman 

7m 

-4A 

363 

35« 

Cincinnati  G&E 

2.033 

21.0 

364 

112 

Pioneer  Hi-Bred  Inti 

2.024 

473 

365 

m 

McCormickiCo 

2.022 

36.8 

366 

wo 

Citizens  Utilities 

2.001 

36i 

367 

■ 

MBNA 

1.986 

m 

368 

427 

Franklin  Resources 

1.983 

49.1 

369 

m 

Litton  Industries 

1.980 

13.1 

370 

m 

Mellon  Bank 

U75 

72.8 

371 

418 

Paccar 

1.953 

43.5 

372 

385 

Premier  industrial 

1.948 

30.5 

373 

352 

New  England  Electric 

1,933 

12.8 

374 

336 

AsMandOil 

1.931 

5.9 

375 

368 

Amdahl 

1.929 

20.7 

376 

437 

MBIA 

1.928 

SOJ 

377 

420 

Bear  Steams  Cos 

1.927 

41.7 

378 

378 

Cincinnati  Financial 

1.922 

239 

379 

313 

HFAhmanson 

1.918 

-2.7 

380 

303 

So  New  Eng  Telecom 

1.902 

-7.6 

381 

455 

Society 

1.885 

53.8 

382 

346 

Lyondei!  Petrochem 

1.870 

6J 

383 

362 

NY  State  E&G 

1.862 

15J 

384 

367 

FUeMSafetybiU 

1.861 

162 

385 

387 

Jeffervm-Pilol 

1.859 

25.0 

386 

369 

Consolidated  Papers 

i,M7 

16.0 

387 

392 

EWScnpps 

\m 

254 

388 

302 

Super  Valu  Stores 

IJ43 

-109 

389 

301 

Kerr-McGee 

1.822 

-121 

390 

339 

Rite  Aid 

1.811 

C: 

Rank 

Company   Market 

% 

1991 

1990                                value 

ctiange 

($init) 

391 

441 

Ryder  System     1 

.807 

43i 

392 

■ 

Comerica 

.799 

87.7 

393 

■ 

Stryker 

.799 

993 

394 

7"3 

Tyco  Laboratories     1 

.783 

-21.1 

395 

256 

CMS  Energy      ] 

.776 

-273 

396 

213 

PennToil 

1.771 

-39.4 

397 

403 

Mapco 

.769 

24i 

398 

"  ",* 

James  River  Corp  Va     ] 

1.763 

-15i 

399 

XhK 

Northern  Trust 

1.751 

n% 

400 

450 

Bandag 

1.747 

40.4 

401 

305 

Unrtrin 

.735 

-153 

402 

■ 

General  Cinema 

.729 

2.1 

403 

■ 

Borland  Inti     1 

1.719 

68.8 

404 

f  "I 

AIco  Standard 

.714 

28Ji 

405 

■ 

Southwest  Airlines 

1,712 

60.0 

406 

4oi 

Parker  Hannifin     1 

1.706 

43.4 

407 

474 

Loctite     1 

1.702 

45.0 

408 

235 

AMAX      1 

.684 

-23.1 

409 

4(K 

DPL      ] 

1.674 

19.0 

410 

381 

Marriott     ] 

1.671 

9.5 

411 

298  Coca-Cola  Enterprises     1 

1.671 

-20.3 

412 

444 

FMC      1 

1.667 

32.7 

413 

416 

Illinois  Power 

.664 

22i 

414 

496 

Johnson  Controls     1 

1,661 

51.8 

415 

13-1 

Snap-on  Tools 

1.658 

28.0 

416 

42S 

Boatmen's  Bancshs 

..654 

253 

417 

478 

Beneficial  Corp 

1.651 

42.0 

418 

396 

Hubbell     ] 

1.651 

112 

419 

357 

Chiquita  Brands  Inti     1 

1.643 

AZ 

420 

■ 

Shaw  Industries 

1.642 

138.0 

421 

■ 

T2  Medical     1 

.633 

121.4 

422 

399 

Safeway     1 

.633 

m 

423 

■ 

HealthTrust 

1.630 

m 

424 

393 

Avery  Dennison     1 

1.623 

103 

425 

--  f 

Sonoco  Products 

1.620 

3.1 

426 

401 

Betz  Laboratories 

1.616 

133 

427 

■ 

BMCSoftwve 

1.615 

65.6 

428 

13C 

Panhandle  Eastern 

1.609 

22.0 

429 

■ 

Policy  Mgmt  Sys     1 

1.609 

71.5 

430 

479 

Engelhard 

.608 

38.7 

431 

■ 

Circuit  City  Stores 

1.608 

112.5 

432 

■ 

ntl  Game  Technoiogy 

1.604 

341.6 

433 

245 

Whitman 

.603 

M 

434 

394 

Scana 

.602 

8J 

435 

■ 

Dial 

.601 

m 

436 

f  ;• 

Sundstrand 

1.600 

443 

437 

■ 

Firstar 

1.599 

132.7 

438 

■ 

Unisys 

1.597 

815 

439 

;j; 

Kroger 

1.596 

-9J 

440 

405 

Moiei 

1.592 

13.1 

441 

■' 

Black  &  Decker 

1.532 

91.4 

442 

45: 

Dana 

1.584 

372 

443 

■ 

Charming  Shoppes 

581 

ia5 

444 

■ 

.581 

513 

445 

■ 

Advanced  Micro 

.579 

70.5 

Rank 

Company 

Market 

% 

1991  1990 

value 
(Snul) 

change 

446      ■ 

Cabletron  Systems 

1,570 

50.7 

447    363 

BHC  Commun 

1.567 

-2J 

448    382 

Kemper 

i.563 

2J 

449      ■ 

AES 

1.563 

M 

450      ■ 

Owens-Illinois 

1.562 

lA 

451 

370 

Oklahoma  GfcE 

1.557 

-13 

452 

417 

Dreyfus 

1.557 

144 

453 

44- 

CRBard 

1542 

23.0 

454 

m 

Ailergan 

1.542 

1.4 

455 

433 

Murphy  Oil 

1.534 

184 

456 

414 

Nipsco  Industries 

1325 

IIJ 

457 

■ 

Pinnacle  West 

1,523 

630 

458 

■ 

Fnt  Financial  Mgmt 

1.522 

89.1 

459 

■ 

Cvter-Wallace 

lil8 

67.9 

460 

391 

Continental  Corp 

1.518 

23 

461 

422 

DOE 

1.508 

12.2 

462 

407 

Union  Texas  Petrol 

1.500 

63 

463 

438 

Williams  Cos 

1.498 

17i 

464 

432 

Vuk:an  Materials 

1.495 

15J) 

465 

481 

EG&G 

1495 

302 

466  m  Public  Service  Cok)  1495  19.6 

467  459  Teledyne  1489  222 

468  ■  Lowe's  Cos  1.476  423 

469  ■  Russell  1.476  522 

470  214  Oryx  Energy  1474  -19.5 


471 

404 

Mercantile  Stores 

1474 

4.5 

472 

39« 

Equifax 

1.468 

1.1 

473 

466 

American  Greetings 

1.465 

77? 

474 

■ 

Premarklnti 

1.462 

118.8 

475 

460 

Polaroid 

1.455 

198 

476  243 

477  ■ 

478  355 

479  ■ 

480  ■ 


Pacific  Enterprises 

Office  Depot 

Giant  Food 

Medical  Care  Inti 

Surgical  Care  Affils 


I.45I  -M3 

1.444  271.6 

1444  -15.6 

1.437  583 

1.435  113.6 


481 

Bank  of  Boston 

1.433 

1892 

482 

Manufactwers  Nati 

1.432 

74.6 

483 

MytanLabs 

1.430 

47.6 

484 

Owerts-Coming 

1425 

4U 

4«') 

Worthington  Inds 

1.419 

542 

486  ■ 

487  ■ 

488  349 

489  ■ 

490  461 


Charles  Schwab 

1.412 

2015 

Untfi 

1405 

88.6 

Geo  A  Hormel 

1400 

-119 

Stride  Rite 

1390 

429 

Brunswick 

1.384 

141 

491 

440 

Gulf  States  Utils 

1.383 

19 

492 

«2 

Service  Corp  Inti 

1380 

204 

493 

■ 

Metro  Mobile  CTS 

1380 

598 

494 

465 

Pi«et  Sound  P&L 

1368 

13.8 

495 

332 

Safety-Kleen 

1363 

-255 

496  424 

497  477 

498  ■ 

499  395 

500  ■ 


Tandem  Computers 

Alexander  &  Baldwin 

Bancorp  Hawaii 

Forest  Labs 

Huntington  Bcshs 


1.358 
1.3S2 
1.351 
1348 

!34^ 


1 J 
159 
».4 
-13 
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Imagine  A  Plain  Paper  Laser  Fax 
it  Fits  Your  Budget  And  Your  Office 
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Ricoh  HasMadelt  A  Reality 


)fitskmd^^ 


R1COHFAX3200L 


Plain  paper  laser  faxes  are  no  longer  just  for  the  rich 
and  spadous.  Introducing  the  remarkable  new  RICOH 
FAX3200L.  With  the  lowest  price  of  am'  fax  of  its  kind^ 
and  small  footprint,  it's  tailor  made  to  fit 
tight  budgets  and  tight  offices. 

Unlike  thermal-paper  faxes  which  have    w^      ^^^^ 
to  be  copied,  the  RICOH  FAX3200L  delivers  Vk^o 

all  your  faxes  ready-to-go  for  meetings  or  archix-al 
storage,  impeccably  laser  printed  on  plain  bond  paper. 
And  \vith  its  exclusive  730  sheet  paper  cspadty, 
it  will  keep  on  delivering  bng  after  other  faxes. 
^ ,    The  FAX3200L  can  e\'en  scan  one  page  into 
memor\'  at  the  same  time  v'ou're  sending  or 
recei\ing  another  one. 

To  find  out  more  about  how  the  RICOH 
RWZOOL  can  make  wur  office  laser  perfect  for 
less,  call  l-800-b3-RICOH  e\t.  1163.  We'll  send  vou  a  free 
video*  on  the  FA)G200L  so  ^xxi  can  see  for  \'oursdf  wh\' 
it's  the  perfect  fit  for  am-  budget.  And  am'  office. 


IK  nppic  Canes 

OCX) 
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Where  Imagination  Becomes  Realit>' 

1-800-63-RICOH 

ext.1163 


THE  FORBES  SOOS 


Jobs  and  ^ 
productivity 

^^^^^H 

HHI^ 

The  biggest  corporations  aren't 
creating  a  lot  of  new  positions. 


The  biggest  employers 


Rank 

Company 

1991         1990 

1              1 

General  Motors 

2              2 

Sears,  Roebuck 

3              5 

Kmart 

4              4 

IBM 

5              6 

Wal-Mart  Stores 

Employees 

% 

(000) 

change 

756.3 

-0.7 

450.0 

-4.2 

361.0 

-2.2 

358.8 

-5.2 

349.5 

16.9 

The  790  companies  that  appear  in  one  or  more  of  the  four 
Forbes  500  rankings  employ  20.8  million  people,  a  gain  of 
1 35,000  from  the  total  on  last  year's  list.  That  is  not  a  bad 
sho\\-ing  at  a  time  when  the  economy  may  barely  be 
emerging  from  a  recession  and  when  many  giants  (nota- 
bly, IBM  and  General  Motors)  are  retrenching.  But  don't 
read  too  much  into  this  total.  On  closer  inspection,  most 
of  the  gain  proves  to  be  a  statistical  artifact. 

For  one  thing,  this  year's  list  contains  14  more  compa- 
nies, a  reflection  of  merger  actiun,'  and  the  dynamics  in  the 
ranking  process.  When,  for  example.  Chemical  Bank 
acquired  Manufacturers  Hanover,  it  opened  up  the  posi- 
tions that  Manufacturers  Hanover  held  on  each  of  our  four 
ranking  lists  (sales,  profits,  assets  and  market  value ). 

Next,  t^A'O  big  newcomers — Federated  Department 
Stores  and  Owens-Illinois — account  betueen  them  for 
112,000  jobs.  These  aren't  new  jobs.  They  got  added  to 
the  total  when  these  firms  returned  to  the  public  arena. 

But  even  in  a  recession  some  fiims  hired  workers.  One 
example:  With  sales  up  10%  PepsiCo  added  36,000  peo- 
ple. Such  job  creation  counterbalanced  many  cutbacks. 


Rank  Company       Per  employee  ($000) Employees 

Profits      Sales  (rank)       Assets  (rank)      (000) 


Aerospace  &  defense 


1 
2 

3 
4 
5 

6 
7 
8 
9 

10 

11 
12 
13 
14 
15 

16 
17 
18 
19 
20 
21 


General  Electric 

Boeing 

Sundstrand 

Raytheon 

Harsco 


15.2 
9.8 
8.4 
8.0 
7.4 


207.0 
184.2 
129.4 
125.1 
186.8 


(1) 

(3) 

(11) 

(12) 

(2) 


Northrop  7.2  153.1  (7) 

Rockwell  IntI  5.2  122.3  (13) 

Loral  6.1  157.5  (6) 

E-Systems  5.9  107.5  (16) 

Textron  5.7  147.9  (8) 


578.2 

(1) 

291.0 

99.2 

(9) 

159.1 

133.3 

(4) 

12.9 

82.1 

(16) 

74.2 

101.9 

(7) 

10.4 

84.1 

(15) 

37.2 

97.8 

(10) 

94.5 

137.7 

(3) 

18.2 

58.0 

(20) 

18.5 

296.9 

(2) 

53.0 

(21) 

(20) 

(10) 

(5) 

(4) 


General  Dynamics  5.6  97.9 

Martin  Marietta  5.1  99.7 

Lockheed  4.2  135.0 

Grumman  4.0  159.5 

McDonnell  Douglas  3.7  160.2 

GenCorp  2.3  140.4     (9) 

Litton  Industries  1.3  106.2  (18) 

Sequa  -0.4  106.7  (17) 

Teledyne  -0.8  102.5  (19) 

Allied-Signal  -2.7  115.9  (14) 

United  Technologies  -5.4  110.4  (15) 

Industry  medians  5.6  129.4 


69.4  (18) 

63.9  (19) 

91.1  (13) 

95.1  (12) 

128.9  (5) 


78.4 

97.8 
120.0 

54.9 
101.7 

84.6 

97.8 


(17) 
(10) 

(6) 
(21) 

(8) 
(14) 


Business-industrial  services 


89.4 
61.0 
72.7 
24.9 
115.2 

14.2 
51.5 
17.6 
31.3 
102.1 
188.9 


1                           AES 

94.1 

736.2 

(1) 

3,178.8 

(1) 

0.5 

2     Waste  Management 

9.7 

120.8 

(4) 

201.2 

(2) 

62.5 

3              Safety-Kleen 

8.4 

113.0 

(5) 

147.0 

(3) 

6.2 

Rank               Company 

-Per  employee  ($000) Employees 

Sales  (rank)      Assets  (rank)      (000) 

Profits 

4  JWP 

5  Browning-Ferris  Inds 

6  Ogden 

2.9 
1.7 
1.0 

171.2     (2) 

121.9     (3) 

35.6     (6) 

108.6      (5)        21.0 

141.5      (4)        26.1 

64.7      (6)        44.0 

Industry  medians 

5.7 

121.4 

144.3 

Business-services 

FlightSafety  IntI 

Automatic  Data 

Policy  Mgmt  Sys 

PHH 


5  First  Financial  Mgmt 

6  Equifax 

7  Computer  Sciences 

8  Manpower 


31.5 
12.6 
11.1 
10.5 

9.4 

3.9 

2.9 

-5.5 


116.4 
95.3 
%.5 

438.4 

158.8 
79.3 
86.4 

288.7 


(4) 
(6) 
(5) 
(1) 

(3) 
(8) 
(7) 
(2) 


Industry  medians    10.0      106.5 


300.4 

87.3 

137.5 

956.5 

577.9 
51.9 
59.6 

101.1 

119.3 


k3i 
(6) 
(4) 
(1) 

(2) 
(8) 
(7) 
(5) 


Business-supplies 


2.3 

19.0 

4.3 

4.6 

9.5 
13.8 
22.5 

9.7 


1 

Comdisco 

31.9 

1,060.8 

(1) 

2,485.8 

(1) 

2.1 

2 

Minn  Mining  &  Mfg 

13.0 

149,8 

(4) 

124.5 

(4) 

89.0 

3 

Deluxe 

10.5 

84.9 

(7) 

63.3 

(7) 

17.4 

4 

Pitney  Bowes 

9.9 

112.3 

(6) 

215.0 

(3) 

29.7 

5 

Xerox 

4.1 

162.8 

(3) 

289.1 

(2) 

109.5 

6 

AIco  Standard 

3.6 

242.1 

(2) 

98.1 

(5) 

19.9 

7 

Avery  Dennison 

3.5 

141.7 

(5) 

96.9 

(6) 

18.0 

Industry  medians 

9.9 

149.8 

124.5 

258 
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THE  PFIZER  HEALTHCARE  SERIES 


Ibu  can  tell 
high  blood  pressure 
by  these  symptoms: 


(Very  often,  there  are  none!) 


Ifs  hard  to  believe  that  over  35  million  Americans  ha\'e  a  dangerous  disease. .  .ven' 
often  without  a  s)Tnptom.  But  that's  what  high  blood  pressure  (hypertension)  is  like. 
A  hidden  illness,  yet  one  of  the  easiest  to  detea— and  to  treat.  Untreated,  it  can  affea 
your  brain  (stroke),  your  vision,  heart  (infarction),  blood  vessels  and  kidney's.  Anyone 
can  be  affected,  although  faaors  such  as  age,  sex,  race  or  family  background  pla\'  a  role. 

Fortunately  there's  plenty^  that  can  be  done  to  treat  this  condition.  Only  \'our 
doaor  can  diagnose  hypertension,  but  you  can  help  head  it  off  through  h^thier  li\'- 
ing— reducing  weight,  cholesterol,  salt  intake,  stress,  anxietv'  and  stopping  smoking.  An 
improved  lifestyle,  and  blood  pressure-controlling  medicines  can  substanriall\'  lovver 
your  risk  for  heart  attacks  and  stroke.  But  the  first  step  is  to  see  your  doaor 

Fof'  a  postn'-sized  rcfniiit  of  this  mcssajjc,  mite:  PlmiDiacciiticnb  Group, 
Pfizci-Inc,  P.O.  Bax  3852H,  Grand  Central  Station,  New  York,  AT  10163. 

inth^'^^t  ilf^^i       Pharmaceuticals 


(J^^ 


of  better  

heakh  ftom        ^ ^^^  A  PARTNER  IN  HEALTHCARE^ 


rnmm^^^ 


Id 

E 

1 

i 

i 

STOP 


t^m: 


c 

D 
I 


If  you  imagine  truck  ownership  as  a  pinball  game  in  wiiich  every  problem  is  a 


bumper,  guess  wiiat?  You're  the  ball. 

So  instead  of  getting  bounced  around  between  things  like  unstable  fuel  supplies, 
vehicle  administration  and  maintenance,  tougher  EPA  regulations  and  new  truck  tech- 
nology tilt  the  game  in  your  favor  with  a  Ryder  Full  Service  Lease. 


Ryder  tilts  the 

transportation  game 

in  your  favor 


You'll  get  more  than  custom-specified  vehicles,  a  preventive  maintenance  program 
that  keeps  them  running  in  top  condition,  and  substitute  trucks  when  you  need  them. 
You'll  get  the  competitive  edge,  because  you'll  have  better  control  over  getting  your 
products  into  your  customers'  hands  on  time. 

Call  Ryder  for  a  free  "Lease  Versus  Own  Analysis"  at  1-800-952-9515,  ext.  103.  After 
all,  your  company's  transportation  is  a  game  you  can't  afford  to  lose. 


1-800-952-9515 


O  1992  Ryder  Ihick  Rental,  Inc.  A  Ryder  System  Co.  Ryder  is  an  equal  opportunity  employer. 
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THE  FORBES  500s 


Rank  Company       Per  employee  ($000) Employees 

Profits      Sales  (rank)      Assets  (rank)      (000) 


Capital  goods-electrical  equipment 


Hubbell 

Premier  Industrial 

WW  Grainger 

Emerson  Electric 

Honeywell 

National  Service 

Westinghouse 


16.4 

15.5 

14.7 

9.2 

5.6 

1.2 

-9.6 


136.5 
134.4 
238.4 
107.1 
104.5 
75.1 
112.6 


(2) 
(3) 
(1) 
(5) 
(6) 
(7) 
(4) 


Industry  medians      9.2      112.6 


123.7 
79.8 

139.6 
94.4 
81.1 
47.7 

177.4 

94.4 


(3) 
(6) 
(2) 
(4) 
(5) 
(7) 
(1) 


Capital  goods-tieavy  equipment 


Hamischfeger  Inds 

Ingersoll-Rand 

Deere  &(^ 

Caterpillar 

Tenneco 


5.2 

4.6 

0.1 

-7.2 

^.1 


129.1 
110.6 
188.6 
181.7 
151.0 


(4) 
(5) 
(1) 
(2) 
(3) 


Industry  medians      0.1      151.0 


125.4 
91.9 
310.1 
214.9 
206.6 

206.6 


(4) 
(5) 
(1) 
(2) 
(3) 


1 
2 

3 
4 
5 

6 
7 
8 
9 
10 
11 


Illinois  Tool  Works 

Cooper  Industries 

Dover 

Stanley  Works 

Tyco  Laboratories 

(leneral  Signal 

EG&G 

Parker  Hannifin 

York  IntI 

Timken 

Trinova 


9.7 
7.1 
6.5 
5.4 
4.0 

3.5 
2.3 

1.6 

1.3 

-2.0 

-9.9 


142.3  (2) 

110.6  (6) 

111.6  (4) 

111.5  (5) 

124.6  (3) 


121.7  (2) 

128.3  (1) 

68.9  (8) 

87.9  (6) 

99.9  (4) 


105.9 
76.8 
80.9 

161.2 
90.0 
90.6 


(7) 
(11) 
(10) 
(1) 
(9) 
(8) 


Industry  medians      3.5      110.6 


77.3 
19.9 
64.1 
117.6 
96.1 
57.7 

87.9 


(7) 

(11) 
(9) 
(3) 
(5) 

(10) 


Chemicals-diversified 


Industry  medians      6.3      217.5 


227.0 


Chemicals-specialized 


5.5 

4.7 

8.7 

69.5 

59.3 

21.4 

113.7 


11.9 
32.4 
37.5 
56.0 
90.5 


Capital  goods-other  industrial  equipment 


18.6 
55.7 
19.7 
17.6 
24.7 

15.3 
35.0 
29.1 
10.3 
18.3 
18.6 


1 

Dow  Chemical 

15.2 

302.6 

(1) 

397.9 

(1) 

62.2 

2 

Rohm  &  Haas 

12.6 

214.3 

(6) 

224.6 

(6) 

12.9 

3 

Ei  du  Pont 

10.1 

275.5 

(3) 

260.8 

(4) 

138.5 

4 

FMC 

7.4 

165.8 

(8) 

119.7 

(10) 

23.5 

4 

Monsanto 

7.4 

220.6 

(5) 

229.4 

(5) 

40.2 

6 

Hercules 

5.1 

157.5 

(9) 

186.4 

(7) 

18.6 

7 

Union  Carbide 

-0.5 

283,3 

(2) 

396.5 

(2) 

17.2 

8 

Olin 

-0.9 

153.7 

(10) 

135.9 

(9) 

14.8 

9 

BF  Goodrich 

-5.5 

169.8 

(7) 

156.0 

(8) 

14.6 

10 

Quantum  Chemical 

-13.4 

271.0 

(4) 

348.7 

(3) 

9.2 

1  Lyondell  Petrochem  98.2  2,535.0  (1)  654.4  (2)  2.3 

2  Georgia  Gulf  56.4  769.8  (2)  381.6  (4)  1.1 

3  IntI  Flavors  &  Frags  40.2  242.2  (6)  289.9  (8)  4.2 

4  Ethyl  35.3  440.1  (3)  1.351.3  (H  5.9 

5  Gt  Lakes  Chemical  28.6  237.7  (7)  299.8  (7)  5.5 


Rank 

6 
7 
8 
9 
10 


Company 

Lubrizol 

Naico  Chemical 

Cabot 

Loctite 

Betz  Laboratories 


Per  employee  ($000) Empteyees 

Profits      Sales  (rank)      Assets  (rank)      (000) 


11  Sigma-Aldrich 

12  Air  Prods  &  Chems 

13  IMC  Fertilizer  Group 

14  Morton  International 

15  Freeport-McMoRan 

16  Witco 

17  Sherwin-Williams 

18  WR  Grace 


23.6 
21.7 
21.3 
19.8 
19.7 

18.9 
17.7 
15.0 
14.4 

12.9 

10.4 

7.8 

4.4 


282.1  (4) 

194.9  (12) 

259.6  (5) 

154.4  (15) 

173.8  (14) 


223.9 
208.7 
278.0 
145.5 
124.2 


(10) 
(11) 
(9) 
(14) 
(16) 


139.5 
207.5 
183.3 
197.6 

211.5 
229.9 
153.7 
123.1 


(17) 
(10) 
(13) 
(11) 

(9) 

(8) 

(16) 

(18) 


Industry  medians    19.8      209.5 


134.4  (15) 

308.9  (6) 

313.9  (5) 

201.7  (12) 

477.4  (3) 

168.9  (13) 

97.5  (18) 

122.2  (17) 

251.0 


1  AST  Research  28.3 

2  Apple  Computer  22.5 

3  Cray  Research  22.1 

4  Sun  Microsystems  16.6 

5  Compaq  Computer  12.1 


6 
7 
8 
9 
10 


Hewlett-Packard 

Data  General 

Intergraph 

Harris  Corp 

Amdahl 


11  IBM 

12  Tandem  Computers 

13  Digital  Equipment 

14  Unisys 

15  Wang  Laboratories 


9.4 
8.1 
7.1 
2.8 
0.5 

-1.6 

-6.0 

-7.1 

-20.6 

-20.7 


333.6  (2) 

448.6  (1) 

168.3  (9) 

288.3  (5) 

302.9  (4) 

165.0  (10) 
126.9  (12) 

120.1  (13) 
93.5  (16) 

188.1  (6) 


180.6 
174.9 
116.2 
128.3 


(7) 

(8) 

(14) 

(11) 


105.8  (15) 


207.8  (7) 

258.7  (3) 

210.5  (6) 

195.3  (8) 
261.7  (2) 

135.5  (10) 

104.2  (12) 

100.2  (13) 

75.4  (15) 
258.1  (4) 

257.7  (5) 

177.5  (9) 

97.5  (14) 

124.4  (11) 
71.5  (16) 


16 


Itel  -23.2      318.7     (3)       596.6      (1) 


Industry  medians      5.0      171.6 


186.4 


Industry  medians 


124.5 


123.3 


5.2 
6.3 
5.7 
3.6 
3.8 

4.2 

14.3 

6.0 

10.0 

7.5 

7.1 

16.5 

49.2 


Computers  &  communications-major  systems 


2.5 
14.5 

5.1 
12.0 
10.8 

90.6 

9.6 

10.0 

32.1 

9.1 

358.8 
11.1 

122.5 

67.8 

18.3 

5.3 


Computers  &  communicationsi>eripherals 


1 

Cisco  Systems 

154.7 

642.3 

(2) 

575.1 

(1) 

0.4 

2 

Intel 

33.4 

195.1 

(4) 

256.9 

(3) 

24.5 

3 

Cabletron  Systems 

31.1 

155.9 

(7) 

123.3 

(8) 

1.7 

4  IntI  Game  Technology 

16.1 

114.0 

(9) 

166.6 

(5) 

2.2 

5 

Advanced  Micro 

12.5 
10.5 

105.5 
124.5 

(12) 
(8) 

111.1 
121.0 

(11) 
(9) 

11.6 

6 

AMP 

24.9 

7 

Conner  Peripherals 

10.4 

179.8 

(5) 

150.1 

(7) 

8.9 

8 

Molex 

9.2 

108.2 

(11) 

113.1 

(10) 

6.8 

8 

Storage  Technology 

9.2 

156.1 

(6) 

167.5 

(4) 

10.2 

10 

Merisel 

7.9 

1,159.0 

(1) 

371.8 

(2) 

1.4 

U 

Avnet 

6.9 

229.7 

(3) 

159.4 

(6) 

7.4 

12 

Motorola 

4.4 

109.6 

(10) 

90.6 

(12) 

103.5 

13 

Seagate  Technology 

-0.3 

65.7 

(14) 

42.9 

(14) 

40.7 

14 

Natl  Semiconductor 

-4.5 

53.5 

(15) 

33.7 

(15) 

31.3 

15 

Texas  Instruments 

-6.1 

101.8 

(13) 

75.2 

(13) 

66.6 

262 
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Republic's  number  one  prioriU^  is  protecting 
our  clients'  funds.  That's  why  \ve  rank  number 
one,  among  large  U.S.  banks,  in  total  risk- 
weighted  capital  ratio. 

Safetv'  breeds  strength.  And  in  today's 
uncertain  times,  Maria  Alba  knows  you  need  a 
bank  that  offers  the  best  combination  of  safety, 
strength  and  service.  Bear  Steams  recently  wTote 
about  Republic  '  'Its  operating  ptnlosof4ty  based  on 
depositor  safety  and  high  prodiictriity  fjas  residted  m 
record  earnings  during  a  period  u^mi  most  batiks  are 
struggUng." 

If  you  would  like  more  information  about  a 


bank  that  is  dedicated  to  your  protection...write 
for  our  latest  Quarteriy  Report  to:  Information 
Center,  Republic  National  Bank  of  New  York, 
Fifth  A\'enue  at  40th  Street  New  York,  N.Y. 
10018.  Or  aU  (212)  221-6056.  Outskie  New 
Yoric  City:  (800)  522-5214. 

REPUBLIC 

NAnONAL  BANK 

OF  NEW  YORK 


ASAFKABANK 


I 


NEW  YORK   GENEVA  •  TOKYO    LONDON  -  ZLTUCH  •  LUGANO  •  LUXEMBOURG  •  PARK  •  MONTE  CARLO  -  GIBRALTAR 
MILAN  ■  GLTRNSE^  •  BEIRUT  •  VUAVfl  -  U36  ANCH^  •  BEVERLY  HILLS  •  NASSAU  -  CAYT»AAN  ISLANDS  - 1^^ 
HONG  KONG  •  TAIPH  •  J  AK„\KTA  •  VK3NTEVTDB3  •  in.'Nn^A  DEL  EFTE  •  BLT>X36  AIRES  •  S^^^ 
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THE  FORBES  SOQs 


Rank  Company       Per  employee  ($000) Employees 

Profits      Sales  (rank)      Assets  (rank)      (000) 


Rank  Company      Per  employee  ($000) 

Profits      Sales  (rank) 


-     Employees 
Assets  (rank)      (000) 


Computers  &  communications'software 


Consumer  durables-appliances 


1 

Microsoft 

83.9 

328.4 

(1) 

307.1 

(2) 

6.9 

1 

Whirlpool 

4.6 

182.9 

(1) 

174.1 

(1) 

37.0 

2 

Novell 

70.0 

270.0 

(2) 

302.9 

(3) 

2.6 

2 

Maytag 

3.4 

126.9 

(2) 

108.3 

(3) 

23.4 

3 

BMC  Software 

54.6 

226.3 

(3) 

268.9 

(4) 

0.8 

3 

Black  &  Decker 

1.3 

113.1 

(3) 

134.9 

(2) 

41.0 

4  Computer  Associates 

25.4 

211.4 

(4) 

339.4 

(1) 

6.8 

4 

Brunswick 

-1.2 

104.4 

(4) 

92.8 

(4) 

20.0 

5 

Lotus  Development 

11.0 

210.9 

(b) 

184.6 

(b) 

3.9 

6 

Oracle  Systems 
Borland  IntI 

Industry  medians 

4.7 
-34.0 

25.4 

152.0 
211.2 

211.4 

(7) 
(5) 

106.3 
162.5 

268.9 

(7) 
(6) 

7.1 
2.4 

Industry  medians 

2.4 

120.0 

121.6 

7 

Consumer  durables-automobiles  &  trucks 

1 
2 

Paccar 
Chrysler 

3.7 
-5.4 

215.1 
293.9 

(4) 
(1) 

251.7 
430.9 

(3) 
(2) 

10.9 

Computers  &  communications-telecommunications 

99.9 

3 

General  Motors 

-6.6 

162.7 

(b) 

243.5 

(b) 

756.3 

1 

Citizens  Utilities 

48.1 

234.6 

(2) 

737.6 

(2) 

2.3 

4 

Ford  Motor 

-6.8 

265.4 

(2) 

524.3 

(1) 

332.7 

2  MCI  Communications 

22.5 

344.1 

(1) 

350.9 

(7) 

24.5 

5 

Navistar  IntI 

-11.5 

255.6 

(3) 

243.9 

(4) 

13.8 

3 

Southwestern  Bell 

18.1 

145.9 

(13) 

362.5 

(5) 

64.0 

4  1 

Rochester  Telephone 
Bell  Atlantic 

Alltel 

17.3 
16.9 

16.2 

166.4 
156.1 

150.2 

(7) 
(9) 

(11) 

349.1 
354.5 

239.5 

(8) 
(6) 

4,2 
78.7 

Industry  medians 

-6.6 

255.6 

251.7 

5 

Consumer  durables-automotive  parts 

1                     Bandag    32.6      238.5     (1) 

180.9 

(1) 

6 

(17) 

11.6 

2.4 

7 

Pacific  Telesis 

15.9 

154.5 

(10) 

341.0 

(9) 

64.0 

2 

Genuine  Parts 

12.5 

207.5 

(2) 

88.6 

(7) 

16.6 

8 

Ameritech 

15.6 

144.5 

(15) 

297.7 

(14) 

74.9 

3  Cooper  Tire  &  Rubber 

12.4 

156.8 

C^) 

105.0 

(6) 

6.4 

9 

BellSouth 

15.2 

145.9 

(13) 

312.5 

(11) 

99.0 

4 

Snap-on  Tools 

10.2 

122.4 

(8) 

127.1 

(4) 

7.2 

10 

Centel 
>o  New  Eng  Telecom 

15.0 

109.3 

(19) 
(16) 

323.2 
301.2 

(10) 

10.8 

5 
6 

PPG  Industries 
Echlin 

6.0 
2.5 

168.3 
94.5 

(4) 
(13) 

179.7 
68.5 

(2) 
(12) 

33.7 

11  5 

10.7 

139.0 

(13) 

11.7 

17.8 

12 

Corning 

10.5 

109.9 

(18) 

129.9 

(19) 

29.7 

7 

Johnson  Controls 

2.3 

107.3 

(11) 

65.7 

(14) 

43.1 

13 

GTE 

9.3 

115.8 

(17) 

250.4 

(15) 

169.5 

8 

Eaton 

2.0 

93.6 

(14) 

85.4 

(8) 

36.1 

14 

Sprint 

8.5 

203.5 

(5) 

242.5 

(16) 

43.2 

9 

Arvin  Industries 

1.4 

98.9 

(12) 

66.4 

(13) 

16.9 

15 

US  West 
Nynex 

8.4 
6.8 

161.1 

(8) 
(12) 

424.3 
309.3 

(3) 
(12) 

65.6 
88.8 

10 
11 

Goodyear 
Dana 

0.7 
0.4 

109.1 
127.7 

(9) 
(7) 

85.1 

(10) 

100.0 

16 

148.9 

116.3 

(5) 

36.0 

17 

American  Tel  &  Tel 

1.6 

195.3 

(6) 

165.2 

(18) 

323.0 

12 

TRW 

-1.9 

107.7 

(10) 

76.7 

(11) 

73.5 

18 

McCaw  Cellular 

-55.8 

217.2 

(3) 

1,386.5 

(1) 

6.3 

13 

Cummins  Engine 

-2.7 

142.5 

(6) 

85.4 

(8) 

23.9 

19 

Metro  Mobile  CTS  -89.7 

214.8 

(4) 

374.0 

(4) 

1.1 

14 

Varity 

-9.5 

169.9 

(3) 

170.5 

(3) 

18.7 

Industry  medians    15.0      154.5 


323.2 


Industry  medians      2.2      125.1 


87.0 


Construction-builders 


Consumer  durables-home  furnishings 


1 

Fluor 

7.8 

314.7 

(2) 

113.2 

(4) 

20.9 

1              Rubbermaid 

16.7 

170.9 

(1) 

127.6 

(1) 

9.8 

2 

Foster  Wheeler 

4.8 

219.9 

(3) 

180.5 

(2) 

9.1 

2                 Newell  Co 

11.0 

109.7 

(3) 

101.9 

(2) 

10.2 

3 

CBI  Industries 

4.7 

124.2 

(5) 

113.8 

(3) 

13.0 

3              Premark  IntI 

4.1 

114.0 

(2) 

82.3 

(4) 

24.7 

4 

Turner  Corp 

3.9 

921.5 

(1) 

244.1 

(1) 

2.9 

4  Armstrong  World  Inds 

2.0 

101.4 

(4) 

89.3 

(3) 

24.1 

5 

Morrison  Knudsen 

2.8 

159.2 

(4) 

83.2 

(5) 

12.4 

5      Springs  Industries 

1.3 

87.9 

(5) 

58.2 

(5) 

21.5 

Industry  medians      4.7      219.9 


113.8 


Industry  medians      4.1      109.7 


89.3 


Construction-other  materials 


Consumer  nondurables-personal  products 


Vulcan  Materials 

Masco 

Manville 

USG 


8.2 

1.1 
-0.7 
-13.6 


Owens-Corning  -31.4 


157.3 
77.3 
119.5 
145.1 
169.7 


(2) 
(5) 
(4) 
(3) 
(1) 


Industry  medians    -0.7      145.1 


167.6 
93.1 
177.2 
137.8 
128.4 

137.8 


(2) 

(5) 
(1) 
(3) 
(4) 


6.4 
40.7 
16.9 
11.8 
16.4 


Construction-residential  builders 


PHM 

Centex 

Ryland  Group 


22.5 
5.7 
4.1 


641.6 
414.5 
524.8 


(1) 
(3) 
(2) 


Industry  medians      5.7      524.8 


1,921.2  (1) 

386.7  (3) 

1,538.1  (2) 

1,538.1 


1.9 
5.2 
2.3 


1  Tambrands  20.3  169.4  (5) 

2  Procter  &  Gamble  19.6  308.9  (1) 

3  DuracelllntI  14.6  203.8  (4) 

4  Gillette  13.9  152.1  (9) 

5  Kimberly-Clark  12.5  166.8  (6) 

6  Carter-Wallace  10.9  159.7  (8) 

7  Clorox  10.7  289.4  (2) 

8  Service  Corp  IntI  7.1  62.5  (13) 

9  Colgate-Palmolive  5.0  243.4  (3) 

10  Avon  Products  4.5  118,2  (10) 

11  James  River  Corp  Va  2.0  118.2  (10) 

12  Dial  -0,2  101,0  (12) 

13  Scott  Paper  -2.3  166,2  (7) 

Industry  medians  10.7  166.2 


100.1 
259.7 
292.5 
126.2 
139.1 
136.5 
255.8 
206.3 
181.2 
56.9 
145.8 
109.6 
216.8 

145.8 


(12) 
(2) 
(1) 

(10) 
(8) 
(9) 
(3) 
(5) 
(6) 

(13) 
(7) 

(11) 
(4) 


3,9 
91.4 

7.8 
30.8 
40,6 

4.2 

5.8 
10.3 
24.9 
30.4 
38.6 
32.8 
29.9 
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his  is  a  moment  for  a  JVIacanudo; 


A  goffer's  moment  to  remember  has  a  way  of  etchir^g  itself  in  the  mind  for  a  lifetime. 

ArxJ  whether  your  handicap  is  5  or  35,  there  is  always  one  unlikely  putt  or  one  improbable 

approach  or  one  unforgettable  drive  that  stands  above  all  the  rest 

Such  moments  to  rerrtember  are  made  for  a  Macanudo  cigar  For  in  an  age  when  speec 

s  all  too  often  the  order  of  the  day  the  men  of  Macanudo  still  take  more  than  two  years  to 

turn  the  finest  tobaccos  in  the  wodd  into  cigars  made  entirely  by  hand- 
Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  aN  the  taste  and 

aroma  of  the  ultimate  agar 
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Rank  Company      Per  employee  ($000> 

Profits      Sales  (rank) 


-     Employees 
Assets  (rank)      (000) 


Consumer  nondurables-photography  &  toys 

1                    Polaroid    57.5      174.2     (2) 

159.0 

(3) 

11.9 

2                       Mattel      8.6      117.9     (4) 

77.1 

(4) 

13.8 

3                      Hasbro      8.5      223.8     (1) 

203.8 

(1) 

9.6 

4          Eastman  Kodak      0.1      145.1     (3) 

180.6 

(2) 

133.8 

Industry  medians      8.6      159.7 


169.8 


Consumer  nondurables-textiles  &  apparel 


1  NIKE  63.3  654.3 

2  Reebok  International  60.9  709.5 

3  Liz  Claiborne  34.3  308.8 

4  Stride  Rite  18.1  157.4 

5  Unifi  9.0  192.0 

6  Fruit  of  the  Loom  4.0  58.8 

7  Russell  3.9  55.3 

8  VF  3.6  66.0 

9  Shaw  Industries  2.4  106.2 

Industry  medians  9.0  157.4 


(2) 
(1) 
(3) 
(5) 
(4) 

(8) 
(9) 

(7) 
(6) 


365.1 

371.3 

180.8 

91.0 

96.5 


(2) 
(1) 
(3) 
(5) 
(4) 


76.4  (6) 
56.3  (7) 

47.5  (9) 

53.6  (8) 

91.0 


Electric  utilities-nortti  central 


1  Detroit  Edison 

2  Union  Electric 

3  Ipaico  Enterprises 

4  Ohio  Edison 

5  DPL 


6 

7 

8 

9 

10 


Cincinnati  G&E 

Kansas  City  P&L 

Wisconsin  Energy 

Nipsco  Industries 

DQE 


11  No  States  Power 

12  Minnesota  Power  &  Lt 

13  Centerior  Energy 

14  Cipsco 

15  Illinois  Power 


16 
17 
18 
19 
20 


American  Electric 

Midwest  Resources 

WPL  Holdings 

Commonwealth  Ed 

CMS  Energy 


59.7 
46.8 
42.0 
39.9 
39.0 

38.7 
36.2 
33.1 
31.7 
31.1 

30.7 
29.9 
27.8 
26.6 
24.5 

22.2 
22.1 
21.2 
4.9 
-27.5 


377.5 
305.4 
266.6 
355.4 
325.5 

283.8 
287.6 
268.8 
335.6 
279.3 

301.9 
191.5 
300.3 
266.3 
330.8 

224.6 
330.6 
211.5 
320.9 
310.0 


(1) 
(9) 
(16) 
(2) 
(6) 

(13) 
(12) 
(15) 
(3) 
(14) 

(10) 
(20) 
(11) 
(17) 
(4) 

(18) 
(5) 

(19) 
(7) 
(8) 


1,099.9  (4) 

835.1  (10) 

753.7  (13) 

1,177.1  (3) 

971.7  (6) 


856.8 
911.5 
610.5 
797.5 
916.3 

651.5 
649.6 

1,407.6 
646.9 

1.182.5 


(9) 

(8) 

(19) 

(11) 

(7) 

(15) 
(16) 

(1) 
(17) 

(2) 


Industry  medians    30.9      301.1 


816.3 


Electric  utilities-northeast 


1  Philadelphia  Elec  53.1 

2  Long  Island  Lighting  46.2 

3  Pennsylvania  P&L  42.8 

4  Atlantic  Energy  41.9 

5  Potomac  Electric  40.8 

5  Pub  Svc  Enterprise  40.8 

7  NY  State  E&G  35.7 

8  Allegheny  Power  32.5 

9  New  England  Electric  32.1 
10  Consolidated  Edison  29.4 


5.0 
3.9 
6.5 
3.7 
5.3 

27.7 
14.5 
44.8 
15.3 


9.5 
6.9 
2.4 
6.6 
3.1 

5.4 
2.9 
5.7 
4.6 
4.3 

7.3 
2.5 
8.6 
2.7 
4.5 


628.7 

(18) 

22.5 

775.2 

(12) 

3.1 

448.6 

(20) 

3.1 

1,027.2 

(5) 

19.6 

653.0 

(14) 

9.5 

395.1 

(1) 

1.247.9 

(2) 

10.1 

385.1 

(2) 

1,442.0 

(1) 

6.6 

314.2 

(9) 

973.9 

(8) 

8.1 

380.6 

(5) 

1,052.6 

(5) 

2.0 

301.4 

(12) 
(4) 

1,136.7 
1,112.1 

(3) 

5.2 

382.1 

(4)' 

13.3 

329.6 

(8) 

1,043.2 

(6) 

4.7 

382.3 

(3) 

813.2 

(10) 

6.0 

374.0 

(6) 

794.7 

(12) 

5.6 

304.5  (10) 

576.0 

(17) 

19.3 

Rank  Company      Per  employee  ($000) Emptoyees 

Profits      Sales  (rank)       Assets  (rank)      (000) 


29.3 
28.8 
24.7 
20.7 


340.5 
302.6 
260.0 
287.3 


11  Northeast  Utilities 

12  Delmarva  Power  &  Lt 

13  Baltimore  G&E 

14  Niagara  Mohawk  Pwr 

15  Boston  Edison 

16  Public  Sen/ice  NH 

17  American  Water  Work 

18  General  Public  Utils 

Industry  medians    30.8      309.4 


(7) 
(11) 
(16) 
(13) 


838.6  (9) 

810.8  (11) 

748.2  (13) 

700.0  (14) 


825.9 


Electric  utilities-south  central 


Southwestern  PS 

Central  &  So  West 

Entergy 

Oklahoma  G&E 

Houston  Industries 

Gulf  States  Utils 

Texas  Utilities 


49.9 
44.2 
36.9 
35.4 
31.7 
25.5 
-26.9 


334.8 
359.4 
310.0 
347.5 
337.0 
355.0 
321.1 


(5) 
(1) 
(7) 

(3) 
(4) 
(2) 
(6) 


Industry  medians    35.4      337.0 


753.3 
1.108.1 
1.100.4 
678.3 
912.2 
1.441.4 
1.233.2 

1,100.4 


(6) 
(3) 
(4) 
(7) 
(5) 
(1) 
(2) 


Electric  utilities-southeast 


1 

Carolina  Power  &  Lt 

46.5 

2 

KU  Energy 

38.6 

3 

Dominion  Resources 

35.9 

4 

TECO  Energy 

31.5 

5 

Duke  Power 

31.0 

6 

Scana 

29.1 

7 

Southern  Co 

28.9 

8 

LG&E  Energy 

25.0 

9 

Florida  Prc^ess 

22.6 

10 

FPL  Group 

15.7 

331.6  (2)  928.8 

281.2  (4)  682.1 

295.8  (3)  875.1 

250.1  (7)  614.1 

202.8  (10)  556.4 


(1) 
(6) 
(2) 
(9) 
(10) 


Electric  utilities-western 


Paget  Sound  P&L 

San  Diego  G&E 

SCEcorp 

Pacific  G&E 

Washington  Water 


51.0 
49.6 
40.8 
38.8 
35.5 


6  PacifiCofp    31.6 

7  Montana  Power    28.3 

8  Public  Service  Colo    22.7 

9  Hawaiian  Electric    16.4 
10  Pinnacle  West  -23.9 


367.8 
426.5 
435.7 
369.7 
278.7 

249.8 
251.4 
272.5 
325.0 
188.9 


(4) 
(2) 
(1) 
(3) 
(6) 

(9) 
(8) 
(7) 
(5) 
(10) 


Industry  medians    33.6      301.9 


1.024.9 
893.3 

1.052.3 
865.8 
748.0 

824.5 
558.2 
527.1 
1.170.8 
830.5 

848.2 


(3) 
(4) 
(2) 
(5) 
(8) 

(7) 
(9) 
(10) 
(1) 
(6) 


8.1 

2.8 

9.5 

11.8 


20.2 

281.0 

(14) 

664.3 

(15) 

4.7 

19.7 

201.4 

(17) 

983.8 

(7) 

2.7 

18.3 

157.6 

(18) 

558.0 

(18) 

4.0 

17.7 

274.9 

(15) 

603.6 

(16) 

12.3 

2.2 

8.5 
13.1 

3.8 
13.2 

4.8 
15.2 


245.7  (8)  707.6  (5) 

265.4  (6)  754.4  (3) 

215.5  (9)  619.3  (8) 
272.4  (5)  659.9  (7) 

342.6  (1)  736.4  (4) 

Industry  medians    30.1      268.9  694.9 


8.1 
2.1 

12.8 
4.6 

18.8 

4.7 

30.3 

3.3 

7.6 

15.3 


2.6 

4.2 

17.2 

26.5 

2.0 

16.0 
3.7 
6.6 
3.3 
7.8 


Energy-gas  distributors 

1  Nicor    30.2 

2  UtiliCorp  United    20.0 

3  Brooklyn  Union  Gas    18.0 

4  Kansas  Power  &  Light    15.9 

5  Southwest  Gas    -4.9 

421.1 
292.6 
277.0 
255.6 
2766 

(1) 
(2) 
(3) 
(5) 
(4) 

633.3 
653.7 
503.6 
466.4 
1.205.4 

633.3 

(3) 
(2) 
(4) 
(5) 
(1) 

3.6 
3.7 
3.6 
4.5 
2.9 

Industry  medians    18.0 

277.0 

^HI^I^H 
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Only  one  corporate  travel  payment  system 
can  keep  your  people  in  the  air  ana  your  costs  on 
the  ground.  The  Air  Travel  Card  Payment 
System.  It  has  no  annual  fees,  no  interest 
charges  and  no  per-card  charges.  So  with 
the  Air  Travel  Card,  all  you  pay  for  is  air  travel 

And,  because  it's  the  airlines  payment  , 
system,  it's  instantly  accepted  on  over  2(X)  airlines 
worldwide  and  can  provide  your  company  with  a 
variety  of  billing  formats,  management  reports  — 


^"»»* 


even  customized  billing.  Plus,  automatic 
insurance  every  time  you  use  it. 
For  more  information  on  how  to  keep 
your  people  up  and  your 
costs  down,  call  1-800- 
222-4688  (in  the  Distnct 
of  Columbia,  call  626-4224). 


AIRTRAVEL 
CARD 


THE  SMMTEST  ROUTE' 


Call  I  800-222-4688,  Or  See  Your  Tratft  .Agent  orAtrltne  Representative. 


When  Three 

Microprocessors  Talk 

To  Each  Other,  What  Do 

They  Talk  About? 

C  omputer  conversation:  It  could  be  about  something  as  ordi- 
nary as  wheel  speed  or  as  esoteric  as  steering  angle  rate  of 
change.  Or  any  of  thousands  of  bits  of  electronic  inforrDotion  that 
help  make  Continental  one  of  the  world's  most  capable  and 


comfortable  luxury  cars.  C  onsider  for  example,  Continenta 
EEC-IV  drivetroin  core  computer-the  same  system  that  regulate 
the  powerful  engine  of  the  Benetton/Ford  Formula  One  race  car 
Continental,  EEC-IV  controls  all  vital  engine  functions  includin 
fuel  injection  and  ignition  timing,  then  coordinates  engine  operc 
tion  and  electronic  transmission  shifting  for  a  near  seamless  flo> 
of  power   f  urther  enhancing  this  smooth  sensation  of  drivin 
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Base  is  a  computerized  suspension  system.  Here,  duol-rote  gas 
pressurized  shock  absorbers  and  air  springs  are  electronically 
regulated  to  optimize  ride  and  handling.  The  result  is  a  reassuring 
sense  of  confident  control  and  on  extraordinary  sense  of  riding 
comfort.  T  o  this,  odd  the  stability  of  computer-controlled  four- 
wheel  disc  anti-lock  braking  (ABS).  The  precision  of  computer- 
•^egulated  speed -sensitive  power  steering.  The  peace  of  mind  of  a 


driver-  and  passenger-side  air  bag  Supplemental  Restraint  Sys- 
tem. A  dd,  in  brief,  a  keenly  proficient  array  of  microprocessor- 
managed  driving  systems.  Systems  that  help  moke  Continental 
one  of  today's  most  advanced  luxury  cars.  Something  well  worth 
talking  about. 

LINCOLN 

What  A  Luxury  Car  Should  Be. 


For  more  information  on  tl 


olns.coll  1-800  446-8888 
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THE  FORBES  SOOs 


Rank  Company      Per  employee  ($000> 

Profits      Sales  (rank) 


-     Employees 
Assets  (rank)      (000) 


Ener^-gas  producers  &  pipeliners 


1  Burlington  Resources 


Enron 

Williams  Cos 

Panhandle  Eastern 

Sonat 
Coastal  Corp 


44.1 
33.7 
17.1 
15.1 
12.0 
5.9 


376.3 
1,886.4 
327.4 
434.5 
259.0 
585.8 


Transco  Energy  -30.6      499.9 
Industry  medians    15.1      434.5 


(5) 
(1) 
(6) 
(4) 
(7) 
(2) 
(3) 


1,349.6 
1,405.3 
660.7 
1,093.6 
584.8 
582.0 
840.8 

840.8 


(2) 

4.7 

(1) 

7.2 

(5) 

6.4 

(3) 

5.6 

(6) 

5.5 

(7) 

16.3 

(4) 

5.5 

Energy-integrated  gas 


1  Equitable  Resources  28.4  301.1 

2  Questar  24.5  241.9 

3  Consol  Natural  Gas  21.8  336.8 

4  Enserch  1.7  256.2 

5  Arkia  1.4  297.3 

6  Pacific  Enterprises  -2.1  157.8 

7  Columbia  Gas  System -75.0  243.0 

Industry  medians  1.7  256.2 


(2) 
(6) 
(1) 
(4) 
(3) 
(7) 
(5) 


609.3 
466.6 
647.4 
285.8 
531.5 
160.2 
597.3 

531.5 


(2) 

2.3 

(5) 

2.6 

(1) 

7.7 

(6) 

11.1 

(4) 

9.4 

(7) 

41.8 

(3) 

10.6 

Energy-international  oils 


1 

Exxon 

54.6 

1,003.4 

(1) 

854.2 

(1) 

102.5 

2 

Texaco 

32.6 

939.1 

(2) 

659.7 

(2) 

39.7 

3 

Mobil 

28.5 

831.5 

(3) 

625.9 

(4) 

67.4 

4 

Chevron 

23.7 

667.0 

(4) 

633.6 

(3) 

54.7 

5 

Amoco 

21.6 

466.2 

(5) 

561.7 

(5) 

54.3 

Industry  medians    28.5      831.5 


633.6 


Energy-oilfield  services 


1 

Baker  Hughes 

7.7 

130.2 

(2) 

137.2 

(1) 

21.1 

2 

Dresser  Industries 

4.2 

142.0 

(1) 

98.3 

(2) 

32.5 

3 

Halliburton 

0.4 

93.3 

(3) 

66.7 

(3) 

75.2 

Industry  medians      4.2      130.2 


98.3 


Energy-other  energy 


1  Union  Texas  Petrol  200.7  700.6  (3) 

2  Valero  Energy  53.2  545.5  (9) 

3  Tosco  42.8  1,125.5  (1) 

4  Atlantic  Richfield  25.5  613.9  (4) 

5  Peoples  Energy  20.6  325.8  (18) 

6  Mapco  20.2  423.7  (14) 

7  Kerr-McGee  15.8  510.5  (11) 

8  Occidental  Petroleum  11.7  372.8  (17) 

9  Fina  11.0  870.9  (2) 

10  Amerada  Hess  8.2  607.4  (5) 

11  Oryx  Energy  7.3  570.8  (6) 

12  Diamond  Shamrock  6.3  436.6  (13) 

13  Ashland  Oil  5.6  275.6  (19) 

14  Phillips  Petroleum  4.3  558.9  (7) 

15  Pennzoil  4.2  151.9  (20) 


1,610.4  (2) 

798.3  (5) 

551.7  (9) 
882.6  (3) 

478.8  (13) 


273.0 
533.4 
595.1 
746.7 
857.0 


(17) 

(11) 

(7) 

(6) 

(4) 


1,694.2  (1) 

207.2  (18) 

161.6  (19) 

508.8  (12) 

314.5  (16) 


1.4 
1.9 
1.8 
27.8 
3.4 

6.2 
6.4 

27.1 
3.8 

10.3 

2.6 

5.9 

33.2 

22.6 

16.6 


Company      Per  employee  ($000) Empk>yees 

Profits  Sales  (rank)  Assets  (rank)  (000) 

Unocal      4.2  557.2     (8)  565.8      (8)  17.4 

Crown  Central  Pet    -1.4  409.5  (15)  159.6    (20)  4.3 

Murphy  Oil    -2.8  399.2  (16)  542.3    (10)  4.0 

USX-Marathon    -2.9  497.3  (12)  470.2    (14)  24.8 

Sun  Co -20.4  537.0(10)  376.7    (15)  19.0 

Industry  medians      7.8  523.8  537.9 


Rank 

15 
17 
18 
19 
20 


Entertainment  &  information-broadcasting 


1  King  World  Prods  202.5  1,093.7 

2  BHCCommun  128.4  311.8 

3  Capital  Cities/ABC    18.9  270.8 

4  Paramount  Commun    11.9  328.1 

5  Turner  Broadcasting    11.3  389.3 

6  Tele-Communication    -6.1  114.9 

7  Viacom    -9.3  342.3 

8  CBS  -13.4  473.8 

9  Comcast  -43.2  200.3 

Industry  medians    11.3  328.1 


(1) 
(6) 
(7) 
(5) 
(3) 

(9) 

(4) 
(2) 
(8) 


1,279.3 

2,349.0 

336.9 

561.6 

593.2 


(2) 
(1) 
(9) 
(6) 
(5) 


375.5  (8) 

837.7  (3) 

436.9  (7) 

776.0  (4) 

593.2 


Entertainment  &  information-publish;ng 


1  Reader's  Digest  Assn  29.8 

2  Washington  Post  19.7 

3  Tribune  11.0 

4  McGraw-Hill  10.8 

5  Dun  &  Bradstreet  8.4 

6  Gannett  8.2 

7  Dow  Jones  7.5 

8  RR  Donnelley  &  Sons  7.0 

9  EW  Scripps  6.6 
10  Knight-Ridder  6.5 


333.1 
229.1 
157.7 
141.8 
76.5 


(1) 
(3) 
(6) 
(7) 
(15) 


258.5 
246.9 
216.7 
184.3 
78.7 


(2) 
(4) 
(5) 
(7) 
(15) 


92.2  (14) 

180.3  (4) 

133.6  (8) 

131.9  (9) 

109.6  (11) 


100.4  (14) 

258.2  (3) 

116.2  (12) 
173.4  (8) 

114.3  (13) 


11 
12 
13 
14 
15 
16 


Interpublic  Group  5.6 

New  York  Times  4.6 

American  Greetings  4.4 

Times  Mirror  2.9 

Time  Warner  -2.4 

General  Cinema  -6.6 


97.3 
166.2 

71.9 
127.1 
285.6 

92.3 


(12) 
(5) 

(16) 

(10) 
(2) 

(13) 


Industry  medians      6.8      132.8 


165.7 
207.6 
70.0 
142.5 
591.6 
131.1 

169.6 


(9) 

(6) 

(16) 

(10) 

(1) 

(11) 


1  Morgan  Stanley  67.0  957.3 

2  Salomon  56.7  1,026.7 

3  Bear  Stearns  Cos  41.0  445.4 

4  Merrill  Lynch  18.0  319.9 

5  Charles  Schwab  14.5  233.9 

6  PaineWebber  Group  11.8  247.3 

7  AG  Edwards  11.2  104.0 


(2)  8,988.3 
(1)  10,900.0 

(3)  9.638.6 
2,231.8 
1,478.2 
1.767.3 

174.4 


(4) 
(6) 
(5) 
(7) 


(3) 
(1) 
(2) 
(4) 
(6) 
(5) 
(7) 


Industry  medians    18.0      319.9  2.231.8 


0.5 

0.8 

19.9 

12.4 

3.8 

33.0 
5.0 
6.4 
3.6 


7.4 

6.0 

12.9 

13.7 

60.7 

36.7 
9.6 

29.3 
9.9 

20.4 

16.8 
10.3 
21.1 
28.4 
42.1 
38.8 


Financial  services-brokerage  &  commodity 


7.1 
8.9 
5.7 

38.7 
3.4 

12.8 
8.2 
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The  Best  Deal 

In  New  York  Since 

Manhattan 

SoldFor$24 

Let  Helmsley  Hotels  Customize  Your 
Corporate  Traveler  Program. 


For  the  first  time,  we're  offering  you 
a  program  especially  for  business 
travelers.  It's  designed  to  make  New 
York  business  trips  a  little  easier,  more 
comfortable  and  less  expensive. 

Helmsley  Hotels  Corporate  Traveler 
Program  is  customized  to  your  specific 
needs.  Whether  you're  a  small  com- 
pany that  occasionally  books  travel 


to  New  York,  or  a  large  one  with 
executives  visiting  all  the  time,  we  can 
quickly  tailor  a  program  at  any  of  our 
six  strategically  located  hotels. 

For  further  information  or  a 
specific  proposal,  contact  your  travel 
professional,  or  call  our  Corporate 
Desk  at  212-888-1624  or 

800-22M982. 


Helmsley  Hotels 


a 


Right  Where  Yoi  Want  T[)  Be  In  New  York" 


The  Helmsley  Palace 
The  Helmsley  Park  Lane 
The  New  York  Helmsley 


The  Helmsley  Windsor 

The  Helmsley  Middletowne 

The  Helmsley  Carlton  House 
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Rant 

(              Company 

-Per  employee  ($000) — 

—     Employees 

Rank               Company   ■ 

-Per  employee 

f^OOO^ 

Pn 

■^^ 

tniinom 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

1 

>rofits 

Sales  (rank) 

Assets  (rank) 

(000) 

Financial  services-lease  &  finance 

21 

SunTrust  Banks 

19.1 

173.0 

(75) 

1,779.2 

(68) 

19.4 

22 

Central  Fidelity  Bks 

19.0 

200.5 

(28) 

2,136.8 

(20) 

3.2 

1  Federal  Natl  Mortgage  570.7 

5,234.0 

(1)  57,675.3 

(1) 

2.6 

23 

BB&T  Financial 

18.9 

187.0 

(50) 

1,961.3 

(42) 

3.2 

2 

MBIA  528.1 

981.8 

(4) 

8,315.3 

(5) 

0.3 

23 

Huntington  Bcshs 

18.9 

197.4 

(34) 

1,996.5 

(37) 

6.2 

3 

Federal  Home  Loan  238.6 

1,832.3 

(2)  20,146.2 

(2) 

2.3 

25 

Liberty  National 

18.4 

192.7 

(42) 

2,113.1 

(22) 

2.1 

4 

SallieMae  117.2 

1,106.5 

(3)  15,394.1 

(3) 

2.9 

5 

Franklin  Resources 

50.4 

161.8 

(14) 

303.6 

(14) 

2.1 

26 

Meridian  Bancorp 

18.3 

212.9 

(17) 

2,057.9 

(30) 

5.5 

27 

US  Bancorp 

18.0 

184.9 

(55) 

1,732.9 

(72) 

10.9 

6 

Dreyfus 

43.7 

181.8 

(13) 

545.4 

(12) 

1.6 

28 

Star  Banc 

17.9 

179.3 

(64) 

1,807.9 

(64) 

3.7 

7 

H&R  Block 

35.9 

315.2 

(7) 

170.0 

(15) 

4.2 

29 

First  Alabama  Bcshs 

17.8 

150.0 

(90) 

1,536.1 

(86) 

4.4 

8 

MBNA 

29.8 

226.8 

(11) 

1,201.8 

(9) 

5.0 

29  Puget  Sound  Bancorp 

17.8 

181.3 

(59) 

1,771.4 

(69) 

2.8 

9 

Primerica 

19.6 

270.7 

(8) 

883.3 

(10) 

24.4 

10 

Beneficial  Corp 

18.7 

227.7 

(10) 

1,253.3 

(8) 

8.0 

31 

Integra  Financial 

17.5 

200.2 

(31) 

2,207.9 

(14) 

4.0 

32 

SouthTrust 

17.4 

180.5 

(63) 

1,956.0 

(41) 

5i 

11 

GATX 

17.8 

212.7 

(12) 

755.7 

(11) 

4.7 

33 

Firstar 

17.3 

151.8 

(81) 

1,588.3 

(84) 

7.8 

12 

Household  IntI 

10.5 

320.8 

(6) 

2,093.6 

(6) 

14.3 

34 

Mellon  Bank 

17.2 

193.3 

(38) 

1,800.9 

(65) 

16.3 

13 

American  Express 

7.3 

236.8 

(9) 

1,346.2 

(7) 

108.8 

35 

Boatmen's  Bancshs 

17.1 

181.2 

(62) 

2,013.3 

(34) 

8^ 

14 

Rouse 
Ryder  System 

0.4 
0.3 

103.3 
125.7 

(16) 
(15) 

475.2 
126.1 

(13) 
(16) 

5.6 
40.3 

36 

CoreStates  Financial 

17.0 

15 

177.8 

(57) 

1,611.2 

(82) 

13.4 

16 

Discount  Corp  of  NY 

-32.6 

640.5 

(5) 

8,611.2 

(4) 

0.4 

37 

State  Street  Boston 

16.9 

158.3 

(83) 

1,829.3 

(57) 

8.2 

38 

Norwest 

16.6 

184.5 

(55) 

1,507.3 

(83) 

24.0 

Industry  medians 

24.7 

253.8 

1,227.6 

39 
40 

41 

Marshall  &  llsley 
First  Tennessee  Natl 

16.4 
16.1 

15.8 

137.7 
191.1 

(98) 
(45) 

1.256.8  ( 
1,998.4 

101) 
(35) 

6.1 

Financial  services-multinational  banks 

4.0 

1 

JP  Morgan  &  Co 

84.7 

784.6 

(1) 

7,870.7 

(1) 

13.1 

Commerce  Bcshs 

157.0 

(85) 

1,788.4 

(66) 

3.8 

2 

Bankers  Trust  NY 

52.5 

538.8 

(3) 

5,035.3 

(3) 

12.7 

42 

First  Bancp  Ohio 

15.6 

142.1 

(93) 

1,486.1 

(91) 

2.5 

3 

Republic  New  York 

49.9 

556.2 

(2) 

6.849.7 

(2) 

4.6 

43 

KeyCorp 

15.5 

185.9 

(53) 

1,905.6 

(51) 

12.2 

4 

BankAmerica 

20.3 

221.6 

(11) 

2,086.5 

(9) 

55.4 

43 

US  Trust 

15.5 

200.4 

(29) 

1,443.5 

(94) 

2.0 

5 

Chase  Manhattan 

13.7 
6.2 

312.9 
256.8 

(7) 
(9) 

2,594.7 
2,603.2 

(7) 

37.8 
18.8 

45 
46 

AmSouth  Bancorp 
First  Virginia  Banks 

15.4 

172.7 

(75) 

1,815.9 

(61) 

5.2 

6 

First  Chicago 

(6) 

15.3 

129.5(101) 

1,347.3  ( 

100) 

4.5 

7 

Chemical  Banking 

3.5 

318.6 

(6) 

3,128.8 

(5) 

44.4 

47 

Mercantile  Bancorp 

15.0 

175.4 

(70) 

1,828.4 

(58) 

4.4 

8 

Bank  of  Boston 

-2.1 

271.5 

(8) 

1,952.3 

(11) 

16.8 

48 

Southern  Natl 

14.7 

173.2 

(74) 

1,782.0 

(67) 

2.1 

9 

Citicorp 

-10.1 

351.8 

(5) 

2,396.9 

(8) 

90.5 

49 

National  City 

14.6 

153.8 

(80) 

1,529.7 

(87) 

15.8 

10 

Continental  Bank 
Security  Pacific 

-14.7 
-20.0 

445.9 
231.0 

(4) 
(10) 

4,652.7 
1,978.1 

(4) 
(10) 

5.2 
38.6 

50 
51 

First  Union 
INB  Financial 

14.3 

193.2 

(39) 

2,060.9 

(27) 
(45) 

22.4 

11 

14.2 

190.0 

(48) 

1,938.4 

3.4 

Industry  medians 

6.2 

318.6 

2,603.2 

52 

Trustmark 

14.1 

178.0 

(65) 

1,982.8 

(39) 

2.0 

53  United  Missouri  Bcsh 

54  Zions  Bancorporation 

55  First  Commerce 

13.8 
13.4 
13.0 

138.6 
158.2 
182.1 

(96) 
(84) 
(57) 

1,538.3 
1,573.9 
1,904.5 

(79) 
(75) 
(52) 

2.9 
2.2 

Financial  services-regional  banks 

1 

Wilmington  Trust 

36.7 

219.1 

(13) 

2,072.1 

(26) 

2.0 

2.6 

2 

Fifth  Third  Bancorp 

33.8 

216.4 

(16) 

2,156.9 

(19) 

4.1 

55  First  of  America  Bank 

13.0 

138.6 

(96) 

1,619.0 

(80) 

10.3 

3 

First  Hawaiian 

3^.0 

226.1 

(11) 

2,546.7 

(7) 

2.6 

55 

Wachovia 

13.0 

177.9 

(56) 

1,879.5 

(53) 

17.6 

4 

Bancorp  Hawaii 

27.9 

252.8 

(7) 

2,819.9 

(5) 

4.0 

58 

Union  Bank 

12.8 

223.7 

(12) 

2.394.3 

(11) 

7.3 

5 

Dauphin  Deposit 

26.8 

195.9 

(36) 

2.115.8 

(21) 

1.7 

58 

Valley  Bancorp 

12.8 

158.9 

(82) 

1.663.6 

(77) 

2.4 

6 

Mercantile  Bkshs 

26.2 

190.3 

(46) 

1,924.6 

(46) 

2.7 

60 

Deposit  Guaranty 

12.7 

175.7 

(68) 

1.990.9 

(38) 

2.5 

7  Sumitomo  Bank  Calif 

25.0 

301.4 

(2) 

3,081.1 

(1) 

1.7 

60 

First  Security 

12.7 

150.4 

(89) 

1.491.9 

(90) 

4.7 

8 

Banc  One 

24.8 

191.9 

(44) 

2,168.3 

(18) 

21.4 

62 

Summit  Bancorp 

12.4 

205.3 

(21) 

2.200.0 

(15) 

1.7 

9 

NBD  Bancorp 

22.2 

206.6 

(19) 

2,238.4 

(13) 

13.2 

63 

Union  Planters 

12.1 

175.7 

(68) 

1.669.7 

(76) 

2.3 

10 

Northern  Trust 

22.0 

217.6 

(14) 

2,278.1 

(12) 

5.8 

63 

West  One  Bancorp 

12.1 

152.3 

(88) 

1.585.4 

(85) 

3.4 

11 

PNC  Financial 

21.9 

245.9 

(9) 

2,522.0 

(8) 

17.8 

65 

Fourth  Financial 

10.8 

194.2 

(37) 

1,941.7 

(44) 

2.1 

12 

Comerica 

21.7 

198.2 

(33) 

2,044.0 

(32) 

7.1 

66 

BanPonce 

10.0 

143.2 

(92) 

1.356.7 

(99) 

6.5 

13 

FirsTier  Financial 

21.5 

189.1 

(49) 

1,917.7 

(48) 

1.6 

67 

Bank  of  New  York 

9.0 

312.1 

(1) 

2.912.5 

(3) 

13.5 

14 

First  Bank  System 

21.4 

204.6 

(23) 

2,056.3 

(31) 

8.9 

68 

Michigan  National 

8.8 

192.4 

(43) 

1,868.5 

(55) 

5.7 

14 

First  Empire  State 

21.4 

271.6 

(4) 

2,927.2 

(2) 

3.1 

69 

Affiliated  Bkshs  Colo 

8.7 

128.4(102) 

1.391.4 

(98) 

2.1 

16 

Central  Bancshares 

21.2 

204.1 

(24) 

2,184.8 

(16) 

2.8 

70 

First  Citizens  Bcshs 

7.9 

133.5(100) 

1.482.9 

(92) 

3.7 

17 

First  Fidelity  Bncp 

21.0 

263.3 

(6) 

2,864.0 

(4) 

10.6 

71 

Barnett  Banks 

5.9 

181.3 

(59) 

1.811.9 

(63) 

18.1 

18 

Old  Kent  Financial 

20.1 

186.4 

(52) 

1,907.1 

(50) 

4.6 

72 

Natl  Community  Bks 

6.5 

185.2 

(54) 

2.101.8 

(23) 

1.9 

19 

Society 

19.6 

193.0 

(40) 

1,848.0 

(56) 

8.3 

73 

Crestar  Financial 

5.8 

208.6 

(18) 

2.037.6 

(33) 

5.8 

20 

Manufacturers  Natl 

19.4 

187.0 

(50) 

2,183.8 

(17) 

6.2 

74 
75 

Premier  Bancorp 
Sunwest  Financial 

5.4 
5.2 

139.4 
134.3 

(94) 
(99) 

1.428.9 
1.430.5 

(97) 
(96) 

2.7 

HH 

1 

2.4 

1 
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If  it  doesn't  fit,  why  own  it? 


A  suit  of  clothes  that  doesn't  fit  is  of  little  use. 

That  metaphor  fits  W.R.Grace  &  Co.  perfectly  because 
some  of  our  businesses  don't  fit  us  any  more. 

As  you  may  remember,  part  of  our  new  strategic  plan  is 
to  concentrate  on  Grace's  core  businesses:  Specialty 
Chemicals  and  hiealth  Core. (A  darn  good  idea  since  they 
recently  made  up   82%  of  our  operating  income,  and  only 
56%  of  our  sales.) 

The  companies  that  don't  fit  into  our  new  plan  are 
being  divested.  (They  represent  43%  of  our  sales,  but  only 
1  8%  of  our  operating  income.) 


Initially,  money  from  these  divestitures  is  being  used  to 
pay  down  debt.  After  that,  it'll  be  used  to  grow  our  core 
businesses  where  we  have  leadership  positions  worldwide. 

hlow?  By  building  on  our  proprietary  technologies, 
improving  our  product  quality,  and  enhancing  our  customer 
services. 

All  of  this  has  one  goal:  to  enhance  Grace's  value  to 
its  employees  and  shareholders. 

And,  that  suits  us  to  a  tee. 

Were  Grace.  And  proud  of  it. 


/^n  A /^C     ^^^  WORIDS  LARGEST  SPECIALTY  CHEMICAL  COMPANY  WITH  LEADING  POSITIONS  IN  HEALTH  CARE  AND  OTHER  MAJOR  NICHE  BUSINESSES  FOR  THE  WHOLE  STORY  CONTACT 
V^lvr\\..yC     INVESTOR /SHAREHOLDER  RELATIONS.  W  R  GRACE  &  CO  .  ONE  TOWN  CENTER  ROAD.  BOCA  RATON.  flORDIA  33486,  TELEPHONE  800  472-2347  0  1P92  W  R  GRACE  4  CO 
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Rank               Company 

-Per  em 

jloyee  ($000) 

—     Employees 

Rank 

[               Company 

-Per  emptoyee  ($000) — 

—    Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

Hjfila 

Sales  (rank) 

Assets  (r»*) 

(000) 

76 

First  American  Corp 

5.1 

175.4 

(70) 

1,913.3 

(49) 

3.3 

26  Howard  Savings  Bank 

-18.5 

191.4  (33) 

2.264.5 

(31) 

1.8 

77 

Valley  National 

4.7 

155.6 

(86) 

1,463.5 

(93) 

7.3 

27 

Dime  Savings  Bank 

-21.7 

430.7  (14) 

4.400.9 

(15) 

2.3 

78 

Fleet/Norstar  Rnl 

4.5 

202.7 

(25) 

2,075.1 

(25) 

21.9 

28 

CalFed 

-32.2 

396.9  (20) 

4.256.2 

(17) 

4.3 

79 

Colorado  Natl  Bkshs 

4.0 

147.4 

(91) 

1,135.5  (102) 

2.7 

29 

People's  Bank 

-38.5 

261.3  (30) 

2.537.8 

(29) 

2.4 

80 
81 

Dominion  Bankshs 
NationsBank 

3.9 
3.5 

192.8 
201.7 

(41) 
(26) 

1.816.8 

(60) 

5.3 
57.5 

30 

31 

Society  for  Savings 
Greater  NY  Savings 

-48.8 
-77.8 

304.4  (28) 

330.5  (26) 

2.259.3 
3.822.5 

(32) 
(23) 

1.3 

1,919.6 

(47) 

0.7 

81 

UJB  Financial 

3.5 

190.3 

(46) 

2,060.0 

(28) 

6.5 

32  Meritor  Savings  Bank 

-85.2 

351.9  (23) 

3.820.1 

(24) 

1.6 

83 

BayBanks 

1.7 

181.3 

(59) 

1,689.6 

(74) 

5.6 

33 

American  Savings  - 

-183.0 

344.5  (24) 

3.947.0 

(21) 

0.9 

83 

Merchants  National 

1.7 

152.4 

(87) 

1,648.6 

(78) 

3.5 

34 

HomeFed- 

-272.9 

478.7  (10) 

4.006.1 

(20) 

3.5 

85 

Wells  Fargo 

1.0 

273.9 

(3) 

2,502.2 

(9) 

21.4 

Industry  medians 

20.1 

401.3 

4.245.6 

86  cuiien/i-rost  uanKers 

0.1 

165.4 

(79) 

1,763.5 

(70) 

1.7 

87 

Whitney  Holding 
Signet  Banking 

-3.2 
^.3 

172.5 
217.4 

(77) 
(15) 

1,967.1 
1,871.9 

(40) 
(54) 

1.5 
6.0 

Food  distribution-food  wtiolesalors 

88 

1 

Super  Valu  Stores 

8.5 

442.9     (3) 

106.4 

(4) 

24.3 

89 

Equimark 

-4.5 

204.9 

(22) 

1,817.6 

(59) 

1.7 

2 

Sysco 

8.0 

417.2     (4) 

111.5 

(3) 

20.3 

90 

MNC  Financial 

-7.8 

244.5 

(10) 

1,943.2 

(43) 

9.0 

3 

Super  Food  Services 

4.8 

787.2     (1) 

150.6 

(1) 

2.3 

91 

First  Interstate  Bncp 

-9.5 

168.2 

(78) 

1,615.6 

(81) 

30.3 

4 

Fleming  Cos 

3.2 

564.6     (2) 

129.4 

(2) 

22.9 

92 

City  National 

-9.7 

200.4 

(29) 

2,095.7 

(24) 

2.2 

4 

Wetterau 

3.2 

367.7     (5) 

81.7 

(5) 

15.6 

93 

Multibank  Financial 

-10.1 

181.6 

(58) 

1,739.5 

(71) 

1.5 

6 

Nash  Finch 

1.7 

213.0     (6) 

39.1 

(6) 

11.0 

94 

Northeast  Bancorp 
First  Florida  Banks 

Shawmut  National 

-10.2 
-10.5 

-15.0 

196.1 
139.3 

206.3 

(35) 
(95) 

(20) 

2,058.9 
1,431.4 

2,008.4 

(29) 
(95) 

(35) 

1.7 
4.0 

11.4 

7 

TW  Holdings 
Industry  medians 

-0.6 

34.1     (7) 

31.9 

(7) 

106.0 

95 

3.2 

417.2 

106.4 

96 

Food  distnbution-supennarfcets  &  convenience 

97 

Bank  South 

-18.9 

174.2 

(72) 

1.523.8 

(88) 

2.9 

98 

Riggs  National 

-28.6 

252.0 

(8) 

2,399.6 

(10) 

2.3 

1 

Weis  Markets 

5.4 

86.3  (16) 

49.0 

(5) 

15.0 

99  First  City  Bncp  Texas 

-34.2 

173.9 

(73) 

1,511.6 

(89) 

6.6 

2 

McDonald's 

5.1 

39.9  (17) 

67.6 

(2) 

168.0 

100 

Hibemia 

^1.6 

201.0 

(27) 

1,693.9 

(73) 

3.4 

3 

Albertson's 

4.4 

147.1     (2) 

37.6 

(14) 

59.0 

101 

Midlantic 

-54.3 

198.5 

(32) 

1,815.0 

(62) 

10.0 

4 

Food  Lion 

4.1 

127.7     (7) 

39.5 

(13) 

50.4 

102 

Baltimore  Bancorp  - 
Industry  medians 

-108.9 
14.2 

268.8 
186.7 

(5) 

2,739.7 
1,905.1 

(6) 

1.2 

5 
6 

Giant  Food 
Bruno's 

4.0 

3.0 

132.2     (6) 

48.7 

(6) 
(12) 

25.7 

126.6     (8) 

39.7 

21.0 

7 

7 
9 

Hannaford  Bros 

Smith's  Food  &  Drug 

VonsCos 

2.7 
2.7 
1.9 

124.3  (10) 
132.3     (5) 
160.2     (1) 

43.7 
71.4 
54.0 

(10) 
(1) 
(4) 

16.2 
16.8 

Financial  sefvices-thrift  institutions 

1  Washington  Fedl  S&L 

179.1 

686.0 

(3) 

7,123.5 

(3) 

0.4 

33.4 

2 

FirstFed  FinI 
Golden  West  FinI 

71.6 
65.4 

764.7 
614.8 

(2) 
(6) 

8.279.7 
6.664.2 

(1) 
(4) 

0.4 
3.6 

10 
11 

Winn-Dixie  Stores 

1.7 

98.6  (15) 

'  17.8 

(17) 
(9) 

103.5 

3 

American  Stores 

1.6 

135.7     (3) 

45.5 

153.4 

4 

Commercial  Federal 

47.0 

613.0 

(7) 

5,269.6 

(8) 

0.9 

12 

Stop  &  Shop  Cos 

0.8 

120.7  (13) 

47.2 

(7) 

41.5 

5 

St  Paul  Bancorp 

Washington  Mutual 
Standard  Fedl  Bank 

31.4 

30.4 
30.0 

397.6 

333.2 
398.6 

(19) 

(25) 
(18) 

4,235.0 

(18) 

0.9 

13 
13 
15 

Great  A&P  Tea 

Safeway 

Kroger 

0.7 
0.7 
0.6 

117.5  (14) 
134.7     (4) 

125.6  (9) 

32.9 
46.2 
24.2 

(15) 

(8) 

(16) 

98.7 

6 
7 

3,207.6 
4,338.3 

(26) 
(16) 

2.2 
2.2 

112.3 
170.0 

8 

9 

10 

11 

Downey  S&L  Assn 
Metropolitan  FinI 
Bay  View  Capital 

Anchor  Bancorp 

29.6 
28.4 
28.3 

27.3 

404.0 
245.2 
827.6 

445.4 

(17) 

(31) 

(1) 

(11) 

4.487.0 
2,305.0 
7,945.8 

4,586.1 

(12) 

(30) 

(2) 

(11) 

0.8 
2.0 
0.3 

1.8 

16 
17 

Penn  Traffic 
Circle  K 

-0.2 
-10.2 

121.0  (12) 

122.1  (11) 

54.2 
43.1 

(3) 
(11) 

22.6 
24.7 

Industry  medians 

1.9 

125.6 

45.5 

Food,  6hnk  &  tobacco-beverages 

12 

Farm  &  Home  FinI 

25.8 

489.6 

(8) 

5,389.5 

(7) 

0.7 

13 

CSF  Holdings 

24.9 

424.9 

(15) 

4,887.9 

(9) 

0.9 

1 

Cora-Cola 

61.2 

437.5     (1) 

386.5 

(1) 

26.5 

14 

FirstFed  Michigan 

23.5 

655.6 

(4) 

6,497.7 

(5) 

1.4 

2 

Brown-Forman 

25.8 

218.7     (3) 

206.1 

(4) 

5.5 

15 

HFAhmanson 

23.2 

433.8 

(13) 

4,465.9 

(13) 

10.6 

3 
4 

Anheuser-Busch  Cos 
Whitman 

20.8 
5.4 

243.5     (2) 
160.5     (6) 

221.1 
142.3 

(3) 
(6) 

♦5.2 
14.9 

16 

Coast  Savings  FinI 

22.8 

480.7 

(9) 

4.694.5 

(10) 

1.8 

5 

PepsiCo 

3.3 

60.7     (7) 

58.2 

(7) 

323.0 

17  Gt  Western  Financial 

20.7 

274.1 

(29) 

2,745.8 

(28) 

14.4 

6 

Adolph  Coors 

2.1 

170.4     (5) 

176.5 

(5) 

11.3 

18 

SFFed  Corp 

19.5 

435.4 

(12) 

4.411.5 

(14) 

0.8 

7 

Coc^-Cola  Enterprise 

-3.7 

180.0     (4) 

2%.7 

(2) 

22.5 

19 

Northeast  Federal 

7.1 

420.3 

(16) 

4,087.5 

(19) 

0.9 

20 

TCF  Financial 
Citadel  Holding 

4.8 
3.3 

178.5 
653.5 

(34) 
(5) 

1,647.7 
6,282.5 

(34) 
(6) 

2.5 
0.8 

industry  medians 

5.4 

180.0 

206.1 

21 

- 

«^ 

A 

22 

Great  Lakes  Bancorp 

1.4 

313.4 

(27) 

2,869.8 

(27) 

1.0 

^ 

23 

Fortune  Bancorp 

-15.9 

360.6 

(22) 

3,732.1 

(25) 

0.7 

24 

GlenFed 

-16.2 

363.7 

(21) 

3.911.4 

(22) 

5.3 

25  Rochester  Community 

-16.6 

225.3 

(32) 

2.131.6 

(33) 

1.9 

274 
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Mayday!  There  went  access  to  hundreds 
of  passengers'  names,  and  reservation 
information,  with  one  catastrophic  blink 
of  an  eye.  Another  computer  tragedy  that 
could  have  been  prevented  with  a  Power- 
ware®  System  from  Exide  Electronics. 

As  reliable  as  today's  computer  systems 
are,  the  energy  that  powers  them  is 
anything  but  fail-safe.  Surges,  sags,  and 
other  irregularities  are  saboteurs  that  can 
throw,  any  computer's  flight  plans  into 
a  holding  pattern. 

Powerware  Systems  are  designed  to 
head  off  these  disasters  before  they  occur 
by  conditioning  utility  power  before  it  is 
fed  into  the  computer.  And  should  a 
power  outage  ever  threaten  to  ground 
you,  the  Powerware  System  is  standing  by 
to  provide  the  most  reliable  backup  pxjwer 
in  the  industry  today,  for  systems  ranging 
from  the  smallest  PC  to  the  largest 
mainframes. 

Even  more  imp)orlant.  as  nine  out  of 
ten  computer  manufacturers  will  tell  you, 
our  crew  of  ace  power  consultants  has  the 
know-how  to  guide  your  system  through 
any  turbulence. 

Call  1-800-554-3448  to  find  out  more 
about  Exide  Electronics  Powerware 
Systems,  or  fax  us  toll  fiee  at  1-800-75-EXIDE. 
Because  in  the  fast  paced  world  of  airline 
travel,  computer  failures  just  wont  fly. 


■EXIDE  -ELECTRONICS 

Helpitig  \bn  Stay  In  Power' 


The  Subaru  SVX 


State  Troopers 


arerit 


e  only  ones 


writin 


up  our  new 
Sports  Car. 


^^"^"^""^^ "/^  "Tke  new  SYX  is  an  enthusiasts  car— a  car  with   the 

hardware,  versatility  ana  even  the  looks  to  make  it  a  star. 

-Popular  Mechanics,  August,  '91 

jp/Os^  "The  result  is  a  powertrain  that  rivals  the  Lexus  V-8  for 
^''^^  iT\\\\  smoothness  ana  refinement,  in  a  vehicle  that  offers  much 
more  entertainment  than  the  LS400.  ^ 

-Automobile  Magazine,  September,  '91 

".  .  .  can't  use  enough  superlatives  to  describe  this  car  on  a  curvy  back  road." 

-MotorTrend,  March, '92 

"On  dry  pavement,  it  has  no  discernable  vices,  and  even  in  gravel,  snow  and 
deluges,  can  be  driven  fast  and  hard  with  little  effort  and  great  confidence." 
'  \   ^t      #  -Car&  Driven  September, '91 

"Its  high  0.Q2  g  skidpad  rating  approaches  that  of  the  Corvette  ZR-1  and 
Acura  NSX.  And  it  slams  through  the  slalom  in  nearly  the  same  league  as 
theAcura  NSX,  Nissan  300ZX,  and  Porsche  Q44S  2— proving  its  ability  to 
travel  in  fast  company  indeed.  " 

^^      ,.  -MotorTrend,  September, '91 

"The  SVX's  strong  point  is  lots  of  usable  pull— where  you  need  it,  when  you  need  it." 

.  -Autoweek,  August,  '91 

'The  virtues  of  Subaru  s  new  luxury /performance  car  made  it  our  unanimous 
choice  as  this  year's  purest  engineering  effort,  and  worthy  recipient  of 
Automotive  Industries"  1QQ2  Engineering  Award." 

-Automotive  Industries,  December,  '9! 


Subaru.  What  to  drive. 


Subaru  SVX  it «  trademarR  and  Suoani  i>  a  rcgiitercd  trademark  of  SuDaru  ui  j-Vmehca,  Inc.  01992,  SuDaru  of  America,  Inc. 
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THE  FORBES  SOOs 


Rank  Company      Per  employee  ($000> 

Profits      Sales  (rank) 


-    Employees 
Assets  (rank)      (000) 


Food,  drink  &  tobacco^ood  processors 


1  Archer  Daniels 

2  Kellogg 

3  Pioneer  Hi-Bred  IntI 

4  WmWrigleyJr 

5  HJ  Heinz 

6  Hershey  Foods 

7  Quaker  Oats 

8  Pet 

9  CPC  International 
10  McCormick  &  Co 


40.1 
35.4 
23.1 
21.3 
18.2 


706.6 
337.8 
241.5 
189.9 
183.6 


(1) 

(3) 

(8) 

(12) 

(14) 


559.1  (1) 

229.2  (3) 
275.1  (2) 

103.3  (12) 
168.9  (5) 


11 
12 
13 
14 
15 

16 
17 
18 
19 
20 


Geo  A  Hormel 

Campbell  Soup 

Gerber  Products 

Dean  Foods 

Ralston  Purina 

Borden 

Sara  Lee 

ConAgra 

General  Mills 

IntI  Multifoods 


21  Tyson  Foods 

22  Chiquita  Brands  IntI 

23  Dole 

24  IBP 


16.4  217.2  (10) 
12.3  266.5  (6) 
11.0  203.9  (11) 
10.7  177.2  (15) 

10.5  185.4  (13) 

10.0  333.0  (4) 

9.5  129.3  (18) 

8.8  100.5  (21) 

7.9  234.4  (9) 
6.8  130.5  (17) 

6.6  163.0  (16) 

6.5  114.4  (19) 

5.2  289.7  (5) 
4.8  74.1  (23) 

4.3  248.1  (7) 

3.3  87.4  (22) 

2.8  100.6  (20) 

2.6  63.7  (24) 
0.1  392.4  (2) 


175.4 
136.1 
166.3 
129.1 
134.0 


(4) 
(8) 
(6) 
(10) 
(9) 


Industry  medians       9.2     187.7 


102.4  (13) 
92.3  (16) 
69.7  (19) 
95.5  (15) 

83.7  (18) 

123.5  (11) 

88.2  (17) 
151.0  (7) 

41.3  (24) 

100.6  (14) 

57.1  (21) 

68.3  (20) 

55.3  (22) 

54.8  (23) 

102.9 


Food,  drink  &  tobacco-tobacco 


UST  Inc 

Philip  Morris  Cos 

American  Brands 

RJR  Nabisco 

Universal 


74.5  246.4  (3) 

23.5  287.8  (1) 

16.6  172.8  (4) 
6.6  270.1  (2) 
2.8  116.3  (5) 


Industry  medians     16.6    246.4 


183.9 
283.7 
311.7 
578.9 
52.7 

283.7 


(4) 
(3) 
(2) 
(1) 
(5) 


Forest  products-packaging 


Temple-Inland 

Crown  Cork  &  Seal 

Sonoco  Products 

Ball  Corp 

Stone  Container 

Owens-Illinois 


9.8 
7.3 
6.5 

5.1 
-1.5 
-3.7 


177.8 
217.8 
116.9 
175.8 
168.0 
102.3 


(2) 
(1) 
(5) 
(3) 
(4) 
(6) 


Industry  medians       5.8     171.9 


714.1 
170.6 
78.2 
120.8 
215.4 
125.9 

148.3 


(1) 
(3) 
(6) 
(5) 
(2) 
(4) 


Forest  products-paper  &  lumber 


12.5 

17.1 

4.7 

6.1 

35.7 

13.4 
20.9 

9.2 
34.9 

7.7 

8.3 
47.4 
12.0 

9.3 
57.1 

44.4 
110.6 

70.6 

102.7 

9.2 

45.5 
46.0 
50.5 
26.5 


3.6 

167.0 

48.5 

55.5 

25.0 


14.1 
17.5 
14.5 
12.9 
32.1 
35.0 


1  PHGIatfelter  22.0  164.3  (11)  182.4  (12)  3.5 

2  Consolidated  Papers  19.1  181.9  (9)  294.4  (5)  4.8 

3  Federal  Paper  Board  11.1  193.9  (5)  336.9  (3)  7.4 

4  Westvaco  10.0  153.8  (12)  234.7  (7)  14.7 

5  Bowater  9.0  255.2  (1)  550.6  (1)  5.0 


Rank  Company      Per  employee  ($000) Emptoyees 

Profits      Sales  (rank)      Assets  (rank)      (000) 


6  Union  Camp  6.0 

7  International  Paper  5.7 

8  Louisiana-Pacific  4.5 

9  Willamette  Inds  4.2 
10  Mead  3.0 


11 
12 
13 
14 


Champion  IntI  1.4 

Georgia-Pacific  -1.3 

Weyerhaeuser  -2.5 

Boise  Cascade  -4.0 


143.6 
182.1 
136.2 
185.4 
212.0 

171.1 
192.1 
219.5 
200.4 


(13) 
(8) 

(14) 
(7) 
(3) 

(10) 
(6) 
(2) 
(4) 


227.3 
214.2 
168.6 
205.2 


(8) 

(9) 

(14) 

(10) 


Industry  medians       5.1     183.8 


184.5  (11) 

309.1  (4) 

177.0  (13) 

427.0  (2) 

239.9  (6) 

231.0 


HeaKh-biotech 


Industry  medians     21.7    228.3 


616.5 


HeaitlHlrugs 


1  Marion  Merrell  Dow 

2  Mylan  Labs 

3  Merck 

4  Forest  Labs 

5  Eli  Lilly 

6  Bristol-Myers  Squibb 

7  Schering-Plough 

8  Upjohn 

9  American  Home  Prod 

10  Bindley  Western  Inds 

11  Abbott  Laboratories 

12  Pfizer 

13  Bergen  Brunswig 

14  Rhone-Poulenc  Rorer 

15  Imcera  Group 


64.0 
60.9 
56.9 
44.5 
43.6 


311.7 
176.8 
230.6 
218.6 
189.9 


38.6    209.8 

32.4  181.2 
28.6     182.3 

28.5  146.5 
25.4  5,353.0 


'5) 
(12) 
(6) 
(7) 
(9) 

(8) 
(11) 
(10) 
(19) 

(1) 


302.0  (6) 
353.2  (4) 
254.7  (9) 

346.1  (5) 

275.2  (8) 


177.0 
201.2 
220.6 
122.9 
1,109.3 


(16) 
(13) 
(11) 
(18) 
(1) 


15 
17 
18 
19 


[VAX 

McKesson 

Warner-Lambert 

National  Intergroup 


24.3  153.7  (17) 

16.7  160.5  (16) 

14.91,297.9  (2) 

14.2  165.9  (14) 

10.5  171.5  (13) 

10.5  160.7  (15) 

7.4  716.6  (4) 

4.1  148.8  (18) 

3.2  830.7  (3) 


Industry  medians     25.4     182.3 


139.8  (17) 

222.5  (10) 

398.2  (2) 

179.7  (15) 

207.8  (12) 

397.3  (3) 
200.3  (14) 

105.9  (19) 

298.6  (7) 

222.5 


HeaKh-health  care  services 


1  T2  Medical 

2  US  Healthcare 

3  Surgical  Care  Affils 

4  United  HealthCare 

5  National  Health  Labs 


79.1  336.1  (2) 

64.4  709.5  (1) 
28.8  236.5  (4) 

24.5  270.2  (3) 
19.7  114.4  (5) 


6 
7 
8 
9 
10 
11 


Medical  Care  IntI 

National  Medical 

Humana 

HealthTrust 

Beverly  Enterprises 

American  Medical 


14.7 
6.2 
5.4 
2.6 
0.3 
0.1 


108.5  (6) 

84.7  (8) 

95.8  (7) 

68.8  (10) 

24.9  (11) 
77.0  (9) 


451.4 
323.2 
261.0 
188.2 
77.9 

201.1 
87.3 
67.7 
84.2 
18.1 
98.4 


(1) 
(2) 
(3) 
(5) 
(9) 

(4) 

(7) 
(10) 

(8) 
(11) 

(6) 


20.7 
69.8 
12.5 
10.8 
21.6 

28.0 
60.0 
39.6 
19.7 


1 

Amgen 

69.7 

485.8 

(1) 

616.5 

(2) 

1.4 

2 

Genentech 

21.7 

228.3 

(2) 

601.9 

(3) 

2.0 

3 

AL2A 

-81.6 

183.6 

(3) 

762.8 

(1) 

0.8 

9.1 
0.6 

37.3 
1.0 

30.2 

53.2 
20.0 
18.8 
48.3 
0.4 

44.7 
43.3 

3.7 
23.0 

9.7 

1.1 
13.6 

34.0 
4.0 


0.5 
2.3 
0.7 
3.1 
5.3 

2.6 
46.9 
66.3 
30.0 
92.5 
31.8 
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WHY  A  COMPANY  KNOWN 

FOR  rrS  STEEL  STRUCTURES  CHOOSES 

W\USAU  FOR  SUPPORT 

The  St.  Louis  Gateway  Arch.   A  14,000,000  gallon  water  storage  reservoir  in  California.  Roosevelt 
Lake  Bridge  in  Arizona.  The  storage  vaults  of  Fort  Knox  —  a  few  of  the  structures  fabricated  and  erected 
by  Pitt-Des  Moines,  Inc.  What  insurer  has  the  service  strength  to  support  this  company?  Wausau 
Insurance.  "We  view  our  relationship  with  Wausau  as  a  partnership,  and  we  have  a  great 

The  service  structure  of 
..^  Ki^ausau  is  strong  enough 

■  <  Ib  ^n^Uh "^"^ °^     '^^  °^ respect  for  their  professionalism  and  the  high  quality 
of  service  they  provide,"  says  Richard  Byers,  PDM  Vice  President  and  Treasurer. 


link  between  Pitt-Des  Moines  and  Wausau's  claims  department,  providing  immediate  and  detailed  information  on  the 

activity  of  PDM  claims.  "Our  company  has  realized  substantial  savings  with 

Dial  Wausau,"  concludes  Mr.  Byers.  And  that's  how  Pitt-Des  Moines,  a 

company  known  for  steel  structures,  is  made  stronger  with  Wausau.  a+  (Superior)  a.m.  Best  Rating 


Wausau  Insurance  Companies,  2000  Westwood  Drive,  Wausau,  Wisconsin  54401  Telephone  (715)  845-5211  A  Member  of  the  Narionwide*  Group 


PilJl^TiKMlUiliJlUlillill 


THE  FORBES  SOOs 


Rank  Company       Per  employee  ($000) Employees 

Profits      Sales  (rank)      Assets  (rank)      (000) 


HeaKtHnedical  supplies 


St  J ude  Medical 

Biomet 

Medtronic 

Johnson  &  Johnson 

US  Surgical 


146.8 
37.3 
21.2 
17.7 
15.3 


366.8 
200.1 
154.1 
151.0 
141.8 


(1) 
(2) 
(5) 
(6) 
(7) 


655.8 
185.5 
153.1 
127.5 
124.6 


(1) 

(2) 

(6) 

(11) 

(13) 


6  Stryker  15.2  167.3  (3) 

7  Pall  12.8  105.4  (14) 

8  American  Cyanamid  11.3  156.8  (4) 

9  Millipore  10.2  125.8  (10) 

10  Becton  Dickinson  9.8  118.1  (12) 

11  Baxter  International  9.0  136.4  (9) 

12  Hillenbrand  Inds  8.9  119.9  (11) 

13  CRBard  6.4  98.2  (15) 
13  Bausch&Lomb  6.4  113.9  (13) 
15  Allergan  -9.9  140.1  (8) 

Industry  medians  11.3  140.1 


123.9  (14) 

126.3  (12) 

158.9  (3) 

131.8  (10) 

154.2  (4) 


142.8 
153.2 
73.7 
132.5 
139.2 

139.2 


(7) 
(5) 
(15) 
(9) 
(8) 


Insu  rance-d  iversffied 


1  Cincinnati  Financial 

2  American  IntI  Group 

3  Loews 

4  Safeco 

5  Old  Republic  IntI 

6  Aon 

7  Leucadia  National 

8  Kemper 

9  Unitrin 

10  Usiico 

11  Marsh  &  McLennan 

12  Lincoln  National 

13  Aetna  Life  &  Cas 

14  Horace  Mann  Educat 

15  Travelers 

16  Cigna 

17  Transamerica 

18  Alexander  &  Alexander 

19  Reliance  Group 


78.5  523.3  (1)  1,844.3  (6) 

45.9  499.5  (4)  2,052.9  (3) 

33.9  482.4  (5)  1,468.0  (9) 

30.5  370.5  (8)  1.401.3  (10) 

27.3  286.4  (14)  773.6  (16) 


24.2 
24.1 
21.9 
17.3 
14.6 

12.8 

12.1 

10.6 

9.8 

9.3 

8.5 

6.4 

-0.7 

-16.0 


293.1 
NA 
335.8 
157.9 
512.1 

116.3 
541.2 
402.4 
258.3 
344.8 

351.1 

438.3 

87.1 

366.7 


(13) 

(12) 

(16) 

(3) 

(17) 

(2) 

(7) 

(15) 

(11) 

(10) 
(6) 

(18) 
(9) 


1,163.3 
1,165.6 
1,576.0 
537.3 
3,830.8 


(14) 
(13) 

(8) 
(17) 

(1) 


Industry  medians     14.6    358.9 


99.7  (19) 

1.983.4  (4) 

1.928.5  (5) 
1,059.5  (15) 
1,597.2  (7) 

1,249.9  (11) 

2,166.1  (2) 

175.9  (18) 

1,216.5  (12) 

1.401.3 


Insurance-life  &  healtti 


Conseco 

Aflac 

American  General 

Jefferson -Pi  lot 

Torchmark 

Broad 

UNUM 

USLife 

Capital  Holding 


123.11,415.9  (1)  11,796.1  (1) 

46.91,036.2  (2)    3,202.2  (3) 

41.7    382.2  (9)    3.139.6  (4) 

40.4    269.8  (12)    1.132.2  (11) 

40.0    313.3  (11)       999.0  (12) 


10    Provident  Life  &  Ace 


38.2 
37.9 
36.0 
29.4 
19.3 


660.3 
447.8 
664.9 
314.2 
469.7 


(4) 
(6) 
(3) 
(10) 
(5) 


9.662.3  (2) 

1.973.4  (9) 
2,562.1  if) 

2.220.4  (8) 

2.440.5  (7) 


0.6 
1.3 
7.3 
82.5 
6.0 

2.2 
6.4 

31.8 
5.9 

18.6 

65.4 
10.0 

8.9 
13.4 

6.0 


1.9 

33.8 

26.7 

8.5 

4.8 

10.0 
3.9 
9.3 
8.0 
0.8 

23.9 
17.2 
47.7 
2.5 
33.0 

53.4 

15.6 

15.7 

9.3 


1.0 
3.2 
11.5 
4.4 
6.2 

1.2 
5.4 
2.1 
8.5 
6.1 


Rank 

11 
12 
13 
14 


Company 

American  Natl  Ins 

NWNL 

Equitable  of  Iowa 

ICH 


Per  employee  ($000) Emptoyees 

Profits      Sales  (rank)      Assets  (rank)     (000) 


16.8 
15.6 

6.0 
-1.9 


159.8  (13) 

446.9  (7) 
140.5  (14) 
435.3  (8) 


Industry  medians     37.0    441.1 


677.5  (14) 

2.925.4  (5) 

813.3  (13) 

1,316.8  (10) 

2,330.5 


Insurance-property  &  casualty 


General  Re 

Argonaut  Group 

Mercury  (jeneral 

Chubb 

20th  Century  Inds 


262.21,280.1 

109.6    671.8 

55.4    447.6 

54.7    446.8 

53.6    469.9 


(1) 
(2) 
(4) 
(5) 
(3) 


6  St  Paul  Cos 

7  Geico 

8  Ohio  Casualty 

9  Berkshire  Hathaway 
lOHartford  Steam  Boiler 


11 
12 
13 
14 
15 
16 
17 


Hanover  Insurance 

in 

Allegtiany 

Progressive 

Continental  Corp 

Penn  (Antral 

USF&G 


33.9 
27.9 
21.1 
20.0 
17.4 

8.8 
7.3 
6.1 
5.0 
3.7 
0.2 


364.0  (7) 
305.2  (11) 

336.1  (9) 

141.2  (16) 
148.8  (14) 


326.6 
182.3 
134.2 
224.7 
364.0 
145.2 


(10) 
(13) 
(17) 
(12) 
(7) 
(15) 


4.952.1 
2.527.5 

645.7 
1.363.8 

710.0 

1.085.9 
580.8 
692.4 
657.4 
209.7 

643.3 
481.0 
429.9 
448.4 
942.6 
294.2 


(1) 
(2) 
(10) 
(3) 
(7) 

(5) 

(12) 

(8) 

(9) 

(17) 

(11) 
(13) 
(15) 
(14) 
(6) 
(16) 


-16.3    383.0     (6)    1.339.4     (4) 


Industry  medians     20.0    336.1 


657.4 


Metals-nonferrous  metals 


Newmont  Mining  34.6  228.5  (2) 

Phelps  Dodge  19.5  173.9  (8) 

Engelhard  13.1  363.6  (1) 

Cyprus  Minerals  5.2  204.1  (4) 

Asarco  5.0  208.1  (3) 


300.2  (2) 

218.0  (6) 

187.5  (8) 

238.9  (5) 

320.0  (1) 


Reynolds  Metals 

Maxxam 

AMAX 

Alcoa 


5.0  185.4  (6) 

4.8  189.9  (5) 

1.5  184.0  (7) 

1.0  150.7  (9) 


Industry  medians        5.0     189.9 


216.4 
270.8 
270.4 
170.4 

238.9 


(7) 
(3) 
(4) 
(9) 


Metals-steel 


Nucor 

Worth ington  Inds 

LTV 

Inland  Steel  Inds 

USX-US  Steel 

Bethlehem  Steel 

AmKO 


11.7 
8.1 
2.1 
-14.8 
-22.8 
-27.9 
-35.4 


264.0 
155.0 
171.3 
183.0 
218.8 
157.0 
167.9 


(1) 
(7) 
(4) 
(3) 
(2) 
(6) 
(5) 


Industry  medians    -14.8     171.3 


212.9 
102.8 
191.3 
145.0 
253.1 
150.1 
194.4 

191.3 


(2) 
(7) 
(4) 
(6) 
(1) 
(5) 
(3) 


7.5 
3.0 
5.2 
4.3 


2.5 
0.8 
1.2 
10.1 
1.9 

12.0 
7.0 
5.1 

22.0 
4.2 

5.5 

112.0 

10.6 

6.6 
14.9 
11.5 
10.8 


2.7 

14.0 

6.7 

8.2 
9.2 

30.9 
11.9 
20.5 
65.6 


5.6 
5.8 
35.0 
18.6 
22.2 
27.5 
9.5 
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If  you're  looldng  for  the 

most  cost-efficient  jet, 

loo](  a  little  higher. 


That's  where  you'll  find  the  Learjet  31A.  High  above  the  weather  and  congestion  of  slower  aircraft,  the 
Learjet  31A  slices  through  the  smooth  air  of  the  troposphere  with  an  efficiency  never  before  realized  in  a 
corporate  jet.  An  aircraft  which,  at  any  altitude,  dispels  the  notion  that  >ou  must  choose  bet\\ een  performance 
and  economy.  And  proves  you  can  enjoy  the  lowest  operating  cost  per  mile  without  low  ering  your  standards. 

Look  to  the  Learjet  31A.  The  shortfield  leader.  A  cost-efficient  wonder. 
A  high  altitude  performer  that  is  above  the  ft^ay  and  beyond  compare. 

To  receive  a  profile  of  this  e.xceptional  business  jet,  call  Ted  Farid. 
Vice  President  Domestic  Marketing  at  (316)  946-2450.  Nothing  else  comes  close. 


Learjet 


01992  Uarjet  Inc. 


UUD4  Hnu  rnuuuuiiwii  i 


THE  FORBES  SOOs 


Rank  Company      Per  employee  ($000> 

Profits      Sales  (rank) 


-    Employees 
Assets  (rank)      (000) 


Rank  Company      Per  empk>yee  ($000) Employees 

Profits      Sales  (rank)      Assets  (rank)      (000) 


Retailing-apparei 


Retailing-specialty  retailers 


1 

Gap 

7.9 

86.9 

(3) 

39.6 

(4) 

29.0 

1 

Price  Co 

8.5 

424.3 

(1) 

128.6 

(2) 

16.2 

2 

Limited 

5.2 

78.8 

(5) 

43.8 

(3) 

78.0 

2 

Toys  'R'  Us 

8.3 

149.4 

(6) 

110.9 

(3) 

41.0 

3 

Charming  Shoppes 

4.5 

78.5 

(6) 

49.0 

(2) 

13.0 

3 

Blockbuster 

7.0 

65.0 

(9) 

60.2 

(7) 

13.4 

3 

Nordstrom 

4.5 

106.0 

(1) 

68.1 

(1) 

30.0 

4 

Jostens 

6.6 

88.5 

(7) 

53.3 

(8) 

9.8 

5 

Melville 
Edison  Bros  Stores 

3.0 
2.9 

86.1 
66.3 

(4) 

35.6 

(7) 

114.8 

5 

Costco  Wholesale 

6.5 

399.6 

(2) 

94.7 

(4) 

14.1 

6 

(7) 

36.8 

(6) 

20.9 

6 

AutoZone 

4.7 

82.9 

(8) 

39.9 

(9) 

10.5 

7 

US  Shoe 

0.9 

60.6 

(9) 

25.6 

(9) 

45.0 

7 

Service  Merchandise 

3.4 

151.9 

(5) 

70.3 

(5) 

22.4 

8 

TJX  Cos 

0.7 

93.5 

(2) 

37.5 

(5) 

29.5 

8 

Office  Depot 

1.7 

156.3 

(4) 

67.2 

(6) 

8.3 

9 

Brown  Group 

0.6 

65.2 

(8) 

26.6 

(8) 

26.5 

9 

Spiegel 

1.4 

162.7 

(3) 

141.9 

(1) 

12.2 

Industry  medians       3.0      78.8 


37.5 


Retailing^onsumer  electronics 


1  Intelligent  Electron 

2  Tandy 

3  Circuit  City  Stores 


19.11,075.9  (1) 
4.4  112.9  (3) 
3.8     165.4     (2) 


Industry  medians       4.4    165.4 


331.9  (1) 

82.3  (2) 

76.1  (3) 

82.3 


Retailing-department  stores 


Retailing-drug  &  discount 


1  Medco  Containment 

2  Wal-Mart  Stores 

3  Rite  Aid 
3  Walgreen 
5  Longs  Drug  Stores 


6 
7 
8 
9 

10 
11 
12 
13 


ShopKo  Stores 

Kmart 

Fred  Meyer 

Dayton  Hudson 


21.4 
4.6 
4.0 
4.0 
3.7 

2.5 
2.4 
2.0 
1.9 


392.6 
125.6 
123.5 
138.7 
157.2 


(1) 
(4) 
(5) 
(3) 
(2) 


279.8 
44.2 
59.0 
44.2 


(1) 
(9) 
(3) 
(9) 


Hills  Dept  Stores  0.5 

Caldor  0.4 

Woolworth  -0.4 

Ames  Dept  Stores  -9.8 


81.8  (11) 

96.6  (9) 

117.8  (7) 

101.4  (8) 

81.3  (12) 

120.5  (6) 
69.3  (13) 
95.8  (10) 


44.7  (6) 

43.4  (11) 

44.3  (8) 

42.4  (12) 
59.7  (2) 


Industry  medians       2.4     117.8 


45.1 
49.3 
32.3 
44.6 

44.6 


(5) 

(4) 

(13) 

(7) 


Retaiiing-home  improvement 


1  Home  Depot  10.1  207.5  (1)  101.4  (1) 

2  Hechinger  2.1  131.3  (4)  76.3  (3) 
2  Waban  2.1  198.8  (2)  56.2  (4) 
4                Lowe's  Cos  0.4  180.2  (3)  85.0  (2) 

Industry  medians  2.1  189.5  80.7 


2.0 
40.0 
15.8 


1  Dillard  Dept  Stores  6.4  125.6  (1)  108.9  (2)  32.1 

2  Mercantile  Stores  4.9  103.9  (3)  71.2  (5)  23.5 

3  May  Dept  Stores  4.5  91.9  (4)  75.6  (4)  115.5 

4  Sears,  Roebuck  2.8  124.4  (2)  223.5  (1)  460.0 

5  JC  Penney  1.4  85.5  (6)  66.1  (6)  189.4 

6  Carter  Hawley  Hale  -7.6  70.6  (7)  59.1  (7)  28.8 

7  Federated  Dept  Strs  NA  91.6  (5)  92.6  (3)  77.0 

Industry  medians  3.7  91.9  75.6 


4.0 

349.5 

29.7 

49.8 

15.1 

19.4 
361.0 

23.0 
159.0 

20.7 

15.5 

143.0 

32.3 


24.8 
12.2 
14.0 
17.0 


Industry  medians       6.5     151.9 


70.3 


Transport-railroad 


Illinois  Central  21.6  181.3  (1) 

Santa  Fe  Pacific  6.1  148.9  (4) 

Union  Pacific  1.4  149.3  (3) 

Norfolk  Southern  0.9  139.3  (6) 

CSX  -1.5  172.9  (2) 

Consolidated  Rail  -8.0  125.8  (7) 

Burlington  Northern  -9.6  143.5  (5) 

Industry  medians  0.9  148.9 


390.3 
329.5 
283.0 
317.6 
256.3 
274.5 
199.1 

283.0 


(1) 
(2) 
(4) 
(3) 
(6) 
(5) 
(7) 


Transport-trucking  &  shipping 


Travel-airline 


1  Southwest  Airlines  2.9  142.8  (3) 

2  AMR  -2.3  125.9  (6) 

3  Delta  Air  Lines  -3.8  158.1  (1) 

4  UAL  -4.2  149.3  (2) 

5  USAir  Group  -6.0  127.7  (5) 

6  Continental  Airlines  -7.6  137.5  (4) 

Industry  medians  -4.0  140.2 


199.7      (1) 
158.3      (2) 


143.3 
126.4 
126.5 

91.1 

134.9 


(3) 
(5) 
(4) 
(6) 


Travel-hotels  &  recreation 


Walt  Disney  12.3  120.5  (1) 

Caesars  World  7.7  94.6  (2) 

Circus  Circus  7.7  60.3  (4) 

Carnival  Cruise  Lines  5.4  89.2  (3) 

Hilton  Hotels  2.2  27.8  (7) 

Marriott  0.4  40.5  (6> 

Bally  Manufacturing  -1.1  45.8  (5) 

Industry  medians  5.4  60.3 


187.8 
89.2 
58.6 

168.2 
56.1 
31.1 
87.9 

87.9 


(1) 
(3) 
(5) 
(2) 
(6) 
(7) 
(4) 


3.0 
15.8 
47.1 
32.0 
49.9 
25.9 
31.8 


1  Alexanders  Baldwin  31.0  241.9  (2)  522.0  (1)  3.0 

2  American  President  12.6  480.1  (1)  296.8  (2)  5.1 

3  Roadway  Services  3.4  86.0  (6)  40.3  (6)  37.0 

4  Yellow  Freight  Sys  0.9  81.7  (7)  38.2  (7)  28.7 

5  Consol  Freightways  -1.0  103.3  (3)  57.9  (5)  39.5 

6  Federal  Express  -1.5  92.7  (5)  71.1  (3)  81.7 
6  Pittston  -1.5  97.3  (4)  62.5  (4)  19.8 

Industry  medians  0.9  97.3  62.5 


9.2 
102.4 
63.4 
78.1 
51.0 
40.4 


55.0 
10.1 
13.4 
15.8 
39.0 
205.7 
30.8 
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ANY       •       R    O    L     M 


With  Telecommuni- 
cations Devices  for 
the  Deaf  (TDDs), 
the  hearing-  and 
speech-impaired  are 
able  to  communi- 
cate via  telephone 
more  easily  than 
ever  before.  Yet  e\en  w ith  these  t\'pe- 
writer-like  devices,  many  disabled 
persons  have  found  it  difficult  to 
break  the  telephones  sound  barrier. 

That's  why  ROLM'  offers  a  special 
link  that  captures  a  TDDs  distincti\e 
tones.  With  our  TDDisplay  applica- 
tion the  benefits  of  PhoneMaiP  can 
now  be  extended  to  hearing- 
impaired  employees  and 
customers. 


This  very  practical 
solution  has  opened 
tremendous  new 
channels  of  commu- 
nication for  the  esti- 
mated thirty"  million 
hearing-  and  speech- 
impaired  .\mericans. 
Which  is  not  only  good  for  business,  it 
will  also  help  companies  comply  with 
the  spirit  of  the  Americans  ^Ith  Dis- 
abilities Act  of  1990  by  improving 
access  for  the  disabled  to  lelecxDmmu- 
nications  senices. 

For  more  information,  call  ROLM  at 
(800)  624-8999  ext.  235  -  Voice  access: 
( 203)  ^49-6833  -  TDD  access. 

We  ask  better  questions. 
You  get  better  answers. 


An  IBM  and  Siemens  Company 


GttmuDel  nine  s^rw^  sintKiis  tor  »9  woi«  KXM   fKUH  ana  Pnontttat  aim  B^ulmma  traOmrmits  c^  KXU  C^imiim.  C  1991  tOlMI  Camtmy 


ND     Siemens    compan'*     •    rol 
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THE  FORBES  SOOs 


If  the  U.S.  economy  were  static  and  predictable,  there 
would  be  less  need  to  look  at  four  different  pictures  of 
corporate  size.  The  following  alphabetic  summary  shows 
where  each  of  the  Forbes  500s  companies  is  ranked. 


Why  use  four  measures — sales,  profits,  assets  and  market 
value — to  assess  corporate  size?  The  best  reason  is  the 
dynamic  nature  of  American  business  and  how  quickly  a 
company's — indeed  an  entire  industry's — prospects  can 
change.  For  example,  measuring  bigness  strictly  by  sales 
would  overlook  emerging  companies  like  software  pro- 
ducer Borland  International.  Borland's  sales  were  only 
$502  million  last  year.  But  it's  a  powerhouse  in  an  up-and- 
coming  industry;  Wall  Street  values  it  at  $1 .7  billion.  As  a 
result,  Borland  is  number  403  on  the  Market  Value  500, 
even  though  it  fails  to  qualify  for  the  Sales  500  ranking. 

Measured  by  sales,  assets  and  even  market  value,  compa- 
nies like  IBM,  General  Motors,  Ford  or  Chrysler  are  giants. 
Forbes  recognizes  the  importance  of  these  firms  even 
though  all  of  them  posted  massive  losses  in  1991.  The 
Super  50  (see  Introduction,  p.  190)  identifies  America's 


most  powerfijl  corporations  based  on  their  rankings  on 
each  of  the  four  other  lists. 

Notice  that  ranking  companies  four  ways  provides  a 
kind  of  early-notice  system.  For  example,  Amgen,  the 
biotechnology  firm,  popped  onto  the  Forbes  Market 
Value  500  a  year  ago  and  now  appears  on  the  Profits  500  as 
well.  If  Borland  continues  its  rapid  growth,  it  too  will 
begin  to  show  up  on  the  other  rarudngs  in  the  years  ahead. 

The  list  on  the  following  pages  contains  790  companies, 
14  more  than  last  year.  Of  this  total,  245  firms  make  the 
rankings  in  all  four  categories — sales,  profits,  assets  and 
market  value.  On  the  other  hand,  there  are  227  companies 
that  appear  on  only  one  of  the  lists.  Some,  like  Amgen  and 
Borland,  are  on  their  way  up.  Others,  like  American 
Savings  and  Crown  Central  Petroleum,  are  on  their  way 
down.  That's  life  in  a  dynamic  economy. -Eric  S.  H.\rdy 


-Where  they  rank:  1991- 

Company 

Sales 

Net 

Assets 

Market 

Cash 

EmpwyMS 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

?^ 

profits 

value 

m 

l^ 

($mil) 

($mil) 

(Smil) 

133 

29 

266 

16 

Abbott  Laboratories 

6,877 

1,088.7 

6.255 

25.667 

1.467.7 

44.7 

■ 

253 

■ 

445 

Advanced  Micro  Devices 

1,227 

145.3 

1.292 

1.579 

301.2 

11.6 

■ 

■ 

■ 

449 

AES 

334 

42.6 

1,440 

1,563 

71.8 

0.5 

29 

82 

15 

164 

Aetna  Life  &  Casualty 

19,196 

505.2 

91,988 

4,816 

675.2 

47.7 

■ 

■ 
246 

466 
177 

■ 
330 

Affiliated  Bankshares  of  Colorado 
Aflac^ 

269 
3.283 

18.1 
148.7 

2,912 
10.145 

336 
2.283 

25.8 

2.1 

273 

148,7 

3i 

204 

158 

31 

379 

HF  Ahmanson 

4,592 

245.8 

47.276 

1,918 

343i 

10,6 

305 

154 

348 

155 

Air  Products  8(  Chemicals 

2,967 

252.5 

4,417 

5.059 

575.2 

14.3 

108 

152 

■ 

131 

Albertson's 

8,680 

257.8 

2,216 

5.798 

390,6 

59.0 

194 

444 

■ 

404 

AIco  Standard 

4,805 

71.4 

1.948 

1.714 

1389 

19,9 

■ 

■ 

487 

■ 

Alexander  8i  Alexander  Services 

1,369 

-10.4 

2.767 

882 

61.8 

15,7 

■ 

366 

■ 

497 

Alexander  &  Baldwin 

721 

92.4 

1.555 

1.352 

169.2 

3,0 

.  ■ 

481 

342 

■ 

Alleghany 

1,417 

64.0 

4.539 

795 

96.0 

10,6 

383 

203 

326 

332 

Allegheny  Power  System 

2,282 

194.0 

4.855 

2.271 

383.7 

60 

■ 

■ 

■ 

454 

Allergan 

839 

-59.5 

834 

1.542 

-13,3 

6,0 

63 

■ 

171 

97 

Allied-Signal 

11.831 

-273.0 

10,382 

7.236 

2310 

102,1 

453 

206 

484 

237 

Alltel 

1.748 

1890 

2,787 

3.088 

406.0 

11,6 

89 

486 

159 

125 

Aluminum  Co  of  America 

9,884 

62.7 

11.178 

5.988 

794.3 

65,6 

■ 

■ 

■ 

231 

ALZA 

140 

-621 

580 

3i44 

-55.6 

08 

244 

■ 

293 

408 

AMAX 

3,772 

30,2 

5.542 

1.684 

3491 

20.5 

461 

■ 

■ 

375 

Amdahl 

1.702 

44 

2.336 

1.929 

156.3 

91 

151 

384 

205 

239 

Amerada  Hess 

6.267 

84.3 

8.841 

3.071 

1.102.4 

103 

r 


Not  on  500  list.    '  Formerly  American  Family. 
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Why  Keep  Up  With  The  Joneses 
When  You  Can  Avoid  Them  Altogether. 


Jeep,  Cherokee  Laredo 


ii 


1' 


3^1 


There's  Only  One  Jeep* 
Advantage:  Chrysler^ 

Chrysler's  new  Owner's  Choice  Proteaion  Plan  for  1992  models  includes:  7-year/70.000mile  powertrain  pnnection  or  3-ycar/36.000mile 

J^     bumpei^to-bumper  warranty.  Your  choice.  And  with  no  deductible.  See  limited  warranties,  restrictions,  and  details  at  dealer.  Excludes 

V    normal  maintenance,  adjustments,  and  wear  items.  For  further  information,  or  how  to  buy  or  lease  one.  call  1-800- JEEP-EAGLE. 

Jeep  is  a  registered  trademark  of  Chrysler  Corporation.  Buckle  up  for  safety. 


OFFICUU.  SPONSOn  Of  THE  IM2 

OS.  oompk:  team  m  use  3w 


iT:uimkL>j 


THE  FORBES  500s 


Sales 

-Where  they  rank:  1991 
Net          Assets 
profits 

Market 
value 

Company 

113 

42 

110 

74 

American  Brands 

187 

185 

115 
85 

314 
121 

130 
133 

American  Cyanamid 
American  Electric  Power 

19 
216 

43 
88 

6 
46 

60 
170 

American  Express 
American  General 

■ 

364 

■ 

473 

American  Greetings 

125 

17 

281 

17 

American  Home  Products 

35 
363 

■ 

12 

■ 
287 

19 
447 
312 

30 

■ 
■ 

American  International  Group 
American  Medical  Holding 
American  National  Insurance 

364 

479 

■ 

■ 

American  President  Cos  Ltd 

■ 

■ 

422 

■ 

American  Savings  Bank 

23 

163 

235 

327 

American  Stores 

5 

■ 

75 
427 

26 

'  ■ 

7 

■ 

American  Telephone  &  Telegraph 
American  Water  Works 

75 

24 

81 

39 

Ameritech 

296 

■ 

■ 
346 

■ 
■ 

■ 
85 

Ames  Department  Stores 
Amgen 

20 

23 

58 

21 

Amoco 

295 

150 

453 

112 

AMP 

50 

■ 

102 

128 

AMR 

■ 
■ 
73 

402 
■ 
34 

194 
218 
180 

■ 
■ 
34 

AmSouth  Bancorporation 
Anchor  Bancorp 
Anheuser-Busch  Cos 

308 

160 

148 

267 

Aon 

147 
103 

123 
84 

392 
237 

91 
79 

Apple  Computer 
Archer  Daniels  Midland 

■ 
320 

383 

■ 

■ 
322 

■ 
■ 

Argonaut  Group 
Arkia 

496 

■ 

■ 

■ 

Armco 

366 
472 

■ 
■ 

■ 
■ 

■ 
■ 

Armstrong  World  Industries 
Arvin  Industries 

438 

■ 

463 

■ 

Asarco 

99 

208 

300 

374 

Ashland  Oil 

■ 

451 

■ 

■ 

AST  Research 

■ 

379 

■ 

■ 

Atlantic  Energy 

34 

46 

69 

37 

Atlantic  Richfield 

446 

■ 

164 

■ 

■ 
■ 

111 
282 

Automatic  Data  Processing 
AutoZone 

351 
465 

485 

■ 

■ 
■ 

424 

■ 

Avery  Dennison 
Avnet 

250 

269 

229 
460 

■ 

■ 

169 

■ 

229 

Avon  Products 

327 
388 

■ 

■ 

361 

468 
■ 
492 
440 
233 

317 

■ 

■ 

■ 

293 

Baker  Hughes 

Ball  Corp 

Bally  Manufacturing 

Baltimore  Bancorp 

Baltimore  Gas  St  Electric 

224 

74 

33 

75 

Banc  One 

■  Not  on 

500  list. 

Sales 
($mil) 


8,379 
4,986 
5,047 
25,763 
4,395 
1,513 

7,079 
16,884 
2,449 
1,197 
2,449 
301 

20,823 
63,089 

633 
10,818 
3,091 

682 


Net 
profits 
($mil) 

806.1 
358.8 
497.9 
789.0 
480.0 
92.7 

1,375.3 

1,553.0 

3.6 

126.0 

64.0 

-160.1 

240.2 

522.0 

73.6 

1,165.5 

-317.3 

97.9 


Assets 

($mil) 


15,116 
5,054 

14,125 
146,441 

36,105 
1,474 

5,939 
69,389 
3,128 
5,077 
1,514 
3.454 

6,978 
53,355 

2,241 
22,290 

1,439 
866 


Market 
value 
($mil) 

8,930 
5,807 
5,744 
10,506 
4,721 
1.465 

23,987 

19,104 

747 

987 

453 

2 

2.311 

53,223 

686 

15,565 

15 

8,258 


Cash      Empkiyeei 
fk)w         (thou) 
($mil) 


1,087.3 

626.7 

1.043.3 

1.542.0 

480.0 

136.1 

1,542.4 

1,878.2 

164.4 

139.8 

170.5 

-151.5 

276.2 
4,090.0 

125.7 
3,080.2 
-255.1 

119.3 


48.5 
31.8 
22.5 
108.8 
11.5 
21.1 

48.3 

33.8 

31.8 

7.5 

5.1 

0.9 

153.4 

323.0 

4.0 

74.9 

32.3 

1.4 


I 


25,325 

1,173.0 

30,510 

22.025 

3.412.0 

54.3 

3,095 

259.7 

3,007 

6.390 

515.0 

24.9 

12.887 

-239.9 

16,208 

5.916 

643.5 

102.4 

900 

80.4 

9.459 

998 

104.0 

b2 

804 

49.3 

8.278 

85 

71.2 

1.8 

10,996 

939.8 

9.987 

16.462 

1.473.9 

45.2 

2,931 

242.0 

11.633 

2,790 

332.9 

10.0 

6,496 

325.4 

3.745 

7.569 

532.4 

14.5        1 

8,801 

499.1 

6.964 

8.662 

800.8 

12.5 

517 

84.4 

1,946 

695 

97.6 

0.8 

2,779 

13.4 

4.970 

1,063 

203.4 

9.4        ■  i 
9.5 

1,595 

-336.5 

1.847 

521 

-291.3 

2.439 

48.2 

2.150 

1.197 

183.9 

24.1 

1.676 

23.2 

1.125 

487 

858 

16.9 

1,910 

46.0 

2.937 

1,134 

120.8 

9.2 

9.135 

185.6 

5.356 

1.931 

469.9 

33.2 

827 

70.1 

515 

583 

807 

2.5 

778 

85.6 

2.151 

1,040 

151.7 

2.0 

17.037 

709.0 

24.492 

15.723 

2.734.0 

27.8 

1,811 

238.9 

1.659 

5.427 

355.2 

19.0 

868 

49.2 

418 

2.641 

59.5 

105 

2,545 

63.0 

1,740 

1,623 

155.3 

18.0 

1,694 

51.2 

1,175 

896 

74.7 

7.4 

3,593 

135.7 

1.729 

3.267 

197.1 

30.4 

2,747 

161.7 

2,895 

2,374 

316i 

21.1 

2,267 

66.2 

1,559 

966 

174.2 

12.9 

1.412 

-34.5 

2.710 

253 

104.7 

308 

313 

-126.7 

3.186 

83 

-124.0 

1.2          ' 

2.459 

233,7 

7.079 

2.561 

4761 

9.5 

4.097 

529.5 

46.293 

8.893 

6185 

214 

286 
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CREATIVITY: 


iOne  of  the  ways  GE  Capital  hrinjs  good  things  to  life. 


You've  got  a  financing 
problem.  And  most  lenders 
have  a  solution.  Ma\be  three 
or  four  solutions.  Maybe  the 
same  three  or  four  off-the-shelf 
solutions  the}'  offer  to  ever)'one. 

At  GE  Capital  we  approach 
your  problem  with  an  open 
mind.  A  can-do  attitude.  And 
the  creati\ity  to  structure  the 
right  financial  package  to  meet 
your  needs. 

We  emphasize  creative 
thinking.  We'll  sit  down  with 

Since  1964  GE  Capital  Mortgage 
Insurance  has  helped  more  than  a 
million  buyers  get  the  home 
of  their  dreams  with  as  littie 
as  five  percent  down.  Our 
coverage  protects 
originators,  enabling  them 
to  write  mortgages  with 
down  payments  more 

families  can  afford.    ^V 


On  two  occasions  when  Magma  Copper 
needed  to  lease  55  million  worth  of  rock 
trucks  they  went  with  a  bidder  who,  it 
turned  out  could  not  meet  the  terms  and 
the  time  requirements.  Both  times 
Magma  asked  GE  Capital  to  step  in.  We 
were  able  not  only  to  close  both  deals 
on  schedule,  but  to  devise  lease 
structures  that  provided  off-balance- 
sheet  financing  with  a  fixed 
purchase  option. 


you  and 
get  a  thorough 
understanding  of  your 
problems.  Then  we'll  go  to 
work.  And  we  won't  rest  until 
we've  come 
up  with  a 


solution  that  meets  your 
requirements. 

This  creative  approach  has 
been  helping  customers  since 
1932.  And  it's  help>ed  us  grow 
into  a  company  with  $80.5  billion 
in  assets,  a  triple-A  credit  rating, 
and  a  client  list  that  includes 
some  of  America's  best  known 
companies. 

Creati\it\\  Experience. 
Reliability.  Qualities  that  have 
helped  GE  Capital 
bring 
financial 
solutions  to  life  for  nearlv 
60  years.  Give  us  a  call  at 
1-800-243-2222  to  find  out  how 
we  can  help  you. 

GE  Capital's  Geico  Space  is  the  largest 
supplier  of  modular  buildings  in  the  U.S. 
Over  the  years,  we  ve  responded,  often 
within  hours,  to  customer  needs.  When 
Hurricane  Hugo  pounded  St  Croix,  we 
rushed  four  buildings  to  the  island  by 
barge  so  that  a  construction  company 
could  set  up  temporary  offices. 


GE  Capital 

We  bring  good  things  to  life. 


Aulo  Fleet  Firuncinf;  &•  Scr»K€-»  •  (xtnunc-rrial  F^uipmrni  FinaiKinf;  •  (>>mmrrrial  Real  EMale  Fiaancing 

C^>inpu(er  l<^%mf;  •  (x>qx»rale  Fiiunre  Gnnip  •  Finanri.il  ('•uanini\  InMinnce  (.ompan\  •  ('.FCC  riruncial  Hamui 

Gcico  Spare  •  (ienMar  ('^>niainer  •  ln»uraiKe  Servicer  •  Monjfacc  (.<>rp(>raiK>n  •  Polaris  Airxrafi  l^raMne  •  Raikai  Ser»Tce» 

Retailer  JinanciaKSorvice*  •  TIP  •  Transp<>naiM>n  and  IndtiMnal  Funding  •  Vendor  Financial  Servicr* 
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THE  FORBES  500s 


-Where  they 

rank:  1991- 

Company 

Sales 

Net 
profits 

Assets 

Market 
value 

■ 

309 

152 

498 

Bancorp  Hawaii 

■ 

404 

■ 

400 

Bandag 

209 

■ 

53 

481 

Bank  of  Boston 

222 

295 

42 

.  271 

Bank  of  New  York 

■ 

■ 

347 

'    ■ 

Bank  South 

60 

27 

8 

68 

BankAmerica 

134 

51 

21 

171 

Bankers  Trust  New  York 

■ 

476 

208 

■ 

BanPonce 

■ 

■ 

■ 

453 

CR  Bard 

276 

292 

52 

340 

Barnett  Banks 

■ 

378 

■ 

259 

Bausch  &  Lomb 

101 

60 

199 

61 

Baxter  International 

■ 

■ 

493 

■ 

Bay  View  Capital 

■ 

■ 

189 

■ 

BayBanks 

■ 

496 

267 

■ 

BB&T  Financial 

355 

170 

23 

377 

Bear  Stearns  Cos 

398 

211 

471 

274 

Becton  Dickinson 

59 

18 

63 

33 

Bell  Atlantic 

41 

13 

57 

23 

BellSouth 

447 

245 

181 

417 

Beneficial  Corp 

192 

■ 

■ 

■ 

Bergen  Brunswig 

294 

96 

117 

63 

Berkshire  Hathaway 

220 

■ 

364 

■ 

Bethlehem  Steel 

■ 

417 

■ 

■ 

426 

Betz  Laboratories 

382 

■ 

■ 

Beverly  Enterprises 

■ 

321 

■ 

447 

BHC  Communications 

371 

■ 

■ 

■ 

Bindley  Western  Industries 

■ 

.■ 

■ 

303 

Biomet 

199 

■ 

295 

441 

Black  &  Decker 

■ 

239 

■ 

205 

H8.R  Block 

■ 

359 

■ 

309 

Blockbuster  Entertainment 

■ 

■ 

■ 

427 

BMC  Software 

498 

241 

97 

416 

Boatmen's  Bancshares 

17 

11 

106 

41 

Boeing 

236 

■ 

331 

■ 

Boise  Cascade 

124 

140 

297 

166 

Borden 

■ 

■ 

■ 

403 

Borland  International 

■ 

356 

448 

■ 

Boston  Edison 

■ 

■ 

486 

■ 

Bowater 

72 

5 

195 

9 

Bristol-Myers  Squibb 

■ 

■ 

145 

■ 

Broad 

■ 

469 

■ 

■ 

Brooklyn  Union  Gas 

■ 

258 

■ 

362 

Brown-Forman 

454 

■ 

■ 

■ 

Brown  Group 

284 

■ 

396 

208 

Browning-Ferris  Industries 

339 

483 

■ 

■ 

Bruno's 

408 

■ 

■ 

490 

Brunswick 

208 

■ 

263 

203 

Burlington  Northern 

■  Not  on 

500  list. 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 
value 
{$mil) 

Cash 

fk>w 

($mil) 

Employees 
(thou) 

1,023 

112.7 

11,409 

1,351 

132.5 

4.0 

583 

79.6 

442 

1,747 

101.4 

2.4 

4,547 

-34.4 

32,700 

1,433 

72.7 

16.8 

4,225 

122.0 

39,426 

2,714 

277.4 

13.5 

508 

-55.2 

4,445 

314 

-40.7 

2.9 

12,268 

1,124.0 
667.0 

115,509 

9,904 

1.426.0 
762.0 

55.4 

6,844 

63,959 

4,718 

12.7 

927 

54.6 

8,780 

722 

103.7 

6.5 

876 

57.2 

658 

1,542 

86.7 

8.9 

3,274 

123.8 

32,721 

2,233 

243.1 

18.1 

1,520 

85.9 

1,770 

2,864 

154.6 

13.4 

8,921 

591.0 

9,340 

10,330 

1,018.0 

65.4 

282 

9.6 

2,710 

122 

13.6 

0.3 

1,021 

9.7 

9,516 

461 

33.3 

5.6 

594 

60.2 

6,229 

654 

68.3 

3.2 

2,527 

232.5 

54,670 

1,927 

270.3 

5.7 

2,191 

182.1 

2,860 

2,683 

334.0 

18.6 

12,280 

1,331.6 

27,882 

16,733 

3,630.3 

78.7 

14,446 

1,506.9 

30,942 

21,658 

4,472.3 

99.0 

1,810 

148.8 

9,964 

1,651 

191.1 

8.0 

4,863 

55.9 

1,492 

700 

71.2 

3.7 

3,106 

439.9 

14,462 

10,228 

477.1 

22.0 

4,318 

-767.0 

4,128 

1,175 

-525.6 

27.5 

666 

75.5 
29.2 

476 
1,673 

1,616 

109.4 

3.8 

2,301 

654 

117.5 

92.5 

263 

108.1 

1,978 

1.567 

254.4 

0.8 

2,393 

11.4 

496 

112 

15.1 

0.4 

260 

48.5 

242 

2.487 

55.6 

1.3 

4,637 

53.0 

5,533 

1,592 

255.3 

41.0 

1,328 

150.7 

714 

3,605 

190.5 

4.2 

868 

93.7 

804 

2,419 

282.9 

13.4 

174 

42.0 

207 

1,615 

49.5 

0.8 

1,588 

150.1 

17,635 

1.654 

192.3 

8.8 

29,314 

1,567.0 

15,784 

15.237 

2,393.0 

159.1 

3,950 

-79.5 

4.729 

882 

165.8 

19.7 

7,235 

294.9 

5,481 

4.799 

511.8 

44.4 

502 

-80.7 

386 

1.719 

-40.9 

24 

1,320 

94.7 

3,120 

970 

259.3 

4.7 

1,289 

45.6 

2,780 

931 

177.6 

5.0 

11,159 

2,056.0 

9.416 

41,627 

2.302.0 

53.2 

809 

46.8 

11.836 

552 

46.8 

\2 

1,005 

65.5 

1.828 

816 

115.9 

3.6 

1,203 

141.9 

1.133 

2.039 

179.0 

5.5 

1,728 

15.7 

705 

463 

45.8 

26.5 

3.183 

44.6 

3.693 

3.527 

3986 

26.1 

2,658 

635 

834 

1.279 

106.8 

21.0 

2,088 

-237 

1.857 

1.384 

109.7 

20.0 

4,559 

-306.0 

6.324 

3.661 

41.0 

318 

288 


Forbes  ■  .\pril  27,  1992 


Over  the  years,  we've 


provided  people  with 


something  very  rare.  IVaee  of 


mind.  Financial  protection 


for  fiimilies.  Employees.  And 


innovative  ways  to  help  people 


get  back  on  their  feet. 


That's  whv  ITT  Hartford 


has  become  one  of  the 


leading  insurance  companies  m 


the  world.  There  are  nine 


businesses  in  ITT  This  is  the 


one  that  helps  protect  you. 


ITT  HARTFORD 


r   l'"M  II  I  (  OKI'OKAIION 


HHH 

■  iTiliJ 

1 

^^ 

1  THE  FORBES  SOOs 

■■ 

-Where  they  rank:  1991- 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

ftow 

(ttwu) 

profits 

value 

($mil) 

($mil) 

($mil) 

452 

192 

265 

172 

Burlington  Resources 

1,754 

205.4 

6,290 

4,674 

494.5 

4.7 

■ 

■ 

■ 

446 

Cabletron  Systems 

263 

52.4 

208 

1,570 

58.9 

1.7 

'  ■ 

297 

■ 

■ 

Cabot 

1,467 

120.6 

1,571 

775 

202.7 

5.7 

■ 

412 

■ 

■ 

Caesars  World 

951 

77.6 

897 

926 

135.0 

10.1 

443 

■ 

■ 

■ 

Catdor 

1,868 

5.9 

764 

231 

40.8 

15.5 

456 

■ 
95 

93 

352 

■ 
73 

CalFed 
Campbell  Soup 

1,716 

-139.1 

18,395 

83 

-91.3 

4.3 

156 

6,132 

450.9 

4,376 

9,184 

648.0 

47.4 

177 

109 

246 

96 

Capital  Cities/ABC 

5,382 

374.7 

6,696 

7,271 

533.1 

19.9 

337 

155 

89 

273 

Capital  Holding 

2,671 

250.2 

18,873 

2,688 

270.9 

8.5 

■ 

381 

497 

175 

Carnival  Cruise  Lines 

1,405 

85.0 

2,650 

4,569 

170.2 

15.8 

335 

107 

226 

186 

Carolina  Power  8i  Light 

2,686 

377.0 

7,523 

4,239 

818.2 

8.1 

399 

■ 

■ 

■ 

Carter  Hawley  Hale  Stores 

2,187 

-132.6 

1,700 

76 

-83.6 

28.8 

■ 

■ 

■ 

459 

Carter-Wallace 

669 

45.6 

572 

1,518 

66.1 

U 

83 

■ 

141 

159 

Caterpillar 

10,182 

-404.0 

12,042 

5,021 

198.0 

56.0 

490 

490 

■ 

■ 

CBI  Industries 

1,615 

61.1 

1,479 

1,279 

143.7 

13.0 

300 

■ 

480 

338 

CBS 

3,035 

-85.8 

2,799 

2,247 

-25.9 

6.4 

■ 

228 

416 

204 

Centel 

1,181 

161.8 

3.492 

3,617 

367.8 

10.8 

348 

166 

140 

294 

Centerior  Energy 

2,569 

237.4 

12.042 

2,558 

480.1 

8.6 

402 

■ 

■ 

■ 

Centex 

2,155 

29.4 

2,011 

809 

45.4 

5i 

299 

108 

197 

162 

Central  &  South  West 

3,047 

375.0 

9,396 

4,848 

701.0 

8.5 

■ 

499 

272 

■ 

Central  Bancshares  of  the  South 

572 

59.4 

6,122 

660 

71.7 

2.8 

■ 

493 

241 

■ 

Central  Fidelity  Banks 

639 

60.4 

6.806 

780 

73.5 

3i 

195 

■ 

212 

284 

Champion  International 

4,789 

40.3 

8,656 

2,615 

381.9 

28.0 

■ 

■ 

■ 

443 

Charming  Shoppes 

1,021 

58.3 

637 

1,581 

90.0 

13.0 

62 

76 

12 

209 

Chase  Manhattan 

11,840 

520.0 

98,197 

3,514 

775.0 

37.8 

43 

235 

7 

81 

Chemical  Banking 

14,145 

154.0 

138,930 

8.559 

346.0 

44.4 

13 

21 

47 

22 

Chevron 

36,461 

1,293.0 

34,636 

21,917 

3,944.0 

54.7 

200 

280 

445 

419 

Chiquita  Brands  International 

4,627 

128.5 

3,143 

1,643 

201.6 

46.0 

16 

■ 

38 

151 

Chrysler 

29,370 

-538.0 

43,071 

5,255 

927.0 

99.9 

211 
31 

69 

124 

136 

Chubb 

4,513 

552.0 

13,775 
66,737 

5,707 
3,992 

585.9 

10.1 

94 

20 

192 

Cigna 

18,750 

453.0 

453.0 

53.4 

■ 

251 

423 

378 

Cincinnati  Financial 

1,161 

146.3 

3,436 

1.922 

152.3 

1.9 

■ 

189 

339 

363 

Cincinnati  Gas  8(  Electric 

1,518 

207.0 

4.584 

2.033 

337.6 

5.4 

■ 

441 

■ 

■ 

Cipsco 

722 

72.1 

1.754 

912 

141.5 

2.7 

301 

■ 

■ 

■ 

Circle  K 

3,011 

-250.8 

1,063 

23 

-180.4 

24.7 

342 

491 

■ 

431 

Circuit  City  Stores 

2.616 

60.9 

1.204 

1.608 

94.6 

15.8 

■ 

329 

■ 

326 

Circus  Circus  Enterprises 

806 

103.3 

783 

2,315 

152.2 

13.4 

■ 

500 

■ 

307 

Cisco  Systems 

244 

58.8 

219 

2.457 

63.5 

0.4 

■ 

■ 

309 

■ 

Citadel  Holding 

533 

2.7 

5,127 

99 

12.7 

08 

15 

■ 

1 

121 

Citicorp 

31,839 

-914.0 

216,922 

6.103 

-190.0 

90.5 

■ 

310 

■ 

366 

Citizens  Utilities 

548 

112.4 

1,721 

2.001 

159.6 

2.3 

■ 
471 

■ 

340 

■ 

City  National 

437 

-21.2 

4.565 

431 

-16.3 

12 

487 

■ 

289 

Clorox 

1,679 

62.2 

1.484 

2.572 

154.4 

5.8 

307 

■ 

269 

395 

CMS  Energy 

2.941 

-261.3 

6.194 

1.776 

21.7 

9.5 

■ 

■ 

214 

■ 

Coast  Savings  Financial 

880 

41.7 

8,596 

153 

53.6 

1.8 

94 

350 

192 

318 

Coastal  Corp 

9,549 

963 

9,487 

2,373 

397.7 

16.3 

67 

8 

174 

6 

Coca-Cola 

11,572 

1,618.0 

10,222 

53,823 

1.8794 

26.5 

228 

■ 

249 

411 

Coca-Cola  Enterprises 

4.051 

-82.4 

6.677 

1.671 

1688 

22.5 

■  Not  on 

500  list. 
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iil    Spie  -  Capag  Equipment 


SUCCESS 

BREEDS     SUCCESS 


CDME 


A 

TETRA 


YOUGO-ARABCO 


Roche 


V 


EAGLE    STAR 

INTERNATIONAL 


l(.i  REYNOIDS  T0«ACCO  MTERNATKXAL  &A. 


immm 


^mmmmmmmmmm 


Wardley  Cyprus 


4 


In  1975  Cyprus  began  offering  innovative  incentives  to 
companies  wishing  to  manage  their  international  affairs 
from  its  shores.  Among  the  first  to  take  advantage  of 
these  incentives  were  a  handful  of  pioneering  enterprises 
such  as  MEPA  INSURANCE,  LINOTYPE-HELL,  IMPACT/BBDO, 
KARDEX,  SC  JOHNSON  and  NCR. 

Today  more  than  900  offshore  enterprises  conduct  their 
regional  or  worldwide  activities  from  fully-fledged  offices 
on  the  island.  Included  among  these  are  some  of  the 
world's  best  known  multinationals! 

Their  success  is  our  success! 

For  more  information  please  contact: 

THE  CENTRAL  BANK  OF  CYPRUS 


ORGANON 


LFC  MIDDLE  EAST  LIMFTED 


jh 


American  Life  Insurance  Co 


mCTITO 


BAICLAVS  BANK  PLC 


ILANDIS&GYR) 


E?^ 


P€PSI-CCXA  INTERNATIONAL 


International  EHvision 

36  Metochiou  Street,  P.O.Box  5529,  Nicosia,  Cyprus 

Telephone:  357  2  445281  (ext.  216) 

Fax:  357  2  472012,  Telex:  2424  Central  Cy 


#BalsamA3 


y 


Kesti^el 


Mobil  Petrochemicals 


Bull 


UNITED  DISTILLERS 


Dow  Jones  Global  Irtotmaiion 


>IP 

Associated  Press 


OC  ALFA- LAVAL 

ji_au-i 


GENERALE  DE  CREDIT 

Raychem 


New  technology  can  seem  a  little  intimidating. 


Recently  a  leading  computer 
industry  publication  reported 
some  frightening  statistics. 

While  investments  in  informa- 
tion technology  have  reached 

©  1991  Andersen  Consulting  AH  nghts  reserved. 


40%  of  U.S.  capital  spending, 
national  productivity  has  not  im- 
proved since  1973. 

So  the  anxiety  over  new  spend- 
ing is  justifiable,  even  healthy 


The  evidence  indicates  that 
technology  alone  doesnl  pay 
off.  Maybe  it's  time  to  recogniz 
that  hardware  companies  sell 
hardware.  Period. 


r 


Andersen  Consulting  sells 
something  even  more  powerful. 

A  way  to  seamlessly  link  tech- 
nology to  your  strategies,  opera- 
tions and  human  resources. 


In  other  words,  a  way  to  turn 
technological  advances  into 
competitive  advantage.  It's  an 
approach  we  can  apply  for  any 
organization.  Without  fear 


Andersen 
Consulting 


ARTHUR  ANDERSEN  &  CQ,  S.C. 


Where  we  go  from  here.' 
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-Where  ttiey  rank:  1991- 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Empkiyees 

Sales 

Net 
profits 

Assets 

Market 
value 

($mil) 

profits 
($mil) 

($mil) 

value 
{$mil) 

fkw 
($mil) 

(thou) 

159 

290 

343 

100 

Colpte-Palmolive 

6,060 

124.9 

4.511 

7.138 

271.1 

245 

■ 

■ 

452 

■ 

Colorado  National  Bankshares 

395 

10.8 

3.044 

331 

24.5 

2.7    . 

345 

■ 

262 

■ 

Columbia  Gas  System 

2,577 

-794.8 

6332 

929 

-509J 

lOi 

■ 

■ 

482 

358 

Comcast 

721 

-155.6 

2,794 

2,086 

8.7 

3.6 

395 

461 

308 

■ 

Comdisco 

2,197 

66.0 

5,148 

598 

1,008.0 

2.1 

■ 

236 

119 

392 

Comerica 

1,401 

153.4 

14,451 

1.799 

190.7 

7.1 

■ 

497 

243 

■ 

Commerce  Bancshares 

594 

59i 

6,765 

681 

83.1 

3.8 

■ 

■ 

335 

■ 

Commercial  Federal 

542 

41.6 

4,664 

72 

58.4 

0.9 

150 

352 

87 

92 

Commonv»ealtti  Edison 

6,276 

94.9 

20,084 

7.551 

%9.1 

19.6 

277 

278 

478 

312 

Compaq  Computer 

3,271 

130.9 

2,826 

2,410 

2%.7 

10.8 

■ 

218 

■ 

251 

Computer  Associates  International 

1,438 

173.0 

2.308 

2.%7 

307.9 

6.8 

429 

467 

■ 

■ 

Computer  ScierKes 

1.945 

65.5 

1,342 

1,128 

125.0 

22.5 

24 

114 

163 

114 

ConAgra 

20,459 

363.9 

10,667 

6,378 

669.2 

70.6 

495 

365 

■ 

■ 

Conner  Peripherals 

1,599 

92.5 

1,335 

1.198 

142.6 

8.9 

■ 

2% 

150 

■ 

Conseco 

1,392 

121.0 

11,5% 

888 

230.4 

1.0 

162 

66 

160 

120 

Consolidated  Edison 

5,873 

566.9 

11,108 

5.165 

926.7 

19.3 

225 

■ 

■ 

■ 

Consolidated  Freightways 

4,082 

-40.4 

2,285 

627 

128.1 

39.5 

343 

223 

319 

249 

Consolidated  Natural  Gas 

2.607 

168.6 

5,011 

2.%9 

453.3 

7.7 

■ 

369 

■ 

386 

Consolidated  Papers 

872 

91.4 

1,411 

1,847 

156.4 

48 

280 

■ 

232 

212 

Consolidated  Rail 

3,252 

-207.0 

7,0% 

3,443 

100.0 

259 

173 

■ 

398 

■ 

Continental  Airlines  Holdings 

5,551 

-305.7 

3,678 

11 

-59.7 

40.4 

381 

■ 

73 

■ 

Continental  Bank 

2,301 

-76.0 

24,008 

921 

-55.6 

5-2 

175 

■ 

122 

460 

Continental  Corp 

5,425 

55.7 

14,047 

1,518 

110.9 

14.9 

154 

104 

228 

113 

Cooper  Industries 

6.163 

393i 

7,149 

6.381 

65U 

55.7 

■ 

405 

■ 

347 

Cooper  Tire  8i  Rubber 

1,001 

79.4 

671 

2.141 

111.4 

6.4 

436 

■ 

■ 

■ 

Adolph  Coors 

1,917 

23.9 

1,986 

703 

167.8 

lU 

372 

174 

83 

305 

CoreStates  Financial 

2,386 

228.1 

21,624 

2.473 

321.7 

13.4 

278 

129 

384 

110 

Corning 

3,259 

311.2 

3,853 

6.484 

542.5 

29.7 

171 

368 

■ 

180 

Costco  Wholesale 

5,614 

91.5 

1,331 

4.464 

118.7 

14.1 

153 

110 

344 

105 

CPC  International 

6,189 

372.7 

4.510 

6.644 

627i 

349 

■ 

308 

■ 

■ 

Cray  Research 

862 

113.0 

1.079 

1.189 

2324 

5.1 

■ 

■ 

146 

■ 

Crestar  Financial 

1,211 

33.8 

11,828 

757 

74.0 

5.8 

451 

■ 

■ 

■ 

Crown  Central  Petroleum 

1,765 

-6.0 

688 

243 

27.3 

4.3 

241 

283 

456 

291 

Crown  Cork  it  Seal 

3,807 

128.1 

2.983 

2.566 

256.5 

17.5 

■ 

■ 

351 

■ 

CSF  Holdings 

381 

22.4 

4,384 

49 

27.7 

09 

109 

■ 

131 

115 

CSX 

8.636 

-76.0 

12.798 

6,327 

425.0 

49.9 

■ 

■ 

450 

■ 

Cullen/Frost  Bankers 

289 

0.2 

3,079 

178 

77 

1.7 

259 

■ 

■ 

■ 

Cummins  Engine 

3,406 

-65.6 

2.041 

946 

616 

239 

470 

■ 

■ 

■ 

Cyprus  Minerals 

1,679 

42.7 

1.966 

849 

197.1 

12 

205 

■ 

360 

442 

Dana 

4.591 

13.5 

4.179 

1.584 

2061 

360 

■ 

413 

■ 

■ 

Data  General 

U12 

77.2 

995 

346 

185,7 

9.6 

■ 

■ 
135 

404 
193 

■ 

Dauphin  Deposit 

334 

16,115 

45.7 

un 

470 

51i 

1./ 

37 

177 

Dayton  Hudson 

301.0 

9.485 

4.550 

711.0 

1590 

401 

435 

■ 

■ 

Dean  Foods 

2.168 

72.7 

883 

999 

122.8 

9.3 

126 

■ 

149 

191 

Deere  8i  Co 

7.069 

3.0 

11.623 

4.021 

214.4 

37.5 

■ 

400 

■ 

■ 

Delmarva  Power  &  Light 

845 

805 

2.264 

i.oeo 

1798 

28 

85 

■ 

203 

227 

Delta  Air  Lines 

10.020 

-2395 

9.083 

3.274 

3215 

S3.4 

■ 

210 

■ 

213 

Deluxe 

1,474 

1829 

1.099 

3.436 

2589 

17.4 

■  Not  on 

500  l«t. 
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Who  knows 
your  disability  insurance 

needs  best? 
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THE  FORBES  SOOs 


Sales 


-Where  they  rank:  1991- 
Net         Assets 
profits 


Market 
value 


Company 


■ 

■ 

313 

■ 

Deposit  Guaranty 

251 

65 

170 

174 

Detroit  Edison 

272 

■ 

406 

435 

DiaP 

346 

■ 

■ 

■ 

Diamond  Shamrock 

42 

■ 

143 

102 

Digital  Equipment 

229 

191 

414 

167 

Dillard  Department  Stores 

■ 

■ 

172 

■ 

Dime  Savings  Bank  of  New  York  FSB 

■ 

■ 

407 

■ 

Discount  Corp  of  New  York 

141 

50 

173 

28 

Walt  Disney 

281 

273 

483 

357 

Dole  Food3 

■ 

■ 

186 

■ 

Dominion  Bankshares 

243 

91 

158 

135 

Dominion  Resources 

237 

195 

427 

196 

RR  Donnelley  &  Sons 

396 

282 

■ 

310 

Dover 

30 

33 

68 

35 

Dow  Chemical 

455 

439 

■ 

211 

Dow  Jones 

■ 

■ 

388 

■ 

Downey  Savings  &  Loan  Assn 

■ 

299 

459 

409 

461 

DPL 

■ 

274 

378 

DQE 

202 

266 

439 

275 

Dresser  Industries 

■ 

456 

■ 

452 

Dreyfus 

11 

16 

45 

13 

Et  du  Pont  de  Nemours 

240 

62 

168 

106 

Duke  Power 

198 

78 

328 

65 

Dun  8t  Bradstreet 

497 

307 

■ 

238 

Duracell  International 

422 

315 

■ 

■ 

E-Systems 

28 

■ 

71 

48 

Eastman  Kodak 

266 

424 

449 

277 

Eaton 

467 

■ 

■ 

■ 

Echlin 

■ 

492 

■ 

■ 

Edison  Brothers  Stores 

334 
123 
367 
45 
315 

227 


347 


119 

221 

46 


367  ■  ■  AG  Edwards 

395  ■  465  EG8.G 

55  252  51  Emerson  Electric 

377  ■  430  Engelhard 

161  178  197  Enron 

■  442  ■  Enserch 

87  120  158  Entergy 

■  ■  472  Equifax 

■  444  ■  Equimark 

■  358  ■  Equitable  of  Iowa  Cos 
477  ■  ■  Equitable  Resources 
190  222  248  Ethyl 


1 

16 

2 

Exxon 

■ 

402 

■ 

Farm  St  Home  Financial 

■ 

285 

269 

Federal  Express 

67 

32 

90 

Federal  Home  Loan  Mortgage 

15 

5 

31 

Federal  National  Mortgage  Assn 

390 

■ 

■ 

Federal  Paper  Board 

t.   ' 

Formerly  Greyhound  Dial. 

'  Formerly  Castle  &  Cooke, 

Sales 

Net 

Assets 

Market 

Cash 

Empkjyees 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

($mil) 

($mil) 

($mil) 

446 

32.2 

5,059 

271 

46.8 

2.5 

3,592 

568.0 

10,464 

4,575 

980.3 

9.5 

3,310 

-5.1 

3,592 

1,601 

103.1 

32.8 

2,576 

37.1 

1,222 

599 

89.5 

5.9 

14,238 

-864.5 

11,944 

7,072 

-21.5 

122.5 

4,036 

206.2 

3,499 

4,798 

318.9 

32.1 

1,011 

-51.0 

10,329 

107 

-33.7 

2.3 

266 

-13.6 

3,582 

90 

-11.3 

0.4 

6,627 

674.3 

10,327 

19,574 

1.501.6 

55.0 

3,216 

133.7 

2.793 

2,086 

220.5 

50.5 

1,030 

20.6 

9,711 

559 

53.7 

5.3 

3,786 

459.9 

11,201 

5,721 

1.013.1 

12.8 

3,915 

204.9 

3,404 

3,886 

446.9 

29.3 

2,196 

128.2 

1,357 

2,418 

213.6 

19.7 

18,807 

942.0 

24,727 

16,276 

2,407.0 

62.2 

1.725 

72.2 

2.471 

3,464 

255.4 

9.6 

340 

24.9 

3.778 

247 

24.9 

0.8 

996 

119.2 

2.973 

1,674 

215.6 

3.1 

1,199 

133.6 

3,935 

1,508 

309.3 

43 

4,607 

135.9 

3,191 

2,678 

239.1 

32,5 

282 

67.9 

847 

1.557 

74.7 

1,6 

38,151 

1,403.0 

36,117 

30,997 

4.354.0 

138,5 

3,817 

583.6 

10,471 

6,627 

1,203.4 

18,8 

4,643 

508.5 

4,777 

10,082 

859.4 

60.7 

1,589 

113.6 

2,282 

3,088 

258.9 

7.8 

1,991 

109.5 

1,075 

1,079 

160.6 

18.5 

19,419 

17.0 

24,170 

13,200 

1,494,0 

133.8 

3,381 

74.0 

3,087 

2,657 

239.0 

36.1 

1,681 

43.6 

1.219 

1,059 

99.8 

17.8 

1,385 

60.8 

769 

827 

120.3 

20.9 

851 

91.8 

1,426 

1,083 

109,9 

8.2 

2,689 

81.2 

698 

1,495 

115,0 

35.0 

7,443 

637.7 

6.562 

12,330 

933,0 

69.5 

2,436 

87.9 

1,256 

1,608 

165.8 

6.7 

13,520 

241.8 

10,072 

3,755 

607.7 

72 

2,835 

19.1 

3,163 

873 

153,6 

11.1 

4,051 

482.0 

14,383 

5,029 

880,9 

13.1 

1,094 

54.1 

716 

1,468 

110,0 

13.8 

355 

-7.9 

3.152 

57 

1,0 

1.7 

731 

31.1 

4.229 

338 

41,6 

5.2 

680 

64.2 

1.375 

746 

118,8 

23 

2,575 

206.7 

7,905 

2.973 

296,5 

5,9 

102,847 

5,600.0 

87,560 

67,958 

10.424,0 

102,5 

330 

17.4 

3,638 

90 

19,3 

0.7 

7,573 

-118.6 

5.806 

2,750 

440,3 

81.7 

4.262 

555.0 

46,860 

7.728 

555,0 

23 

13,347 

1.455.4 

147.072 

17,712 

1.455.4 

2.6 

1.435 

82.4 

2.493 

1.322 

2051 

7.4 

296 
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UNUM. 

That's  who. 


I?  * 


UNUM.  You're  covered  by  the  nation's 
leading  disability^  insurer. 


^;*Cv:^, 


;>v 


;^ 


i€i'*i'j^. 


UNUM.  You  benefit  fi*om  unequalled  risk 
management  and  rehabilitation  capabilities. 


-i 

UNUM.  Meeting  your  benefit  needs  with 
disability^  plans,  specialty^  employee  benefits, 
retirement  and  long  term  care  plans. 


•^"M 


■^•^'  ■■^■^ 


A  '"'.■-'''- 


<        ♦ 
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i 


q/j 
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You  can  count  on  what  we  know.    .. 

I 'MM  Life  Insurance  Company  of  AnKTita.  Portland.  Maine  04T2l  '^ 

(All  NtaicM-xcipt  New  York) 

HirM  I M  M  Life  Insurance  Company.  Tarr>  town,  .New  York  10S91 

(New  York  state  onl\) 

©  1992  LNLM  Corporation 

l-8lX)-63-J-8026 


■;f!Ki:ii:[i 


THE  FORBES  SOOs 


Sales 


-Where  they  rank:  1991- 
Net    Assets 
profits 


Market 
value 


127 

■ 

'270 


445 
193 


322 


182 


219 


214 
49 

■ 
410 

144 

238 

148 

3 

■ 
■ 

421 

■ 

179 

■ 

■ 

486 


26: 


411 


41 

179 
376 

■ 
393 

■ 
270 

498 
482 
125 
453 
271 


347 
437 
436 
219 

224 
217 
193 


162 
325 
348 
313 


230 
207 
470 
244 
261 
389 

94 
28 
298 
182 
321 
202 

59 
296 
286 
254 

29 
101 

234 
223 
34 
273 
138 
434 


268 


359 
360 


296 
458 


323 


179 


437 


Company 


Federated  Department  Stores 

Fifth  Third  Bancorp 

Fina* 

First  Alabama  Bancshares 

First  American  Corp 

First  Bancorporation  of  Ohio 

First  Bank  System 

First  Chicago 

First  Citizens  BancShares 

First  City  Bancorp  of  Texas 

First  Commerce 

First  Empire  State 

First  Fidelity  Bancorp 
First  Financial  Management 
First  Florida  Banks 
First  Hawaiian 
First  Interstate  Bancorp 
First  of  America  Bank 

First  Security 

First  Tennessee  National 

First  Union 

First  Virginia  Banks 

Firstar 

FirstFed  Financial 


196 

■ 

FirstFed  Michigan 

460 

■ 

FirsTier  Financial 

35 

210 

Fleet/Norstar  Financial 

461 

■ 

Fleming  Cos 

■ 

384 

FlightSafety  International 

317 

319 

Florida  Progress 

■ 

224 

Fluor 

479 

412 

FMC 

■ 

98 

Food  Lion 

3 

29 

Ford  Motor 

■ 

499 

Forest  Laboratories 

490 

■ 

Fortune  Bancorp 

361 
155 


140 
368 
236 
280 


Foster  Wheeler 
Fourth  Financial 
FPL  Group 
Franklin  Resources 
Freeport-McMoRan 
Fruit  of  the  Loom 


265 

134 

397 

107 

Gannett 

356 

172 

■ 

116 

Gap 

■ 

389 

413 

■ 

GAH 

403 

202 

367 

228 

Geico 

420 

■ 

■ 

■ 

GenCorp 

■ 

■ 

■ 

223 

Genentech 

Sales 

Net 

Assets 

Market 

Cash 

Employee 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

($mil) 

($mil) 

($mH) 

7,052 

NA 

7,127 

1,148 

MA 

77i) 

885 

138.2 

8,826 

2,786 

149i 

4.1 

3.336 

42.0 

2,861 

1,124 

231.0 

3.8 

659 

78.3 

6,745 

910 

95.0 

4.4 

585 

16.9 

6,377 

509 

32.9 

3.3 

360 

39.6 

3,766 

465 

50.0 

2.5 

1,821 

190.4 

18,301 

2,078 

236.9 

8.9 

4,830 

116.3 

48,963 

2,067 

274.3 

18.8 

492 

29.2 

5,466 

288 

44.5 

3.7 

1.144 

-224.8 

9,943 

36 

-186.6 

6.6 

478 

34.0 

4,995 

459 

46.1 

2.6 

851 

67.2 

9,171 

823 

76.8 

3.1 

2,778 

221.2 

30,215 

2,541 

258.9 

10.6 

1,507 

89.0 

5,485 

1,522 

163.5 

9.5 

561 

^2.4 

5,770 

459 

-16.5 

4.0 

578 

81.7 

6,509 

836 

97.9 

2.6 

5,093 

-288.1 

48,922 

2,346 

-262.2 

30.3 

1,434 

134.9 

16.755 

1,117 

173.8 

lOJ 

707 

59.6 

7,015 

870 

73.3 

4.7 

756 

63.8 

7,904 

78« 

84.0 

4.0 

4,321 

318.7 

46,085 

4,468 

434.7 

22.4 

588 

69.6 

6,119 

830 

93.6 

4.5 

1,254 

134.3 

12,309 

1,599 

166i 

7.8 

304 

28.4 

3,287 

239 

29.1 

0.4 

950 

34.1 

9,415 

184 

43.9 

1.4 

293 

33.3 

2,972 

350 

40.2 

1.6 

4,439 

97.7 

45,445 

3.466 

337.8 

21.9 

12,902 

72.3 

2,956 

1,156 

163.5 

22.9 

268 

72.4 

691 

1,861 

108.8 

2.3 

2,075 

172.1 

5,025 

2,365 

438.4 

7.6 

6.580 

163.8 

2,367 

3,294 

287.5 

20.9 

3,899 

173.1 

2,816 

1,667 

399.5 

23.5 

6,439 

205.2 

1,992 

7,214 

309.8 

50.4 

88,286 

-2,258.0 

174,428 

19,512 

3.520.3 

3327 

228 

46.5 

362 

1.348 

56.8 

1.0 

263 

-11.6 

2,724 

55 

-5.9 

0.7 

1,992 

43.3 

1,635 

987 

78.6 

9.1 

416 

23.1 

4,163 

472 

38.2 

2.1 

5.249 

240.6 

11,282 

5.678 

7586 

15J 

334 

104.0 

627 

1.983 

108.5 

2.1 

1,579 

96.7 

3,565 

3,109 

329.5 

7.5 

1.628 

111.0 

2.115 

2.644 

204.8 

27.7 

3,382 

301.6 

3,684 

6.625 

5014 

38.7 

2.519 

229.9 

1,147 

6,253 

305.4 

29.0 

989 

827 

3,514 

571 

210.4 

47 

2.147 

1%.4 

4,086 

3,268 

207.5 

7.0 

1,993 

32.0 

1.113 

448 

111.0 

14.2 

467 

44.3 

1,231 

3.297 

915 

2.0 

■  Not  on  500  list.    NA:  Not  available.    '  Formerly  American  Petrofina. 


298 


Forbes  ■  .\pril  17,  1992 


44 

Views  From 
Hillsdale 
College^' 


Why  Are  College  Tuitions 
So  Hyi  And  Education  So  Bad? 


Federal  funding  and  the  resultant  politicized  federal 
controls  are  corrupting  our  educational  system. 

High  tuition  costs  reflect,  in  part,  the  high  administrative 
cost  and  administrative  staffing  required  by  the  thousands  of 
pages  of  rules  imposed  by  the  federal  government.  Tuition 
costs  also  reflect  the  eagerness  for  federal  grants  which  lead 
to  all  kinds  of  faculty,  staff  and  facility  expansion  that  can't 
be  supported  after  the  grants  expire. 

Grants  are  also  creating  a  non-teaching  faculty  At  one 
prestigious  Ivy  League  university,  over  one-half  of  the  classes 
are  taught  by  graduate  students. 

American  parents  have  a  right  to  demand  that  faculty 
teach,  that  admission  standards  reflect  merit  and  the  pursuit  of 
excellence,  and  that  common  sense  replace  "politically  correct" 
indoctrination  on  our  campuses. 

Today,  three  out  of  every  four  dollars  in  student  aid  are 
federal  dollars.  The  dependence  on  governmental  largesse 
has  become  an  economic  necessity  for  educational  institutions. 
But  are  taxpayers  and  students  getting  their  money's  worth? 

Government  regulations  have  continually  pushed  down 
admission  standards  and  forced  artificial  quotas  not  just  for 
students,  but  for  faculty  hiring  and  professional  tenure. 

No  wonder  over  half  of  the  students  entering  our  colleges 
never  graduate.  Because  of  the  fear  of  federal  wrath  and  depen- 
dence on  the  federal  trough,  many  of  our  educational  institutions 
have  lost  the  courage  to  stand  up  against  even  the  most  out- 


landish demands  of  the  so-called  "politically  correct"  movement. 

Our  traditions,  great  books  and  our  Western  values  are 
being  removed  from  many  college  curricula,  and  a  smorgasbord 
of  courses  substituted  to  appease  the  demand  of  every  extreme 
group.  So  as  our  tuitions  increase,  the  value  of  our  educational 
experience  diminishes. 

It  is  time  that  the  heavy  hand  of  federal  bureaucracy  and 
control  be  restrained  on  our  campuses  and  that  our  colleges  and 
universities  be  returned  to  their  administrators  and  boards  and 
to  their  own  standards  of  performance. 

Hillsdale  College  has  long  practiced  what  it  has  preached. 
We  educated  women  and  minorities  two  decades  before  the  Civil 
War.  We  have  never  accepted  one  cent  of  federal  funds  because 
federal  money  invariably  means  federal  control.  We  do  fund  a 
substantial  number  of  students  with  aid  from  private  sources. 

Over  the  last  two  decades  we  have  sponsored  over  1,000  on 
and  off  campus  seminars  and  lectures  on  na- 
tional issues.  From  these  we  select  challeng- 
ing speeches  and  print  them  in  our  monthly 
IMPRIMIS,  the  largest  publication  of 
its  kind  with  circulation  fast  approaching 
400,000.  IMPRIMIS  is  free  to  anyone  who 
requests  a  subscription — no  strings  attach- 
ed, no  obligation.  It's  our  way  of  extending 
Hillsdale  s  educational  mission  to  a  nation-       ^  ^        „    , 

,       ,.  _,  11  .  1  Dr.  George  Roche 

al  audience.  Please  call  or  write  today.  President.  Hiiisdaie  coiiege 


Interested  in  the  war  of  ideas?  IMPRIMIS  contains 
original  articles  by  such  prominent  writers  as  Ronald 
Reagan,  Tom  Sowell,  Dixy  Lee  Ray,  George  Gilder, 
William  Buckley,  Jr.,  Tom  Wolfe  and  Malcolm 
Forbes,  Jr.  Receive  IMPRIMIS  free  every  month. 
Mail  this  coupon  to  IMPRIMIS,  Dept.  'FB-4, 
Hillsdale  College,  Hillsdale,  Michigan  49242, 
or  caU  toU  free  1-800-535-0860.  ^^ 
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Title/Organization. 
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City/State/Zip. 


Hill 


L 


Above  address  is:    D  Home    D  Office 


ALE 
OLLEGE 


J 


wm'Mi 

G 

1 

1  THE  FORBES  SOOs 

-Where  they  rank: 

1991- 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employed 

Sales 

Net         Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

value 

($mil) 

($mil) 

($mil) 

253 

■             310 

402 

General  Cinema 

3,584 

-257.2 

5,092 

1,729 

55.7 

38.8 

105 

83             268 

276 

General  Dynamics 

8,751 

505.0 

6,207 

2,667 

8080 

89.4 

■  & 

2 

4 

3 

General  Electric 

60,236 

4,435.0 

168,259 

67.617 

7,267.0 

291.0 

118 

86             357 

54 

General  Mills 

7,607 

493.4 

4,240 

11,107 

725.1 

102.7 

1 

■ 

2 

11 

General  Motors 

123,056 

^,992.0 

184,157 

.32,078 

3,118.2 

756.3 

267 

183             227 

261 

General  Public  Utilities 

3,372 

217.6 

7,405 

2,840 

654.9 

12.3 

283 

52             135 

87 

General  Re 

3,207 

656.7 

12,405 

8,058 

657.2 

2.5 

489 

■ 

■ 

■ 

General  Signal 

1,616 

54.2 

1,180 

1.180 

198.5 

15.3 

257 

187 

■ 

200 

Genuine  Parts 

3,435 

207.7 

1,467 

3,719 

237.5 

16.6 

■ 

489 

■ 

■ 

Georgia  Gulf 

838 

61.5 

416 

936 

87.9 

1.1 

69 

■             166 

122 

Georgia-Pacific 

11,524 

-79.0 

10,622 

6,032 

705.0 

60.0 

■ 
262 

323 
330 

■ 

283 

Gerber  Products 

1,209 

106.4 

838 

2,622 

138.1 

12.0 

■ 

478 

Giant  Food 

3,397 

102.3 

1,252 

1,444 

192.0 

25.7 

197 

97             382 

59 

Gillette 

4,684 

427.4 

3,887 

10,548 

620.1 

30.8 

■ 

416 

■ 

■ 

PH  Glatfelter 

568 

76.0 

630 

1.214 

106.7 

3.5 

437 

■ 

85 

■ 

GlenFed 

1,911 

-85.2 

20,547 

201 

^1.6 

5.3 

391 

165 

70 

304 

Golden  West  Financial 

2,241 

238.6 

24,298 

2,478 

253.3 

3.6 

359 
74 

■ 

■ 

■ 

BF  Goodrich 

2,472 

-80.6 

2,271 

1,302 
4,752 

44.6 
516.0 

14.6 

422             215 

168 

Goodyear  Tire  &  Rubber 

10,907 

74.5 

8,511 

100.0 

160 

182             278 

194 

WR  Grace 

6,049 

218.6 

6,007 

3.926 

577.7 

49.2 

409 

284 

■ 

245 

WW  Grainger 

2,077 

127.7 

1,217 

2.998 

160.1 

8.7 

66 

446             435 

■ 

Great  Atlantic  &  Pacific  Tea 

11,591 

70.7 

3,249 

1.290 

294.8 

98.7 

■ 

■             469 

■ 

Great  Lakes  Bancorp  FSB 

315 

1.4 

2,887 

65 

11.3 

1.0 

■ 

232 

■ 

190 

Great  Lakes  Chemical 

1,308 

157.5 

1,649 

4,052 

221.3 

5.5 

235 

137 

41 

324 

Great  Western  Financial 

3,953 

298.1 

39,600 

2.336 

384.2 

14.4 

■ 

■             473 

■ 

Greater  New  York  Savings  Bank 

246 

-57.9 

2,848 

30 

-55.3 

0.7 

234 

341 

■ 

■ 

Grumman 

3,963 

99.3 

2,363 

636 

193.6 

24.9 

26 

10 

39 

14 

GTE 

19,621 

1,580.0 

42,437 

27,349 

4,834.0 

169.5 

462 

294             238 

491 

Gulf  States  Utilities 

1,702 

122.4 

6.911 

1,383 

352.1 

4.8 

129 

■             318 

279 

Halliburton 

7,019 

26.6 

5,017 

2,648 

321.1 

75.2 

416 

■ 

■ 

■ 

Hannaford  Bros 

2,008 

43.4 

706 

1,013 

94.0 

16.2 

448 

■             409 

■ 

Hanover  Insurance  Cos 

1,808 

48.7 

3,560 

774 

48.7 

5.5 

■ 

488 

■ 

■ 

Harnischfeger  Industries 

1,536 

61.5 

1,493 

615 

100.7 

11.9 

302 

374 

■ 

■ 

Harris  Corp 

2,997 

89.7 

2,417 

1,290 

277.0 

32.1 

430 

414 

■ 

■ 

Harsco 

1,943 

76.5 

1.060 

932 

134.2 

10.4 

■ 

425 

■ 

■ 

Hartford  Steam  Boiler  Inspection  &  Ins 

630 

73.9 

889 

1.022 

90.4 

4.2 

404 

394 

■ 

337 

Hasbro 

2,141 

81.7 

1,950 

2,252 

163.5 

9.6 

■ 

■             380 

■ 

Hawaiian  Electric  Industries 

1,084 

54.8 

3,905 

867 

116.7 

3.3 

412 

409 

■ 

423 

HealthTrust 

2.065 

78.7 

2,527 

1.630 

1986 

30.0 

492 

■ 

■ 

■ 

Hechinger 

1,608 

26.1 

934 

542 

61.2 

12.2 

145 

53             276 

71 

HJ  Heinz 

6,553 

648.7 

6,029 

9.303 

859.9 

35.7 

309 

353             419 

301 

Hercules 

2,929 

94.9 

3.467 

2.492 

275.3 

18.6 

311 

181 

■ 

199 

Hershey  Foods 

2,899 

219.5 

2.342 

3.720 

304,9 

13.4 

40 

39             1 

39 

25 

Hewlett-Packard 

14,949 

856.0 

12.276 

20.863 

1.493,0 

90.6 

■ 

■             283 

■ 

Hibernia 

690 

-143.1 

5,818 

124 

-1204 

34 

■ 

375 

■ 

278 

Hillenbrand  Industries 

1,199 

89.2 

1.532 

2.652 

184,2 

10.0 

469 

■ 

■ 

■ 

Hills  Department  Stores 

1,680 

10.0 

931 

30 

531 

20.7 

■ 

385 

■ 

333 

Hilton  Hotels 

1.082 

84.3 

2,187 

2.271 

189,1 

390 

■  Not  on 

500  list. 
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Over  The  %ars, 
We've  Made  Quite  A 
Mark  In  Our  Industry 


when  it  comes  to  financial  perfor- 
mance, ALLTEL's  averages  are  anythiing  but 
average.  In  fact,  compared  to  our  five-year 
total  average  annual  return  of  23%,  the 
Dow  and  the  S&P  just  can't  keep  pace. 

The  secret  of  our  success?  A  strategy 
of  balanced  diversification.  We  have  selec- 
tively expanded  from  a  strong  core  business  of 
providing  local  telephone  service  to  more  than 
1.2  million  customers  in  25  states,  to  establish 
strong  positions  in  tomorrow's  other  important 
growth  industries  -  including  cellular  telephone 
and  information  services.  Add  to  that  a  solid 
position  in  product  distribution  and  you  get  a 
company  that  is  an  industry  leader  in  net  in- 


Total  Annual  Return 

Five-Year  A\  erage 
Ending  December  31.  1991 


S&P  15% 


Dow  15% 


Peer  Group  15% 


ALLTEL  23% 


come  and  earnings  growth.  And  a  company 
that  has  increased  the  dividend  for  each  of  the 
past  31  years. 

Would  you  call  that  an  average  corporate 
tale?  Or  one  with  a  real  mark  of  difference? 

wCIUXEL 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Inlormation  Services 


Call  (501)  661-8999  or  write:  ALLTEL  Corporate  Communications  •  One  Allied  Drive  •  Little  Rock.  Arkansas  72202 


■JfiiiKiigt 


THE  FORBES  SOOs 


-Where  they  rank:  1991- 

Company 

Sales 

Net 
profits 

Assets 

Market 
value 

180 

156 

■ 

45 

Home  Depot 

479 

■ 

123 

■ 

HomeFed 

152 

121 

327 

152 

Honeywell 

■ 

■ 

495 

■ 

Horace  Mann  Educators 

323 

387 

■ 

488 

Geo  A  Hormel 

203 

242 

60 

343 

Household  International 

213 

99 

142 

142 

Houston  Industries 

■ 

■ 

369 

■ 

Howard  Savings  Bank 

■ 

371 

■ 

418 

Hubbell 

149 

116 

345 

195 

Humana 

■ 

304 

137 

500 

Huntington  Bancshares 

79 

■ 

■ 

■ 

IBP 

442 

■ 

288 

■ 

ICH 

■ 

470 

■ 

■ 

Illinois  Central 

■ 

316 

303 

413 

Illinois  Power 

341 

212 

■ 

201 

Illinois  Tool  Works 

■ 

373 

■ 

■ 

IMC  Fertilizer  Group 

478 

333 

■ 

287 

Imcera  Group 

■ 

■ 

253 

■ 

INB  Financial 

252 

240     • 

457 

216 

Ingersoll-Rand 

260 

■ 

494 

■ 

Inland  Steel  Industries 

■ 

449 

204 

■ 

Integra  Financial 

196 

40 

264 

47 

Intel 

400 

■ 

■ 

■ 

Intelligent  Electronics 

■ 

445 

■ 

■ 

Intergraph 

4 

■ 

14 

8 

International  Business  Machines 

■ 

221 

■ 

193 

International  Flavors  &  Fragrances 

■ 

■ 

■ 

432 

International  Game  Technology 

386 

■ 

■ 

■ 

International  Multifoods 

53 

102 

112 

80 

International  Paper 

482 

357 

485 

348 

Interpublic  Group  of  Cos 

■ 

332 

■ 

■ 

Ipaico  Enterprises 

466 

■ 

443 

■ 

Itel 

25 

41 

24 

93 

in 

■ 

■ 

■ 

345 

IVAX 

207 

410 

292 

398 

James  River  Corp  of  Virginia 

■ 

216 

323 

385 

Jefferson-Pilot 

56 

14 

167 

12 

Johnson  8i  Johnson 

201 

342 

477 

414 

Johnson  Controls 

■ 

471 

■ 

■ 

Jostens 

249 

495 

■ 

■ 

JWP 

■ 

327 

■ 

■ 

Kansas  City  Power  it  Light 

.  ■ 

438 

■ 

■ 

Kansas  Power  &  Light 

164 

57 

379 

46 

Kellogg 

293 

196 

116 

448 

Kemper 

275 

335 

424 

389 

Kerr-McGee 

389 

207 

76 

222 

KeyCorp 

138 

79 

289 

83 

Kimberly-Clark 

■  Not  on 

500  list. 

Sales 
(Smil) 

Net 
profits 
(Smil) 

Assets 
(Smil) 

Market 

value 

(Smil) 

Cash 

flow 

(Smil) 

Employees 
(thou) 

5,137 

249.2 

2,510 

13,854 

301.4 

24.8 

1,663 

-947.8 

13.913 

27 

-909.7 

3.5 

6,193 

331.1 

4,807 

5,132 

617.1 

59.3 

657 

24.9 

2,695 

601 

43.6 

2.5 

2,764 

83.0 

850 

1,400 

119.2 

8.3 

4,594 

149,8 

29,982 

2,183 

320.1 

14,3 

4,444 

417.4 

12,029 

5,472 

875.5 

13,2 

344 

-33.1 

4,067 

27 

-25.7 

1.8 

756 

90.6 

685 

1.651 

112.8 

5.5 

6,344 

355.0 

4,484 

3,921 

622.0 

66.3 

1,219 

117.0 

12,333 

1,345 

156.7 

6.2 

10,388 

1.4 

1,450 

822 

66.0 

26,5 

1,872 

-8.1 

5.662 

234 

16.1 

4.3 

550 

65.4 

1.184 

1,002 

85.9 

3.0 

1,475 

109.2 

5,272 

1,664 

292.4 

4.5 

2,640 

180.6 

2,257 

3,713 

2%.0 

18.6 

1,100 

90.0 

1,884 

1,255 

178.2 

6.0 

1,664 

101.8 

2,015 

2,575 

189.0 

9.7 

643 

48.1 

6,556 

796 

67.8 

3.4 

3,586 

150.6 

2,980 

3,390 

259.3 

32.4 

3,404 

-275.1 

2,698 

774 

-156.9 

18.6 

802 

70.2 

8,847 

875 

90.7 

4.0 

4,779 

818.6 

6,292 

13,241 

1,242.0 

24.5 

2,173 

38.6 

670 

816 

55.3 

2.0 

1,195 

71.1 

997 

923 

139.2 

10.0 

64,792 

-564.0 

92,473 

49,179 

6.216.0 

358.8 

1,017 

168.7 

1,217 

3,960 

198.1 

42 

250 

35.2 

366 

1,604 

48,6 

2.2 

2,271 

39.0 

921 

523 

72,9 

S2 

12,703 

399.0 

14.941 

8,645 

1,099.0 

69.8 

1,635 

94.6 

2.784 

2.134 

148,5 

16.8 

648 

102.0 

1,832 

1.192 

181.2 

2.4 

1,689 

-123.0 

3,162 

585 

-34.4 

5.3 

20,421 

817.0 

53,867 

7,524 

1.352.0 

112.0 

182 

11.9 

449 

2.153 

17.9 

1.1 

4,562 

78.3 

5,627 

1,763 

374,8 

38.6 

1,173 

175.7 

4,925 

1,859 

192.0 

4.4 

12,447 

1,461.0 

10,513 

31,984 

1,954.0 

82.5 

4,626 

99.0 

2,832 

1,661 

300.0 

431 

872 

65.1 

525 

1,273 

87.3 

9.8 

3,594 

60.3 

2,281 

772 

109,5 

21.0 

825 

103.9 

2,615 

1.254 

196,9 

29 

1,162 

72.3 

2,120 

907 

158,0 

4.5 

5,787 

606.0 

3,926 

13,829 

828.8 

17.1 

3,131 

204,5 

14.697 

1,563 

204.5 

9.3 

3.274 

101.6 

3,421 

1.822 

405.6 

6.4 

2.259 

188.1 

23,156 

3.311 

239.3 

12.2 

6,777 

508.3 

5.650 

8,524 

773.8 

40.6 

302 
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"Captive  insurers  offer  lots 
of  advantages.  Domicile 
them  in  the  right  places  and 
they  offer  a  lot  more." 


Brian  Hall,  J&H  Director  and  Chairman  of 
J&H  Global  Captive  Management  Group, 
on  captive  insurer  formation: 

Johnson  &  Higgins  manages  more  captive 
insurance  companies  for  more  corporations 
than  any  other  broker 

Through  our  Global  Captive  Management 
operation,  we  oversee  more  than  300,  with 
premium  flows  exceeding  $1.7  billion,  at  13 
different  locations  around  the  world. 

Companies  are  using  their  captives  to  do 
everything  from  consolidating  far  flung 
coverages  to  funding  benefit  programs  to 
transferring  the  financial  impact  of  developing 
environmental  and  social  exposures. 

Advantages  like  these  are  very  attractive.  But 
it  s  critical  for  the  potential  parent  to  ask,  "What 
will  make  a  captive  make  sense  for  us?" 


The  answer  involves  a  lot  of  factors,  from  the 
captive's  purpose  and  basic  design  to  the 
selection  of  the  most  advantageous  domicile. 

The  more  objecti\e  the  answer,  the  more 
chance  for  success. 

That's  where  we  think  our  advice  shines. 
Because  we  manage  so  many  different  captives 
in  so  many  different  domiciles,  from  Singapore 
to  Hawaii  to\'ermont  to  Bermuda  to  Dublin  to 
Luxembourg. 

Taking  on  your  own  risks  can  be  risk\-. 

But  when  you  do  it  right,  it  can  be  rewarding 

Ask  the  33S  clients  who  toc^k  our  advice. 


JOHNSON 
jiLTIGGINS 

Innovation  Driven  by  Experience 


A  Partner  In 

INIS®N 


PHONE  (809)292-4402     TELEX  3276 

RISK  AND  INSURANCE  MANAGEMENT  SERVICES.  EMPLOYEE  BENEFIT  CONSULTING  WORLDWIDE 


Today,  as  people  question  how  to  live  in  greater  harmony  wii 
nature,  we  need  to  look  to  nature  itself  for  a  solution.  This  idea,  lili 
so  many  of  the  other  ideas  that  have  advanced  civilization,  is  qui 
fundamental.  At  Mazda,  we've  tal^en  this  avenue  of  thought  to  hea 
in  our  search  for  alternate  sources  of  energy  for  automohiles.  Or 
such  source  is  hydrogen.  Hydrogen  comes  fiom  water,  and  as 


lums,  reverts  back  to  water,  producing  only  trace  amounts  of 
pitrogen  oxides.  Mazda  has  spent  years  developing  this  engine,  and 
oday,  we  have  a  working  prototype.  We  are  convinced  that 
Lomorrow  the  hydrogen  engine  will  help  Mazda  revolutionize  the 
relationship  between  car  and  environment. 


Mijda  Motor  Corporation 
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THE  FORBES  SOOs 


-Where  they 

rank:  1991- 

Company 

Sales 

Net 
profits 

Assets 

Market 
value 

■ 

360 

■ 

■ 

King  World  Productions 

14 

38 

104 

57 

Kmart 

392 

276 

■ 

235 

Knight-Ridder 

21 

336 

365 

439 

Kroger 

■ 

398 

■ 

■ 

KU  Energy 

■ 

354 

338 

■ 
■ 

Leucadia  National 

■ 

388 

■ 

LG81E  Energy 

■ 

■ 

354 

■ 

Liberty  National  Bancorp 

167 

19 

217 

24 

Eli  Lilly 

155 

101 

425 

58 

Limited 

96 

185 

49 

316 

Lincoln  National 

174 

455 

315 

369 

Litton  Industries 

417 

177 

■ 

218 

Liz  Claiborne 

90 

130 

251 

265 

Lockheed 

■ 

442 

■ 

407 

Loctite 

51 

35 

43 

101 

Loews 

350 

132 

188 

292 

Long  Island  Lighting 

373 

■ 

■ 

■ 

Longs  Drug  Stores 

312 

312 

■ 

■ 

Loral 

■ 

■ 

■ 

444 

Lotus  Development 

463 

■ 

■ 

321 

Louisiana-Pacific 

298 

■ 

■ 

468 

Lowe's  Cos 

161 

423 

248 

■ 

LTV 

■ 

293 

■ 

334 

Lubrizol 

166 

178 

■ 

382 

Lyondell  Petrochemical 

317 

■ 

■ 

■ 

Manpower 

■ 

298 

125 

482 

Manufacturers  National 

414 

■ 

454 

■ 

Manville 

340 

288 

■ 

397 

Mapco 

313 

61 

488 

69 

Marion  Merrell  Dow 

114 

391 

259 

410 

Marriott 

321 

133 

■ 

143 

Marsh  &  McLennan  Cos 

■ 

340 

225 

■ 

Marshall  8.  Ilsley 

158 

128 

381 

272 

Martin  Marietta 

291 

■ 

387 

183 

Masco 

487 

302 

■ 

■ 

346 

Mattel 

390 

436 

■ 

Maxxam 

77 

77 

210 

95 

May  Department  Stores 

303 

407 

■ 

356 

Maytag 

■ 

255 

■ 

376 

MBIA 

■ 

244 

277 

367 

MBNA 

■ 

■ 

211 

141 

McCaw  Cellular  Communications 

'  ■ 

397 

■ 

365 

McCormick  St  Co 

140 

37 

153 

40 

McDonald's 

32 

98 

113 

329 

McDonnell  Douglas 

431 

248 

■ 

243 

McGraw-Hill 

112 

70 

213 

76 

MCI  Communications 

92 

338 

491 

■ 

McKesson 

■  Not  on 

500  list.  NA:  Not  available. 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

($mil) 

($mil) 

($mil) 

505 

93.6 

591 

1,010 

105.5 

0.5 

34,859 

859,0 

15,999 

10,916 

1,411.0 

361.0 

2,237 

132.1 

2,333 

3.124 

256.7 

20.4 

21,351 

100.7 

4,114 

1,596 

471.8 

170.0 

588 

80.6 

1,426 

927 

137.9 

2.1 

NA 

94.8 

4,590 

564 

148.4 

3.9 

715 

83.0 

2.054 

985 

159.7 

3.3 

396 

37.8 

4,338 

531 

50.6 

2.1 

5,726 

1,314.7 

8,299 

20,870 

1,614.2 

30.2 

6,149 

403.3 

3,419 

10,803 

626.0 

78.0 

9,304 

208.4 

34,095 

2,380 

291.6 

17,2 

5,463 

68.4 

5,033 

1,980 

291.9 

51.5 

2,007 

222.7 

1,175 

3,383 

249.7 

6.5 

9,809 

308.0 

6,617 

2,804 

647.0 

72.7 

561 

71.9 

529 

1,702 

91.0 

3.6 

12,881 

904.3 

39,195 

7,123 

1,004,0 

26.7 

2,549 

305.5 

9,543 

2,561 

531,3 

6.6 

2,366 

55.4 

673 

738 

78.7 

15.1 

2,870 

112.1 

2,509 

1,102 

237.1 

18.2 

829 

43.1 

726 

1,581 

109.3 

3.9 

1,702 

55.9 

2,107 

2,348 

205.7 

12.5 

3,056 

6.5 

1,441 

1,476 

64.8 

17.0 

5,986 

74.1 

6,685 

89 

301.2 

35.0 

1,476 

123.7 

1,172 

2.266 

183,1 

5.2 

5,729 

222.0 

1,479 

1,870 

263.0 

2.3 

2,800 

-53.3 

981 

1,182 

47.9 

9.7 

1,160 

120.2 

13,544 

1,432 

150.6 

62 

2,025 

-12.7 

3,003 

432 

122.7 

16.9 

2,643 

125.9 

1,702 

1,769 

217.0 

6.2 

2,851 

585.0 

2,762 

9,636 

673.0 

9.1 

8,331 

82.0 

6,400 

1.671 

344.9 

205.7 

2,779 

305.5 

2,382 

5,460 

418.6 

23.9 

835 

99.3 

7,628 

1,109 

119.9 

61 

6,075 

313.1 

3,897 

2,700 

538.2 

61.0 

3,141 

44.9 

3,786 

4,363 

147.6 

40.7 

1,622 

118.1 

1,061 

2.149 

175,7 

138 

2,255 

57.5 

3,215 

364 

183.9 

11.9 

10,615 

515.0 

8,728 

7.398 

8340 

115.5 

2,971 

79.0 

2.535 

2.087 

171.7 

23.4 

269 

144.7 

2,278 

1.928 

1521 

03 

1,134 

149.2 

6,009 

1.986 

168.4 

5.0 

1.366 

-351.1 

8.717 

5.607 

51,3 

6,3 

1.428 

80.9 

1.032 

2.022 

121.4 

7.7 

6.695 

859.6 

11,349 

15,465 

1.373,8 

168.0 

18,448 

423.0 

14,841 

2.294 

9510 

115.2 

1,943 

148.0 

2.525 

3,035 

220,1 

137 

8,433 

551.0 

8,599 

8,848 

1.396.0 

24.5 

9.711 

100.3 

2,714 

1,300 

178.9 

13.6 

306 
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The  Travelers'  commitment  to 
quality  products  and  cost  control 
starts  with  33,000  employees  dedi- 
cated to  customer  satisfaction. 

Of  these,  10,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive 

50,000  caJefully  selected  and  credentialed  phy- 


sicians and  specialists  and  600  hospitals  in  130 
major  metropolitan  areas. 

$1.26  billion  in  new  business  iii  1991  —  testi- 
mony to  a  company  whose  health  care  network 
delivers  appropriate  care  more  efficiently  through 
local  medical  management.  A  company  that  cus- 
tomizes programs  because  it  understands  that 
not  all  businesses  are  the  same.  A  company 
committed  to  avoiding  illness  —  and  expense  — 
through  wellness  and  counseling  programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  bv  over  $50  billion  in  assets 
and  by  a  128  yearVadition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

Thelr^elersj 

You're  better  off  under  the  Umbrellaf 


C1W2 

Thr  Tnvrlen  Insurancv  Companv 

and  Its  Af f  ilulM.  VMttatA,  CT  OblU. 
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THE  FORBES  SOOs 


Sales 

-Where  they  rank:  1991- 
Net          Assets 
profits 

Market 
value 

Company 

206 

■ 
■ 

466 
382 

■ 

375 

■ 
■ 

336 
178 
479 

Mead 

Medco  Containment  Services 

Medical  Care  International 

■ 

233 

■ 

176 

Medtronic 

289 

143 

62 

370 

Mellon  Bank 

88 

118 

368 

148 

Melville 

■ 

■ 

365 

■ 

459 
448 
306 

■ 

220 

306 

■ 

284 

■ 

■ 

471 

■ 

Mercantile  Bancorporation 
Mercantile  Bankshares 
Mercantile  Stores 
Merchants  National 

110 

■ 

4 
468 

337 

■ 

191 

■ 

5 

■ 

Merck 
Mercury  General 

■ 
500 

154 

■ 

■ 
■ 

Meridian  Bancorp 
Merisel 

■ 
57 

■ 

■ 
48 

■ 

280 
17 

■ 

■ 
126 
493 

Meritor  Savings  Bank 
Merrill  Lynch 
Metro  Mobile  CTS 

■ 

■ 

334 

■ 

Metropolitan  Financial 

333 

■ 

384 

423 

■ 
■ 
64 

■ 

■ 

165 

■ 

95 

■ 
■ 
20 

■ 

Fred  Meyer 
Michigan  National 
Microsoft 
Midlantic 

■ 

454 

■ 

■ 

Midwest  Resources 

■ 

494 

■ 

■ 

Millipore 

47 

■ 
397 

26 
418 

■ 

161 
■ 
99 

27 

■ 
■ 

Minnesota  Mining  &  Manufacturing 
Minnesota  Power  8i  Light 
MNC  Financial 

8 

6 

40 

19 

Mobil 

■ 
102 

484 
138 

■ 
201 

440 
82 

Molex 
Monsanto 

■ 

324 

■ 

■ 

Montana  Power 

80 

136 
424 

28 

90 

■ 

10 

22 

■ 

53 
184 

■ 

JP  Morgan  8i  Co 
Morgan  Stanley  Group 
Morrison  Knudsen 

427 

.    256 

■ 

240 

Morton  International 

71 

92 

198 

62 

Motorola 

■ 

■ 

500 

■ 

Multibank  Financial 

494 

■ 
■ 

■ 

■ 

263 

■ 
■ 
■ 

455 
483 
313 

Murphy  Oil 
Mylan  Laboratories 
Naico  Chemical 

379 
344 

■ 
171 

■ 
72 

■ 
288 

Nash  Finch 
National  City 

■ 
■ 

■ 
326 

373 

■ 

■ 
322 

National  Community  Banks 
National  Health  Laboratories 

269 
233 

473 

■ 
142 

■ 

■ 
366 

■ 

■ 
314 

■ 

National  Intergroup 
National  Medical  Enterprises 
National  Semiconductor 

493 

■ 

■ 

■ 

National  Service  Industries 

■  Not  on 

500  list. 

Sales 
{$mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 

value 

($mil) 

Cash 

fk>w 

($mil) 

Empto,, 
(thoul 

4,579 

65.6 

3,986 

2.252 

354.0 

2Ii 

1,551 

84.5 

1,105 

4,547 

100.0 

40 

282 

38.3 

523 

1,437 

51.8 

2i 

1,125 

154.3 

1,117 

4,565 

201.0 

73 

3,151 

280.0 

29,355 

1,975 

414.0 

16J 

9,886 

346.7 

4,085 

5,319 

498.8 

114.8 

776 

66.6 

8,089 

732 

83.8 

4.4 

512 

70.6 

5,183 

780 

ni 

2.7 

2,442 

114.0 

1.673 

1,474 

184.6 

23.5 

537 

5.8 

5,806 

687 

18.5 

3.5 

8,603 

2,121.7 

9,499 

56,865 

2.385.5 

37.3 

529 

65.5 

764 

407 

69.7 

1.2 

1,173 

100.6 

11,337 

1,126 

145.1 

5.5 

1,585 

10.8 

509 

334 

19.2 

1.4 

550 

-133.2 

5,975 

36 

-109.7 

1.6 

12,363 

696.1 

86,259 

5.958 

mi 

38.7 

244 

-101.7 

424 

1,380 

-60.1 

1.1 

496 

57.4 

4,668 

215 

67.0 

2.0 

2,703 

45.2 

973 

632 

93.4 

23.0 

1,097 

50.1 

10,650 

695 

110.2 

5.7 

2,276 

581.4 

2,128 

22.783 

674.2 

6.9 

1,987 

-543.3 

18,170 

305 

^28 

10.0 

1,025 

68.4 

2.403 

1,088 

174.2 

3.1 

748 

60.4 

784 

1,006 

89.6 

5.9 

13,340 

1,154.0 

11,083 

19,777 

2.123.0 

89.0 

484 

75.5 

1,642 

883 

123.6 

2.5 

2,194 

-70.2 

17,438 

677 

-13.6 

9.0 

56,042 

1,920.0 

42,187 

23,301 

4.509.0 

67.4 

740 

63.3 

773 

1,592 

125.0 

6.8 

8,864 

296.0 

9,217 

8.529 

1.042.0 

40.2 

939 

105.7 

2,085 

1.240 

177.7 

3.7 

10,314 

1,114,0 

103,468 

11.182 

1.114.0 

13.1 

6,785 

475.1 

63,709 

4.345 

528.4 

7.1 

1,980 

35.1 

1,034 

685 

82.1 

12.4 

1,967 

143.4 

2,007 

3.061 

242.0 

10.0 

11,341 

454.0 

9,375 

10.278 

1.367.0 

103.5 

275 

-15.2 

2.632 

101 

-11.5 

1.5 

1,601 

-11.2 

2.175 

1.534 

138.5 

4.0 

107 

36.9 

214 

1.430 

40.3 

0.6 

1,237 

137.8 

1.324 

2.400 

206.9 

63 

2,343 

19.1 

430 

196 

m 

11.0 

2,588 

231.0 

24.170 

2.574 

313.8 

15.8 

354 

12.4 

4.021 

211 

21.3 

1.9 

604 

103.9 

411 

2.348 

125.9 

53 

3,344 

12.7 

1.202 

278 

24.1 

4.0 

3,973 

292.3 

4.095 

2,392 

502.9 

469 

1,671 

-142.0 

1.054 

1.111 

32.5 

313 

1.603 

26.3 

1.018 

1.240 

77.4 

214 

308 
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America  has  over  a  l^^^^illion  miles  of  pipeline  —  coast  to  coast  —  to  deliver  natural 
gas.  And  enough  natural  gas  to  make  us  more  energy-independent  for  a  long  time  to 
come.  To  generate  electricity  power  our  industry  heat  our  homes  and  our  water  even 
run  our  vehicles  and  cool  our  buildings.  It's  not  only  plentiful,  it's  more  affordable 
than  foreign  oil.  What's  more,  pipelines  are  the  safest,  most  efficient  way  to 
move  energy  And  since  they're  underground,  they're  also  the  best  looking. 


;     1 


Use  natural  gas.  We'll  all  breathe  easier 
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THE  FORBES  SOOs 


Where  they  rank:  1991 

Sales  Net  Assets        Market 

profits  value 


Company 


65 

197 

9 

56 

NationsBank 

255 

■ 

430 

■ 

Navistar  International 

332 

141 

61 

221 

NBD  Bancorp 

407 

213 

346 

373 

New  England  Electric  System 

■ 

222 

324 

383 

New  York  State  Electric  8.  Gas 

460 

■ 

298 

New  York  Times 

■ 

311 

257 

Newell  Co 

■ 

358 

285 

Newmont  Mining 

264 

159 

219 

290 

Niagara  Mohawk  Power 

■ 

319 

■ 

Nicor 

274 

126 

156 

NIKE 

■ 

254 

400 

456 

Nipsco  Industries 

285 

268 

■ 

244 

Nordstrom 

212 

■ 

176 

84 

Norfolk  Southern 

■ 

■ 

418 

■ 

Northeast  Bancorp 

■ 

■ 

393 

■ 

Northeast  Federal 

326 

167 

242 

260 

Northeast  Utilities 

394 

176 

330 

300 

Northern  States  Power 

■  285  129  399  Northern  Trust 
169  146  446  ■  Northrop 

215  103  44  173  Norwest 

■  209  ■  78  Novell 

■  474  ■  355  Nucor 

■  ■  209  ■  NWNL 

48  58  65  43  Nynex 

84  127  103  129  Occidental  Petroleum 

■  ■  ■  477  Office  Depot 

■  ■  474  ■  Ogden 

457  322  412  ■  Ohio  Casualty 

375  148  224  247  Ohio  Edison 

■  272  ■  451  Oklahoma  Gas  8i  Electric 

■  363  206  ■  Old  Kent  Financial 

■  277  395  ■  Old  Republic  International 
385  ■■  ■  Oiin 

■  ■  ■  342  Oracle  Systems 

■  ■  349  470  Oryx  Energy 

319  ■  ■  484  Owens-Corning  Fiberglas 

254  ■  350  450  Owens-Illinois 

380  ■  489  371  Paccar 

143  ■  245  476  Pacific  Enterprises 

91  31  77  49  Pacific  Gas  8>  Electric 

87  32  82  38  Pacific  Telesis  Group 


230 

80 

128 

137 

PacifiCorp 

288 

238 

80 

■ 

PaineWebber  Group 

■ 

396 

■ 

325 

Pall 

362 

380 

270 

428 

Panhandle  Eastern 

226 

250 

236 

146 

Paramount  Communications 

376 

■ 

■ 

406 

Parker  Hannifin 

I  Not  on  500  list. 


Sales 

Net 

Assets 

Market 

Cash 

Employees 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

($mil) 

($mil) 

($mil) 

11,594 

201.9 

110,319 

10,955 

562.9 

57.5 

3,520 

-158.4 

3,358 

907 

-87.4 

13.8 

2,724 

293.0 

29,513 

3,362 

356.5 

13.2 

2,094 

179.8 

4,450 

1,933 

457.9 

5.6 

1,556 

168.6 

4.925 

1,862 

321.0 

4.7 

1,703 

47.0 

2,128 

2,521 

163.8 

10.3 

1,119 

112.2 

1,040 

2,920 

151.7 

10.2 

623 

94.3 

818 

2,605 

188.3 

2.7 

3,383 

243.4 

8,241 

2,569 

540.9 

11.8 

1,516 

108.6 

2,280 

1,153 

226.1 

3.6 

3,277 

317.1 

1,828 

5,045 

359.8 

5.0 

1,535 

145.1 

3,648 

1,525 

320.8 

4.6 

3,180 

135.8 

2,042 

3,008 

231.8 

30.0 

4,451 

29.7 

10,148 

8,417 

411.0 

32.0 

331 

-17.2 

3,471 

91 

-9.1 

1.7 

384 

6.4 

3.736 

39 

21.1 

0.9 

2,754 

236.7 

6.782 

2,847 

529.2 

8.1 

2,201 

224.0 

4,751 

2,502 

528.8 

7.3 

1,260 

127.4 

13,193 

1,751 

161.9 

5.8 

5,694 

268.2 

3,128 

1,154 

439.5 

37.2 

4,420 

398.5 

38,502 

4,653 

547.6 

24.0 

710 

184.2 

797 

8,724 

210.1 

2.6 

1,465 

64.7 

1.182 

2,087 

158.3 

5.6 

1,340 

46.9 

8,770 

377 

55.4 

3.0 

13,229 

600.8 

27,478 

14.620 

2.986.6 

88.8 

10,096 

317.0 

16,115 

5,851 

1,272.0 

27.1 

1,301 

14.4 

559 

1,444 

29.7 

8.3 

1,568 

43.7 

2,846 

957 

111.4 

44.0 

1,714 

107.9 

3,531 

1,015 

119.9 

5.1 

2,359 

264.8 

7,812 

2,975 

587.1 

6.6 

1,315 

133.9 

2,566 

1,557 

241.6 

3.8 

862 

93.0 

8,826 

1,082 

106.5 

4.6 

1,375 

131.0 

3,713 

979 

131.0 

4.8 

2,275 

-13.0 

2,012 

951 

107.0 

14.8 

1,085 

33.6 

759 

2,196 

105.2 

7.1 

1,484 

19.0 

4,405 

1.474 

614.0 

2.6 

2,783 

-515.0 

2,106 

1.425 

-363.0 

16.4 

3,575 

-130.1 

4,399 

1,562 

862 

35.0 

2.339 

39.7 

2,738 

1.953 

88.9 

10.9 

6,599 

-88.0 

6,701 

1.451 

3050 

41.8 

9,778 

1,026.4 

22,901 

12,736 

2.198.3 

26.5 

9,895 

1,015.0 

21,838 

15,640 

2.883.0 

64.0 

4.007 

507.2 

13,229 

5.701 

1.187.4 

16.0 

3,166 

150.7 

22,622 

1.051 

184.0 

12.8 

669 

81.2 

802 

?,319 

113.8 

6.4 

2,454 

85.1 

6,177 

1.609 

3090 

5.6 

4,069 

147.9 

6.964 

5.404 

1.2684 

12.4 

2,354 

45.8 

1,866 

1.706 

150.2 

29,1 

310 
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"One  reason  for  our  long  history  of  success  is 
we're  open  to  innovation.  Today  our  people 
manage  risk  by  hedging  with  CBOT  Treasury 


GlC 


futures.  They  give  us  an  edge." 


Foster  L  Aboni 

President,  investment  and  Pension  Group 

John  Hancock  Financial  Services 


iVJ^^ 


CitfC*^ 


Bo*<^ 


Ji^r^ 


John  Hancock,  one  of  the  country's  oldest  financial  institutions,  is  also  one  of  the  leading  underwriters  of 
Guaranteed  Investment  Contracts  for  pension  funds.  They  believe  in  both  pnident  investing  and  innovative 
thinking.  "We  hire  the  best  and  the  brightest  people.  We  ask  them  to  find  new  ways  to  preserve  investment 
quality  and  deliver  superior  performance,"  says  Foster  Abom.  Hancock  has  made  CBOT  T-Bond  and  T-Nole 
futures  an  important  piece  of  their  program  for  matching  the  duration  of  assets  and  liabilities  in  their  GIC 
portfolio.  "CBOT  futures  help  us  control  our  primary  interest  rate  exjwsure,"  continues  AlK)m.  'They're  an 
essential  risk  management  tool." 

If  you're  interested  in  gaining  a  competitive  edge,  find  out  /^.    r^hjr^no  BodlTJ  Of  TtBCJ© 


more  about  CBOT  Treasury  futures  and  options.  For  literature,  call 
1-800-THE-CBOT,  ext.  6004,  or  1-312-435-3558,  ext.  6004. 
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-Where  they  rank:  1991- 

Company 

Sales 

Net 
profits 

Assets 

Market 
value 

474 

■ 

429 

■ 

Penn  Central 

330 

■ 

■ 

■ 

Penn  Traffic 

'36 

149 

134 

89 

JC  Penney 

349 

117 

221 

202 

Pennsylvania  Power  8i  Light 

354 

452 

304 

396 

Pennzoil 

■ 

■ 
447 

279 

■ 

■ 

People's  Bank 

■ 

■ 

Peoples  Energy 

27 

30 

91 

15 

PepsiCo 

441 

334 

■ 

361 

Pet 

130 

44 

187 

18 

Pfizer 

368 

145 

451 

253 

Phelps  Dodge 

419 

■ 

353 

■ 

PHH 

232 

73 

133 

147 

Philadelphia  Electric 

9 

3 

30 

1 

Philip  Morris  Cos 

55 

345 

151 

118 

Phillips  Petroleum 

■ 

■ 

403 

■ 

PHM 

■ 

■ 

256 

457 

Pinnacle  West  Capital 

■ 

320 

■ 

364 

Pioneer  Hi-Bred  International 

271 

139 

260 

145 

Pitney  Bowes 

435 

■ 

■ 

■ 

Pittston 

217 

105 

37 

149 

PNC  Financial 

411 

49 

■ 

475 

Polaroid 

■ 

■ 

■ 

429 

Policy  Management  Systems 

■ 

184 

282 

295 

Potomac  Electric  Power 

170 

198 

275 

109 

PPG  Industries 

316 

331 

■ 

474 

Premark  International 

■ 

■ 

385 

-  ■ 

Premier  Bancorp 

■ 

433 

■ 

372 

Premier  Industrial 

132 

264 

■ 

315 

Price  Co 

142 

89 

84 

185 

Primerica 

18 

7 

74 

10 

Procter  8<  Gamble 

■ 

■ 

458 

■ 

Progressive 

314 

303 

115 

■ 

Provident  Life  fit  Accident 

449 

243 

417 

466 

Public  Service  Co  of  Colorado 

■ 

■ 

499 

■ 

Public  Service  Co  of  New  Hampshire 

181 

71 

■ 

114 

117 

Public  Service  Enterprise  Group 

■ 

325 

■ 

Puget  Sound  Bancorp 

■ 

275 

496 

494 

Puget  Sound  Power  &  Light 

172 

153 

475 

182 

Quaker  Oats 

358 

■ 

438 

■ 

Quantum  Chemical 

■ 

478 

■ 

■ 

Questar 

122 

106 
59 

329 

134 

Ralston  Purina 

97 

274 

119 

Raytheon 

360 

180 

■ 

138 

Reader's  Digest  Association 

329 

168 

■ 

254 

Reebok  International 

263 

■ 

156 

■ 

Reliance  Group  Holdings 

353 

175 

56 

349 

Republic  New  York 

165 

234 

247 

214 

Reynolds  Metals 

I  Not  on  500  list.  'Since  May  16,1991. 


Sales 

Net 

Assets 

Market 

Cash 

Employees' 

($mil) 

profits 

{$mil) 

value 

flow 

(thou) 

($mil) 

($mil) 

($mil) 

1,669 

2.6 

3,383 

1,137 

44.4 

11.5 

2,730 

-4.3 

1,222 

280 

59.3 

22.6 

16,201' 

264.0 

12,520 

7,830 

631.0 

189.4 

2,560 

348.4 

7,935 

3,706 

706.2 

8.1 

2,527 

70.0 

5,231 

1,771 

311.8 

16.6 

617 

-90.9 

5,989 

167 

-74.1 

2.4 

1,117 

70.6 

1,642 

895. 

126.3 

3.4 

19.608 

1,080.2 

18,783 

25,942 

2,095.2 

323.0 

1,878 

101.7 

1,532 

2,043 

154.6 

9.2 

6,950 

722.1 

9,635 

23.432 

966.2 

433 

2,434 

272.9 

3,051 

2,947 

411.8 

14.0 

1,997 

47.7 

4,358 

572 

649.0 

4.6 

3,976 

534.7 

12,558 

5,391 

1,034.4 

10.1 

48,064 

3,927.0 

47,384 

70,944 

5,424.0 

167.0 

12,604 

98.0 

11,473 

6,202 

1,409.0 

22.6 

1,214 

42.6 

3,635 

713 

52.3 

1.9 

1,475 

-186.9 

6,483 

1,523 

81.3 

7.8 

1,131 

108.4 
295.3 

1,289 

2,024 

164.3 

4.7 

3,332 

6,381 

5,418 

533.4 

29.7 

1,929 

-28.8 

1,240 

574 

31.0 

19.8 

4,377 

389.8 

44,892 

5,296 

459.5 

17.8 

2,071 

683.7 

1,889 

1,455 

769.2 

11.9 

415 

47.6 

592 

1,609 

89,4 

4.3 

1,552 

210.2 

5,854 

2,557 

344.5 

5.2 

5,673 

201.4 

6,056 

6,534 

574.2 

33.7 

2,816 

102.3 

2,034 

1,462 

217.6 

24.7 

376 

14.5 

3.852 

197 

32.0 

2.7 

632 

73.1 

375 

1,948 

80.6 

4.7 

6,890 

137.4 

2,088 

2,383 

179.8 

16.2 

6,608 

478.8 

21,561 

4,277 

599.2 

24.4 

28,229 

1,787.0 

23,733 

34,053 

2,770.0 

91.4 

1,493 

32.9 

2,979 

1,006 

61.3 

66 

2,846 

117.1 

14,787 

1,029 

151.1 

6.1 

1,795 

149.7 

3,473 

1,495 

268.6 

6.6 

5405 

52.7* 

2,637 

741 

144.9* 

2.7 

5,093 

544.3 
49.1 

14,824 

6.232 

1.253.5 
62.0 

13.3 

500 

4,884 

743 

2.8 

957 

132.8 

2.666 

1,368 

2491 

2.6 

5,570 

256.6 

2,844 

4.399 

425.6 

20.9 

2,486 

-123.3 

3,199 

451 

77.3 

9.2 

632 

64.0 

1,220 

736 

136.1 

26 

7,448 

387.3 
591.8 

4,775 
6.087 

5,740 
6.180 

650.7 

57.1 

9,274 

897.9 

74.2 

2,465 

220.8 

1,913 

5,695 

270.5 

7.4 

2,734 

234.7 

1,431 

2,945 

273.0 

3.9 

3,392 

-148.2 

11,253 

382 

-148.2 

9.3 

2.535 

227.4 

31.221 

2,127 

24I.S 

46 

5.730 

154.1 

6.685 

3.428 

419i 

30.9 

312 
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Il^rice  breakthrough!  A  486  SX  PC 
lifor  '1999-with  "The  Works!" 


TANDY 


The  new  Tandy  4825  SX: 

■  MS-DOS'"  5.i\  Microsoft 
Window^  and  WorAs  for 
Windows  pre-installed 

■  Fast  25  MHr  80486  SX, 
with  ability  to  upgrade 


120MB  hard  drive  with 
256K  cache  for  fast  1 
performance  ^ 

4MB  of  RAM,  expandaWe 
to  32MB  on  main  board 


•llt^/  ^ 


■  SuperVGA  graphics  with 
5 12K  VRAM,  expandable 
to  1MB        ^^ 

■  1.44MB  floppy  drive 

■  Includes  two-button 
mouse  for  ease  of  input 
with  WVnJous  and  Ubr/c5 

Monitor  sold  separately 

Available  at  Radio  Shack', 
America's  Tecbnolog}  Store^ 


ig^...,^^^^^^^^,;j5pv^^^ 


ap3i.es  a!  pvuapatmg  Rxto  Shack  stores  and  dealers  Radn  Shack  s  a  dmsion  oi  Tandy  Corporation  Mcrosoti  US-DOS  aw]  V«ndows;ice««ea  iron)  Mjcnaoft  Corp  The  hside  tmet  Logo  «  »  ~^^.<  •  n<  in*^  Oyva-.^r. 
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1  THE  FORBES  SOOs 

I 

—Wh^rp  th« 

7  rank:  1991- 

Company 

Sales 

Net 

Ass(^ 

Market 

Cash 

Emptoyees 

— If  ncrc  uit 

Sales 

Net 
profits 

Assets 

Market 
value 

($mil) 

profits 
($mil) 

($mil) 

value 
($mil) 

fkw 
($mil) 

(thou) 

239 

122 

363 

88 

Rhone-Poulenc  Rorer 

3,824 

326.5 

4,143 

7,877 

516.1 

23.0 

■ 

■ 

294 

■ 

Riggs  National 

581 

-65.9 

5,536 

199 

-51.6 

2.3 

245 

301 

■ 

390 

Rite  Aid 

3,670 

118.3 

1,752 

1,811 

215.6 

29.7 

39 

112 

54 

55 

RJR  Nabisco 

14,989 

368.0 

32,131 

11,059 

1.5%.0 

55.5 

286 

286 

■ 

258 

Roadway  Services 

3,177 

127.3 

1,489 

2,920 

284.4 

37.0 

■ 

■ 
431 

377 

■ 

■ 

Rochester  Community  Savings  Bank 

419 

-30.9 

3,963 

112 

-21.0 

1.9 

■ 

■ 

Rochester  Telephone 

703 

73.3 

1,476 

995 

170.3 

4.2 

68 

63 

200 

132 

Rockwell  International 

11,550 

582.3 

9,236 

5,782 

1,173.1 

94.5 

324 

225 

467 

215 

Rohm  8i  Haas 

2,763 

163.1 

2.897 

3,421 

346.4 

12.9 

■ 

■ 

498 

■ 

Rouse 

573 

2.4 

2,637 

711 

68.2 

5.6 

476 

227 

■ 

150 

Rubbermaid 

1,667 

162.7 

1,245 

5.266 

225.3 

9.8 

■ 

■ 
■ 

■ 
311 

469 
391 

Russell 
Ryder  System 

805 
5,061 

56.8 
14.0 

818 
5,080 

1.476 

113.4 

14.5 

183 

1.807 

617.4 

40.3 

■ 

■ 

410 

■ 

Ryland  Group 

1,214 

9.5 

3,559 

312 

30.0 

2.3 

290 

151 

144 

252 

Safeco 

3,148 

259.6 

11,907 

2.958 

295.1 

8.5 

■ 

■ 

■ 

495 

Safety-Kleen 

695 

51.6 

904 

1,363 

111.9 

6.2 

38 

408 

307 

422 

Safeway 

15,119 

79.0 

5,181 

1,533 

367.0 

112.3 

■ 

.386 

■ 

341 

■ 

St  Jude  Medical 

210 

84.0 

375 

2,214 

91.2 

0.6 

■ 

■ 

399 

St  Paul  Bancorp 

344 

27.2 

3,663 

1% 

31.2 

0.9 

218 

100 

130 

242 

St  Paul  Cos 

4,352 

405.1 

12,982 

3,046 

459.1 

12.0 

279 

119 

36 

124 

Sallie  Mae 

3,257 

345.1 

45,320 

6.017 

345.1 

2.9 

98 

81 

13 

230 

Salomon 

9,175 

507.0 

97.402 

3.246 

630.0 

8.9 

.     450 

186 

391 

308 

San  Diego  Gas  &  Electric 

1.789 

208.1 

3,748 

2.441 

404.8 

4.2 

374 

349 
45 

305 
185 

335 
50 

Santa  Fe  Pacific 
Sara  Lee 

2,360 

96.4 

5,221 

2,257 

304.8 

15.8 

54 

12,651 

714.7 

9,754 

12.351 

1.136.4 

110.6 

■ 

267 

432 

434 

Scana 

1,148 

135.9 

3,306 

1.602 

271.6 

4.7 

121 

47 

96 

72 

SCEcorp 

7,502 

702.6 

18.119 

9.230 

1.632.7 

17.2 

247 

54 

374 

52 

Schering-Plough 

3,616 

645.6 

4,013 

11.427 

774.6 

20.0 

■ 

■ 

316 

486 

Charles  Schwab 

795 

49.5 

5,026 

1,412 

101.4 

3.4 

188 

■ 
475 

255 

234 

Scott  Paper 

4,977 

-69.9 

6,493 

3,125 

283.1 

29.9 

■ 

■ 

387 

EW  Scripps 

1,300 

64.6 

1,708 

1.846 

176.7 

9.9 

338 

■ 

■ 

■ 

Seagate  Technology 

2,669 

-11.1 

1,742 

995 

156.8 

40.7 

7 

22 

11 

36 

Sears,  Roebuck 

57,242 

1,278.9 

102,801 

16,245 

2.0483 

460.0 

100 

■ 

18 

154 

Security  Pacific 

8,922 

-774.5 

76,411 

5,060 

-578.3 

38.6 

440 

■ 

■ 

■ 

Sequa 

1,879 

-6.6 

2,112 

412 

106.1 

17.6 

■ 

430 

■ 

492 

Service  Corp  International 

643 

73.4 

2,123 

1,380 

108.4 

10.3 

261 

415 

■ 

■ 

Service  Merchandise 

3,400 

76.1 

1.573 

1.016 

142.1 

22.4 

■ 

■ 

431 

■ 

SFFed  Corp 

327 

14.7 

3,317 

89 

19.0 

0.8 

488 

■ 

■ 

420 

Shaw  Industries 

1,619 

36.0 

817 

1.642 

97.2 

15.3 

378 

■ 

79 

■ 

Shawmut  National 

2,344 

-170.6 

22,816 

1,155 

-112.7 

11.4 

352 

281 

■ 

299 

Shenwin-Williams 

2,541 

128.2 

1,612 

2.520 

188.2 

16.5 

499 

■ 
403 

■ 
■ 

■ 
352 

ShopKo  Stores 
Sigma-Aldrich 

1,586 
589 

49.2 
79.8 

841 
568 

524 

88.5 

19.4 

.  ■ 

2.114 

1070 

4.2 

■ 

■ 

157 

■ 

Signet  Banking 

1,305 

-25.7 

11.239 

781 

174 

6.0 

393 

■ 

■ 

■ 

Smith's  Food  &  Drug  Centers 

2,217 

45.1 

1.197 

1.150 

95.6 

16.8 

■ 

432 

■ 

415 

Snap-on  Tools 

882 

73.2 

915 

1,658 

98.8 

7.2 

491 

226 

109 

381 

Society 

1,609 

163.0 

15,405 

1.885 

212.0 

83 

■ 

■ 

455 

■ 

Society  for  Savings 

403 

-64.5 

2.989 

121 

-58.9 

13 

■  Not  on 

500  list. 
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ANNOUIiaNGA 
TIRE  THAT  IllUnr  LAST 

ASUHIGASYOU 

OWNVOURCAR. 


M 


*Our  new  all-season  radial 
is  backed  by  an  80,000  mile 
treadwear  limited  warranty. 
See  dealer  for  details 


Extra  rubber, 
extra  steel, 
gives  you 
extra  protection 
against  road 
hazards. 


Revolutionary 

new  design 

ensures  even 

wear  for  even 

higher  mileage 


Rest  easy.  With  the 
sm.ooth,  quiet,  comfortable 
ride  we're  famous  for. 


Once  again  Michelin  raises 
the  bar  of  excellence.  With  the 
highest  mileage  passenger 
tire  we've  ever  made. 


TheXH4 

maintains 

Michelin's 
renowned 
all-season 
performance 

from  the  first 

mile  to  the  last. 


More  miles. 
'  More  value. 
More  Michelin. 


MICHEUN 

BECAUSE  so  MUCH  IS  MDMG 
ONYDURTKES' 


CONGRArULAnONSr 

ITS  A  MKHDJN. 

BACKED  BY  AN  80,000  MILE  WARRANTY.' 


■  i];]UkihLVi 

1 

^^ 

1 

1  THE  FORBES  SOOs 

^^ 

^^^ 

j 

-Where  they  rank:  1991- 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Empk>yea 

Sales 

Net         Assets 

Market 

($mil) 

profits 

($mil) 

value 

ftow 

(tt»ou) 

profits 

value 

($mil) 

($mil) 

($mil) 

1       ■ 
*     464 

462             437 

■ 

Sonat 

1,421 

66.0 

3,208 

1,320 

252.7 

5.5 

355               ■ 

425 

Sonoco  Products 

1,697 

94.8 

1,136 

1,620 

171.4 

14.5 

115 

36              78 

66 

Southern  Co 

8,050 

876.4 

22,883 

10,061 

1,844.4 

m 

■ 

■             394 

■ 

Southern  National 

363 

30.8 

3,730 

303 

39.0 

2.1 

483 

288             411 

380 

Southern  New  England  Telecommunications 

1,633 

125.9 

3,539 

1,902 

379.5 

11.7 

■ 

372             175 

■               ■ 

■ 
405 

SouthTrust 
Southwest  Airiines 

933 

90.0 

10.158 

955 

133.2 
113.1 

5.2 

■ 

1,314 

26.9 

1,837 

1,712 

9.2 

■ 

■             420 

■ 

Southwest  Gas 

795 

-14.2 

3,463 

257 

41.2 

2.9 

95 

25              75 

32 

Southwestern  Bell 

9,332 

1,156.5 

23,179 

17,640 

2,921.5 

64.0 

■ 

317               ■ 

■ 

Southwestern  Public  Service 

731 

109.0 

1,644 

1.263 

166.8 

2.2 

426 

■               ■ 

■ 

Spiegel 

1,976 

16.9 

1,725 

754 

55.6 

12i 

439 

■               ■ 

■ 
165 

Springs  Industries 

1,890 

27.1 

1,251 

670 

113.0 

21.5 

104 

113             169 

Sprint* 

8,780 

367.5 

10,464 

4,800 

1,531.8 

43.2 

■ 

465             190 

■ 

Standard  Federal  Bank 

874 

65.8 

9.514 

584 

85.7 

2.2 

428 

351               ■ 

351 

Stanley  Works 

1,962 

95.1 

1,548 

2,118 

170.0 

17.6 

■ 

464             250 

■ 

Star  Banc 

659 

65.8 

6,646 

854 

85.5 

3.7 

■ 

260             111 

331 

State  Street  Boston 

1,302 

139.3 

15,046 

2,281 

180.2 

8.2 

176 

■            .239 

350 

Stone  Container 

5,384 

-49.1 

6,903 

2,123 

224.4 

32.1 

186 

■               ■ 

■ 

Stop  &  Shop  Companies 

5,010 

32.4 

1,959 

778 

136.6 

41.5 

■ 

362               ■ 

266 

Storage  Technology 

1,585 

93.1 

1,700 

2,791 

204.9 

10.2 

■ 

463               ■ 

489 

Stride  Rite 

574 

66.0 

332 

1,390 

70.2 

3.7 

■ 

■               ■ 

393 

Slryker 

365 

33.1 

270 

1,799 

44.9 

2.2 

■ 

■             302 

■ 

Sumitomo  Bank  of  California 

517 

42.9 

5,281 

209 

50.6 

1.7 

■ 

■             390 

■ 
255 

Summit  Bancorp 

351 

21.2 

3,764 
7,143 

320 

28.7 

1.7 

82 

■             229 

Sun  Co 

10,183 

-387.0 

2,944 

88.0 

19.0 

256 

199               ■ 

250 

Sun  Microsystems 

3,455 

199.3 

2,341 

2,968 

419.4 

12.0 

475 

318               ■ 

436 

Sundstrand 

1,669 

108.8 

1,720 

1,600 

189.8 

12.9 

268 

111              48 

161 

SunTrust  Banks 

3,361 

370.7 

34,554 

4,889 

467.5 

19.4 

■ 

■             426 

■ 

Sunwest  Financial  Service 

320 

12.4 

3,406 

296 

21.3 

2.4 

444 

■               ■ 

■ 

Super  Food  Services 

1,842 

11.3 

352 

123 

19.3 

2.3 

76 

188               ■ 

388 

Super  Valu  Stores 

10,744 

207.3 

2,581 

1,843 

325.4 

24.3 

■ 

■               ■ 

480 

Surgical  Care  Affiliates 

170 

20.7 

188 

1,435 

27.7 

0.7 

111 

230               ■ 

187 

Sysco 

8,469 

161.6 

2.263 

4,238 

258.0 

20.3 

■ 

■               ■ 

421 

T2  Medical 

166 

39.1 

223 

1,633 

45.4 

0.5 

■ 

406               ■ 

286 

Tambrands 

661 

79.0 

390 

2,589 

94.5 

3.9 

433 

■               ■ 
215             433 

496 
328 

Tandem  Computers 
Tandy 

1.933 
4.515 

-^.5 
176.2 

1.962 
3.291 

1,358 

105.9 

11.1 

210 

2,307 

277.8 

40.0 

■ 

■             372 

■ 

TCF  Financial 

437 

11.7 

4.037 

194 

25i 

2.5 

■ 

252             476 

344 

TECO  Energy 

1,154 

145.3 

2,834 

2,170 

278.0 

4.6 

1 

■             136 

123 

Tele-Communications 

3,792 

-200.0 

12,391 

6,018 

504.0 

33.0 

■               ■ 

467 

Teledyne 

3,207 

-25.4 

1,719 

1,489 

58.7 

31.3 

261             179 
■              92 

241 
163 

Temple-Inland 
Tenneco 

2,507 
13,662 

138.4 

10.068 

3.061 
4.845 

300.0 
-1820 

14.1 

44 

-732.0 

18,696 

905 

1? 

20              66 

42 

Texaco 

37,271 

1,294.0 

26,182 

14.736 

2.&54.0 

39.7 

137 

1             320 

263 

Texas  Instruments 

6,784 

-<09.0 

5,009 

2.813 

181.0 

66.6 

189 

90 

86 

Texas  Utilities 

4,893 

^10.0 

18,793 

8.059 

72.4 

15.2 

117 

.6             107 

226 

Textron 

7,840 

299.5 

15,737 

3.282 

5223 

53.0 

61 

^              67 

70 

Time  Warner 

12,021 

-99.0 

24,900 

9,580 

1.010.0 

42.1 

Not  on  500  list.  •  Formeriy  United  Telecommunications. 
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Dip  into  a 
billion  dollars. 

Plunge  into  luxury,  poolside 
at  a  Sheraton  Hotel.  It's  one 
way  to  take  advantage  of 
ITT  $herat6n's  billion  dollar 
improvement.  And  across  the 
country,  enjoy  our  new  health 
clubs,  guestrooms,  restaurants, 
lobbies  and  enhanced  services. 
For  reservations,  call  your 
travel  professional  or 
800-325-3535.  We  spent  a 
billion  to  make  you  feel  like 
a  million. 


ITT  Sheraton 


CALIFORNIA:  Sheraton  Anaheim  Hotel  •  Sheraton  San  Francisco  Airport  Hotel.  Buriingame  •  Sheraton  Cerritos  Hotel  at  Towne  Center  •  Sheraton  industry  Hills  Resort.  City  offnduitry  • 
Sheraton  Grande  Torrey  Pines  Hotel.  La  Jolla  •  Sheraton  Long  Beach  Hotel  •  Sheraton  Grande  Hotel.  Los  Angeles  •  Sheraton  Los  Angeles  Airport  Hotel  •  Sheraton  Silicon  Valley  Hotel  Milpilas  • 
Sheraton  Newport  Beach  Hotel  •  Sheraton  Norwalk  Hotel  •  Sheraton  Rancho  Cordova  Hotel  •  Sheraton  Riverside  Hotel  •  Sheraton  Rosemead  Hotel  •  Sheraton  Grand  Hotel  on  Harbor  Island.  San  Diego  < 
Sheraton  Harbor  Island  Hotel.  San  Diego  •  Sheraton  at  Fisherman's  Wharf  Hotel  San  Francisco  •  Sheraton  Palace  Hotel,  San  Francisco  •  Sheraton  Los  .Angeles  Harbor  Hotel.  San  Pedro  • 
Sheraton  Santa  Barbara  Hotel  •  Miramar  Sheraton  Hotel  Santa  Monica  •  Sheraton  Universal  Hotel  Universal  City  •  ALASKA  Sheraton  Anchorage  Hotel  •  AfOATAVl  Sheraton  Billmas  Hotel  • 
OREGON:  Sheraton  Portland  Airport  Hotel  •  WASHINGTON:  Sheraton  Seattle  Hotel  and  Toiven  •  Sheraton  Spokane  Hotel  •  Sheraton  Tacoma  Hotel 
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THE  FORBES  500s 


Sales 

-Where  they  rank:  1991- 
Net         Assets 
profits 

Market 
value 

Company 

248 

392 

371 

169 

Times  Mirror 

481 

■ 

■ 

■ 

Timken 

325 
434 
425 

■ 
157 
419 

■ 
271 

■ 

■ 
256 

■ 

TJX  Cos 

Torchmark 

Tosco 

157 

120 

341 

64 

Toys  'R'  Us 

135 

339 

50 

217 

Transamerica 

328 

70 

413 

■ 
131 
257 

337 

27 

481 

■ 
353 
246 

Transco  Energy 

Travelers 

Tribune 

468 

■ 

■ 

■ 

Trinova 

■ 

■ 

383 

■ 

Trustmark 

116 

■ 

290 

262 

TRW 

■ 
336 
246 

■ 
297 

■ 

■ 

■ 

328 

344 

■ 

■ 

428 

■ 
■ 

157 

■ 

■ 

■ 

394 

Turner  Broadcasting  System 

Turner  Corp 

TW  Holdings 

20th  Century  Industries 

Tyco  Laboratories 

231 
64 

■ 

247 

■ 
■ 

■ 
183 
126 

320 
206 

■ 

Tyson  Foods 

UAL 

UJB  Financial 

■ 

■ 

■ 

487 

Unifi 

484 
304 

361 
291 

98 
332 

■ 
198 

Union  Bank 
Union  Camp 

190 
406 

■ 
124 

240 
287 

233 
219 

Union  Carbide 
Union  Electric 

128 

480 

127 

67 

Union  Pacific 

■ 

■ 

107 

■ 
144 

■ 

386 

■ 

216 

■ 
462 
438 

Union  Planters 

Union  Texas  Petroleum  Holdings 

Unisys 

■ 

421 

■ 

297 

United  HealthCare 

■ 

■ 

333 

■ 

United  Missouri  Bancshares 

415 
477 
331 

201 
237 

■ 

88 

■ 
■ 

339 
220 

■ 

US  Bancorp 
US  Healthcare 
US  Shoe 

■ 

370 

■ 

139 

US  Surgical 

■ 

■ 

465 

■ 

US  Trust 

22 

■ 

■ 
265 

105 
355 

108 
401 

United  Technologies 
Unitrin 

310 

449 

■ 

■ 

Universal 

93 

434 

184 

160 

Unocal 

369 

194 

162 

302 

UNUM 

258 
78 

72 
68 

362 
64 

103 
44 

Upjohn 
US  West 

146 
223 
458 

■ 
■ 
■ 

257 
118 

■ 

■ 
■ 
■ 

USAir  Group 

USF8.G 

USG 

■ 

■ 

462 

■ 

Usiico 

■  Not  on 

500  list. 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

($mil) 

profits 

($mil) 

value 

fkm 

(thou) 

($mil) 

($mil) 

($mil) 

3,614 

82.0 

4,052 

4,739 

334.1 

28.4 

1,647 

-35.7 

1,759 

815 

73.6 

18.3 

2,758 

20.1 

1,105 

1,335 

76.9 

29.5 

1,932 

246.5 

6,161 

2,936 

272.1 

6i 

1,980 

75.4 

970 

867 

147.2 

1.8 

6,124 

339.5 

4,548 

10,098 

440.2 

41.0 

6,815 

99.4 

33,682 

3,387 

258.9 

15.6 

2,739 

-167.4 

4,607 

392 

59.7 

5.5 

11,377 

307.0 

52,709 

2,097 

381.5 

33.0 

2,035 

142.0 

2,795 

2,993 

279.0 

12.9 

1,681 

-184.1 

1,070 

695 

-122.1 

18.6 

348 

27.6 

3,878 

295 

39.7 

2.0 

7,913 

-140.0 

5,635 

2,838 

329.0 

73.5 

1,480 

42.9 

2,255 

5,042 

204.7 

3.8 

2,672 

11.3 

708 

50 

22.8 

2.9 

3,618 

-67.6 

3,385 

475 

164.5 

106.0 

907 

103.5 

1,370 

1,016 

109.1 

1.9 

3,077 

98.3 

2,467 

1,783 

189.5 

24.7 

3,978 

148.5 

2,598 

2,353 

286.7 

45.5 

11,663 

-331.9 

9,876 

3,587 

271.8 

78.1 

1,236 

22.4 

13,378 

832 

41.0 

6.5 

1,012 

47.7 

509 

1,405 

47.7 

5.3 

1,633 

93.5 

17,474 

712 

116.5 

7.3 

2,967 

124.8 

4,698 

3,729 

344.0 

20.7 

4,877 

-9.0 

6,826 

3,196 

278.0 

17i 

2,097 

321.5 

5.733 

3,383 

6212 

6.9 

7,029 

64.0 

13,326 

9,923 

812.0 

47.1 

398 

27.5 

3,787 

257 

42.1 

2.3 

977 

279.9 

2,247 

1.500 

405.4 

1.4 

8,696 

-1,393.3 

8,432 

1,597 

-441.7 

67.8 

824 

74.8 

574 

2,533 

89.2 

3.1 

397 

39.5 

4,692 

542 

51.9 

2.9 

2,014 

196.4 

18,875 

2,234 

238.8 

10.9 

1,664 

151.1 

758 

3,368 

153.2 

2.3 

2,726 

40.0 

1,152 

770 

123.5 

45.0 

m 

91.2 

742 

5,680 

131.5 

6.0 

405 

31.4 

2,917 

394 

42.6 

2.0 

20,840 

-1,021.0 

15,985 

6,571 

-257.0 

188.9 

1,255 

137.2 

4,272 

1,735 

mi 

10 

2,907 

70.2 

1,318 

916 

96.0 

25.0 

9,585 

73.0 

9,836 

4,985 

1.198,0 

17.4 

2,421 

205.0 

10.668 

2,487 

205.0 

5.4 

3,426 

537.4 

4,147 

6.871 

672.6 

188 

10.577 

553.4 

27,854 

13.897 

2,429.5 

65.6 

6,514 

-305.3 

6.454 

835 

-10.0 

51.0 

4,134 

-176.1 

14.456 

748 

-137i 

10.8 

1,712 

-161.0 

1,626 

84 

-93.0 

11.8 

393 

11.2 

2.942 

192 

11.2 

0.8 
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To  stay  ahead  in  business, 
you've  got  to  think  ahead. 

You  need  Sharp  Thinking. 

Sharp  Thinking  created  the 
world's  first  desktop  color  fax. 
And  made  Sharp  *1  in  fax. 

It  brought  you  the  incredible 
PC-6881  full-color  notebook 
computer  that  builds  in 
tomorrow's  technology  today 

It  led  to  advanced  copiers 
like  the  award-winning,  high 
volume  Master  Series. 

"WHAT  YOUR 
BUSINESS  MEEDS 
TODAY  IS 

SHARP  THiiyKinic:' 

And  our  most  powerful 
Wizard*  Electronic  Organizer. 

That's  Sharp  Thinking.  It's 
behind  all  our  products.  And 
behind  the  Sharp  National 
Account  Program  (SNAP)  that 
offers  large-volume  accounts 
total  service  and  support. 

So  shouldn't  your  business 
be  thinking  Sharp? 

For  more  information  call: 


©  1992  Sharp  Electronics  Corporation 


FRO/W  SHARP  MINDS 
COyWE  SHARP  PRODUCTS' 


BANKING  SYSTEMS  •  CALCULATORS  •  CASH  REGISTERS  •  COLOR  SCANNERS  •  COMPUTERS  •  COPIERS  •  FACSIMILE  •  LASER  PRIN 
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THE  FORBES  SOOs 


Sales 


-Where  they  rank:  1991- 
Net         Assets 
profits 


Market 
value 


Company 


Sales 
($mil) 


Net 
profits 
($mil) 


Assets 
($mil) 


Market 
value 
($mil) 


Cash 

fk>w 

($mil) 


Employees 
(thou) 


■ 

420 

301 

■ 

USLife 

1,383 

74.9 

5,329 

680 

86.8 

2.1 

■ 

147 

■ 

127 

UST  Inc 

879 

265.9 

657 

5.927 

288.5 

3.6 

58 

■ 

147 

144 

USX-Marathon 

12,313 

-71.0 

11,644 

5.455 

804.0 

24.8 

191 

■ 

291 

■ 

USX-US  Steel 

4,864 

-507.0 

5,627 

1.339 

-254.0 

22.2 

■ 

428 

■ 

■ 

UtiliCorp  United 

1,075 

73.5 

2,402 

922 

191.7 

3.7 

■ 

343 

■ 

■ 

Valero  Energy 

1,012 

98.7 

1,481 

1.209 

153.4 

1.9 

■ 

■ 

376 

■ 

Valley  Bancorp 

380 

30.7 

3,976 

389 

43.1 

2,4 

■ 

■ 

164 

■ 

Valley  National 

1,132 

34.6 

10,652 

742 

62,6 

7.3 

287 

■ 

441 

■ 

Varity 

3,169 

-178.0 

3,180 

325 

-49.1 

18,7 

306 

231 

■ 

281 

VF 

2,952 

161.3 

2,127 

2.641 

252.3 

44.8 

459 

■ 

359 

188 

Viacom 

1,712 

-46.6 

4.188 

4,193 

89.7 

5.0 

178 

472 

■ 

■ 

Vons  Cos 

5,350 

65.0 

1,803 

1.158 

152.9 

33.4 

■ 

■ 

■ 

464 

Vulcan  Materials 

1,007 

52.6 

1,073 

1,495 

162.3 

6.4 

318 

■ 

■ 

■ 

Waban 

2,784 

30.0 

786 

818 

52.1 

14,0 

292 

173 

51 

153 

Wachovia^ 

3,138 

229.5 

33,158 

5,127 

339.3 

17.6 

10 

9 

108 

4 

Wal-Mart  Stores 

43,887 

1,608.5 

15,443 

61,186 

2,083.8 

349.5 

131 

200 

■ 

181 

Walgreen 

6,901 

198.3 

2,199 

4.415 

286.5 

49.8 

432 

■ 

■ 

■ 

Wang  Laboratories 

1,940 

-380.0 

1,312 

1,040 

-174.0 

18.3 

184 

259 

405 

77 

Warner-Lambert 

5,059 

140.8 

3,602 

8,732 

276.3 

34.0 

■ 

426 

464 

■ 

Washington  Federal  Savings  &  Loan 

283 

73.8 

2,935 

843 

77.4 

0.4 

■ 

457 

231 

■ 

Washington  Mutual  Savings  Bank 

739 

67.5 

7,118 

598 

73.0 

2.2 

■ 

300 

■ 

264 

Washington  Post 

1,380 

118.7 

1,488 

2,810 

221.6 

6.0 

■ 

440 

■ 

■ 

Washington  Water  Power 

567 

72.2 

1,522 

794 

130.0 

2.0 

120 

56 

132 

26 

Waste  Management 

7,551 

606.3 

12,572 

20.547 

1.199.1 

62,5 

■ 

399 

■ 

■ 

Weis  Markets 

1,294 

80.6 

735 

1.177 

105.7 

15.0 

163 

■ 

25 

207 

Wells  Fargo 

5,861 

21.0 

53,547 

3.577 

267.0 

21.4 

■ 

■ 

299 

■ 

West  One  Bancorp 

520 

41.2 

5,417 

544 

57.7 

3.4 

52 

■ 

86 

104 

Westinghouse  Electric 

12,794 

-1,086.0 

20,159 

6,672 

-708.0 

113.7 

387 

249 

421 

311 

Westvaco 

2,268 

147.9 

3,459 

2.410 

327.6 

14.7 

168 

■ 

■ 

■ 

Wetterau 

5.718 

49.5 

1.271 

483 

99.6 

15.6 

106 

■ 

100 

94 

Weyerhaeuser 

8,702 

-100.9 

16,928 

7,425 

400.4 

39.6 

139 

220 

258 

232 

Whirlpool 

6,770 

170.0 

6,445 

3,230 

403.0 

37.0 

370 

401 

■ 

433 

Whitman 

2,393 

80.4 

2,123 

1,603 

167.0 

14.9 

■ 

■ 

472 

■ 

Whitney  Holding 

251 

-4.7 

2,858 

164 

3.3 

1.5 

418 

■ 

■ 

354 

Willamette  Industries 

2,005 

45.8 

2,219 

2.089 

197.1 

10.8 

405 

314 

356 

463 

Williams  Cos 

2.105 

110.0 

4.247 

1.498 

282.4 

6.4 

■ 

443 

370 

■ 

Wilmington  Trust 

429 

71.9 

4,061 

930 

78.5 

2.0 

81 

214 

■ 

225 

Winn-Dixie  Stores 

10,203 

177.9 

1,847 

3,288 

301.1 

103.5 

■ 

205 

415 

306 

Wisconsin  Energy 

1,539 

189.3 

3.496 

2.467 

358.1 

5,7 

485 

429 

■ 

■ 

Witco 

1,631 

73.5 

1.198 

1,062 

141.1 

7.1 

86 

■ 

336 

189 

Woolworth 

9,914 

-53.0 

4.618 

4,074 

208.0 

1430 

■ 

■ 

■ 

485 

Worth ington  Industries 

891 

46.3 

591 

1.419 

71,3 

58 

■ 

473 

■ 

■ 

WPL  Holdings 

649 

64,9 

1.376 

827 

126.3 

31 

■ 

279 

■ 

270 

Wm  Wrigley  Jr 

1,149 

128,7 

625 

2.722 

157.3 

6.1 

33 

92 

55 

99 

Xerox 

17,830 

454,0 

31.658 

7.187 

1,149.0 

109.5 

377 

■ 

■ 

■ 

Yellow  Freight  System 

2.344 

26.7 

1.098 

853 

151,3 

28.7 

480 

■ 

■ 

■ 

York  International 

1,653 

13.0 

1,206 

930 

62.1 

103 

■ 

■ 

401 

■ 

Zions  Bancorporatijn 

344 

29.1 

3.646 

294 

38.3 

22 

I  Not  on  500  list.    '  Formerly  First  Wachovia. 
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In  1889,  when  Eiffel's  engineering  masterpiece  towered  above  Paris, 
Allendale  had  been  a  top  property  insurer  for  54  years. 


WhenGustave  Eiffel  began  construction  on  his  thousand-foot 
tower  for  the  1889  Paris  Exposition,  many  thought  it  was 
impossible.  But,  in  spite  of  formidable  engineering  challenges, 
the  Eiffel  Tower  was  completed  in  just  2  years.  And  when  the 
first  visitors  gazed  up  at  his  triumph,  Allendale's  engineers  had 
been  pioneering  loss  control  technology  for  54  years. 

Today,  Allendale  is  an  international  company  bringing 


engineering  expertise  to  clients  around  the  world  After  a 
century  and  a  half,  we're  still  shaping  the  history  of  loss  control 
with  engineering,  training,  research,  responsiveness  and  fairness 
in  the  way  we  do  business.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 
Allendale  Insurance  Factory  Mutual  System 

World  leaders  in  property  risk  monagement  since  1835. 
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Information  is  power. 


.  information. 
Too  much  information. 

Most  people  liave  no  idea  what  to  do  with  it  all. 
They  produce  vitally  important  stuff  m  such  prodigious  quantities 
that  laser  printer  and  copier  companies  have  to  work  overtime. 
(Take  a  look  at  your  service  and  repair  contracts.) 
Wow. 

Information  means  millions  of  trees  die  needlessly 

The  rainforest.    The  spotted  owl.    Your  blasted  filing  cabinets. 

(Do  they  really  come  new  from  the  factory  stuffed  full  of  paper?) 

Where  does  all  the  information  go?  What  happens  to  it  all? 

Number  one,  it's  ignored.  Lost.  Shredded.  In  time  it  will  decompose. 

It  gets  shoveled,  by  the  sprocket-pinned-perforated-fanfold  ream, 

into  those  blue  plastic  recycling  bins  next  to  your  copying  machines. 

It  keeps  entire  industries  alive.  (But  not  your  industry) 

It  goes  to  a  mill  in  Arkansas  where  it's  made  into  reinforced  * 

disposable  picnicware  with  an  attractive  floral  pattern.  ; 

Perfect  for  potato  salad. 

That's  what  happens  to  your  precious  information. 

But  if  you  use  Dun  &  Bradstreel  Software, 
the  information  that's  truly  powerful  will  come  to  your  attention, 
and  the  information  that  isn't,  won't.  (Please  recycle  this  ad.) 

Dun&  Bradstrcct  Software  ^ 
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THE  FORBES  SOO 


As  earnings  tumbled,  stock  prices  surged  last  year, 
lifting  the  average  value  of  the  790  stocks  in  the 
Forbes  500s  by  28%.  Thus  P/Es  clinnbed. 


Winners 

Company 


-Stock  price- 


Losers 

Company 


%  change 
12-month         YTD 


recent 


Stock  price- 

%  change 
12-month         YTD 


recent 


Abbott  Laboratories/Dec 

ABT 

n 

70 

20 

70 

47 

60y8 

28% 

111 

-12% 

88 

23.7 

20.4 

Advanced  Micro/Dec 

AMD 

n 

25 

4 

22 

8 

18% 

67 

144 

7 

107 

12.3 

7.8 

AES/Dec 

AESC 

0 

NA 

NA 

37* 

20* 

3674 

NA 

NA 

6 

106 

35.5 

30.5 

Aetna  Life  &  Cas/Dec 

AET 

n 

68 

29 

49 

32 

43% 

-2 

85 

-1 

99 

9.5 

7.9 

Affiliated  Bkshs  Colo/Dec 

AFBK 

0 

35 

8 

35 

13 

32% 

127 

197 

3 

103 

20.4 

15.6 

Aflac/Dec 

AFL 

n 

33 

10 

33 

20 

27% 

26 

109 

-7 

93 

15.3 

13.1 

HF  Ahmanson/Dec 

AHM 

n 

26 

11 

21 

13 

1672 

-3 

84 

-5 

95 

8.0 

7.4 

Air  Prods  &  Chems/Sep 

APD 

n 

45 

15 

45 

31 

44% 

45 

126 

21 

121 

19.9 

18.9 

Albertson's/Jan 

ABS 

n 

51 

10 

51 

33 

43% 

5 

91 

12 

112 

22.6 

20.1 

AIco  Standard/Sep 

ASN 

n 

40 

15 

40 

29 

38V8 

17 

101 

11 

111 

24.3 

16.1 

Alexander  &  Alexander/Dec 

AAL 

n 

34 

16 

28 

18 

2iy8 

-15 

73 

5 

105 

NM 

19.5 

Alexander  &  Baldwin/Dec 

ALEX 

0 

40 

16 

31 

22 

2974 

16 

100 

4 

104 

14.6 

13.2 

Alleghany/Oec 

Y 

n 

123 

56 

123 

91 

121% 

33 

116 

12 

112 

12.4 

14.4 

Allegheny  Power/Dec 

AYP 

n 

47 

31 

47 

37 

41% 

10 

95 

-€ 

94 

11.6 

11.2 

Allergan/Dec 

AGN 

n 

27* 

12* 

27 

18 

22% 

2 

88 

-7 

93 

NM 

151 

Allied-Signal/Dec 

ALD 

n 

53 

25 

53 

27 

52% 

84 

159 

19 

119 

NM 

14.2 

Alltel/Dec 

AT 

n 

43 

15 

43 

35 

39 

1 

88 

0 

100 

16.7 

ISI 

Alcoa/Dec 

AA 

n 

80 

34 

74 

54 

70% 

7 

93 

9 

109 

NM 

219 

ALZA/Dec 

A2A 

a 

55 

8 

55 

28 

45 

47 

127 

-8 

92 

NM 

517 

AMAX/Dec 

AMX 

n 

30 

13 

26 

16 

19% 

-24 

66 

-3 

97 

57.0 

62.5 

Amdahl/Dec 

AMH 

a 

28 

10 

21 

12 

\V/2 

21 

105 

11 

111 

m 

14.2 

Amerada  Hess/Dec 

AHC 

n 

59 

22 

59 

37 

37% 

-21 

68 

-20 

80 

364 

208 

•Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.    NA;  No<  •nilabte.    NM:  No* 
meaningful.    E:  Estimate.    0-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit,    def:  Deficit.    Stock  prices  as  of  Mar.  20. 1992. 
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Merisel 

IntI  Game  Technology 

IVAX 

Cisco  Systems 

Goodyear 

354% 

330 

232 

225 

204 

49% 
23 
-12 
28 
26 

I3y8 

2878 
34 
20% 
6774 

HomeFed 

First  City  Bncp  Texas 

Columbia  Gas  System 

Transco  Energy 

CalFed 

-75% 

-63 

-59 

-59 

-55 

400%              174       > 
275                1%        1 

7               18% 

-34               12% 

44                 374 

^K  ?*:iS!a!®"'i*5^ 
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Company/fiscal  year-end 

Ticker         Exch 
symbol 

5-year 
high    low 

<itnrk  nrri 

Price/earnings  ratios 
latest         1992 
12             est 
months 

12-month 
high    low 

recent        latest  12  months            year  to  date 

price      relative  to      price      relative  to 
change       market       change       market 
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IM  THE  52  WEEKS  ended  Mar.  20,  stock  prices  of  the  790 
companies  that  are  ranked  in  one  or  more  of  the  Forbes 
500s  categories  (sales,  profits,  assets  and  market  value) 
climbed  an  average  28%.  That's  calculated  by  treating  each 

I  "company  equally  in  the  average.  In  comparison,  the 
VVilshire  index  of  5,000  companies  was  up  a  bit  more  than 
twice  that  percentage.  This  marked  a  big  change  in  the 
markets,  which  in  recent  years  have  tended  to  favor  big 
stocks  over  small;  1991  was  the  year  when  the  smaller 
stocks  did  better  than  the  500s'  stocks. 

Further  underlining  this  fiindamental  shift  from  big 
stocks  to  small,  a  third  yardstick,  the  capitalization- 
weighted  Wilshire  index — in  which  big  Philip  Morris 
counts  900  times  as  much  as  tiny  LaserMaster  Technol- 
ogies— rose  only  15%  for  the  52 -week  period. 

Among  the  big  companies  that  make  up  the  Forbes 
500s,  banks  did  well  in  the  past  year.  Seventeen  banks  rank 
among  the  50  stocks  with  the  best  gains.  Besides  banks, 
cyclical  industries,  such  as  basic  materials  and  consumer 
cyclicals,  ended  the  12 -month  period  with  healthy  gains. 

Among  the  top-performing  companies  is  Merisel,  up 
354%.  This  rapidly  growing  distributor  of  microcomputer 
products  signed  a  lucrative  agreement  last  year  with 
Compaq  Computer.  International  Game  Technology,  the 
leading  maker  of  casino  gambling  machines,  rose  330%. 
Goodyear  tripled  in  price,  while  Charles  Schwab  and  Fruit 
of  the  Loom  nearly  tripled. 

This  year  is  unlikely  to  be  as  strong  for  stocks  as  1991 
was.  Much  of  199 1's  52 -week  rise  took  place  in  a  rousing 
year-end  rally,  but  after  that  the  market  stalled  in  the  first 
quarter  of  1992,  as  investors  became  concerned  about  the 


vigor  of  the  economic  recovery. 

To  understand  the  following  table,  here  are  a  few  points 
to  keep  in  mind:  We  designate  as  fiscal  1991  the  results  of 
any  company  whose  fiscal  year  ends  between  June  1991 
and  May  1992.  Where  1991  earnings  were  not  yet 
available,  we  used  an  earnings  estimate,  marked  E.  In 
calculating  earnings  we  include  results  of  discontinued 
operations  but  exclude  extraordinary  items  and  the  cumu- 
lative effect  of  accounting  changes. 

Five-year  and  12 -month  price  ranges  are  adjusted  for 
stock  splits  that  have  occurred  or  will  take  place  by  this 
issue's  cover  date  (Apr.  27).  We  do  not  restate  price  ranges 
to  reflect  spinoffs  or  special  cash  dividends.  However,  the 
value  of  such  distributions  is  included  in  the  12-month 
and  year-to-date  stock  performance  figures. 

The  "relative  to  market"  figure  shows  a  stock's  perfor- 
mance vis-a-vis  the  capitalization -weighted  Wilshire  in- 
dex. For  example,  a  stock  with  a  15%  gain  during  the  last 
12  months  matched  the  Wilshire  index  and  thus  has  a 
relative  performance  of  100.  A  stock  that  rose  more  than 
15%  would  have  a  relative  performance  of  over  100.  For 
any  stock  with  a  recent  price  of  $1  or  less,  w^e  marked  the 
performance  figures  as  not  meaningful. 

All  estimates  are  securities  analysts'  consensus  forecasts, 
compiled  by  the  Institutional  Brokers  Estimate  System. 
The  "confidence  factor  on  estimates"  indicates  how 
closely  analysts  agree  on  forecasts.  For  example,  Chrysler, 
which  has  a  1992  estimate  of  1  cent  per  share  loss,  has  a 
"very  low"  confidence  factor.  The  23  analysts  who  sup- 
plied forecasts  on  the  automaker  are  in  wide  disagreement 
about  its  immediate  earnings  prospects.       -EvELYN  Feit 
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Earr 

IMtfV^ 

Divid 

mri" 

net 

latest 

1991 

estimated 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

profit 

12-montli 

EPS 

1992 

•92  vs  '91 

of 

factor  on 

rate 

growth 

margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

15.8% 

$2.55 

$2.55 

$2.96 

16% 

33 

ver>  high 

$1.20 

2.0% 

47% 

19% 

11.8 

1.53 

1.53 

2.40 

57 

22 

low 

none 

NA 

NA 

NA 

12.8 

1.02 

1.02 

1.19 

17 

3 

very  high 

0.40 

1.1 

39 

NA 

2.6 

4.59 

4.59 

5.56 

21 

25 

average 

2.76 

6.3 

60 

1 

6.8 

1.59 

1.59 

2.07 

30 

5 
13 

very  high 
high 

0.40 
0.40 

1.2 
1.4 

25 
22 

0 

4.5 

1.82 

1.82 

2.13 

17 

16 

5.4 

2.06 

2.06 

2.22 

8 

16 

high 

0.88 

5.3 

43 

0 

8.5 

2.25 

2.23 

2.37 

6 

24 

vefy  high 

0.80 

1.8 

36 

15 

3.0 

1.94 

1.94 

2.18 

12 

22 

high 

0.64 

1.5 

33 

25 

1.5 

1.57 

2.61 

2.37 

-9 

11 

high 

0.92 

2.4 

59 

9 

def 

-0.25 

-0.25 

1.11 

D-P 

15 

low 

1.00 

4.6 

NM 

0 

12.8 

2.00 

2.00 

2.22 

11 

4 

high 

0.88 

3.0 

44 

5 

4.5 

9.81 

9.81 

8.48 

-14 

1 

NM 

none 

NA 

NA 

NA 

8.5 

3.61 

3.61 

3.73 

3 

20 

ve(Y  high 

3.20 

7.6 

89 

2 

def 

-0.89 

-0.89 

1.52 

0-P 

14 

high 

0.36 

1.6 

NM 

0 

def 

-2.00 

-2.00 

3.70 

0-P 

20 

high 

1.00 

1.9 

NM 

-2 

10.8 

2.34 

2.34 

2.58 

10 

18 

average 

1.48 

3.8 

63 

11 

0.6 

0.71 

0.71 

3.22 

354 

32 

very  low 

160 

2.3 

NM 

11 

def 

-0.88 

-0.88 

0.87 

D-P 

11 

average 

none 

NA 

NA 

NA 

0.8 

0.34 

0.34 

0.31 

-9 

23 

very  low 

0.80 

4.1 

NM 

79 

0.3 

0.04 

0.04 

1.23 

NM 

24 

low 

0.10 

0.6 

riM 

0 

1.3 

1.04 

1.04 

1.82 

75 

28 

very  low 

0.60 

1.6 

58 

2 

Sources:  William  O'Neil  i  Co.;  Wilshire  Associates;  The  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  Inc.  ma  Lotus  One  Source;  Forties. 
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Company/fiscal  year-end 

Ticker 

Exch 

' 

Stock 

nrirA— 

Ctnrk  rmH 

Price/earnings  ratios 

t>lH.C~ 

OllXfll  pcTlviiiiaiiwc— 

symbol 

5-year 

12-month 

recent 

latest  12  months 

year 

to  date 

latest 

1992 

high 

low 

high 

low 

price 
change 

relative  to 
market 

price 
change 

relative  to 
market 

12 
nwnths 

est 

"1 

American  Brands/Dec 

AMB 

n 

48 

18 

47 

38 

43% 

-5% 

82 

-3% 

97 

11.2 

10.1 

American  Cyanamid/Dec 

ACY 

n 

69 

29 

69 

52 

63% 

18 

102 

-2 

98 

16.5 

14.1    A 

American  Electric/Dec 

AEP 

n 

34 

23 

34 

28 

IVh 

10 

95 

-9 

91 

11.5 

10.7      1 

American  Express/Dec 

AXP 

n 

40 

18 

30 

18 

IVk 

-20 

69 

9 

109 

14.0 

9.8       , 

American  General/Dec 

AGC 

n 

51 

24 

46 

36 

43% 

15 

99 

-3 

97 

10.2 

9.5       ' 

American  Greetings/Feb 

AGREA 

0 

44 

13 

44 

31 

41 

7 

93 

-1 

99 

14.9 

13.1       , 

American  Home  Prods/Dec 

AHP 

n 

86 

31 

86 

56 

76 

35 

117 

-10 

90 

17.4 

15.7 

American  IntI  Group/Dec 

AIG 

n 

102 

39 

102 

79 

90 

-1 

86 

-9 

91 

12.4 

11.7 

American  Medical/Aug 

AMI 

a 

27 

3 

13 

5 

9% 

73 

150 

0 

100 

NM 

NA 

American  Natl  Ins/Dec 

ANAT 

0 

45 

23 

45 

32 

37y4 

12 

97 

-10 

90 

7.8 

8.8 

American  President/Dec 

APS 

n 

51 

10 

44 

20 

30% 

52 

132 

-25 

75 

8.4 

10.7 

American  Savings/Dec 

ASB 

n 

22 

y4 

2 

V>. 

y>. 

-85 

NM 

33 

NM 

m 

NA 

American  Stores/Jan 

ASC 

n 

46 

21 

46 

26 

33% 

-21 

68 

-1 

98 

9.6 

10.4 

American  Tel  &  Tel/Dec 

T 

n 

47 

23 

41 

33 

40% 

24 

107 

4 

104 

NM 

13.8 

American  Water  Works/Dec 

AWK 

n 

29 

13 

29 

19 

22y4 

18 

102 

-16 

84 

9.8 

9.3        ' 

Ameritech/Dec 

AIT 

n 

70 

37 

69 

56 

58% 

-13 

75 

-« 

92 

13.3 

12.1       j 

Ames  Dept  Stores/Jan 

ADD 

n 

30 

y>. 

3 

% 

% 

-84 

NM 

-46 

NM 

NM 

NA 

Amgen/Dec 

AMGN 

0 

78 

3 

78 

36 

62% 

57 

136 

-17 

83 

NM 

34.4 

Amoco/Dec 

AN 

n 

60 

29 

55 

44 

44% 

-18 

71 

-10 

90 

18.8 

14.7 

AMP/Dec 

AMP 

n 

72 

34 

69 

47 

60y4 

16 

101 

3 

103 

24.6 

21.1 

AMR/Dec 

AMR 

n 

107 

27 

80 

55 

78% 

41 

123 

12 

112 

NM 

21.6 

AmSouth  Bancorp/Dec 

ASO 

n 

26 

12 

26 

16 

25% 

56 

136 

19 

119 

11.8 

10.7 

Anchor  Bancorp/June 

ABKR 

0 

13* 

%* 

5 

2 

478 

179 

241 

22 

122 

2.4 

NA 

Anheuser-Busch  Cos/Dec 

BUD 

n 

62 

26 

62 

47 

57% 

14 

99 

-6 

94 

17.7 

15.7 

Aon/Dec 

AOC 

n 

45 

21 

45 

35 

42% 

20 

104 

8 

108 

11.5 

10.6 

Apple  Computer/Sep 

AAPL 

0 

73 

24 

73 

40 

63y4 

0 

87 

12 

112 

23.8 

14.3 

Archer  Daniels/June 

ADM 

n 

33 

10 

33 

20 

27% 

37 

119 

-16 

84 

17.3 

16.0 

Argonaut  Group/Dec 

AGII 

0 

33 

8 

33 

22 

26y4 

-3 

84 

11 

110 

8.3 

8.3 

Arkla/Dec 

ALG 

n 

28 

9 

19 

9 

9y8 

-52 

42 

-27 

73 

NM 

13.4 

Armco/Oec 

AS 

n 

15 

4 

7 

4 

578 

18 

102 

9 

109 

IM 

NM 

Armstrong  World  Inds/Dec 

ACK 

n 

51 

18 

35 

24 

32y4 

19 

103 

10 

110 

41.9 

18.4 

Arvin  Industries/Dec 

ARV 

n 

40 

13 

27 

17 

25% 

11 

97 

18 

118 

31.6 

16.6 

Asarco/Dec 

AR 

n 

36 

15 

29 

18 

IVh 

-4 

83 

29 

129 

24.6 

23.1 

Ashland  Oil/Sep 

ASH 

n 

43 

23 

35 

26 

IVk 

2 

88 

8 

108 

9.9 

10.3 

AST  Research/June 

ASIA 

0 

33 

3 

33 

15 

19 

-27 

63 

13 

113 

8.5 

8.5 

Atlantic  Energy/Dec 

ATE 

n 

42 

29 

42 

34 

4078 

16 

100 

0 

100 

11.7 

11.5 

Atlantic  Richfield/Dec 

ARC 

n 

142 

59 

134 

99 

99% 

-25 

65 

-7 

93 

22.7 

14.7 

Automatic  Data/June 

AUD 

n 

49 

14 

49 

30 

46 

51 

131 

1 

101 

26.6 

25.1 

AutoZone/Aug 

AZO 

n 

NA 

NA 

42* 

13* 

38 

NA 

NA 

13 

113 

52.8 

44.2 

Avery  Dennison/Dec 

AVY 

n 

33 

15 

28 

20 

Wk 

12 

97 

4 

104 

26.0 

18.8 

Avnet/June 

AVT 

n 

39 

19 

30 

23 

Wi. 

-12 

76 

-7 

93 

17.5 

16.1 

Avon  Productst/Dec 

AVP 

n 

51 

18 

51 

37 

45y2 

17 

101 

-1 

99 

256 

13.4 

Baker  Hughes/Sep 

BHI 

n 

35* 

11* 

30 

17 

17% 

-36 

55 

-11 

89 

14.5 

14.8 

Ball  Corp/Dec 

BLL 

n 

49 

25 

40 

26 

IVk 

40 

121 

-1 

99 

15.5 

13.8 

Bally  Manufacturing/Dec 

BLY 

n 

30 

2 

8 

3 

6% 

42 

123 

29 

129 

m 

67.5 

Baltimore  Bancorp/Dec 

666 

n 

24 

4 

11 

4 

6'/i 

-5 

82 

24 

124 

m 

NM 

Baltimore  G&E/Oec 

6GE 

n 

35 

22 

35 

28 

30y4 

5 

91 

-12 

88 

13.3 

11.4 

Banc  One/Dec 

ONE 

n 

50 

13 

50 

30 

46% 

53 

133 

-3 

97 

16.0 

14.2 

•Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.    NA:  Not  aMilabtt.    NM:  Not 
nfieaningful.    E:  Estimate.    D-D:  Deficit  to  deficit,    D-P:  Deficit  to  profit.    D-Z:  Deficit  to  zero,    def:  Deficit.    Stock  prices  as  of  Mar.  20,  1992. 
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net 

latest 

1991 

L.4II  IllllgJ 

estimated       %  change 

number 

confidence 

indicated 

yield             payout 

5-year 

profit 

12-month 

EPS 

1992          •92vs'91 

of 

factor  on 

rate 

growth 

margin 

EPS 

EPS               EPS 

analysts 

estimate 

rate 

9.6% 

$3.91 

$3.91 

$4.34                   11% 

21 

high 

$1.75 

4.0%                45% 

13% 

7.2 

3.85 

3.85 

4.51                  17 

22 

high 

1.50 

2.4                  39 

9 

9.9 

2.70 

2.70 

2.90                   7 

25 

high 

2.40 

7.7                  89 

1 

1 
1 

3.1 

1.59 

1.59 

2.27                  43 

22 

average 

1.00 

4.5                  63 

9 

( 

10.9 

4.25 

4.25 

4.59                   8 

22 

very  high 

2.08 

4.8                  49 

20 

6.1 

2.76 

2.81E 

3.13                  11 

10 

very  high 

0.78 

1.9                  28 

3 

■, 

19.4 

4.36 

4.36 

4.85                  11 

39 

high 

2.60 

3.4                  60 

9 

9.2 

7.28 

7.28 

7.70                   6 

29 

high 

0.50 

0.6                    7 

22                           f 

0.1 

0.05 

-0,38 

NA                 NA 

NA 

NA 

none 

NA                  NA 

NA 

10.5 

4.76 

4.76 

4.25                -11 

3 

average 

1.88 

5.0                  39 

6 

26 

3.65 

3.65 

2.88                -21 

8 

low 

0.60 

2.0                  16 

8 

def 

-27.35 

-27.35 

NA                 NA 

NA 

NA 

none 

NA                  NA 

NA 

1.2 

3.47 

3.47 

3.20                 -8 

16 

high 

0.70 

2.1                  20 

9 

0.8 

0.40 

0.40 

2.94                 NM 

30 

high 

1.32 

3.2                  NM 

5 

11.6 

2.27 

2.27 

2.40                   6 

2 

NM 

0.93 

4.2                  41 

8 

10.8 

4.39 

4.39 

4.84                  10 

30 

very  high 

3.52 

6.0                  80 

11 

def 

-8.80 

NA 

NA                 NA 

NA 

NA 

none 

NA                  NA 

NA 

i 

14.3 

0.67 

0.67 

1.82                 172 

24 

low 

none 

NA                  NA 

NA 

4.6 

2.36 

2.36 

3.03                  28 

35 

low 

2.20 

5.0                  93 

7 

8.4 

2.45 

2.45 

2.86                  17 

24 

average 

1.52 

2.5                  62 

14 

def 

-3.54 

-3.M 

3.66                 D-P 

21 

very  low 

none 

NA                  NA 

NA 

8.9 

2.17 

2.17 

2.39                  10 

13 

average 

1.04 

4.1                  48 

6 

6.1 

2.08 

1.53 

NA                 NA 

NA 

NA 

none 

NA                  NA 

NA 

8.5 

3.26 

3.26 

3.67                  13 

23 

very  high 

1.12 

1.9                  34 

18 

1 

1 

8.3 

3.71 

3.71 

4.02                   8 

22 

high 

1.68 

3.9                  45 

10 

1 
I 

5.0 

2.66 

2.58 

4.44                  72 

42 

average 

0.48 

0.8                  18 

17 

5.7 

1.60 

1.49 

1.74                  17 

18 

high 

0.10 

0.4                    6 

21 

16.3 

3.16 

3.16 

3.17                   0 

3 

average 

0.68 

2.6                  22 

0 

0.5 

0.05 

0.05 

0.68                 NM 

16 

low 

1.08 

11.8                 NM 

0 

def 

-3.89 

-3.89 

-0.30                D-D 

10 

very  low 

none 

NA                  NA 

NA 

2.0 

0.77 

0.77 

1.75                 127 

14 

low 

1.20 

3.7                 156 

8 

1.4 

0.81 

0.81 

1.54                  90 

7 

average 

0.68 

2.7                  84 

0 

2.4 

1.12 

1.12 

1.19                   6 

15 

very  low 

0.80 

2.9                  71 

69 

2.0 

3.25 

2.56 

3.13                  22 

21 

average 

1.00 

3.1                   31 

2 

8.5 

2.24 

2.13 

2.23                   5 

30 

average 

none 

NA                  NA 

NA 

11.0 

3.49 

3.49 

3.55                   2 

12 

high 

3.00 

7.3                  86 

3 

4.2 

4.39 

4.39 

6.77                  54 

36 

low 

5.50 

5.5                 125 

9 

13.2 

1.73 

1.63 

1.83                  12 

20 

very  high 

0.40 

0.9                  23 

16 

5.7 

0.72 

0.66 

0.86                  30 

5 

very  high 

none 

NA                  NA 

NA 

2.5 

1.02 

1.02 

1.41                  38 

12 

average 

080 

3.0                  78 

20 

3.0 

1.44 

1.72 

1.57                  -9 

17 

average 

0.60 

2.4                  42 

6 

3.8 

1.78 

1.78 

3.40                  91 

13 

very  high 

1.40 

3.1                   79 

-9 

5.9 

1.18 

1.26 

1.16                 -8 

30 

low 

0.46 

2.7                  39 

0 

2.9 

2.42 

2.42 

2.71                  12 

8 

average 

1.20 

3.2                  50 

6 

def 

-1.10 

-1.10 

0.10                D-P 

2 

NM 

none 

NA                  NA 

NA 

def 

.      -9.94 

-9.94 

0.00                D-Z 

1 

NM 

none 

NA                  NA 

NA 

9.5 

2.28 

2.28 

2.66                  17 

22 

average 

2.10 

6.9                  92 

3 

12.9 

2.91 

2.91 

3.28                  13 

37 

average 

1.16 

2.5                  40 

11 

Sources:  William  O'Neil  &  Co.;  Wilshire  Associates;  The  Institutional  Brokers  Estimate  System,  a  service  of  IBES,  Inc.  via  Lotus  One  Source;  Forbes. 
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Company/fiscal  year-end 


Blockbuster/Dec 
BMC  Software/Mar 
Boatmen's  Bancshs/Dec 
Boeing/Dec 
Boise  Cascade/Dec 


Ticker 
symbol 


Exch 


-Stock  price- 


5-year      12-month      recent 
high    low  high    low 


-Stock  performance 


latest  12  months 
price      relative  to 
change       market 


—  Price/eamings  ratios 
year  to  date  latest         1992 

price      relative  to        12  est 

change       market  months 


Bancorp  Hawaii/Dec 

BOH 

n 

52 

17 

52 

35 

48% 

35% 

117 

8% 

108 

12.1 

11.0 

Bandag/Dec 

BDG 

n 

135 

42 

135 

89 

126 

40 

122 

5 

105 

22.0 

20.2 

Bank  of  Boston/Dec 

BKB 

n 

38 

3 

21 

7 

19 

187 

248 

65 

165 

Ml 

17.9 

Bank  of  New  York/Dec 

BK 

n 

55 

13 

41 

25 

38% 

48 

128 

26 

125 

30.3 

10.6 

Bank  South/Dec 

BKSO 

0 

18 

5 

10 

5 

9 

29 

111 

60 

160 

NM 

64.3 

BankAmerica/Dec 

BAG 

n 

45 

5 

45 

31 

45y4 

34 

116 

26 

126 

9.4 

9.8 

Bankers  Trust  NY/Dec 

BT 

n 

68 

26 

68 

40 

57y4 

37 

118 

-10 

90 

7.4 

7.5 

BanPonce/Dec 

BPOP 

0 

26 

12 

26 

17 

24 

41 

122 

25 

125 

lU 

NA 

CR  Bard/Dec 

BCR 

n 

34 

13 

34 

22 

29y8 

23 

107 

-5 

95 

27.0 

21.4 

Barnett  Banks/Dec 

BBI 

n 

42 

14 

38 

21 

32y8 

49 

129 

-4 

96 

18.8 

13.0 

Bausch  &  Lomb/Dec 

SOL 

n 

61 

15 

61 

39 

48y8 

21 

105 

-17 

83 

33.9 

16.5 

Baxter  International/Dec 

SAX 

n 

41 

16 

41 

32 

37 

14 

99 

-i 

92 

m 

15.7 

Bay  View  Capital/Dec 

BVFS 

0 

27 

11 

24 

16 

18 

-4 

83 

-14 

86 

12.8 

6.7 

BayBanks/Dec 

6BNK 

0 

49 

9 

32 

13 

28y4 

74 

151 

50 

150 

47.9 

25.7 

BB&T  Financial/Dec 

BBTF 

0 

26 

13 

26 

18 

25% 

40 

121 

17 

117 

10.0 

9.8 

Bear  Stearns  Cos/June 

BSC 

n 

21 

6 

21 

13 

18% 

45 

126 

11 

111 

8.6 

8.0 

Becton  Dickinson/Sep 

BDX 

n 

82 

42 

82 

58 

71 

-5 

82 

4 

104 

15.2 

13.7 

Bell  Atlantic/Dec 

BEL 

n 

57 

30 

53 

42 

42y4 

-16 

73 

-12 

88 

12.4 

12.0 

BellSouth/Dec 

6LS 

n 

59 

29 

54 

44 

44^^ 

-16 

73 

-14 

86 

14.3 

13.4 

Beneficial  Corp/Dec 

BNL 

n 

67 

29 

67 

52 

63% 

23 

106 

-2 

98 

11.0 

9.8 

Bergen  Brunswig/Aug 

BBC 

a 

26 

7 

26 

16 

19y4 

-23 

67 

4 

104 

14.0 

14.3 

Berkshire  Hathaway/Dec 

BRK 

n 

9125 

2525 

9125 

7760 

8925 

13 

99 

-1 

99 

23i 

28.3 

Bethlehem  Steel/Dec 

BS 

n 

29 

7 

19 

11 

15y8 

9 

94 

10 

110 

NM 

NM 

Betz  Laboratories/Dec 

BETZ 

0 

66 

18 

66 

48 

56^/8 

13 

98 

-5 

95 

22.9 

20.8 

BV 

BMCS 

BOAT 

BA 

BCC 


Borden/Dec 

BN 

Borland  Intl/Mar 

BORL 

Boston  Edison/Dec 

BSE 

Bowater/Dec 

BOW 

Bristol-Myers  Squibb/Dec 

BMY 

Broadt/Sep 

BRO 

Brooklyn  Union  Gas/Sep 

BU 

Brown-Forman/Apr  BFB 

Brown  Group/Jan  BG 

Browning-Ferris  Inds/Sep  BFI 

Bruno's/June  BRNO 

Brunswick/Dec  BC 

Burlington  Northernt/Dec  BNI 


15 

79* 

49 

62 

52 

39 

87* 

27 

45 

90 

21 

32 

92 
44 
49 
22 
30 
84 


78 

5* 
25 
15 
18 
15 

10* 
13 
16 
28 
3 
19 

27 
20 
17 

8 

6 
21 


15       8 
79     33 


49 
55 
29 


37 
41 
18 


39     29 


87 
25 
30 
90 
21 


40 
19 
19 
74 
9 


31      27 

90     69 
29      22 


31 
22 
17 


17 
12 

10 


45      28 


14% 
63y4 
43y2 
44% 
23y4 

68'/i 

23 

2578 

im 

28% 

74 

26% 

23 

15% 

15% 

41% 


19 
58 
14 
-7 
-7 
-6 

41 

15 
8 
5 

84 
4 

-5 
-1 
-11 
-14 
14 
45 


103 
137 
99 
81 
81 
82 

122 
100 
93 
91 

160 
90 

83 
85 
77 
74 
98 
126 


20 
-4 
-6 
-7 
4 
0 

-17 
-7 
18 
-9 

-11 
-5 

-10 
5 
6 
14 
13 
3 


120 
96 
94 
93 
104 
100 

83 
93 
118 
91 

89 
95 

90 
105 
106 
114 
113 
103 


25.7 
38.8 
10.7 
9.8 
III 
16.3 

Ml 
11.7 
22.5 
20.3 
12.5 
12.8 

14.5 
29.1 
NM 
20.0 
Ml 
Ml 


19.4 
26.7 
9.9 
9.0 
NM 
12.9 

21.9 
113 

NM 
17.2 

7.4 
12.0 

12.2 
12.4 
18.7 
19.3 
18.4 
124 


Beverly  Enterprises/Dec 

BEV 

n 

19 

4 

12 

7 

8% 

-21 

68 

0 

100 

24.0 

16.2 

BHC  Commun/Oec 

BHC 

a 

59* 

40* 

59 

52 

56% 

-1 

86 

2 

102 

14.6 

15.5 

Bindley  Western  Inds/Dec 

BIND 

0 

21 

6 

21 

14 

16y4 

9 

95 

-5 

95 

10.1 

11.1 

Biomet/May 

BMET 

0 

32 

2 

32 

13 

22 

57 

136 

-28 

72 

512 

37.9 

Black  8>  Decker/Dec 

BOK 

n 

27 

8 

27 

12 

25% 

90 

164 

51 

151 

31.6 

19.6 

H8.R  Block/Apr 

HRB 

n 

41 

10 

41 

25 

3378 

34 

116 

-10 

90 

23.9 

19.6 

•Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.    NA:  No(  wailatite.    NM;  Not 
meaningful.    E:  Estimate.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit,    def:  Deficit.    Stock  prices  as  of  Mar.  20.  1992. 
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P^rninfTf 

OiuiripnHT 

1 

net 

latest 

1991 

estimated       %  change 

number 

confidence 

indicated 

yield             payout 

5-year 

i 

profit 

12-month 

EPS 

1992           '92  vs  '91 

of 

factor  on 

rate 

growth 

1 

margin 

EPS 

EPS                EPS 

analysts 

estimate 

rate 

11.0% 

$4.04 

$4.04 

$4,43                   10% 

11 

high 

$1.20 

2.5%                30% 

17% 

13,7 

5.72 

5,72 

6.25                   9 

14 

high 

1,20 

1.0                  21 

11 

def 

-0.64 

-0,64 

1.06                 D-P 

18 

low 

none 

NA                  NA 

NA 

2.9 

1.28 

1.28 

3.67                 187 

21 

average 

1.52 

3.9                 119 

1 

def 

-1.59 

-1.59 

0.14                 D-P 

4 

very  low 

none 

NA                  NA 

NA 

9.2 

4.81 

4.81 

4,61                  -4 

31 

average 

1.30 

2.9                  27 

78 

! 

9.7 

7.75 

7.75 

7,64                  -1 

29 

average 

2.80 

4.9                  36 

14 

7.0 

2.15 

2.15 

NA                 NA 

NA 

NA 

0.80 

3.3                  37 

7 

, 

6.5 

1.08 

1,08 

1,36                  26 

27 

average 

0.48 

1.6                  44 

21 

3.8 

1.71 

1,71 

2,48                  45 

32 

low 

1.32 

4.1                   77 

11 

5.7 

1.42 

1,42 

2,91                 105 

17 

high 

0.80 

1.7                  56 

14 

6.6 

2.03 

2,03 

2.36                  16 

29 

very  high 

0.86 

2.3                  42 

14 

3.4 

1.41 

1.41 

2.68                  90 

8 

average 

0.60 

3.3                  43 

39 

0.9 

0.60 

0.60 

1.12                  87 

3 

very  low 

none 

NA                  NA 

NA 

10.1 

2.57 

2.57 

2.62                   2 

12 

very  high 

0.88 

3.4                  34 

7 

9.2 

2.19 

1.30 

2.37                  82 

7 

average 

0.60 

3.2                  27 

16 

1 

8.3 

4.66 

4.86 

5.17                   6 

23 

high 

1.20 

1.7                  26 

11 

1 

10.8 

3.41 

3,41 

3,52                   3 

29 

average 

2.52 

6.0                  74 

7 

10.4 

3.11 

3,11 

3,31                   6 

33 

average 

2.76 

6.2                  89 

6 

8.2 

5.80 

5.80 

6.53                  13 

13 

high 

2.60 

4,1                  45 

7 

1.2 

1.38 

1.50 

1.35                -10 

11 

average 

0.40 

2.1                  29 

26 

14.2 

584.00 

384.00 

315.00                -18 

1 

NM 

none 

NA                  NA 

NA 

def 

-10.41 

-10.41 

-0,39                D-0 

16 

very  low 

none 

NA                  NA 

NA 

1 

11.3 

2.47 

2.47 

2,72                  10 

24 

high 

1.24 

2.2                  50 

10 

1.3 

0.37 

0.37 

0,55                  49 

17 

average 

none 

NA                  NA 

NA 

41.2 

3.89 

3.89 

3.65                 -6 

1 

NM 

none 

NA                  NA 

NA 

0.5 

1.61 

1.61 

1.47                  -9 

5 

average 

0,06 

0.4                    4 

0 

18.6 

0.43 

0.46E 

0.58                  26 

13 

average 

none 

NA                  NA 

NA 

1.1 

0.81 

0.81 

1.31                  62 

19 

average 

0.40 

1.6                  49 

0 

11.3 

1.42 

1.52E 

1.73                  14 

12 

very  high 

0.88 

2.5                  62 

20 

10.8 

0.56 

0.56 

0.74                  32 

10 

average 

none 

NA                  NA 

NA 

24.1 

1.63 

1.84E 

2.37                  29 

14 

high 

none 

NA                  NA 

NA 

9.5 

4.07 

4.07 

4.38                   8 

11 

very  high 

2.16 

5,0                  53 

3 

5.3 

4.56 

4.56 

4.97                   9 

31 

high 

1.00 

2,2                  22 

14 

def 

-2.46 

-2.46 

-2.19                0-D 

24 

very  low 

0.60 

2,6                  NM 

6 

4.1 

2.00 

2.00 

2,53                  27 

22 

high 

1.14 

3.5                  57 

16 

def 

-3.30 

0.92E 

3,13                240 

20 

low 

none 

NA                  NA 

NA 

7.2 

1.96 

196 

2.04                   4 

19 

high 

1,64 

7.1                  84 

-5 

3.5 

1.15 

1.15 

0.29                -75 

17 

very  low 

1.20 

4.6                 104 

9                             1 

18.4 

3.95 

3.95 

4,66                  18 

44 

very  high 

2.76 

3,4                  70 

16 

5.8 

1.40 

1.32 

2,38                  80 

5 

high 

0,20 

1,1                   14 

-11 

6.5 

2.25 

2,18 

2,39                  10 

10 

high 

1,94 

6,7                  86 

6 

11.8 

5.12 

5,44E 

6,09                  12 

5 

average 

2.44 

3.3                  48 

19 

0.9 

0.92 

0,92 

2,15                 134 

5 

low 

1.60 

6.0                 174 

1 

1.4 

0,28 

0,42 

1,23                 193 

34 

average 

0,68 

3.0                  NM 

13 

2.4 

0,78 

0,82 

0,81                  -1 

14 

average 

0,20 

1.3                  26 

30 

def 

-0.27 

-0.27 

0,85                 D-P 

11 

low 

0,44 

2.8                  NM 

8 

def 

-396 

-3,96 

3,37                 D-P 

16 

average 

1,20 

2.9                  NM 

-16 

Sources:  William  O'Neii  &  Co.;  Wilshire  Associates;  The  Institutional  Brokers  Estimate  System,  a  service  of  IBES,  Inc.  via  Lotus  One  Source;  fortes. 
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Company/fiscal  year-end 

Ticker 

Exch 

Stock 

price- 

—Stock  perf( 

Price/eamings  ratios    | 

symbol 

5-year 

12-month 

recent 

latest  12  months 

year  to  date 

latest 

1992 

high 

low 

high 

low 

price 

relative  to 

price 

relative  to 

12 

rjr. 

change 

market 

change 

market 

nwnths 

Burlington  Resources/Dec 

BR 

n 

54* 

23* 

44 

33 

35% 

-5% 

82 

1% 

101 

23.1 

21.9 

Cabletron  Systems/Feb 

CS 

n 

66* 

7* 

66 

30 

56 

49 

129 

4 

104 

26.9 

15.2 

21.7              * 

Cabot/Sep 

CBT 

n 

49 

23 

43 

28 

42y2 

20 

104 

27 

127 

7.5 

Caesars  World/July 

CAW 

n 

43 

10 

40 

18 

3874 

107 

179 

14 

114 

11.8 

Caldor/Jan 

CLO 

n 

25 

13 

25* 

13* 

16y8 

NA 

NA 

-9 

91 

38.1 

CalFed/Dec 

CAL 

n 

39 

1 

9 

1 

VA 

-55 

39 

44 

144 

NM 

Campbell  Soup/July 

CPB 

n 

44 

11 

44 

36 

3672 

-10 

78 

-14 

86 

20.4 

19.0      ;• 

Capital  Cities/ABC/Dec 

CCB 

n 

633 

297 

495 

358 

437 

-7 

81 

1 

101 

19.6 

16.4      ■         ' 

Capital  Holding/Dec 

CPH 

n 

64 

24 

54 

42 

58 

23 

107 

-9 

91 

10.9 

9.2              ' 

Carnival  Cruise  Lines/Nov 

CCL 

n 

34* 

8* 

34 

19 

3272 

68 

145 

24 

124 

52.4 

16.2              ^ 

Carolina  Power  &  Lt/Dec 

CPL 

n 

54 

30 

54 

44 

523/4 

12 

97 

-3 

97 

11.6 

11.6              '* 

Carter  Hawley  Halet/Jan 

CHH 

n 

78 

1 

3 

1 

272 

18 

102 

100 

200 

NM 

NM 

Carter-Wallace/Mar 

CAR 

n 

138 

24 

138 

59 

9972 

68 

146 

-19 

81 

33.3 

Caterpillar/Oec 

CAT 

n 

75 

38 

54 

38 

493/4 

3 

89 

13 

113 

NM 

CBI  Industries/Dec 

CBH 

n 

38 

11 

38 

26 

3574 

16 

100 

9 

109 

22.9 

18.5 

CBS/Dec 

CBS 

n 

226 

128 

177 

128 

16772 

-1 

85 

18 

118 

NM 

18.3      t' 

Centel/Oec 

CNT 

n 

48 

15 

48 

27 

4272 

35 

117 

22 

122 

22.5 

59.0      '■ 

Centerior  Energy/Oec 

CX 

n 

24 

12 

20 

15 

1874 

-5 

82 

-8 

92 

10.7 

10.3 

Centex/Mar 

CTX 

n 

55 

15 

55 

33 

53 

58 

137 

18 

118 

27.9 

15.8 

Central  &  So  West/Dec 

CSR 

n 

27 

14 

27 

22 

25y4 

15 

100 

-5 

95 

12.9 

12.4 

Central  Bancshares/Dec 

CBSS 

0 

32 

11 

32 

17 

3074 

73 

150 

6 

106 

11.2 

10.1 

Central  Fidelity  Bks/Dec 

CFBS 

0 

39 

12 

39 

19 

353/4 

92 

166 

-8 

92 

12.8 

11.5 

Champion  Intl/Dec 

CHA 

n 

45 

22 

30 

22 

2878 

9 

94 

17 

117 

NM 

50.2 

Charming  Shoppes/Jan 

CHRS 

0 

37 

7 

32 

13 

3178 

120 

191 

43 

143 

28.3 

241 

Chase  Manhattan/Dec 

CMB 

n 

46 

10 

25 

14 

2578 

81 

157 

46 

146 

8.1 

8.5 

Chemical  Banking/Dec 

CHL 

n 

47 

10 

36 

15 

35% 

130 

199 

66 

166 

NM 

11.3 

Chevron/Dec 

CHV 

n 

82 

32 

80 

60 

63% 

-18 

71 

-8 

92 

17.2 

15.3 

Chiquita  Brands  Intl/Dec 

CQB 

n 

51 

9 

51 

32 

33 

-11 

77 

-18 

82 

12.9 

11.7 

Chrysler/Dec 

C 

n 

48 

9 

19 

10 

18 

26 

109 

53 

153 

NM 

m 

Chubb/Oec 

CB 

n 

78 

26 

78 

61 

65% 

-3 

84 

-15 

85 

104 

10.7 

Cigna/Dec 

CI 

n 

70 

33 

62 

41 

55% 

19 

103 

-9 

91 

8.8 

10.2 

Cincinnati  Financial/Dec 

CINF 

0 

123 

37 

123 

93 

11674 

23 

107 

8 

108 

13.2 

12.7 

Cincinnati  G&E/Dec 

CIN 

n 

40 

23 

40 

31 

36 

12 

97 

-10 

90 

10.8 

10.0 

Cipsco/Dec 

CIP 

n 

28 

20 

28 

23 

26% 

18 

102 

-4 

96 

12.7 

12.3 

Circle  K/Apr 

CKP 

n 

19 

Va 

1 

V2 

72 

-50 

NM 

-20 

NM 

NM 

NA 

Circuit  City  Stores/Feb 

CC 

n 

35 

9 

35 

16 

34% 

110 

182 

49 

149 

26.2 

18.9 

Circus  Circus/Jan 

CIR 

n 

47 

9 

47 

30 

40% 

31 

113 

9 

109 

22.2 

18.4 

Cisco  Systems/July 

CSCO 

0 

44* 

9* 

43 

10 

41% 

225 

282 

28 

127 

51.2 

351 

Citadel  Holding/Dec 

CDL 

a 

61 

8 

37 

8 

30 

-9 

79 

61 

161 

37.0 

3.8 

Citicorp/Dec 

CC! 

n 

36 

9 

18 

9 

17% 

26 

109 

70 

170 

NM 

17.0 

Citizens  Utilities/Dec 

CZN 

n 

41 

19 

40 

24 

3778 

40 

121 

5 

105 

180 

16.5 

City  National/Dec 

CYN 

n 

28 

9 

16 

9 

13% 

-7 

81 

13 

113 

Ml 

16.5 

Clorox/June 

m 

n 

49 

24 

49 

37 

47V4 

20 

104 

12 

111 

41.1 

16.5 

CMS  Energy/Oec 

CMS 

n 

40 

11 

31 

17 

2274 

-26 

64 

21 

121 

NM 

10.9 

Coast  Savings  Finl/Dec 

CSA 

n 

22 

2 

11 

4 

V/2 

145 

212 

27 

127 

3.5 

56 

Coastal  Corp/Oec 

CGP 

n 

40 

14 

37 

22 

22% 

-30 

61 

-7 

93 

24.9 

105 

Coca-Cola/Dec 

KO 

n 

83 

14 

83 

51 

81 

50 

130 

1 

101 

33.3 

n: 

Coca-Cola  Enterprises/Dec 

CCE 

n 

21 

11 

20 

12 

13 

-29 

62 

-15 

85 

NM 

61^ 

•Range  is  for  less  than  period  i 

ndicated.    tPrices  as  originally  reported,  adjusted  for  splits:  perlormance  includes  value  of  special  distnbutions.    JEamings  reported  ifte- 

'• 

1992.    NA:  Not  available.    NM 

:  Not  meaningful. 

E:  Estimate 

D-D; 

Deficit  to  deficit.    OP;  Deficit  to  profit.    D-2 

Defict  to  «ro. 

def:  Deficit     StocK  prices  as  o(  Mar  . 
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net 
profit 
margin 

latest 

12-montti 

EPS 

1991 
EPS 

Earn 

estimated 
1992 
EPS 

indicated 
rate 

Divid 

yield 

^ivtc 

ings 

%  change 

•92vs'91 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 

5-year 

growth 

rate 

11.7% 

$1.54 

$1.54 

$1.63 

6% 

19 

low 

$0.70 

2.0% 

45% 

NA 

19.9 

2.08 

2.m 

2.59 

25 

17 

average 

none 

NA 

NA 

NA 

8.2 

5.69 

5.35 

2.80 

-48 

7 

average 

1,04 

2.4 

18 

4% 

8.2 

3i3 

2.09 

3.00 

44 

13 

average 

none 

NA 

NA 

NA 

0.3 

0.43 

0.43 

2.07 

381 

4 

average 

none 

NA 

NA 

NA 

def 

-5.43 

-5.43 

0.15 

D-P 

11 

very  low 

none 

NA 

NA 

NA 

7.4 

1.79 

1.58 

1.92 

22 

22 

very  high 

0.70 

1.9 

39 

12 

7.0 

22.33 

22.33 

26.67 

19 

15 

average 

0.20 

0.0 

1 

0 

9.4 

5.33 

5.33 

6.34 

19 

26 

high 

1.32 

2.3 

25 

8 

6.1 

0.62 

0.62 

2.01 

224 

14 

average 

0.56 

1.7 

90 

9 

14.0 

4.53 

4.53 

4.54 

0 

22 

high 

3.16 

6.0 

70 

3 

def 

^.72 

-O.IOE 

0.00 

0-Z 

1 

NM 

none 

NA 

NA 

NA 

6.8 

2.99 

3.57E 

4.21 

18 

4 

high 

1.00 

1.0 

33 

19 

def 

-4.00 

^.00 

0.64 

D-P 

32 

very  low 

0.60 

1.2 

NM 

20 

3.8 

1.54 

1.54 

1.91 

24 

12 

average 

0.48 

1.4 

31 

2 

def 

-5.32 

-5.32 

9.18 

D-P 

19 

low 

1.00 

0.6 

NM 

-15 

13.7 

1^ 

1.89 

0.72 

-62 

19 

low 

0.90 

2.1 

48 

7 

92 

1.71 

1.71 

1.77 

4 

19 

average 

1.60 

8.8 

94 

-9 

1.4 

1.90 

2.21E 

3.35 

52 

13 

average 

0.40 

0.8 

21 

15 

12.3 

1.99 

1.99 

2.08 

5 

23 

very  high 

1.54 

6.0 

77 

6 

10.4 

2.70 

2.70 

3.00 

11 

4 

high 

1.00 

3.3 

37 

7 

9.5 

2.80 

2.80 

3.10 

11 

6 

very  high 

1.12 

3.1 

40 

9 

0.8 

0.14 

0.14 

0.56 

300 

21 

very  low 

0.20 

0.7 

143 

-18 

5.7 

1.10 

110 

1.29 

17 

23 

average 

0.16 

0.5 

15 

7 

4.4 

3.12 

3.12 

2.% 

-5 

28 

low 

1.20 

4.8 

38 

-12 

1.1 

0.11 

0.11 

3.14 

Nm 

27 

low 

1.20 

3.4 

NM 

-15 

3.5 

3.69 

3.69 

4.15 

12 

36 

low 

3.30 

5.2 

89 

8 

2.8 

2.55 

2.55 

2.83 

11 

9 

very  high 

0.60 

1.8 

24 

50 

def 

-2.22 

-2.22 

-0.01 

D-0 

23 

very  low 

0.60 

3.3 

NM 

-7 

12.2 

6.32 

6.32 

6.15 

-3 

28 

high 

1.60 

2.4 

25 

12 

2.4 

6.34 

6.34 

5.49 

-13 

26 

average 

3.04 

5.5 

48 

2 

12.6 

8.81 

8.81 

9.15 

4 

7 

high 

3.04 

2.6 

35 

16 

13.6 

3.32 

3.32 

3.60 

8 

19 

average 

2.48 

6.9 

75 

3 

10.0 

2.11 

2.11 

2.18 

3 

9 

high 

1.88 

7.0 

89 

2 

def 

-5.81 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

2.3 

1.31 

1.47E 

1.82 

24 

15 

average 

0.10 

0.3 

8 

33 

12.8 

lU 

1.84 

2.22 

21 

16 

high 

none 

NA 

NA 

NA 

24.1 

0.81 

0.57 

1.18 

107 

18 

high 

none 

NA 

NA 

NA 

0.5 

0.81 

0.81 

8.00 

NM 

1 

NM 

none 

NA 

NA 

NA 

def 

-3.22 

-3.22 

1.04 

D-P 

31 

very  low 

none 

NA 

NA 

NA 

20.5 

2.06 

2.06 

2.25 

9 

2 

NM 

none 

NA 

NA 

NA 

def 

-0.66 

-0.66 

0.81 

D-P 

4 

low 

none 

NA 

NA 

NA 

37 

1.15 

0.98 

2.87 

193 

15 

very  high 

1.56 

3.3 

136 

18 

def 

-3.26 

-3.26 

2.05 

D-P 

16 

low 

0.48 

2.2 

NM 

0 

4.7 

2.68 

2.68 

1.71 

-36 

8 

low 

none 

NA 

NA 

NA 

1.0 

0.92 

0.92 

2.17 

136 

23 

low 

0.40 

1.7 

43 

14 

14.0 

2.43 

2.43 

2.87 

18 

26 

very  high 

1.12 

1.4 

46 

15 

def 

-fl79 

-0  79 

021 

D-P 

18 

very  low 

005 

04 

NM 

0 

Sources-  William  O'Neil  A  Co.;  Wilshire  Associates:  The  Institutional  Brokers  Estimate  Sysfem.  a  service  of  IBES,  Inc.  via  Lotus  One  Source:  fortes. 
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WHLL  dIHttI 


THE  FORBES  SOOs 


Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high    low 

Stock 
12-m 
high 

nrir^ 

C»n/>lr  norf/trm^noo^ 

Price/eamir 
latest 
12 
months 

10c  rotu^ 

onth     recent 
low 

latest  12  months 
price      relative  to 
change       market 

year 
price 
change 

to  date 
relative  to 
market 

igs  raiios 
1992          * 
est           3^ 

Colgate-Palmolive/Dec 
Col6rado  Natl  Bkshs/Dec 

CL 
COLC 

n 

0 

51 
29 

14 
8 

51 
29 

36       48% 
13       28^/8 

28% 
99 

111 

173 

-1% 
11 

99 
111 

62.8 
30.8 

16.7 
19,5 

Columbia  Gas  System/Dec 
Comcast/Dec 

CG 
CMCSA 

n 

0 

57 
20 

13 

7 

46 
19 

13       18y8 

13            153/8 

-59 
-3 

36 
84 

7 
-8 

106 
92 

NM 
NM 

10.4 
NM 

Comdisco/Sep 
Comerica/Dec 

COO 
CMA 

n 
n 

35 
61 

11 
22 

27 
61 

15       14% 
34        573/4 

-38 

69 

54 
147 

-29 

7 

71 
107 

9.1 
11.5 

6.9 
10.4 

Commerce  Bcshs/Dec 

CBSH 

0 

39 

13 

39 

24       36y4 

47 

128 

11 

111 

11.4 

10.8 

Commercial  Federal/June 

CFCN 

0 

19 

2 

11 

4        10 

176 

239 

95 

195 

1.8 

2.6 

Commonwealth  Ed/Dec 

CWE 

n 

43 

23 

43 

34       35y2 

-11 

77 

-11 

89 

NM 

12.0 

Compaq  Computer/Dec 
Computer  Associates/Mar 
Computer  Sciences/Mar 

CPQ 

CA 

CSC 

n 
n 
n 

74 
22 
84 

13 

4 

37 

67 
17 

84 

22        28% 

7        16% 

52        69% 

-52 

103 

16 

42 
176 
100 

9 

47 
-14 

108 
147 
86 

19.2 
17.5 
17.4 

10.5 
14.0 
14.3 

ConAgra/May 

Conner  Peripherals/Dec 

Conseco/Dec 

CAG 
CNR 
CNC 

n 

n 
n 

37 

31* 

42 

9 

7* 
2 

37 
29 
42 

27        27y2 
13       20% 
12       36 

-4 
-16 
187 

83 

73 

248 

-23 
31 
16 

77 
131 
116 

18.2 
13.1 
8.5 

14.8 
11.7 
12.2 

Consolidated  Edison/Dec 

EO 

n 

30 

19 

29 

23       27 

7 

93 

-6 

94 

11.6 

11.2 

Consol  Freightways/Dec 
Consol  Natural  Gas/Dec 

CNF 
CNG 

n 
n 

41 
53 

10 
29 

20 
45 

10       1778 
34       34 

19 
-17 

103 
72 

16 
-21 

116 
79 

NM 
17.5 

21.5 
14.3 

Consolidated  Papers/Dec 
Consolidated  Rail/Dec 

CPER 
CRR 

0 

n 

46 
88* 

23 
20* 

45 
88 

32       42y4 
46       8378 

16 
80 

100 
156 

15 
-1 

115 
99 

20.1 
NM 

22.1 
13.5 

Continental  Airlines/Dec 

CTA 

a 

44 

Ve 

4 

y8       y4 

-92 

NM 

-33 

NM 

NM 

NM 

Continental  Bank/Dec 

CBK 

n 

27 

7 

17 

8       \V/8 

54 

133 

83 

183 

NM 

9.4 

Continental  Corp/Dec 
Cooper  Industries/Dec 

CIC 
CBE 

n 
n 

55 
59 

16 
20 

30 
59 

23       27% 
47       56% 

2 
17 

89 
102 

0 
-1 

100 
99 

28.9 
18.7 

NM 
16.7 

Cooper  Tire  &  Rubber/Dec 

CTB 

n 

54 

6 

54 

22       51% 

113 

184 

1 

101 

26.9 

23.0 

Adolph  Coors/Dec 
CoreStates  Financial/Dec 

ACCOB 
CSFN 

0 
0 

30 
50 

16 
23 

24 
50 

17       18% 
34       45y8 

-21 

31 

68 

113 

-11 
-6 

89 
94 

29.3 
10.8 

13.2 
10.3 

Corning/Dec 

Costco  Wholesale/Aug 

CPC  International/Dec 

GLW 
COST 
CPC 

n 

0 

n 

43 
43 
47 

9 
2 
13 

43 
43 
47 

28       33y2 
23       38y4 
40       43% 

11 

67 

7 

96 
145 
93 

-13 

3 

-3 

87 
103 
97 

20.2 
49.0 
18.3 

17.8 
39.8 
15.2 

Cray  Researcht/Dec 
Crestar  Financial/Dec 

CYR 
CRFC 

n 

0 

136 
36 

20 
11 

52 
26 

32       44y2 
15       23y2 

17 
44 

101 
124 

15 
32 

115 
132 

10.7 
24.0 

10.5 
14.5 

Crown  Central  Pet/Dec 

CNPA 

a 

42 

12 

33 

22       24% 

-19 

71 

9 

109 

NM 

11.4 

Crown  Cork  &  Seal/Dec 

CCK 

n 

93 

29 

93 

61       88y4 

43 

124 

-2 

98 

19.9 

17.4 

CSF  Holdings/Dec 

CSX/Dec 

CSFCB 
CSX 

0 

n 

17 
62 

7 
22 

17 
62 

8       16% 
36       61% 

86 
70 

161 
147 

37 

7 

137 
107 

4.9 

NA 
13.5 

Cullen/Frost  Bankers/Dec 
Cummins  Engine/Dec 
Cyprus  Minerals/Dec 

Dana/Dec 

CFBI 
CUM 
CYM 
DCN 

0 

n 
n 
n 

21 
95 
33 
54 

5 
31 

9 
20 

21 
66 
25 
39 

7       W/z 
34       63% 
18       21% 
25       38y2 

152 
83 

7 
37 

218 
158 
92 
119 

29 
18 
-5 
39 

129 
117 
95 
139 

NM 

NM 

30.2 

NM 

30.0 
25.2 
23.6 
30.3 

Data  General/Sep 
Dauphin  Deposit/Dec 

DGN 
DARN 

n 

0 

37 
42 

4 
24 

23 
42 

10       10% 
32       37% 

-13 
10 

75 
95 

-36 
4 

64 
104 

4.6 
103 

12.4 
10.3 

Dayton  Hudson/Jan 
Dean  Foods/May 
Deere  &  Co/Oct 

DH 
OF 
DE 

n 
n 
n 

80 
34 
78 

22 
15 
23 

80 
34 
57 

56       63% 
23       24'/! 
40       52% 

-5 

-17 

5 

82 
72 
91 

3 

-20 

10 

103 
80 
110 

16.5 
13.7 

NM 

12.9 
12.1 
28.1 

Delmarva  Power  &  Lt/Dec 

DEW 

n 

22 

16 

22 

18       20'/2 

10 

95 

-4 

96 

142 

121 

Delta  Air  Lines/June 
Deluxe/Dec 

DAL 
DLX 

n 
n 

86 
49 

32 
20 

77 
49 

57       66y4 
34       40% 

-5 

7 

82 
93 

0 
3 

100 
103 

NM 
188 

NM 
170 

'Range  is  for  less  than  period  indicated.    tPrices 
meaningful.    E:  Estimate.    D-D:  Deficit  to  deficit. 

as  originally  reported,  adjusted  for  splits;  stock  performance  includes  value  of  special  distritnitions.    NA: 
D-P:  Deficit  to  profit.    P-D;  Profit  to  deficit,    def:  Deficit.    Stock  prices  as  of  Mar.  20,  1992. 

NotaMilablt. 
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1 

Earr 

Divid 

AmtA^ 

net 

latest 

1991 

estimated 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

profit 

12-nionth 

EPS 

1992 

'92vs'91 

of 

factor  on 

rate 

growth 

margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

2.1% 

$0.77 

$0.77 

$2.90 

277% 

16 

very  high 

$1.06 

23% 

138% 

10% 

2.7 

0.93 

0.93 

1.47 

58 

7 

average 

0.16 

0.6 

17 

22 

def 

-15.72 

-15.72 

1.76 

D-P 

14 

low 

none 

NA 

NA 

NA 

def 

-1.31 

-1.31 

-1.22 

D-D 

10 

low 

0.14 

0.9 

NM 

28 

3.0 

1.62 

1.70 

2.15 

26 

8 

average 

0.28 

1.9 

17 

18 

10.9 

5.04 

5.04 

5.53 

10 

14 

high 

1.88 

3.3 

37 

9 

10.1 

3.17 

3.17 

3.35 

6 

6 

high 

0.76 

2.1 

24 

8 

7.7 

5.44 

1.26 

3.80 

202 

1 

NM 

none 

NA 

NA 

NA 

1.5 

0.08 

0.08 

2.97 

NM 

24 

low 

3.00 

8.5 

NM 

0 

4.0 

1.49 

1.49 

2.73 

83 

40 

low 

none 

NA 

NA 

NA 

12.0 

0.96 

1.03E 

1.20 

17 

16 

average 

0.10 

0.6 

10 

0 

3.4 

3.99 

4.14E 

4.86 

17 

13 

average 

none 

NA 

NA 

NA 

1.8 

1.51 

1.59E 

1.86 

17 

20 

high 

0.54 

2.0 

36 

13 

5.8 

1.57 

1.57 

1.77 

13 

18 

average 

none 

NA 

NA 

NA 

8.7 

4.22 

4.22 

2.95 

-30 

3 

low 

0.08 

0.2 

2 

39 

9.7 

2.32 

2.32 

2.41 

4 

22 

high 

1.90 

7.0 

82 

6 

def 

-1.52 

-1.52 

0.83 

D-P 

13 

very  low 

none 

NA 

NA 

NA 

6.5 

1.94 

1.94 

2.38 

23 

21 

average 

1.90 

5.6 

98 

8 

10.5 

2.10 

2.10 

1.91 

-9 

17 

low 

1.28 

3.0 

61 

16 

def 

-5.39 

-5.39 

6.21 

D-P 

15 

average 

1.80 

2.1 

NM 

23 

def 

-^.74 

-6.74 

-1.97 

0-D 

4 

very  low 

none 

NA 

NA 

NA 

def 

-2.08 

-2.08 

1.82 

D-P 

19 

low 

0.60 

3.5 

NM 

44 

1.0 

0.96 

0.96 

-0.58 

P-D 

21 

very  low 

2.60 

9.4 

NM 

0 

6,4 

3.04 

3.04 

3.41 

12 

25 

average 

1.24 

2.2 

41 

9 

7.9 

1.92 

1.92 

2.25 

17 

12 

average 

0.28 

0.5 

15 

22 

1.2 

0.64 

0.64 

1.42 

122 

8 

low 

0.50 

2.7 

78 

0 

9.6 

4.19 

4.19 

4.40 

5 

29 

high 

2.00 

4.4 

48 

9 

9.5 

1.66 

1.66 

1.88 

13 

15 

high 

0.60 

1.8 

36 

12 

1.6 

0.78 

0.74 

0.96 

30 

15 

low 

none 

NA 

NA 

NA 

6.0 

2.40 

2.40 

2.88 

20 

26 

very  high 

1.20 

2.7 

50 

17 

13.1 

4.15 

4.15 

4.25 

2 

25 

average 

none 

NA 

NA 

NA 

2.8 

0.98 

0.98 

1.62 

65 

14 

low 

0.80 

3.4 

82 

5 

def 

-0.61 

-^.61 

2.18 

D-P 

3 

low 

0.40 

1.6 

NM 

-12 

3.4 

4.43 

4.43 

5.08 

15 

5 

average 

none 

NA 

NA 

NA 

5.9 

3.43 

3.43 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

def 

-0.75 

-0.75 

4.59 

D-P 

18 

high 

1.52 

2.5 

NM 

9 

0.1 

0.02 

0.02 

0.65 

r^M 

5 

very  low 

none 

NA 

NA 

NA 

def 

^.96 

-4.96 

2.53 

D-P 

16 

very  low 

0.20 

0.3 

NM 

-25 

2.5 

0.72 

0.72 

0.92 

28 

15 

very  low 

0.80 

3.7 

111 

79 

0.3 

0.33 

0.33 

1.27 

285 

14 

low 

1.60 

4.2 

NM 

3 

6.4 

2.33 

2.62 

0.86 

-67 

15 

very  low 

none 

NA 

NA 

NA 

13.7 

3.67 

3.67 

3.67 

0 

6 

very  high 

1.52 

4.0 

41 

11 

1.9 

3.86 

3.86 

4.96 

24 

26 

average 

1.52 

2.4 

39 

12 

3.4 

1.79 

1.76E 

2.03 

15 

8 

average 

0.56 

2.3 

31 

18 

0.0 

0.04 

-0.27 

1.88 

D-P 

32 

low 

2.00 

3.8 

NM 

50 

9.5 

1.44 

1.44 

1.70 

18 

16 

average 

1.54 

7.5 

107 

4 

def 

-5.44 

-7.73 

-2.96 

D-D 

18 

very  low 

1.20 

1.8 

NM 

1 

12.4 

2.18 

2.18 

2.41 

11 

14 

high 

1.28 

3.1 

59 

13 

Sources:  William  O'NeilA  Co.;  Wilshire  Associates;  The  Institutional  Brokers  Estimate  System,  a  service  of  IBES,  Inc.  via  Lotus  One  Source;  Fort)es. 
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WHEN  NANNETTE 
PATTERSON  HAS  TO 
hit  the  books,  she  doesn't 
just  take  notes.  She  plays  a  few 
as  well. 

"My  old  friend  Mozart,"  she 
laughs,  drawing  her  bow  across  a 
well-worn  cello.  "You'd  be  amazed 
at  how  many  computer  science 
papers  he's  helped  me  get 
through  this  year." 

Last  vear  Nannette's  studies 
received  some  help  from  a  rather 
more  contemporary  source. 


A  S7,500  annual  scholarship 
made  available  through  the 
United  Negro  College  Fund. 

"It  was  music  to  my  ears,"  says 
Nannette.  "College  is  hard  enough. 
At  least  now  with  the  scholarship 
money,  I'll  have  one  less  thing  on 
my  mind." 

-At  Toyota,  we  believe  in 
supporting  young  minds  as  much  as 
possible.  That's  why,  since  1988 
we've  donated  80  scholarships  to 
UNCF  through  om  ii.ii  lonw  ide 
Toyota  Scholar  Program. 


Helping  students,  like  Nannette, 
achieve  their  academic  goals  and 
setting  them  on  the  path  to 
achie\ing  their  career  goals  as  well. 

For  Nannette,  that  path  will 
include  a  brief  detour  towards  an 
internship  at  Toyota's  headquarters 
in  California. 

"I'm  really  grateful,"  she  says. 
"Being  able  to  put  some  of  what  I'm 
studying  into  practice  is  going  to 
be  a  real  bonus." 

Since  1944.  the  UNCF  has 
been  providing  educational 
opportunities  for  promising, 
financially  disadvantaged  young 
people.  And  for  the  last  two 
decades  they've  had  a  motto  which 
pretty  well  sums  up  the  importance 
of  these  efforts:  "A  mind  is  a 
terrible  thing  to  waste." 

To  Nannette  Patterson,  it  means 
much  more  than  just  words. 

"There  are  thousands  of  kids 
out  there  who  have  so  nuu  h  to 
offer  this  coimtry.  All  they  need  is 
someone  who  cares  enough  to  give 
them  a  helping  hand. 

"It's  like  mv  old  cello  there."  she 
says.  "It's  capable  of  such  beautiful 
music.  Bui  it  won't  make  a  sound 
until  someone  gets  behind  it." 

TOYOTA 

INVESTING   IN  THK  INDIVIDL  AL 


LNCFii  one  of  Iht  hundrtHi  of  pnjtcn  Toyota  supporlt  For  morr  infonmalion.  ronlarl  L'nited  Srgn  (Mfgr  Funi.  iOO Fail  (>2hiI  Sitrel.  Srw  VoTk.  W  10021. 
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Company/fiscal  year-end 

Tickef 

Exch 

Stock 

nri^A— 

Ctfwk  nMf~»«"''«- 

Price/eami 

^IIVC^ 

^^OlUtR  J^CI 

«^IIKIIP««^ 

ngs  fdiMA 

symbol 

5-year 

12-mofTth 

recent 

latest  12  months 

year 

to  date 

latest 

1992 

high 

low 

high 

low 

price 

relative  to 

price 

relative  to 

12 

est 

I 

change 

market 

change 

marliet 

r 

Deposit  Guaranty/Dec 

OEPS 

0 

40 

18 

38 

25 

34y4 

38% 

120 

0% 

100 

8.4 

8.4 

Detroit  Edison/Dec 

DTE 

n 

35 

12 

35 

28 

31Vi 

9 

94 

-10 

90 

8.6 

8.6 

Dialt/Oec 

DL 

n 

50 

19 

50 

31 

3978 

62 

140 

12 

112 

NM 

9.9 

Diamond  Shamrock/Dec 

DRM 

n 

29 

7 

27 

18 

20% 

-17 

72 

8 

108 

15.0 

9.4 

Digital  Equipment/June 

DEC 

n 

200 

46 

74 

49 

56% 

-18 

71 

3 

103 

m 

NM 

Dillard  Dept  Stores/Jan 

DOS 

n 

137 

24 

137 

100 

129y4 

28 

111 

5 

105 

23.4 

19.6 

Dirrie  Savings  Bank  FSB/Dec 

DME 

n 

26 

2 

7 

2 

4% 

-12 

76 

37 

137 

Mil 

NM 

Discount  Corp  of  NY/Oec 

OCY 

n 

28 

7 

14 

9 

11 

6 

92 

11 

111 

NM 

NA 

Walt  Disney/Sep 

DIS 

n 

157 

41 

157 

104 

149% 

26 

109 

31 

131 

29.6 

24.5 

Dole/Dec 

DOL 

n 

48 

12 

48 

32 

35y8 

-3 

84 

-2 

98 

15.7 

13.2 

Dominion  Bankshares/Dec 

DMBK 

0 

26 

5 

16 

8 

14'^ 

73 

150 

35 

135 

29.0 

17.3 

Dominion  Resources/Oec 

D 

n 

40 

24 

40 

31 

36 

15 

99 

-5 

95 

12.2 

11.9 

RR  Donnelley  &  Sons/Dec 

DNY 

n 

53 

26 

52 

42 

50 

6 

92 

0 

100 

18.9 

16.0 

Dover/Dec 

DOV 

n 

44 

22 

44 

35 

41 

3 

89 

-2 

98 

19.1 

16.7 

Dow  Chemical/Dec 

OOW 

n 

76 

37 

60 

46 

eovs 

26 

109 

12 

112 

17.4 

18.3 

Dow  Jones/Dec 

OJ 

n 

55 

18 

35 

22 

34y4 

41 

122 

32 

132 

48i 

26.0 

Downey  S&L  Assn/Oec 

DSL 

n 

24 

7 

18 

11 

i5y« 

7 

93 

27 

127 

9.9 

5.3 

DPLVDec 

DPL 

n 

26 

15 

26 

20 

24y4 

19 

103 

-6 

94 

14.0 

11.8 

DQE/Dec 

DQE 

n 

31 

11 

31 

25 

28y2 

14 

99 

-7 

93 

11.4 

11.0 

Dresser  Industries/Oct 

Dl 

n 

29 

9 

26 

16 

19% 

-18 

71 

-1 

99 

19.9 

16.2 

Dreyfus/Oec 

DRY 

n 

50 

16 

50 

31 

40% 

14 

99 

-18 

82 

23.0 

16.9 

El  du  Pont  de  Nemours/Dec 

DD 

n 

51 

25 

51 

36 

46y8 

26 

109 

-1 

99 

22.2 

14.2 

Duke  Power/Dec 

DUK 

n 

35 

20 

35 

27 

32y8 

13 

98 

-8 

92 

12.5 

12.0 

Dun  &  Bradstreet/Dec 

DNB 

n 

72 

36 

58 

43 

56y2 

21 

105 

-2 

98 

19.8 

18.1 

Duracell  Intl/June 

DUR 

n 

NA 

NA 

36* 

19* 

27% 

NA 

NA 

-20 

80 

34.5 

19.5 

E-Systems/Dec 

ESY 

n 

44 

23 

44 

31 

33y4 

-12 

77 

-12 

88 

9.9 

8.9 

Eastman  Kodak/Dec 

EK 

n 

71 

34 

51 

39 

40% 

-6 

82 

-16 

84 

NM 

9.8 

Eaton/Dec 

ETN 

n 

78 

37 

78 

53 

78 

35 

117 

21 

121 

35.6 

18.4 

Echlin/Aug 

ECH 

n 

25 

9 

20 

10 

18% 

48 

128 

31 

131 

24.2 

21.0 

Edison  Bros  Stores/Jan 

EBS 

n 

49 

11 

45 

28 

38y4 

28 

111 

13 

113 

13.5 

11.0 

AG  Edwards/Feb 

AGE 

n 

32 

7 

32 

16 

24% 

50 

130 

-19 

81 

11.7 

10.0 

EG&G/Oec 

EGG 

n 

54 

27 

54 

38 

52% 

29 

112 

6 

106 

18.2 

16.7 

Emerson  Electric/Sep 

EMR 

n 

58 

27 

58 

43 

55 

27 

110 

0 

100 

19.3 

17.9 

Engelhard/Dec 

EC 

n 

38 

15 

38 

24 

35% 

39 

121 

10 

110 

18.3 

16.3 

Enron/Dec 

ENE 

n 

39 

16 

39 

27 

36% 

31 

113 

5 

105 

17.2 

15.8 

Enserch/Dec 

ENS 

n 

28 

10 

21 

10 

13% 

-31 

60 

-2 

98 

Ml 

22.7 

Entergy/Dec 

ETR 

n 

30 

8 

30 

23 

2m 

17 

102 

-5 

95 

10.7 

10.9 

Equifax/Dec 

EFX 

n 

22 

9 

20 

13 

17% 

0 

87 

13 

113 

27.1 

16.7 

Equimark/Dec 

EQK 

n 

20 

1 

5 

1 

4% 

138 

206 

111 

211 

NM 

14.8 

Equitable  of  Iowa/Dec 

EQICB 

0 

51 

14 

51 

22 

iV/i 

116 

187 

13 

113 

10.8 

7.2 

Equitable  Resources/Dec 

EOT 

n 

47 

27 

42 

35 

35% 

-5 

83 

-13 

87 

116 

ll.b 

Ethyl/Oec 

EY 

n 

33 

14 

33 

22 

25'/b 

-15 

73 

-10 

90 

14,4 

129 

Exxon/Dec 

XON 

n 

62 

31 

62 

54 

54% 

-5 

82 

-10 

90 

12.3 

13.2 

Farm  &  Home  Finl/Oec 

PAHS 

0 

25 

6 

24 

10 

20% 

118 

189 

15 

115 

70 

7.7 

Federal  Express/May 

FDX 

n 

76 

30 

56 

31 

51  y4 

46 

126 

32 

132 

NM 

159 

Federal  Home  Loan  Mtg/Dec 

FRE 

n 

46* 

10* 

46 

24 

42% 

74 

151 

-6 

94 

13.9 

12.3 

Federal  Natl  Mortgage/Dec 

FNM 

n 

72 

8 

72 

41 

64% 

51 

131 

-6 

94 

12.2 

11.3 

Federal  Paper  Board/Dec 

FBO 

n 

33 

11 

33 

23 

32% 

30 

112 

14 

114 

17.7 

14  2 

'Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.    NA:  Not  iwailabte.    NM,  Not 
meaningful.    E:  Estimate.    0-0:  Deficit  to  deficit.    D-P:  Deficit  to  profit,    def:  Deficit.    Stock  prices  as  of  Mar.  20.  1992. 
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-Eamings- 


-Dividends- 


net 
profit 
margin 


latest  1991  estimated       %  change         number 

12-month  EPS  1992  •92vs91  of 

EPS  EPS  EPS  analysts 


confidence       indicated 
factor  on  rate 

estimate 


yield 


payout 


5-year 

growth 

rate 


7.2% 

$4.08 

$4.08 

$4.10 

0% 

5 

very  high 

$1.56 

4.6% 

38% 

3% 

15.8 

3.64 

3.64 

3.62 

-1 

21 

average 

1.98 

6.4 

54 

3 

def 

-0.16 

-0.16 

4.05 

D-P 

11 

average 

1.12 

2.8 

NM 

2 

1.4 

1.39 

1.39 

2.23 

60 

16 

average 

0.52 

2.5 

37 

10 

def 

-7.08 

-5.08 

-0.87 

0-D 

22 

very  low 

none 

NA 

NA 

NA 

5.1 

5.53 

5.53 

6.58 

19 

23 

average 

0.24 

0.2 

4 

9 

1 

def 

-2.21 

-1.91E 

-0.06 

D-D 

5 

very  low 

none 

NA 

NA 

NA 

def 

-1.67 

-1.67 

NA 

NA 

NA 

NA 

0.40 

3.6 

NM 

-19 

10.2 

5.06 

4.78 

6.13 

28 

32 

average 

0.84 

0.6 

17 

23 

i             ^-^ 

2.24 

2.24 

2.67 

19 

4 

average 

0.40 

1.1 

18 

0 

2.0 

0.50 

0.50 

0.84 

68 

9 

low 

0.44 

3.0 

88 

-8 

12.1 

2.94 

2.94 

3.03 

3 

27 

very  high 

2.38 

6.6 

81 

4 

5.2 

2.64 

2.64 

3.12 

18 

16 

average 

1.00 

2.0 

38 

9 

5.8 

2.15 

2.15 

2.46 

14 

11 

average 

0.84 

2.0 

39 

12 

5.0 

3.46 

3.46 

3.29 

-5 

29 

low 

2.60 

4.3 

75 

21 

4.2 

0.71 

0.71 

1.32 

86 

18 

average 

0.76 

2.2 

107 

4 

7.3 

1.54 

1.54 

2.88 

87 

2 

NM 

0.32 

2.1 

21 

6 

12.0 

1.73 

1.73 

2.05 

18 

16 

average 

1.62 

6.7 

94 

4 

11.1 

2.9 
24.1 

3.7 
15.3 
11.0 


3.0 
8.6 
3.6 
1.8 
0.7 

11.9 
4.9 
def 
4.3 
9.4 
8.0 

5.4 
5.3 
def 
13.0 
10.9 
5.7 


2.50 
1.00 
1.77 
2.08 
2.60 
2.85 


7.1 

0.80                I 

5.5 

3.35 

0.1 

0.05                ( 

2.2 

2.19               ; 

2.6 

0.78                ( 

44 

2.83               ; 

;          10.8 

2.07               ; 

2.91 
2.85 
1.96 
2.15 
0.07 

2.64 
0.66 
-0.89 
4.38 
3.08 
1.75 

4.45 
2.95 
-2.20 
3.08 
5.33 
1.83 


2.50 
1.04 
1.77 
2.08 
2.60 
2.85 

0.50 
3.35 
0.05 
2.19 
0.75 
2.83 

2.33E 

2.91 

2.83 

1.96 

2.15 

0.07 

2.64 
0.66 
-0.89 
4.38 
3.08 
1.75 

4.45 

2.95 

1.69E 

3.08 

5.33 

1.83 


2.60 
1.23 
2.41 
3.26 
2.69 
3.12 

1.42 
3.74 
4.13 
4.25 
0.90 
3.49 

2.44 
3.17 
3.08 
2.20 
2.34 
0.59 

2.59 
1.07 
0.32 
6.59 
3.10 
1.95 

4.16 
2.68 
3.22 
3,50 
5.75 
2.28 


4 
18 
36 
57 
3 
9 

184 
12 
NM 
94 
20 
23 

5 
9 
9 

12 
9 

NM 

-2 
62 
D-P 
50 
1 
11 

-7 

-9 
91 
14 
8 
25 


18 
28 
12 
29 
23 
23 

7 

18 
23 
23 
16 

8 

1 
9 

22 
8 
18 
19 

21 
12 
3 
6 
11 
21 

40 
2 
12 
18 

22 

16 


high 

average 

average 

average 

very  high 

very  high 

high 
very  high 
average 
average 
average 
average 

NM 

high 

high 

high 

average 

very  low 

high 

high 

low 

average 

average 

average 

average 

NM 

very  low 

high 

very  high 

low 


1.52 
0.60 
0.52 
1.68 
1.72 
2.16 

none 
1.00 
2.00 
2.20 
0.70 
1.12 

0.52 
1.00 
1.38 
0.80 
1.30 
0.80 

1.40 
0.52 
none 
1.28 
1.54 
0.60 

2.68 
0.30 
none 
0.76 
1.20 
1.00 


5.3 
3.0 
1.3 
3.6 
5.3 
3.8 

NA 
3.0 
4.9 
2.8 
3.7 
2.9 

2.1 
1.9 
2.5 
2.2 
3.5 
6.0 

5.0 
2.9 
NA 
2.7 
4.3 
2.4 

4.9 
1.4 
NA 
1.8 
1.9 
3.1 


61 
60 
29 
81 
66 
76 

NA 
30 
NM 
100 
90 
40 

25 
34 
48 
41 
60 
NM 

53 
79 
NA 
29 
50 
34 

60 
10 
NA 
25 
23 
55 


6 
31 

2 
12 

5 
12 

NA 
15 
3 
14 
3 
5 

7 
11 
11 
10 
0 
0 

51 
13 
NA 
9 
6 
17 

8 
-30 
NA 
NA 
78 
32 


Sources:  William  O'Neil  &  Co.;  Wilshire  Associates:  The  Institutional  Brokers  Estimate  System,  a  service  of  IBES,  Inc.  via  Lotus  One  Source:  Forties. 
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Company/fiscal  year-end 

Ticker 

Exch 

Stock 

nrirp— 

r 

Price/earnings  ratios     | 

^IIV»C^ 

<jiui#n  ^^11 

viiiiaiivc— 

symbol 

5 -year 

12-month 

recent 

latest  12  months 

year 

to  date 

latest 

1992             ■ 

high 

low 

high 

low 

price 
change 

relative  to 
market 

price 
change 

relative  to 
market 

12 
months 

est              7 

Federated  Dept  Strs/Jan 

FD 

n 

NA 

NA 

NA 

NA 

14V& 

NA 

NA 

NA 

NA 

NA 

NA 

Fifth  Third  Bancorp/Dec 

FITB 

0 

50 

14 

50 

26 

4678 

79% 

155 

3% 

103 

20.1 

17.8 

Fina/Dec 

Fl 

a 

91 

47 

90 

65 

72y4 

-18 

71 

3 

103 

26.7 

NA 

First  Alabama  Bcshs/Dec 

FABC 

0 

31 

13 

31 

22 

IVh 

25 

108 

-8 

92 

11.6 

10.4 

First  American  Corp/Dec 

FAIN 

0 

35 

5 

22 

9 

m>. 

138 

207 

21 

121 

29.8 

14.8 

First  Bancp  Ohio/Dec 

FBOH 

0 

39 

17 

39 

25 

37 

48 

128 

-1 

99 

11.8 

11.0 

First  Banl<  System/Dec 

FBS 

n 

37 

10 

28 

17 

26y2 

56 

135 

10 

110 

12.4 

11.0 

First  Chicago/Dec 

FNB 

n 

50 

13 

33 

20 

29% 

44 

125 

21 

121 

25.9 

10.8 

First  Citizens  Bcshs/Dec 

FCNCA 

0 

38 

18 

32 

21 

30^^ 

42 

123 

11 

111 

9.8 

8.7 

First  City  Bncp  Texas/Dec 

FBT 

n 

450 

% 

6 

% 

1% 

-63 

32 

275 

375 

NM 

NM 

First  Commerce/Dec 

FCOM 

0 

40 

13 

40 

18 

383/4 

104 

177 

20 

120 

13.2 

11.5 

First  Empire  State/Dec 

FES 

a 

130 

35 

130 

69 

122y2 

77 

153 

23 

123 

13.1 

11.2 

First  Fidelity  Bncp/Dec 

FFB 

n 

47 

12 

36 

24 

3678 

45 

126 

11 

111 

10.7 

10.6 

First  Financial  Mgmt/Dec 

FM 

n 

33 

10 

33 

19 

Wh 

42 

123 

0 

100 

14.3 

12.3 

First  Florida  Banks/Dec 

FFBK 

0 

36 

8 

30 

10 

29 

130 

199 

61 

161 

NM 

19.7 

First  Hawaiian/Dec 

FHWN 

0 

31 

9 

31 

24 

2678 

8 

94 

-6 

94 

10.3 

9.2 

First  Interstate  Bncp/Oec 

1 

n 

70 

16 

43 

25 

37% 

27 

110 

25 

125 

rW 

15.0 

First  of  America  Bank/Dec 

FOA 

n 

32 

15 

32 

23 

31 

33 

115 

6 

106 

9.3 

9.8 

First  Security/Dec 

FSCO 

0 

35 

12 

35 

19 

Wk 

86 

162 

19 

119 

13.1 

12.0 

First  Tennessee  Natl/Dec 

FTEN 

0 

50 

18 

50 

25 

49y4 

102 

175 

20 

120 

12.3 

10.9 

First  Union/Dec 

FTU 

n 

39 

14 

39 

19 

36% 

79 

155 

23 

123 

14.5 

11.6 

First  Virginia  Banks/Dec 

FVB 

n 

40 

17 

40 

27 

38% 

46 

126 

9 

109 

11.9 

11.1 

Firstar/Dec 

FSR 

n 

54 

18 

54 

30 

5274 

73 

150 

8 

108 

12.2 

11.0 

FirstFed  Finl/Dec 

FED 

n 

27 

7 

27 

18 

23 

30 

112 

3 

103 

8.8 

7.2 

FirstFed  Michigan/Dec 

FFOM 

0 

27 

9 

18 

10 

1672 

26 

109 

23 

123 

5.4 

6.5 

FirsTier  Financial/Dec 

FRST 

0 

64 

28 

64 

36 

61 

69 

147 

11 

111 

10.6 

10.0 

Fleet/Norstar  Finl/Oec 

FNG 

n 

31 

9 

31 

15 

28y4 

85 

161 

16 

116 

42.9 

17.4 

Fleming  Cos/Dec 

FLM 

n 

45 

22 

41 

28 

32% 

-16 

73 

-5 

95 

15.8 

9.7 

FlightSafety  Intl/Dec 

FSI 

n 

65 

16 

57 

39 

5478 

16 

100 

17 

117 

25.7 

22.6 

Florida  Progress/Dec 

FPC 

n 

48 

29 

48 

39 

42% 

9 

94 

-9 

91 

13.4 

12.4 

Fluor/Oct 

FLR 

n 

55 

11 

51 

35 

40% 

-16 

73 

-7 

93 

20.3 

20.9 

FMC/Dec 

FMC 

n 

60 

24 

53 

35 

47 

30 

113 

-2 

98 

9.9 

9.9 

Food  Lion/Dec 

FDLNA 

0 

27 

7 

27 

16 

22% 

36 

117 

-18 

82 

35.0 

29.1 

Ford  Motor/Dec 

F 

n 

57 

23 

41 

23 

4074 

23 

106 

43 

143 

NM 

Mil 

Forest  Labs/Mar 

FRX 

a 

44 

7 

44 

29 

34% 

-9 

79 

-16 

84 

32.5 

24.3 

Fortune  Bancorp/Sep 

FORB 

0 

32 

6 

12 

7 

10 

8 

94 

19 

119 

NM 

10.5 

Foster  Wheeler/Dec 

FWC 

n 

34 

10 

33 

21 

27% 

-8 

80 

5 

105 

22.8 

18.3 

Fourth  Financial/Dec 

FRTH 

0 

28 

13 

26 

18 

25% 

32 

115 

10 

110 

20.3 

13.3 

FPL  Group/Dec 

FPL 

n 

37 

24 

37 

30 

3374 

11 

96 

-10 

90 

22.5 

12.1 

Franklin  Resources/Sep 

BEN 

n 

29 

4 

29 

17 

25^/^ 

49 

129 

-10 

90 

19.1 

16.3 

Freeport-McMoRan/Dec 

FTX 

n 

45 

17 

45 

31 

42% 

32 

114 

9 

109 

3U 

26.2 

Fruit  of  the  Loom/Dec 

FTL 

a 

36 

4 

36 

12 

35% 

189 

250 

28 

128 

22.1 

176 

Gannett/ Dt 

c 

GCI 

n 

56 

26 

48 

35 

46 

10 

95 

1 

101 

23.0 

19.1 

Gap/Jan 

GPS 

n 

59 

4 

59 

24 

43% 

83 

158 

-18 

82 

27.1 

230 

GATX/Oec 

GMT 

n 

40 

17 

40 

22 

29% 

-9 

79 

2 

102 

83 

8.9 

Geico/Dec 

GEC 

n 

233 

90 

233 

168 

230 

36 

118 

16 

116 

17,1 

16.9 

GenCorp/Nov 

GY 

n 

40 

5 

15 

7 

14% 

53 

132 

26 

126 

14.1 

124 

Genentecht/Dec 

CNE 

n 

65 

14 

36 

24 

29% 

19 

103 

-« 

92 

NM 

NM 

•Range  is  for  less  than  pecod  indicated.    tPrices 

as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.    NA: 

Not  MttlMe. 

NM:  Not 

meaningful.    E:  Estimate,    b  Q:  Deficit  to  deficit. 

D-P:  Def 

cit  to  profit,    def:  Deficit.    Stock  prices  as  of  Mar.  20. 

1992. 
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*    1           ne. 

Earn 

IM^V^ 

T\\\l\A^w^Ar- 

mgs- 

L/IVIU 

VII%J^ 

latest 

1991 

estimated 

%  change 

number 

confidence 

indicated 

yield 

payout 

5 -year 

!         profit 

12-month 

EPS 

1992 

'92  vs  '91 

of 

factor  on 

rate 

growth 

margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

NA 

m 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

15.6% 

$2.33 

$2.33 

$2,64 

13% 

13 

high 

$0.88 

1.9% 

38% 

19% 

«                  1.3 

2.71 

2.71 

NA 

NA 

NA 

NA 

3.20 

4.4 

118 

31 

^'                 11.9 

2.38 

2.38 

2.65 

11 

7 

high 

1.00 

3.6 

42 

6 

'«                  2.9 
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0.60 

4.2 

60 

3 

9.5 
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Sources:  William  O'Neil  i  Co.;  Wilshire  Associates: 

The  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  Inc. 

via  Lotus  One  Source;  fort}es. 
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These  Projects  A| 
Because  Differeq) 
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Colgate-Palmolive  uses  an  Inteigraph  system  to  create 
photorealistic  models  of  new  packaging  concepts. 


These  days,  it  takes  groups  of  specialists  to 
usher  a  product  from  its  initial  conception  to  its 
ultimate  completion.  And  that  assumes  they're 
able  to  work  together  in  a  close,  cooperative 
relationship  to  get  the  job  done. 

But  consider  the  obstacles  in  their  path. 

Each  group  may  be  working  with  a  different 
hardware  system.  Each  may  depend  upon  a 
different  database.  And  to  make  matters  worse, 


Brown  &  Root  used  Intergraph 's  InRoads  softu'are  to  redesign 
this  highway  interchange  in  Orange  Count>',  California. 


the  groups  may  be  scattered,  not  just  across  the 
country,  but  over  the  entire  globe. 

And  now  you  know  why  Intei^graph 
computer  graphics  systems  play  such  a  ke>'  role 
in  product  development  for  so  man\'  of  the 
world's  best  knowTi  companies. 

No  one  promotes  enteiprise-wide  integra- 
tion as  thorough^  as  Inteivraph.  No  one.  \bu 
see,  (.uir   workstiitions,  SN-stems  sotnx-are  and 


•  1991,  Intcn^raph  Clorporation.  Huntsville.  AL  35894  0001.  Imeivraph  is  a  registered  tradem«rk  »rn.\  Evervu'here  You  Look  is  a  lT«dein«rk  ci  Inietgraph  Corvorttion. 


ameTbgether 
qpartments 
pgether. 
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PuoUmatka  International  of  Turku,  Finland  used  Intergraph 's 
architecture  and  visualization  software  to  design  hotel  interiors. 


networking  tools  all  work  together.  In  addition, 
we  offer  the  broadest  portfolio  of  technical 
applications  in  the  computer  graphics  industry. 
And  Intergraph  systems  are  compatible  with  a 
wide  range  of  industry  standards.  So  the 
investments  our  customers  have  made— both  in 
time  and  money— are  secure. 

If  your  company  could  benefit  from  an 
integrated  approach  to  product  development— 


Using  Intergraph  s  Engineering  Modeling  System,  FASCO  Industries 
(Consumer  Products  Division)  reduces  cosdy  prototyping. 


one  that  helps  you  get  to  market  faster  with 
products  that  are  both  better  designed  and 
engineered— call  us  toll-free  in  the  U.S.  at 
800-826-3515.  In  Canada,  call  403-250-6100. 
We'll  work  together  to  make  sure  that  your 
people  can  work  together,  too. 


INTEi<5iRAPH 

Everywhere  you  look. 


nlOnafld 

OCR             1 

B               S 

14 

25 

17 

Zl 

2% 

88 

21% 

12: 

■1 

25-: 

ninjBMiiifllBc 

GD              1 

1             77 

19 

14 

29 

(3% 

llfi 

117 

18 

HE 

5i 

5: 

olEkcMdlK 

GE              1 

1        n 

31 

n 

i2 

7M 

19 

IB 

3 

IE 

154 

li: 

olMHftf 

GB             1 

1         n 

21 

7i 

54 

Oft 

11 

IC 

-9 

51 

22.4 

15: 

ollMDnOK 

01 

1             51 

25 

44 

27 

39» 

4 

91 

35 

135 

■ 

m 

GOK 

nUNMcUB^DK 

GTI 

■             27 

U 

27 

22 

25» 

7 

fi 

-fi 

94 

111 

ic: 

bIR^Dk 

GB 

1        le 

m 

MS 

e 

fi 

1 

87 

-9 

91 

12i 

il  '. 

alSvoMK 

Ga            1 

crc         1 

1         a 

1             34 

31 
11 

a 

34 

41 

32K 

52 

132 
US 

15 

1 

U5 
MO 
121 

2U 
15J 

1=  - 

*>  - 

12 

em 

SaGitffAK 

GBC            1 

5 

29 

14 

27K 

O 

1S9 

21 

Gn) 

ya-PjtgUfa 

GP              1 

1             72 

B 

72 

41 

e 

a 

131 

29 

129 

■ 

^: 

GotoPMtetaMr 

GB            1 

1             79 

U 

79 

Sfi 

mk 

21 

W 

-1 

92 

217 

16: 

gi^ 

tFMdIlcb 

GEM           ] 

1         ai 

12 

31 

21 

24% 

-K 

72 

1 

MO 

Mi 

li 

GOel 

■rtkc 

G               1 

r                       "r 

9 

Sfi 

34 

4M 

34 

llfi 

-14 

K 

211 

nii 

rac 

litfritaAK 

m 

2t 

a 

50 

5fK 

H 

95 

2 

M2 

1L4 

1S4 

RedOw 

GU            1 

9 

3 

5% 

-4 

B 

27 

127 

■1 

;  T 

mWatniilDu, 

OH 

fT 

28 

» 

31 

121 

-11 

e 

18.4 

si 

BFQmkkWDK 

GR 

-'■ 

3fi 

51K 

34 

IK 

22 

122 

■ 

UJ 

Good 

iemOs. 

a           1 

1             77 

13 

a 

2B 

fiTK 

2M 

2D 

S 

12i 

542 

M.5 

■R( 

iaoefOK 

GM 

1        « 

17 

45 

29 

4FA 

O 

124 

u 

111 

17i 

1:" 

■■1 

riinpifllii 

GM 

1             57 

22 

57 

31 

SfiK 

41 

129 

5 

105 

2(J 

21i 

GnotAIPTc^iEb 

GRP 

1          e 

25 

51 

25 

33K 

-3fi 

S5 

n 

119 

m 

ILI 

Qeai 

tLalKsBanipAK 

OK           1 

1             25 

7 

Ifi 

7 

MK 

34 

llfi 

B 

IB 

m 

SJ 

teii 

tL^KsChaHC^AK 

GU            1 

1             O 

11 

fi3 

» 

57% 

45 

125 

1 

MO 

25i 

U.1 

NT 


CTEOk 


GQ 
GlE 
GSB 
Mi. 


IB 
IB 

MB 

iC 

Ml 


31 

3fi 
M 
S9 


■"i 

13 

15 

5 

20 


21 

14 

IM 

7 

92 

1 

Ml 

4 

% 

m 

-27 

B 

130 

237 

20 

15 

19K 

22 

Mfi 

9 

H9 

35 

28 

30M 

-3 

•4 

-11 

B 

13 

9 

12% 

3 

a 

M 

Ut 

51 

25 

Tftk 

-m 

44 

-U 

17 

Mkn  Hoklit As 

llwp.  8  far  Heg  »aw  I 
1992.   MfcNata 


IffC 

«r 


m 

MB 

MJ 


45  21 

B  25 

2fi  2 

44  \% 

13*  '  V 

llfi  21 


45 

B 

t 

44 

2 

50 


37 

45 

2 

21 

31 


4m 

4» 
3fi% 

m 

47« 


2 

75 
-31 

71 

-25 

19 


151 
59 

147 
fi5 

M3 


-7 
« 
SO 
4 
MO 
M 


B 

145 
IS! 
Ml 

240 
IM 


■ 

17i 
ZL3 


17J 
2U 

HI 

29J 

13 


7J 

m 
fij 

14.4 
MS 

113 


lifi 
MJ 

■ 
255 

m 

Um.ZX 


t^n.^^mApni:-   1*^: 


F^m 

Oivid 

net 

latest 

1991 

estimated 

%  change 

numt)er 

confidence 

indicated 

yield 

payout 

5-yeaf 

1        profit 

12-montti 

EPS 

1992 

•92  vs  '91 

of 

factor  on 

rate 

1       margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

■    ■            5.8% 

1-3.39 

^-3.88 

$0.90 

D-P 

6 

average 

$0.52 

2.3% 

NM 

11% 

12.06 

12.06 

6.84 

-43% 

21 

average 

1.60 

2.5 

13% 

1 

7.4 

5.10 

5.10 

5.61 

10 

22 

very  high 

2.20 

2.8 

43 

17 

6.5 

2.98 

3.04E 

3.49 

15 

30 

very  high 

1.48 

2.2 

50 

17 

def 

-^.85 

-8.85 

-0.70 

0-D 

23 

very  low 

1.60 

41 

flm 

-7 

6.5 

1.% 

1.96 

2.50 

28 

23 

average 

1.50 

5.9 

77 

40 

20.5 

7.46 

7.46 

7.01 

-6 

28 

average 

1.80 

1.9 

24 

13 

3.4 

2.81 

2.81 

3.94 

40 

8 

average 

1.80 

3.0 

64 

0 

6.0 

1.81 

1.81 

1.95 

8 

21 

high 

1.00 

3.1 

55 

13 

7.3 

1.75 

1.75 

2.03 

16 

13 

average 

none 

NA 

NA 

NA 

def 

-0.92 

-0.92 

1.93 

D-P 

23 

low 

1.60 

2.3 

NM 

11 

8.8 

2.85 

3.80E 

4.31 

13 

17 

very  high 

1.44 

2.0 

51 

21 

3.0 

1.47 

1.47t 

1.72 

17 

10 

average 

0.66 

2.7 

38 

23 

9.1 

1.94 

1.94 

2.30 

19 

16 

very  high 

0.62 

1.3 

32 

8 

!                 13.4 

3.34 

3.34 

3.55 

6 

7 

average 

1.20 

2.2 

36 

21 

'                 def 

-2.49 

-6.79 

1.67 

0-P 

15 

low 

none 

NA 

NA 

NA 

10.6 

3.76 

3.76 

4.18 

n 

16 

high 

0.22 

0.6 

6 

15 

def 

-3.50 

-3.50 

1.85 

D-P 

15 

low 

2.20 

4.3 

NM 

9 

0.7 

1.24 

1.24 

3.64 

194 

14 

low 

0.40 

0.6 

32 

-20 

3.6 

2.50 

2.50 

2.80 

12 

16 

average 

1.40 

3.2 

56 

0 

6.1 

2.37 

2.37 

2.70 

14 

18 

high 

0.62 

1.1 

26 

13 

0.6 

1.85 

1.85 

3.07 

66 

3 

average 

0.80 

2.4 

43 

15 

0.5 

-0.29 

-0.29 

1.75 

D-P 

2 

NM 

none 

NA 

NA 

NA 

12.0 

2.23 

2.23 

3.15 

41 

16 

average 

0.30 

0.5 

13 

15 

7.5 

2.25 

2.25 

2.36 

5 

16 

high 

0.88 

4.9 

39 

6 

def 

-4.72 

-4.72 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

2.5 

2.88 

2.88 

2.76 

-4 

12 

average 

1.00 

5.2 

35 

0 

8.1 

1.75 

1.75 

2.13 

22 

29 

high 

1.70 

5.5 

97 

8 

7.2 

0.52 

0.52 

0.83 

60 

19 

low 

none 

m 

NA 

NA 

0.4 

0i5 

0.25 

1.35 

440 

29 

low 

1.00 

4.0 

NM 

0 

2.2 

1.08 

108 

1.29 

19 

13 

average 

0.30 

12 

28 

17 

2.7 

2.36 

2.36 

2.05 

-l3 

9 

low 

0.44 

U 

19 

7 

4.0 

2.01 

2.08 

1.80 

-13 

13 

average 

0.40 

1.9 

20 

44 

3.0 

2.29 

0.50 

2.27 

354 

14 

average 

1.04 

3.2 

45 

5 

3.9 

2.91 

2.91 

3.25 

12 

6 

low 

1.32 

3.7 

45 

4 

11.7 

3.53 

3.53 

2.69 

-24 

16 

average 

2.00 

4.1 

57 

18 

3.8 

0.94 

0.94 

1.75 

86 

18 

average 

0.20 

0.8 

21 

36 

5.1 

2.40 

2.40 

2.71 

13 

8 

average 

2.24 

6.2 

93 

5 

3.8 

0.95 

0.82 

1.35 

65 

3 

NA 

none 

NA 

NA 

NA 

1.6 

0.66 

0.66 

0.91 

38 

16 

average 

0.16 

U 

24 

0 

9.9 

2.42 

2.32E 

2.57 

11 

22 

average 

1.08 

3.0 

45 

15 

3.2 

2.01 

2.01 

3.39 

69 

15 

average 

2.24 

•4.2 

111 

5 

7.6 

2.43 

2.43 

2.65 

9 

25 

high 

0.98 

2.4 

40 

15 

5.7 

3.40 

3.02 

4.52 

50 

31 

average 

0.80 

1.0 

24 

21 

def 

-5.09 

-5.09 

-0.60 

0-D 

5 

very  low 

non« 

NA 

NA 

NA 

7.4 

1.22 

1.22 

1.43 

17 

7 

average 

0.35 

1.0 

29 

15 

0.6 

0.39 

0.39 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

7.8 

1.76 

1.76 

2.27 

29 

16 

average 

1.20 

2.5 

68 

8 

Sources;  William  O'Neil  i  Co.; 

Wilshire  Associates: 

The  Institutional  Brokers  Estimate  System,  a  senice  of  IBES.  Inc. 

via  Lotus  One  Souwe:  Fortes. 

Forbes  ■  April  27,  1992 


345 


THE  FORBES  SOOs 


Company/fiscal  year-end 


Ticker 
symbol 


Exch 


-Stock  price- 


5-year      12 -month     recent 
high    low  high    low 


-Stock  performance- 


latest  12  months 
price      relative  to 
change       market 


—  Price/eamings  ratios 
year  to  date  latest         1992 

price      relative  to        12  est 

change       market  months 
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Imcera  Group/June  IMA 

INB  Financial/Dec  MBF 

Ingersoll-Rand/Dec  IR 

Inland  Steel  Inds/Dec  IAD 

Integra  Financial/Dec  ITGR 

Intel/Dec  MTC 

Intelligent  Electronics/Oct  INEL 

Intergraph/Dec  INGR 

IBM/Dec  IBM 

IntI  Flavors  &  Frags/Dec  IF 

IntI  Game  Technology/Sep  IGT 

IntI  Multifoods/Feb  MC 

International  Paper/Dec  P 

Interpublic  Group/Dec  PG 

Ipaico  Enterprises/Dec  PL 

Itel/Dec  m. 

ITT/Dec  ITT 

IVAX/Dec  IVX 

James  River  Corp  Va/Dec  JR 

Jefferson-Pilot/Dec  JP 

Johnson  &  Johnson/Dec  JNJ 

Johnson  Controls/Sep  JCI 

Jostens/June  JOS 

JWP/Dec  JWP 

Kansas  City  P&L/Dec  KLT 


17 

25* 

29 

71 

68* 

47 

44 
66 
49 
37 
69 
30 

33 
176 
108 

30 

32 

79 

59 
34 

29 
71 
41 
44 

39 
117 
47 
39 
30 
48 


2 

6* 
13 
25 
23* 

9 

15 
23 
17 
13 
14 
1 


6 

25 
25 
71 
68 
47 


3 
11 
18 
52 
36 
29 


44      23 
66     42 


26 
37 


17 
19 


69      39 
30       9 


11  32 

84  115 

37  108 

%  30 


15 
27 

15 
19 

8 
40 

2 
17 

15 


32 


16 
84 
75 
7 
24 


79      59 

59     41 
34     27 


20 
71 
41 
28 


13 
50 
10 
17 


28     117 

17 

15 


39      28 
82 


42      27 
39      29 


5 
21 


23 
48 


13 
35 


4% 
23% 
22 

66% 
57% 
33% 

43% 

65 

25 

36 

65 

22 

19y4 
86% 
103% 
28y4 
26% 
76% 

56% 

31% 

1874 

66 

34 

21% 

3674 

96 

41% 

31 

19% 

40% 


3 

108 

22 

22 

34 

7 

84 
48 
14 
95 
49 
41 

-20 

-23 

33 

330 

-2 

28 

31 
14 
40 
22 
232 
-16 

25 
5 

51 
-8 
-7 
14 


89 
180 
106 
106 
116 

93 

159 
128 
99 
169 
129 
122 

69 
67 
115 
372 
85 
111 

114 
99 
122 
105 
287 
73 

109 
91 
131 


99 


63 
4 

-6 

4 

1 

-22 

33 
18 
16 
20 
33 
26 

8 
-3 

1 

23 
-7 

9 

-1 

c 
—J 

-3 

14 

-12 

8 

-4 
-16 

16 
-10 

23 
-15 


162 
104 

94 
104 
101 

78 

133 
118 
116 
120 
133 
126 

108 
97 

101 

123 
93 

109 

99 
95 
97 

114 
88 

108 

96 

84 
116 

90 
123 

85 


Ml 
14.4 
21i 
20.5 
14.5 
24.7 

16.5 
22.3 
III 
12.5 
16.6 

in 

13.1 
Ml 
23.5 
47.0 
13.4 
21.3 

21.7 
11.7 
Ml 
lOJ 

Ml 
32.8 

106 
219 
18.4 
194 
12.4 
128 


7J 
XLk 
\\1 
18.1 
13.6 
20.4 

14.1 
18.3 
Ml 
10.8 
15.4 
16.9 

12.1 
12.0 
21.0 
38.6 
12.4 
I5J 

19.1 
11.6 
313 
lU 
49.3 
213 

118 
188 
16.1 
18.1 
\\1 
11.7 


Kansas  Power  &  Light/Dec 

KAN 

n 

30 

20 

30 

23 

2674 

11 

96 

-7 

92 

13.7 

10.6 

Kell<^Dec 

K 

n 

67 

19 

67 

44 

57% 

25 

108 

-12 

88 

22.9 

20.3 

Kemper/Dec 

KEM 

n 

52 

17 

46 

29 

32% 

2 

88 

-15 

85 

77 

7.4 

Kerr-McGee/Dec 

KMG 

n 

54 

.29 

46 

35 

37% 

-12 

77 

-2 

98 

110 

170 

KeyCorp/Dec 

KEY 

n 

34 

11 

34 

19 

31 

65 

143 

4 

104 

12.1 

106 

Kimberly-Clark/Dec 

KMB 

n 

53 

20 

53 

43 

53y4 

23 

107 

5 

105 

16.1 

16.3 

•Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  detntxAions.    tE»twi(S  icportod 
1992.    NA:  Not  available     NM:  Not  meaningful.    E:  Estinate,    DO:  Deficit  to  deficit.    D-P:  Deficit  to  profit    def:  DefKit     Stock  prwes  as  of  Mar,  20. 1992. 
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WALL  STREET 


THE  FORBES  SOOs 


Ticker 
symbol 


KWP 


LUK 


Exch 


5-year 
high    low 


-Stock  price- 
12-month 
high    low 


35 
54 
61 
59 
28 
53 


9 
22 
33 

7 
15 

9 


35  22 

54  38 

60  44 

25  15 

28  21 

53  24 


recent 


26'/i 

54 

58 

18% 

24V4 

49 


latest  12  months 
price      relative  to 
change       market 


-9% 
35 
16 
-12 
17 
81 


Company/fiscal  year-end 


King  World  Prods/Aug 

Kmart/Jan 

Knight-Ridder/Dec 

Krogert/Dec 

KU  Energy/Dec 

Leucadia  National/Dec 

LG&E  Energy/Dec 
Liberty  National/Dec 
Eli  Lilly/Dec 
\  Limited/Jan 
Lincoln  National/Dec 
Litton  Industries/July 

Liz  Claiborne/Dec 

Lockheed/Dec 

Loctite/Dec 

Loews/Dec 

Long  Island  Lighting/Dec 

Longs  Drug  Stores/Jan 

Loral/Mar 

Lotus  Development/Dec 

Louisiana-Pacific/Dec 

Lowe's  Cos/Jan 

LTV/Dec 

Lubrizol/Oec 

Lyondell  Petrochem/Dec 

Manpower/Dec 

Manufacturers  Natl/Dec 

Manville/Dec 

Mapco/Dec 

Marion  Merrell  Dow/Dec 

Marriott/Dec 

Marsh  8(  McLennan  Cos/Dec 

Marshall  &  llsley/Dec 

Martin  Marietta/Dec 

Masco/Oec 

Mattel/Dec 

Maxxam/Dec 
May  Dept  Storest/Jan 
Maytag/Dec 
MBIA/Dec 
MBNA/Dec 
I  McCaw  Cellular/Dec 

McCormick  &  Co/Nov 

McDonald's/Dec 

McDonnell  Douglas/Dec 

McGraw-Hill/Dec 

MCI  Communications/Dec 

McKesson/Mar 

'Range  is  for  less  than  period  indicated. 
I  meaningful.    E:  Estimate.    D-D:  Deficit  to  deficit.    0-P:  Deficit  to  profit,    def:  Deficit.    Stock  prices  as  of  Mar.  20,  1992. 


-Stock  performance- 


year  to  date 
price      relative  to 
change       marltet 


Price/earnings  ratios 
latest         1992 
12  est 

months 


79 
117 
101 

76 
101 
157 


7% 
13 
10 
-8 
-11 
33 


MHS 

MMC 

MRIS 

ML 

MAS 

MAT 


44 
90 
56 
60 
41 
35 


44 
23 

34 

14 

5 


23      14 
87      70 


56 
60 
29 

35 


30 
49 
19 
18 


16% 

76 

52y4 

541/i 

28% 

33^/4 


4 

-4 
73 

0 

30 
70 


90 
83 
150 
87 
112 
147 


2 

-7 
-5 
-8 
23 


107 
113 
110 
92 
89 
133 


101 
93 
95 
92 
123 
101 


11.1 
13.4 
22.8 
16i 
11.5 
6.1 


21.1 
18.2 
11.6 
8.7 

m 

181 


11.0 
12.4 
19.7 
11.5 
11.7 
15.9 


LGE 

n 

48 

30 

48 

39 

45% 

16 

101 

-4 

96 

11.9 

12.4 

LNBC 

0 

34 

11 

34 

17 

28y2 

69 

146 

16 

116 

13.3 

12.5 

LLY 

n 

90 

29 

88 

70 

71% 

-6 

82 

-15 

85 

15.9 

13.7 

LTD 

n 

33 

8 

33 

21 

29% 

16 

101 

4 

104 

26.9 

20.3 

LNC 

n 

63 

31 

61 

45 

56% 

12 

97 

4 

104 

12.3 

12.1 

LIT 

n 

108 

64 

100 

76 

98y4 

19 

103 

12 

112 

28.9 

12.0 

UZ 

n 

51 

12 

51 

35 

39% 

-11 

77 

-i 

94 

15.2 

13.6 

LK 

n 

62 

25 

48 

38 

45 

9 

95 

0 

100 

9.3 

8.0 

LOC 

n 

51 

10 

51 

30 

46% 

45 

126 

-6 

94 

23.6 

21.2 

LTR 

n 

135 

58 

115 

98 

107 

2 

89 

-2 

98 

8.1 

9.2 

LIL 

n 

25 

6 

25 

22 

23 

0 

87 

-7 

93 

10.7 

9.8 

LOG 

n 

49 

25 

44 

33 

35% 

-10 

78 

-8 

92 

13.2 

11.9 

LOR 

n 

49 

24 

46 

33 

34% 

-10 

78 

-12 

88 

8.9 

7.9 

LOTS 

0 

41 

13 

41 

18 

36% 

49 

129 

40 

140 

37.6 

16.7 

LPX 

n 

67 

20 

67 

30 

65y4 

112 

184 

47 

147 

42.1 

18.1 

LOW 

n 

50 

15 

44 

23 

im 

42 

123 

19 

119 

NM 

19.6 

LTV 

n 

6 

V* 

2 

'/2 

% 

-57 

WW 

0 

NM 

1.7 

NA 

12 

n 

67 

25 

67 

43 

65% 

27 

no 

16 

116 

18.4 

16.5 

LYO 

n 

34* 

13* 

26 

20 

23% 

6 

92 

3 

103 

84 

12.7 

MAN 

n 

NA 

NA 

17* 

12* 

16y4 

NA 

NA 

10 

110 

NM 

22.9 

MNTL 

0 

48 

15 

48 

27 

45% 

72 

149 

9 

109 

12.0 

11.2 

MVL 

n 

43 

4 

10 

5 

8% 

61 

140 

13 

113 

NM 

14.3 

MDA 

n 

64 

20 

64 

46 

59 

25 

108 

-3 

97 

14.1 

11.3 

MKC 

n 

40 

11 

39 

27 

34% 

-9 

78 

-4 

96 

16.9 

14.5 

17.2 
17.6 
11.2 
7.3 
21.4 
15.5 


MXM 

a 

68 

8 

52 

26 

42 

-8 

79 

43 

143 

6.9 

7.0 

MA 

n 

63 

22 

63 

47 

59% 

22 

105 

14 

114 

14.9 

13.S 

MYG 

n 

32 

10 

20 

12 

19% 

34 

116 

28 

128 

K2 

17.9 

MB! 

n 

52* 

11* 

52 

30 

50 

49 

129 

4 

104 

134 

12.1 

KRB 

n 

44* 

23* 

44 

25 

40% 

60 

138 

13 

113 

13.4 

11.4 

MCAWA 

0 

47* 

11* 

36 

20 

30% 

27 

110 

3 

103 

m 

Ml 

MCCRK 

0 

29 

4 

29 

19 

25y4 

36 

118 

-4 

96 

25.8 

22i 

MCD 

n 

45 

16 

45 

30 

43% 

28 

HI 

13 

113 

18.4 

16.2 

MD 

n 

95 

27 

81 

36 

59% 

61 

139 

-18 

82 

54 

6.1 

MHP 

n 

86 

40 

65 

50 

61% 

8 

93 

8 

108 

20.4 

112 

MClC 

0 

49 

6 

36 

25 

34% 

32 

115 

13 

113 

17.0 

14.9 

MLn 

n 

40 

23 

40 

32 

33% 

2 

89 

-8 

92 

14.4 

12.1 

.    t  Prices 

as  orisir 

ally  reoon 

ed.  ad 

lusted 

for  so 

Its;  oerforma 

nee  includes 

value  of  spe 

cial  distnbul 

ions.    NA: 

Not  Miiabtt. 

NM:  N 

t 
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J 

c^*** 

:5I        net 

latest 

1991 

estimated 

%  change 

number 

confidence 

indicated 

umtM 

yield 

payout 

5 -year 

jfl       profit 

12-fnontti 

EPS 

1992 

•92  vs  '91 

of 

factor  on 

rate 

growth 

1       margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

1          18.5% 

$2.39 

$2.38 

$241 

1% 

12 

(«yhigh 

noK 

NA 

NA 

NA 

2.5 

4.03 

4.03 

4.36 

8 

30 

high 

$1.84 

34% 

46% 

12% 

5.9 

2.55 

2.55 

295 

16 

21 

average 

140 

2.4 

55 

11 

0.5 

1.12 

1.12 

1.58 

41 

9 

average 

none 

NA 

NA 

NA 

13.7 

2.13 

2.13 

2.10 

-1 

11 

average 

156 

6.4 

73 

4 

NA 

8.00 

8.00 

3.09 

■41 

1 

NM 

none 

NA 

NA 

NA 

11.6 

3.86 

3.86 

3.70 

-4 

10 

high 

2.92 

6.4 

76 

4 

9.6 

2.14 

2.14 

2.28 

7 

3 

very  high 

0.80 

28 

37 

14 

23.0 

4.50 

4.50 

5i2 

16 

38 

very  high 

2.20 

3.1 

49 

19 

6.6 

1.11 

1.11 

1.47 

32 

33 

average 

0.28 

0.9 

25 

27 

22 

4.60 

4.60 

4.68 

2 

27 

average 

2.92 

5.1 

53 

6 

' 

1.3 

3.40 

2.89 

8.16 

182 

17 

average 

none 

NA 

NA 

NA 

11.1 

2.61 

2.61 

2.92 

12 

18 

high 

0.35 

0.9 

13 

19 

3.1 

4.86 

4.86 

5.61 

15 

22 

high 

2.00 

4.4 

41 

9 

12.8 

1.98 

1.98 

2.21 

12 

9 

average 

0.68 

1.5 

34 

23 

7.0 

13.14 

13.14 

11.63 

-11 

6 

average 

1.00 

0.9 

8 

0 

12.0 

2.15 

2.15 

2.34 

9- 

21 

average 

170 

7.4 

79 

NA 

2.3 

2.71 

2.71 

3.01 

11 

7 

average 

108 

3.0 

40 

15 

3.9 

3.90 

3.97E 

4.40 

11 

18 

high 

0.96 

2.8 

25 

11 

5i 

0.98 

0.98 

2.21 

126 

29 

average 

none 

NA 

NA 

NA 

3.3 

1.55 

1.55 

3.61 

133 

19 

low 

1.08 

1.7 

70 

8 

Oi 

0.18 

0.18 

2.07 

NM 

17 

average 

0.56 

1.4 

NM 

6 

1.2 

0.43 

0.43 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

8.4 

3.57 

3.57 

3.98 

11 

15 

average 

1.60 

2.4 

45 

6 

3.9 

2.78 

2.78 

1.84 

-34 

12 

low 

1.80 

7.7 

65 

NA 

def 

-0.73 

-0.73 

0.71 

D-P 

4 

low 

none 

NA 

NA 

NA 

10.4 

3.81 

3.81 

4.08 

7 

11 

average 

1.32 

2.9 

35 

13 

def 

-0i4 

-0.24 

0.62 

D-P 

2 

NM 

none 

NA 

NA 

NA 

4.8 

4.20 

4.20 

bH 

25 

10 

high 

1.00 

1.7 

24 

25 

) 

20.5 

2.07 

2.07 

2.41 

16 

23 

high 

0.92 

2.6 

44 

45 

1.0 

0.80 

0.80 

0.98 

23 

17 

low 

028 

1.7 

35 

17 

11.0 

4.18 

4.18 

4.33 

4 

25 

average 

2.60 

3.4 

62 

3 

11.9 

4.50 

4.50 

4.66 

4 

9 

high 

1.32 

2.5 

29 

19 

U 

6.30 

6.30 

7.51 

19 

23 

high 

1.50 

2.8 

24 

10 

14 

0.30 

0.30 

1.35 

350 

17 

low 

0.60 

2.1 

200 

11 

7.3 

1.85 

1.85 

2.16 

17 

• 

14 

average 

0.20 

0.6 

11 

NA 

2.6 

6.08 

6.08 

6.00 

-1 

1 

NM 

none 

NA 

NA 

NA 

4.9 

4.02 

4.02 

4.45 

11 

24 

high 

1.62 

2.7 

40 

10 

2.7 

0.75 

0.75 

1.10 

47 

15 

average 

0.50 

2.5 

67 

-12 

53.8 

3.74 

3.74 

415 

11 

8 

very  high 

068 

1.4 

18 

72 

13.2 

3.00 

3.00 

3.51 

17 

15 

very  high 

1.76 

44 

59 

NA 

del 

-2.04 

-2.04 

-1.79 

D-D 

13 

kw 

none 

NA 

NA 

NA 

0.98 

0.98 

1.14 

16 

13 

very  high 

0.36 

1.4 

37 

21 

12.8 

2.35 

2.35 

2.66 

13 

2S 

high 

0.37 

0.9 

16 

13 

11.03 

11.03 

9.88 

-10 

20 

awrage 

1.40 

2.3 

13 

-9 

7.6 

3.03 

3.03 

3.41 

13 

13 

average 

224 

3.6 

74 

7 

2.01 

201 

2.30 

14 

30 

average 

0.10 

0.3 

5 

NA 

10 

2.32 

236E 

262 

11 

13 

average 

160 

48 

69 

6 
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In  hs  review  of  our  UltraLite*  SL/25C 
notebook,  PC  Maganne  said  "NEC 
is  about  to  make  the  future  of  porta- 
bk  computing  a  wiiale  kx  bfieftteif 
We  coukta't  agree  mofe. 

Th«  best  color  display 
in  a  notebook.  Ever. 

The  faa  is.  NEC  is  the  first  to  offer 
an  active-matru  IKl  cokx^  screen 
in  a  notebook,  and  yet.  in  the 
»x)rds  of  PC  Sfagazine,  "its 
price  tag  riv'als  k)wer-qualit\ 
passive-matrix  offerings." 
^^'hal's  the  difference 
between  active-matrix 
and  passive-matrix 
color  screens?  One 
looks  vivid,  sharp  and  bright,  like 
your  desktop  monitor.  The  other 
doesn't.  One  can  be  viewed  from 
wide  angles.  The  other  can't.  One 
is  deariy  the  future  of  notebook 
computing.  The  other  isn't. 

The  best  processing 
technology  in  a  notebook.  Ever. 

To  quote  PC  Magazine  once  more, 
our  SL/25C  "has  more  going  for  it 
than  just  spectacular  cok>r.  It's  also 
one  of  the  first  notebooks  to  use 
Intel's  new  25-MH2  386SL  chip  set? 

The  new  chip  provides  all  the  pro- 
cessing punch  of  a  386  desktop  PC. 
OffiEis  inteOigent  power  management 
fix  knger  battery  Ufe.  And  runs  even 
the  most  complex  apfriicatioDS  at 


blazing  speed  The  7.5  lb.  Siy25C 
comes  standard  with  2MB  of  R.\M 
(expandable  to  10MB).  an  80MB 
hard  disk,  internal  floppy  and  64KB 
cache.  As  weflas^MS-DOS'5.0  and 
WindowsT*   ^^^  loaded  and 
readvto   ^^^^^^.  run. 


Just  what  exactly  is 

active-matrix  TFT  display 

anyhow? 

\cu\v  matrix  TFT  dhith 

film  irunsistiw)  display 

means  ihai  Jar  each  pLxd  t»i 

ihe  scrvcn.  iherv  is  a  liny 
iransiyhw  In  the  case  of'ihe 

SL  25C.  thai  adds  up 
to  owr  900.000  transistiws 
cinxrinii  the  entire  screen. 

kwmmg  the  imaae 

H  iih  ixKh  pixel  cvniralled 

hy  its  trnw  transislcr. 

the  image  is  atnuys  in  sharp 

ttKUs.  and  tar  brighter 

than  other  screen  designs 

permit.  SEC  has  Ung  heen 

a  wvHd  leader  in  display 

uxhnohgy.  .And  (he  SLJ5C 

is  one  example  qt  this. 


H  does  everything 

a  powerful  desktop  does. 

Except  chain  you  to  a  desk. 

There's  a  senal  port,  SuperVGA 
CRT  port.  PS/2'  mouse  port  and 
optional  internal  modem.  An 
enhanced  parallel  port  allowing 
improved  throughput  for  network 
connections.  .And  an  optional  full- 


fimctioii.  poctable  Docking  Statkn*" 
unit— with  two  expansion  skMs 
and  a  3.5'  drive  bay— that  not  only 
turns  the  SL/25C  into  a  desktop  you 
can  take  anywhere,  it  abo  gives  ¥00 
other  options,  like  foBy  integrating 
sound  and  image  to  create  your  vay 
own  pottaUe  multimedia  pbtfonn. 

A  powerful  argument 

for  cokN-,  right  here  in 

black  and  white. 

It  also  has  a  bnliiani  \'G.\ 
display.  A  palette  of  over  225.000 
cokMS.  .A  fast  screen  refresh 
rate  (so  you  never  bse  youi 
cursor).  .\nd  a  "simul- 
taneous video' 
feattue— so  the  image  you  see  on 
your  screen  can  also  be  viewed  on 
an  external  video  device,  like  a 
Ing-screen  projector. 
>^'hai's  roae.  the 
Siy25C  comes  with  an 
industry-leading 
2-year  hmited 
warranty 

Call  today. 

For  more  details,  call 
1-800-NEC-INFO  OrcaUNEC 
FastPacts""  at  '-50O-366-O476, 
♦ULSU5C '  ^ :  "5252).  In  Canadi, 
caO  1-800-343-4418. 

We*fl  pvc  you  enou^  infonnalion 
^bout  the  Siy25C  to  make  you  not 
want  to  be  without  it  Ever. 


Because   ■    is  the  way  you  want  to  go. 


NEC 
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Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high    low 

Stock 
12-m 
high 

nrii^o— 

Ct~.L  ~»,4 

/\r*vi^m^A 

Price/eami 
latest 
12 
months 

igs  ratios  V 
1992     1 

^   1 

20.6      J 

price— 
onth 
low 

recent 

latest  12  months             year 

price      relative  to      price 

change       market       change 

to  date 
relative  to 
market 

Mead/Dec 

MEA 

n 

50 

20 

39 

28 

38y2 

34% 

117 

12% 

112 

34.4 

Medco  Containment/June 

MCCS 

0 

35 

3 

35 

17 

31% 

69 

147 

0 

100 

54.7 

53.8      1 

Medical  Care  intl/Dec 

MEOC 

0 

81 

3 

81 

42 

69y2 

54 

134 

-9 

91 

38.6 

30.2      1 

Medtronic/Apr 
Mellon  Bank/Dec 

MDT 
MEL 

n 
n 

99 
54 

16 
18 

99 
42 

54 
25 

76y8 

385/8 

36 
49 

118 
129 

-19 
11 

81 
111 

29.5 
8.3 

242      1 
8.3      1 

Melville/Dec 

MES 

n 

58 

22 

55 

38 

51 

2 

88 

15 

115 

15.9 

133      1 

Mercantile  Bancorp/Dec 
Mercantile  Bkshs/Dec 

MTRC 
MRBK 

0 
0 

41 
29 

17 
13 

41 
29 

27 
23 

39% 
253/4 

43 
'  10 

124 
95 

6 
-8 

106 
92 

10.3 
11.0 

9.5   g 

10.3       H 

Mercantile  Stores/Jan 

MST 

n 

53 

24 

43 

32 

40 

5 

91 

4 

104 

12.9 

10.9       \ 

Merchants  National/Dec 

MCHN 

0 

47 

13 

47 

18 

46% 

158 

223 

20 

120 

NM 

148        fl 

Merck/Dec 

MRK 

n 

170 

48 

170 

100 

147y8 

42 

123 

-12 

88 

26.8 

22.7        H 

Mercury  General/Dec 

MRCY 

0 

37 

11 

37 

26 

30 

-4 

83 

-2 

98 

6.2 

6.7        ^ 

Meridian  Bancorp/Dec 
Merisel/Dec 

MRDN 
MSEL 

0 
0 

27 

15* 

9 
2* 

27 
15 

15 
2 

25^^ 
13y8 

71 
354 

149 
394 

7 
49 

107 
149 

10.6 
31.7 

11.0 
21.6 

Meritor  Savings  Bank/Dec 
Merrill  Lynch/Dec 
Metro  Mobile  CTS/Sep 
Metropolitan  Finl/Dec 

MTOR 
MER 
MMZA 
MFC 

0 

n 
a 
n 

11 
67 
26 
25 

3/8 

16 
4 
5 

1 

67 
23 
25 

% 
32 
13 
11 

% 
58 

2172 
2272 

-34 
80 
56 
89 

NM 

156 
135 
164 

5 

-2 
-5 

8 

NM 
98 
95 

108 

NM 
9.6 

m 

4.2 

NM 

9.6 

m 

6.0 

Fred  Meyer/Jan 
Michigan  National/Dec 

MEYR 
MNCO 

0 
0 

29 
58 

10 
13 

29 
48 

16 
20 

27% 
4772 

75 
138 

152 
206 

3 
14 

103 
114 

15.4 
14.1 

13.4 
10.8 

Microsoft/June 

MSR 

0 

133 

12 

133 

61 

12872 

106 

178 

16 

115 

42.3 

36.1 

Midlantic/Dec 

MIDL 

0 

50 

3 

9 

4 

8 

12 

97 

78 

178 

MM 

CM 

Midwest  Resources/Dec 

MWR 

n 

22 

17 

21 

18 

2074 

8 

94 

1 

101 

14.9 

12.8 

Millipore/Dec 

MIL 

n 

48 

24 

48 

32 

36 

-12 

76 

-3 

97 

16.6 

14.9 

Minn  Mining  &  Mfg/Dec 
Minnesota  Power  &  Lt/Dec 

MPL 

n 

n 

99 
33 

45 
20 

99 
33 

84 
26 

9074 
30 

3 
11 

90 
96 

-5 
-8 

95 
92 

m 

15.7 
13.3 

MNC  Financial/Dec 

MNC 

n 

29 

2 

9 

3 

7% 

94 

168 

59 

159 

NM 

NM 

Mobil/Dec 

MOB 

n 

73 

32 

73 

58 

5872 

-9 

79 

-14 

86 

12.6 

13.1 

Molex/June 

MOLX 

0 

40 

13 

40 

27 

31% 

12 

97 

-11 

89 

25.0 

23.0 

Monsanto/Dec 

MTC 

n 

76 

29 

76 

55 

68% 

24 

107 

1 

101 

29.5 

12.6 

Montana  Power/Dec 

MTP 

n 

28 

15 

28 

22 

24% 

10 

95 

-14 

86 

12.0 

11.6 

JP  Morgan  &  Co/Dec 
Morgan  Stanley/Dec 
Morrison  Knudsen/Dec 

JPM 

MS 
MRN 

n 

n 

n 

71 
68 
61 

27 
13 
30 

71 
68 
59 

44 
38 
39 

59 

57% 

47% 

31 

46 

-15 

114 

126 

73 

-14 

-10 

-4 

86 
90 
96 

10.5 
9.7 
18.4 

10.4 
10.0 
16.1 

Morton  International/June 

Ml! 

n 

65* 

32* 

65 

45 

.6374 

40 

121 

9 

109 

21.5 

209 

Motorola/Dec 

MOT 

n 

88 

35 

83 

54 

77% 

36 

117 

19 

119 

22.6 

18.5 

Multibank  Financial/Dec 

MLTF 

0 

26 

2 

11 

4 

11 

66 

144 

138 

238 

NM 

26.2 

Murphy  Oil/Dec 
Mylan  Labs/Mar 
Naico  Chemical/Dec 

MUR 
MYL 
NIC 

n 
n 
n 

48 

43 
42 

21 
8 
12 

40 
43 
42 

32 
22 
27 

37% 
34% 

-11 

40 

7 

77 
121 
93 

0 
-10 
-17 

100 
90 
83 

NM 
370 
18.9 

18.3 
279 
175 

Nash  Finch/Dec 

NAFC 

0 

28 

15 

20 

16 

18 

-6 

81 

6 

106 

10.3 

9.1 

National  City/Dec 

NCC 

n 

42 

23 

42 

32 

42% 

27 

110 

14 

114 

11.7 

10.8 

Natl  Community  Bks/Dec 
National  Health  Labs/Dec 
National  Intergroup/Mar 
National  Medical/May 
Natl  Semiconductor/May 
National  Service/Aug 

NCBR 

NH 

Nil 

NME 

NSM 

NSI 

0 

n 
n 
n 
n 
n 

56 

31* 

21 

26 

22 

30 

10 

7* 
10 
-8 

3 
17 

25 
31 
18 
26 
12 
27 

14 
15 
13 
13 
4 
19 

20'^ 
24% 

25 

1 

53 

-15 

^0 

47 

-2 

87 
133 
74 
52 
128 
85 

26 
-15 

-5 
-16 

62 
8 

126 
85 
95 
84 
161 
108 

16.9 
23.7 
39.7 
8.1 
NM 
48.1 

15.9 
19.8 
214 

89 
146 

NA 

•Range  is  for  less  ttian  period  indicated.    tPrices 
nfieanlngful.    E:  Estimate.    D-D  Deficit  to  deficit. 

as  originally  reported,  adjusted  for  splits;  perform. 
D-P:  Deficit  to  profit,    def:  Deficit.    Stock  prices  as 

ince  includes  value  of  special  distributions.    NA: 
of  Mar.  20,  1992, 

Not  waiMXe. 

NM:  Not 
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m^^^^^^^^^m 

^^1 

■ 

f     net 

latest 

1    pcoW 

12-montti 

^  margin 

t_        1.4% 

EPS 

$1.12 

1        '' 

0.58 

1      13.6 

IJO 

1      137 

259 

1       8.9 

4.66 

3.5 

3i0 

8.6 

3.85 

13.8 

2.34 

4.7 

3.10 

1.1 

0.40 

24.7 

5.49 

12.4 

4.83 

8.6 

2.40 

0.7 

0.43 

def 

-3.18 

5.6 

6.02 

dd 

-1.61 

11.6 

532 

1.7 

1.80 

4.6 

3.36 

25.5 

3.04 

dei 

-1436 

6.7 

136 

8.1 

2.17 

8.7 

526 

15.6 

2.46 

def 

-0.89 

3.4 

4.65 

8.5 

127 

3.3 

233 

113 

2.03 

10.8 

563 

7.0 

593 

1.8 

2.60 

7.3 

2.94 

4.0 

3.44 

def 

-1.66 

def 

-028 

344 

1.01 

111 

1.82 

0.8 

1.75 

8.9 

3.62 

3.5 
172 
0.4 
7.4 
def 
16 


119 
1.05 
0.34 
1.75 
-146 
052 


1991 
EPS 


$1.12 
0.43 
1.80 
2.6S 
4.66 
320 

3.85 
234 
3.10 
0.40 
5.49 
4.83 

2.40 

0.43 
-3.18 

6.02 
-1.58 

5.32 

1.80 
3.36 
2.47 
-14.36 
1.36 
2.17 


estimated 

1992 

EPS 

$U7 
0.59 
230 
3.16 
4.63 
3.84 

4.19 
2.50 
3.67 
3.13 
6.48 
4.47 

232 
0.63 
-1.00 
6.02 
-0.72 
3.78 

2.07 

4.42 

3i6 

-2.07 

1.58 
2.42 


2.03 
5.63 
5.93 
2.60 
2.85 
3.44 


1.19 

1.05 

0.15£ 

1.42E 

0.18E 

0.65 


%  change 

•92»s'91 

EPS 

67% 

37 

28 

18 

-1 

20 

9 
7 
18 

Ml 
18 
-7 

-3 

47 

W) 

0 

-29 

15 
32 
44 
W) 
16 
12 


number        confidence 
o(  factoron 

analysts         esbmate 


2.10 
5.65 
5.75 
2J98 
3.02 
4.19 


127 
126 
0.63 
1.59 
0.72 
M 


3 
0 

-3 

15 

6 

22 


7 

20 
320 

12 
300 

M 


Souas:  W>i>'atT>  O'Neil  i  Co. 


mfc^-eteoo-e*  The/nsttuto-(W«&ft«-f  S^ 


22 
12 
18 
11 
23 
16 

■    \m 
tmagt 

Mcnee 
nengt 

$1.00 

0.48 
1.40 

1.48 

2-6% 

0.1 

M 

Oi 

3i 

2i 

S9% 

3 

M 
19 
30 

46 

7 

«m>cii 

1.40 

35 

36 

37 

6 

h«k 

0J6 

33 

8 
6 

9mm 

1.02 
120 

2.6 
2.6 

33 

Ml 
50 
21 

41 
8 

w0sm 

2.76 
1.00 

15 
33 

14 
6 
1 

nam 
nengt 

m  - 

120 

47 

50 
M 

M 

1 

4 

average 
venrlo* 

1.00 

1.7 

17 
9 

5 

ton 

0.46 

2.0 

M 

M 

5 

average 

MK 

f  A 

9 

40 

8 

average 
wry  to* 

2i» 

42 

60 

8 

aience 

1.56 

7.7 

115 
22 

12 

Mcnee 

0.48 

13 

24 
11 
12 
37 

avenge 
vcntoii 

320 
134 

320 

35 
6i 
M 
53 

61 
79 
M 
69 
2 
89 

12 

average 

0.02 

Oil 

28 

h«h 

la 

311 

19 

^ 

1.54 

63 

76 
39 
16 
62 
33 
22 

30 

avenge 

2.18 

3.7 

8 

awnge 

0.94 

1.6 

14 

awnge 

1.60 

33 

23 
29 

wykigli 
avenge 

0.96 
0.76 

15 
1.0 

3 
12 

veniloa 
Ini 

120 

35 

Ml 

13 

average 

020 

0.5 

20 

46 
39 

CI 

22 

iMiage 

0.84 

2-4 

4 

NH 

OiS 

3J 

25 

1J8 

4.4 

52 

2 

Ml 

0.70 

3.5 

59 

10 
2 

average 

Ml 

028 

1.1 
M 

27 

L. 

20 
16 

averar 

04S 

33 

26 
M 

M 

M 

100 

te^ctam  J 

,mceaH8ES.  Inc.  vuLotuiOneScimXi  Faroes 

12% 
0 
M 
19 
-2 
18 

0 
12 
10 
15 
24 
28 

7 

M 
M 

1 
M 

12 

M 
9 

M 
M 
M 
13 


3 
10 
37 
3 
5 
5 


-4 
M 
M 
11 
M 
7 
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Company/fiscal  year-end 

Ticker 

Exch 

Stock 

nri^o— 

Ctnrlr  nad 

Price/earnings  ratioi 

price — 

dlUCK  pen VIII Kiiivcr- 

h 

symbol 

5-year 

12-month 

recent 

latest  12  months 

year 

to  date 

latest         1992 

;V. 

high 

low 

high 

low 

price 
change 

relative  to 
market 

price 
change 

relative  to 
market 

12            est 

months 

NationsBank/Dec 

NB 

n 

55 

16 

48 

29 

473/8 

61% 

139 

17% 

117 

62.3           11.2 

Navistar  Intl/Oct 

NAV 

n 

9 

2 

4 

2 

35/8 

-9 

79 

38 

138 

NM             NM 

NBD  Bancorp/Dec 

NBD 

n 

32 

12 

32 

23 

29 

12 

97 

-3 

97 

11.7           10.8 

New  England  Electric/Dec 

NES 

n 

33 

20 

33 

26 

29% 

12 

97 

-7 

93 

10.7           10.8 

NY  State  E&G/Dec 

NGE 

n 

30 

20 

30 

24 

27y8 

5 

91 

-6 

94 

11.5           10.8 

New  York  Times/Dec 

NYTA 

a 

50 

17 

32 

18 

3278 

47 

127 

36 

136 

52.7           40.2 

Newell  Co/Dec 

NWL 

n 

53 

5 

53 

29 

47 

52 

132 

3 

103 

26.0           22.3     J 

Newmont  Miningt/Dec 

NEM 

n 

102 

25 

47 

33 

38y8 

7 

92 

-5 

95 

27.6           24.5     f 

Niagara  Mohawk  Power/Dec 

NMK 

n 

19 

11 

19 

14 

18% 

31 

114 

6 

106 

12.7           11.4     1 

Nicor/Dec 

GAS 

n 

47 

20 

47 

40 

40% 

-2 

85 

-11 

89 

10.9           iO.O     1 

NIKE/May 

NKE 

n 

78 

7 

78 

35 

66% 

49 

129 

-8 

92 

16.2           13.4     *] 

Nipsco  Industries/Dec 

Nl 

n 

27 

8 

27 

20 

2278 

14 

99 

-11 

89 

11.8           11.0     Jl 

Nordstrom/Jan 

NOBE 

0 

53 

16 

53 

31 

363/4 

10 

95 

2 

102 

221            18.1     1 

Norfolk  Southern/Dec 

NSC 

n 

66 

21 

66 

44 

58% 

34 

116 

-1 

99 

NM           14.2      1 

Northeast  Bancorp/Dec 

NBIC 

0 

80 

5 

15 

6 

1272 

11 

96 

92 

192 

NM               NM 

Northeast  Federal/Mar 

NSB 

n 

25 

1 

8 

2 

678 

112 

183 

244 

344 

NM              NA 

Northeast  Utilities/Dec 

NU 

n 

27 

18 

25 

20 

2378 

17 

102 

1 

101 

11.3            11.8 

No  States  Power/Dec 

NSP 

n 

44 

26 

44 

33 

40 

13 

98 

-7 

93 

12.2           13.0 

Northern  Trust/Dec 

NTRS 

0 

54 

15 

54 

36 

5oy4 

40 

122 

2 

102 

14.8 

13.3 

Northrop/Dec 

NOC 

n 

53 

14 

31 

20 

2472 

-15 

74 

-7 

93 

4.3 

5.6 

Norwest/Dec 

NOB 

n 

38 

11 

38 

24 

35y4 

47 

127 

-2 

98 

12.1 

10.9 

Novell/Oct 

NOVL 

0 

65 

3 

65 

23 

59 

141 

209 

-2 

98 

48.0 

37.1 

Nucor/Dec 

NUE 

n 

101 

30 

101 

71 

9672 

26 

109 

8 

108 

32.2 

26.7 

NWNL/Dec 

NWN 

n 

44 

12 

39 

19 

31% 

5 

91 

2 

102 

9.3 

6.2 

Nynex/Dec 

NYN 

n 

92 

58 

82 

68 

7iy4 

0 

86 

-11 

89 

24.1 

11.7 

Occidental  Petroleum/Dec 

OXY 

n 

40 

17 

25 

17 

1972 

5 

91 

9 

109 

18.8 

21.9 

Office  Depot/Dec 

OOP 

n 

57* 

8* 

57 

25 

50y8 

100 

174 

0 

100 

NM 

40.3 

Ogden/Dec 

OG 

n 

45 

15 

24 

18 

2274 

16 

100 

10 

110 

22.0 

15.5 

Ohio  Casualty/Dec 

OCAS 

0 

58 

27 

58 

41 

5672 

30 

113 

14 

114 

9.4 

10.9 

Ohio  Edison/Dec 

OEC 

n 

24 

16 

21 

17 

1972 

6 

92 

-5 

95 

12.2 

11.1 

Oklahoma  GScE/Dec 

OGE 

n 

44 

28 

44 

37 

38ya 

-2 

85 

-12 

88 

11.8 

11.9 

Old  Kent  Financial/Dec 

OKEN 

0 

41 

18 

41 

25 

40y8 

63 

141 

17 

117 

11.6 

Hi 

Old  Republic  Intl/Dec 

OR! 

n 

42 

15 

42 

25 

4iy4 

62 

140 

18 

118 

8.4 

92 

Olin/Oec 

OLN 

n 

68 

28 

54 

37 

50 

16 

101 

24 

124 

NM 

12.4 

Oracle  Systems/May 

ORCL 

0 

28 

4 

21 

7 

15% 

76 

153 

9 

109 

63.5 

21.5 

Oryx  Energy/Dec 

ORX 

n 

55* 

18* 

38 

18 

1872 

-49 

44 

-28 

72 

NM 

NW 

Owens-Corning/Oec 

OCF 

n 

40 

9 

40 

17 

W/i 

37 

119 

53 

152 

NM 

13.1 

Owens-Illinois/Dec 

0! 

n 

NA 

NA 

15* 

10* 

13% 

NA 

NA 

9 

109 

m 

16.4 

Paccar/Dec 

PCAR 

0 

61 

22 

61 

38 

57y4 

43 

124 

19 

119 

494 

21.2 

Pacific  Enterprises/Dec 

PET 

n 

61 

17 

37 

17 

19% 

-46 

47 

-24 

76 

NM 

10.9 

Pacific  G8iE/0ec 

PCG 

n 

33 

14 

33 

25 

W/2 

19 

103 

-6 

94 

13.6 

12.2 

Pacific  Telesis/Dec 

PAC 

n 

52 

23 

45 

39 

39 

-8 

80 

-13 

87 

15.1 

13.1 

PacifiCorp/Dec 

PPW 

n 

25 

13 

25 

21 

2iy4 

-3 

84 

-13 

87 

11.7 

11.6 

PaineWebber  Group/Dec 

PWJ 

n 

27 

7 

27 

13 

24% 

83 

158 

6 

106 

7.9 

9.6 

Pall/July 

PLL 

3 

32 

9 

32 

20 

26% 

24 

108 

-3 

97 

28.4 

24,7 

Panhandle  Eastern/Dec 

PEL 

n 

35 

10 

17 

10 

14% 

3 

89 

-3 

97 

17.3 

14.7 

Paramount  Commun/Oct 

PCI 

n 

66 

30 

48 

36 

45y4 

18 

102 

18 

118 

366 

21.4 

Parker  Hannifin/June 

PH 

n 

49 

19 

36 

24 

35% 

43 

124 

16 

115 

369 

24.4 

'  *Range  is  tor  less  than  period  indicated.    tPrices 

as  originally  reported,  adjusted  for  splits;  performance  irKludes  value  of  special  di$trit)utions.    NA: 

^M  M»M>te. 

NM:  Not 

meaningful.    E:  Estimate.    D-D: 

Deficit  to  deficit. 

D-P;  Deficit  to  profit,    de 

:  Deficit.    Stock  prices  as 

of  Mar.  20. 

1992. 

t 

4 
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Earr 

Divid( 

*nrft. 

.IIU9 

net 

latest 

1991 

estimated 

%  change 

numt)er 

confidence 

indicated 

yield 

payout 

5-year 

profit 

12-month 

EPS 

1992 

•92  vs  '91 

of 

factor  on 

rate 

grovrth 

margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

1.7% 

$0.76 

$0.76 

$4.25 

459% 

33 

average 

$1.48 

31% 

195% 

17% 

def 

-0.75 

-0.77 

-0.20 

D-D 

16 

very  low 

nor)e 

NA 

NA 

NA 

10.8 

2.49 

2.49 

2.68 

8 

25 

high 

1.00 

3.4 

40 

17 

8.6 

2.77 

2.77 

2.75 

-1 

21 

average 

2.08 

7.0 

75 

1 

10.8 

2.36 

2.36 

2.52 

7 

15 

high 

2.12 

7.8 

90 

-3 

2.8 

0.61 

0.61 

.0.80 

31 

20 

low 

0.56 

1.7 

92 

8 

10.0 

1.81 

1.81 

2.11 

17 

17 

very  high 

0.60 

1.3 

33 

33 

15.1 

1.39 

1.39 

1.57 

13 

19 

low 

0.60 

1.6 

43 

1 

7.2 

1.49 

1.49 

1.65 

11 

21 

high 

0.64 

3.4^ 

43 

NA 

7.2 

3.71 

3.71 

4.05 

9 

11 

high 

2.36 

"5.8 

64 

9 

9.7 

4.14 

4.37E 

4.99 

14 

15 

high 

0.60 

0.9 

14 

34 

9.5 

1.94 

1.94 

2.08 

7 

20 

high 

1.24 

5.4 

64 

42 

4.3 

1.66 

1.66 

2.03 

22 

31 

average 

0.32 

0.9 

19 

14 

0.7 

0.20 

0.20 

4.16 

NM 

20 

average 

1.80 

3.1 

NM 

9 

def 

-2.37 

-2.37 

-1.00 

D-D 

1 

NM 

none 

NA 

NA 

NA 

1.7 

-0.37 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

8.6 

2.12 

2.12 

2.02 

-5^ 

18 

average 

1.76 

7.4 

83 

0 

10.2 

3.29 

3.29 

3.08 

-6 

20 

average 

2.42 

6.1 

74 

7 

10.1 

3.43 

3.43 

3.82 

11 

11 

high 

0.96 

1.9 

28 

18 

4.7 

5.69 

5.69 

4.40 

-23 

15 

average 

1.20 

4.9 

21 

0 

9.0 

2.95 

2.95 

3.29 

12 

27 

high 

1.00 

2.8 

34 

13 

25.9 

1.23 

1.10 

1.59 

45 

33 

average 

none 

NA 

NA 

NA 

4.4 

3.00 

3.00 

3.61 

20 

17 

average 

0.52 

0.5 

17 

12 

3.5 

3.40 

3.40 

5.11 

50 

9 

average 

1.40 

4.4 

41 

10 

4.5 

2.98 

2.98 

6.16 

107 

30 

high 

4.56 

6.4 

153 

7 

3.1 

1.04 

1.04 

0.89 

-14 

30 

very  low 

1.00 

5.1 

96 

-16 

1.1 

0.54 

0.54 

1.25 

131 

13 

average 

none 

NA 

NA 

NA 

2.8 

l.Cl 

1.01 

1.44 

43 

9 

very  high 

1.25 

5.6 

124 

6 

6.3 

6.02 

6.02 

5.18 

-14 

19 

average 

2.68 

4.7 

45 

5 

11.2 

1.60 

1.60 

1.75 

9 

22 

average 

1.50 

7.7 

94 

-7 

10.2 

3.27 

3.27 

3.24 

-1 

21 

average 

2.66 

6.9 

81 

4 

10.8 

3.47 

3.47 

3.60 

4 

12 

high 

1.24 

3.1 

36 

10 

9.5 

4.95 

4.95 

4.54 

-8 

3 

high 

0.74 

1.8 

15 

6 

def 

-0.92 

-0.92 

4.05 

D-P 

11 

high 

2.20 

4.4 

NM 

10 

3.1 

0.25 

0.46E 

0.74 

61 

18 

low 

none 

NA 

NA 

NA 

1.3 

0.08 

0.08 

0.16 

100 

29 

very  low 

1.20 

6.5 

NM 

NA 

def 

-12.17 

-12.17 

2.61 

D-P 

12 

low 

none 

NA 

NA 

NA 

def 

-3.25 

-3.25 

0.80 

D-P 

4 

low 

none 

NA 

NA 

NA 

1.7 

1.17 

1.17 

2.73 

133 

13 

average 

1.00 

1.7 

85 

0 

def 

-1.45 

-1.45 

1.82 

D-P 

15 

low 

none 

NA 

NA 

NA 

10.5 

2.24 

2.24 

2.50 

12 

23 

average 

1.76 

5.8 

79 

-3 

10.3 

2.58 

2.58 

2.98 

16 

30 

high 

2.14 

5.5 

83 

9 

12.7 

1.86 

1.86 

1.87 

1 

26 

average 

150 

6.9 

81 

12 

4.8 

3.15 

3.15 

2.60 

-17 

8 

low 

040 

1.6 

13 

1 

12.1 

0.93 

0.92 

1.07 

16 

15 

high 

036 

1.4 

39 

22 

3.5 

0.86 

0.86 

1.01 

17 

20 

average 

0.80 

5.4 

93 

-22 

3.6 

1.25 

1.03 

2.14 

108 

27 

average 

0.80 

1.7 

64 

3 

1.9 

0.96 

1.23 

1.45 

18 

23 

average 

0.92 

2.6 

% 

4 

Sources:  William  O'Neil  i  Co.;  Wilshire  Associates;  The  Institutional  Brokers  Estimate  System,  a  service  of  IBES,  Inc.  via  Lotus  One  Source:  Fort)es. 
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1 

WALL  STREET 

THE  FORBES  SOOs 

^M 

■ 

■ 

■1 

^H 

■ 

Company/fiscal  year-end 

Ticker 

Exch 

^^~ 

Stock 

nf  i^A 

Ctrwk  nar 

tsm9w%'%r*^t^ 

Price/eami 

price— 

OlOCK  periviiiKiiivc— 

ngs  ratios 

symbol 

5-year 

12-month 

recent 

latest  12  months 

year 

to  date 

latest 

1992           Kl 

high 

low 

high 

low 

price 

relative  to 

price 

relative  to 

12 

est            jtf 

km- 

change 

market 

change 

market 

months 

«! 

Penn  CentraI'Dec 

PC 

n 

34 

15 

27 

22 

24 

1% 

87 

-8% 

92 

NM 

12.5             I 

Penn  Traffic/Jan 

PNF 

a 

34* 

12* 

34 

19 

3378 

76 

152 

29 

129 

NM 

NM              1 

JC  Penney/Jan 

JCP 

n 

76 

37 

68 

47 

67y8 

30 

113 

22 

122 

34.1 

13.4     1       I 

Pennsylvania  P&L/Dec 

PPL 

n 

53 

29 

53 

43 

48% 

12 

97 

-7 

93 

12.2 

11.7 

Pennzoil/Dec 

PZL 

n 

95 

39 

77 

44 

43% 

-40 

52 

-22 

78 

25.3 

27.3 

People's  Bank/Dec 

PBCT 

0 

10* 

2* 

7 

2 

bVs 

21 

104 

173 

273 

NM 

NA 

Peoples  Energy/Sep 

PGL 

n 

28 

14 

28 

22 

25% 

12 

97 

-3 

97 

12.0 

11.2 

PepsiCo/Dec 

PEP 

n 

36 

9 

36 

27 

32% 

0 

87 

-3 

97 

24.4 

18.5 

Pet/June 

PT 

n 

NA 

NA 

24* 

15* 

19 

NA 

NA 

-20 

80 

20.0 

18.5 

Pfizer/Dec 

PFE 

n 

87 

21 

87 

50 

71 

37 

118 

-15 

84 

33.3 

22.1 

Phelps  Dodget/Dec 

PD 

n 

85 

21 

85 

58 

84y4 

28 

111 

26 

126 

10.7 

11.4 

PHH/Apr 

PHH 

n 

45 

18 

37 

26 

3378 

24 

107 

4 

104 

12.1 

10.7 

Philadelphia  Elec/Dec 

PE 

n 

26 

15 

26 

19 

UV2 

26 

110 

-5 

95 

11.4 

10.9 

Philip  Morris  Cos/Dec 

MO 

n 

83 

19 

83 

62 

W/b 

11 

96 

-4 

96 

18.2 

13.9 

Phillips  Petroleum/Dec 

P 

n 

31 

10 

30 

22 

23% 

-17 

72 

-1 

99 

62.8 

17.3 

PHM/Oec 

PHM 

n 

32 

6 

32 

12 

28y4 

104 

176 

22 

122 

16.8 

13.4 

Pinnacle  West/Dec 

PNW 

n 

33 

5 

18 

10 

171/2 

63 

141 

1 

101 

NM 

11.2 

Pioneer  Hi-Bred  Intl/Aug 

PHYB 

0 

75 

24 

75 

45 

67 

47 

128 

-10 

90 

18.8 

17.7 

Pitney  Bowes/Dec 

PBI 

n 

70 

27 

70 

49 

68y4 

39 

120 

8 

108 

18.5 

16.7 

Pittston/Dec 

PCO 

n 

22 

9 

21 

15 

i5y8 

-15 

74 

-9 

91 

NM 

9.7 

PNC  Financial/Dec 

PNC 

n 

52 

16 

52 

29 

49 

65 

143 

4 

104 

12.4 

11.4 

Polaroid/Dec 

PRD 

n 

50 

17 

32 

23 

29y4 

23 

106 

12 

112 

2.4 

12.3 

Policy  Management  Sys/Dec 

PMS 

n 

73 

15 

73 

43 

69y2 

44 

125 

5 

105 

31.5 

27.3 

Potomac  Electric/Dec 

POM 

n 

25 

18 

25 

20 

23 

9 

94 

-i 

92 

12.3 

117 

PPG  Industries/Dec 

PPG 

n 

62 

28 

62 

45 

61  y2 

29 

112 

22 

122 

32.4 

18.6 

Premark  Intl/Dec 

PMI 

n 

50 

13 

50 

21 

46% 

116 

187 

15 

115 

144 

12.4 

Premier  Bancorp/Dec 

PRBC 

0 

10 

3 

8 

4 

8 

78 

154 

25 

125 

13.6 

8.4 

Premier  Industrial/May 

PRE 

n 

34 

14 

34 

25 

33% 

30 

113 

16 

116 

26.7 

21.9 

Price  Co/Aug 

PCLB 

0 

65 

24 

65 

44 

48y4 

8 

94 

-3 

97 

17.9 

175 

Primerica/Dec 

PA 

n 

43 

17 

43 

27 

39% 

35 

117 

0 

100 

9i 

8.6 

Procter  &  Gamble/June 

PG 

n 

107 

30 

107 

76 

iooy2 

22 

106 

7 

107 

20.2 

19.3 

Progressive/Dec 

PGR 

n 

62 

22 

62 

44 

47% 

-16 

73 

-11 

89 

39.3 

13.8 

Provident  Life  &  Ace/Dec 

PACCB 

0 

30 

11 

25 

17 

22y2 

-1 

86 

-3 

97 

8.9 

7.5 

Public  Service  Colo/Dec 

PSR 

n 

27 

17 

27 

21 

26y4 

15 

100 

-3 

97 

10.6 

10.9 

Public  Service  NH/Oec 

PCNHQ 

0 

NA 

NA 

NA 

NA 

I9y8 

NA 

NA 

4 

104 

NA 

NA 

Pub  Svc  Enterprise/Dec 

PEG 

n 

30 

20 

30 

25 

26% 

0 

86 

-9 

91 

11.1 

10.8 

Puget  Sound  Bancorp/Dec 

PSNB 

0 

39 

13 

39 

20 

38y8 

90 

164 

49 

149 

14.0 

13.1 

Puget  Sound  P&L/Dec 

PSD 

n 

27 

18 

27 

21 

24% 

14 

99 

-8 

92 

11.1 

11.0 

Quaker  Oatst/June 

OAT 

n 

76 

28 

76 

51 

58% 

16 

101 

-21 

79 

17.7 

16.5 

Quantum  Chemicalt/Dec 

CUE 

n 

105 

8 

17 

9 

i5y8 

3 

90 

24 

124 

NM 

NM 

Questar/Dec 

STR 

n 

25 

13 

25 

18 

isy. 

3 

89 

-12 

88 

11.5 

112 

Ralston  Purina/Sep 

RAL 

n 

60 

29 

60 

48 

52% 

-6 

81 

-7 

93 

15.9 

14  1 

Raytheon/Dec                                 RTN  n             47       29      47      37       46y4               14              99  11  HI  10.3  9.6 

Reader's  Digest  Assn/iune                RDA  n             50*     21*     50      31       iV/2               51             131  -2  98  25.8  24.4 

Reebok  International/Dec                 RBK  n             36        7      36      21       32%               42             123  -2  98  13.7  117 

Reliance  Group/Dec                         REL  n             12        4        7       4         5'^             -16              72  24  124  Ml  14.7 

Republic  New  York/Dec                    RNB  n             48       24      48      37       40%               12              97  -13  87  104  96 

Reynolds  Metals/Dec                       RLM  n             70       28      65      46       bV/t              -2              85  5  105  22.1  215 

|*Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported,  adjusted  tor  splits;  performance  includes  value  of  special  distributtons.    NA:  Not  waitabti.    NM:  Not 

meaningful.    E:  Estimate.    D-D;  Deficit  to  deficit.  D-P:  Deficit  to  profit,    def:  Deficit.    Stock  prices  as  of  Mat.  20.  1992. 
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J"? 

nivi(f..w4. 

' 

latest 

1991 

estimated 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

'1      IXM 

12-fnonth 

EPS 

1992 

•92vs'91 

of 

factor  on 

rate 

growth 

' 

1       margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

1          0.2% 

$0.05 

(0.05 

$1.92 

NM 

3 

low 

$0.80 

33% 

NM 

NM 

def 

-1.03 

-1.03 

0.22 

0-P 

3 

very  low 

none 

NA 

NA 

W 

• 

1.6 

1.97 

1.97 

501 

154% 

28 

average 

2,64 

3.9 

134% 

16% 

s 

13.6 

4.01 

4.01 

4.19 

4 

18 

very  high 

3iO 

6.5 

80 

4 

1 

2.8 

1.73 

1.73 

1.60 

-8 

20 

very  low 

3.00 

6.9 

173 

3 

t 

def 

-279 

-2.79 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

i 

6.3 

2.15 

2.05 

231 

13 

10 

average 

176 

6.8 

82 

4 

5.5 

1.35 

1.35 

1.78 

32 

28 

high 

0.48 

15 

36 

20 

54 

095 

0.39 

1.03 

164 

12 

high 

0.24 

13 

25 

NA 

. 

10.4 

2.13 

2.13 

3.21 

51 

40 

high 

1.48 

2.1 

69 

10 

I 

Hi 

7.86 

7.86 

7.39 

-6 

23 

kw 

3.00 

3.6 

38 

» 

24 

281 

2.93E 

3.17 

8 

4 

high 

120 

3.5 

43 

1 

13.4 

2.15 

2.15 

22A 

4 

23 

average 

1.30 

5.3 

60 

-16 

U 

424 

4.24 

5.55 

31 

34 

very  high 

210 

27 

50 

25 

OJ 

0.38 

0.38 

1.38 

263 

35 

low 

1.12 

4.7 

NM 

19 

3.5 

171 

1.71 

2.15 

26 

6 

average 

012 

04 

7 

0 

1 

def 

-2.15 

-215 

1.57 

0-P 

17 

low 

none 

NA 

NA 

NA 

} 

9.6 

3.57 

3.44 

3.78 

10 

9 

average 

116 

17 

32 

6 

1 

8.9 

3.69 

3.69 

4.08 

11 

15 

high 

1.56 

2.3 

42 

IS 

def 

-0.77 

-0.77 

1.59 

D-P 

10 

average 

0.20 

1.3 

NM 

0 

8.9 

3.95 

3.95 

4.31 

9 

29 

higti 

212 

4.3 

54 

10 

33.0 

12.54 

12.54 

241 

-81 

16 

average 

0.60 

2.0 

5 

0 

11.5 

2il 

2il 

2.55 

15 

13 

high 

none 

NA 

NA 

NA 

13.5 

1.87 

187 

1.96 

5 

24 

average 

160 

70 

86 

12 

T 

3.6 

1.90 

190 

3.30 

74 

19 

average 

1.84 

3.0 

97 

12 

3.6 

3i5 

3.25 

3.79 

17 

10 

average 

0.84 

1.8 

26 

27 

3.9 

0.59 

0.59 

095 

61 

1 

NM 

none 

NA 

NA 

NA 

11.6 

1.27 

1.35E 

1.55 

15 

9 

average 

048 

14 

38 

22 

2.0 

2.73 

2.68 

2.78 

4 

16 

average 

none 

NA 

NA 

NA 

U 

4.27 

4.27 

457 

7 

16 

average 

050 

1.3 

12 

17 

1 

63 

4.98 

492 

5.21 

6 

19 

high 

2.00 

2.0 

40 

12 

22 

li2 

1.22 

347 

184 

11 

kw 

056 

1.2 

46 

14 

4.1 

2.53 

2.53 

3.00 

19 

15 

average 

100 

44 

40 

10 

8.3 

248 

2.48 

2.41 

-3 

18 

average 

200 

7.6 

81 

0 

9.8 

NA 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

107 

243 

2.43 

249 

2 

24 

average 

216 

80 

89 

2 

9.8 

275 

2.75 

294 

7 

8 

very  high 

104 

2.7 

38 

3 

13.9 

221 

221 

2.24 

1 

14 

high 

176 

71 

80 

0 

46 

332 

3.05 

3.58 

17 

28 

very  high 

172 

29 

52 

16 

def 

-4.26 

-4.26 

-133 

D-0 

19 

verykwr 

none 

NA 

NA 

NA 

10.1 

1.63 

1.63 

1.67 

2 

10 

average 

1.02 

5.4 

63 

1 

5.2 

331 

3.34 

3.74 

12 

26 

high 

120 

2.3 

36 

14 

,': 

64 

448 

4.48 

4  85 

8 

26 

venihigh 

130 

28 

29 

10 

9.0 

1.84 

1.74 

1.95 

12 

15 

high 

1.00 

21 

54 

NA 

8.6 

237 

2.37 

2.77 

17 

12 

average 

0.30 

09 

13 

6 

def 

-200 

-200 

0.35 

D-P 

2 

NM 

032 

6i 

NM 

12 

9.0 

395 

3.95 

425 

8 

10 

wykigh 

100 

2.4 

25 

5 

2.7 

2.60 

2.60 

267 

3 

30 

verykM 

180 

3.1 

69 

26 

Sources.  William  O'Neil  i  Co.;  Wilshire  Associates;  The  institutional  Broken  Estimate  System,  a  service  of  IBES.  Inc.  m  Lotus  One  Source:  Fories. 
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WALL  STREET 


THE  FORBES  SOOs 


Company/iiscai  year-end  Ticker         Excb 

symbol 


Rhone-Poulenc  Rorer/Dec  RPR  n 

Riggs  National/Dec  RIGS  o 

Rite  Aid/Feb  RAD  n 

RJR  Nabisco/Dec  RN  n 

Roadway  Services/Dec  ROAD  o 

Rochester  Community/Nov  RCSB  o 

Rochester  Telephone/Dec  RTC  n 

Rockwell  Intl/Sep  ROK  n 

Rohm  &  Haas/Dec  ROH  n 

Rouse/Dec  ROUS  o 

Rubbermaid/Dec  RBD  n 

Russell/Dec  RML  n 

Ryder  System/Dec  R  n 

Ryland  Group/Dec  RYL  n 

Safeco/Dec  SAFC  o 

Safety-Kleen/Dec  SK  n 

Safeway/Dec  SWY  n 

St  Jude  Medical/Dec  STJM  o 


-Stock  price- 


5-year      12-month     recent 
high    low  high    low 


-Stock  performance- 


latest  12  months 
price      relative  to 
change       market 


year  to  date 
price      relative  to 
change       market 


Price/earnings  ratios 
latest         1992 
12  est 

months 


69 

34 

24 

13* 

77 

19 

46 
31 
53 
30 
38 
40 

43 

33 

50 

38 

22* 

56 


10 
4 
14 


69     39 


12 
24 


6*     13 

23      77 

5      11 


4 
17 

9 
46 

5 


19 
14 
24 
11 
10 
11 

12 
10 
23 
15 
10* 
4 


34  28 

28  24 

52  35 

22  14 

38  24 

40  22 

25  16 

28  17 

50  36 

37  22 


22 
56 


15 
40 


571/8 
778 

20y8 
9% 

74y2 
SVs 

31% 
25% 
5iy4 

I4y4 

3278 
36% 

241/2 
251/8 
471/8 
2374 
1674 
4674 


40% 
-25 

-5 
-19 

56 
0 

11 
-5 
11 
-21 
33 
52 

43 
26 
24 
-26 
-8 
4 


121 
65 
82 
70 

135 
87 

96 
83 
96 
68 
115 
131 

124 
109 
108 
64 
80 
90 


-12% 
85 
-4 
-9 
21 
35 

-3 

-6 

18 

-20 

-14 

2 

21 
8 

-3 

-8 

-6 

-16 


Sara  Lee/June  SLE  n  58  13  58  38 

Scana/Dec  SCG  n  44  27  44  36 

SCEcorp/Dec  SCE  n  47  28  47  38 

Schering-Plough/Dec  SOP  n  68  16  68  47 

Charles  Schwab/Dec  SCH  n  37*  4*  37  12 

Scott  Paper/Dec  SPP  n  53  28  45  30 

EW  Scripps/Dec  SSP  n  27*  13*  27  19 

Seagate  Technology/June  SGAT  0  46  6  20       7 

Sears,  Roebuck/Oec  S  n  60  22  48  32 

Security  Pacific/Dec  SPC  n  55  17  40  21 

Sequa/Dec  SQAA  n  88  39  60  39 

Service  Corp  Intl/Dec  SRV  n  32  13  28  21 

Service  Merchandiset/Dec  SME  n  18  2  16       7 

SFFed  Corp/Dec  SFFD  0  22  4  12       7 

Shaw  Industries/June  SHX  n  29  3  29  12 

Shawmut  National/Dec  SNC  n  32  3  16       4 

Sherwin-Williams/Dec  SHW  n  30  10  30  21 

ShopKo  Stores/Feb  SKO  n  NA  NA  17*  12* 

Sigma-Aldrich/Dec  SIAL  0  54  15  54  34 

Signet  Banking/Dec  SBK  n  43  7  31  12 

Smith's  Food  &  Drug/Dec  SFD  n  44*  21*  44 

Snap-on  Tools/Dec  SNA  n  47  24 

Society/Dec  SOCI  0  60  24 

Society  for  Savings/Dec  SOCS  0  24  3 


30 
40  28 
60  38 
10       5 


5178 
391/8 
4174 
567. 
3678 
4278 

247. 
151/8 
471/4 
391^ 
431/4 
271/4 

151/i 
IP.^ 
261^ 
15% 
28% 
16% 

421/4 

28% 

38% 

391/4 

57 

101/4 


33 
9 
7 
16 
196 
9 

25 
7 

45 

67 

-27 

9 

100 
24 
106 
166 
32 
NA 

23 
129 
-3 
25 
52 
52 


115 
94 
92 
100 
256 
94 

109 
93 
125 
145 
64 
94 

173 
108 
178 
230 
115 
NA 

107 
198 
84 
108 
132 
132 


-10 
-12 
-11 
-14 
21 
22 

3 

66 

25 

32 

1 

1 

44 
23 
51 
69 
7 
27 

-20 
26 
11 
21 
15 
64 


185 
96 
91 
121 
135 

97 
94 

118 
80 
86 

102 

121 
108 
97 
92 
94 
84 


90 
88 
89 
86 
121 
121 

103 
166 
125 
132 
101 
101 

144 
123 
151 
169 
107 
127 

80 
126 
111 
121 
115 
164 


24.1 
NM 
14.4 
44.3 
22.8 
NM 

13.2 
10.3 
20.9 
NM 
32.2 
26.4 

NM 
47.4 
114 
26.4 
24.3 
26.7 


17.8 
11.6 
13.0 
18.9 
28.8 
NM 

28.5 
NM 

12.7 
NM 
NM 

17.7 

13.6 
6.1 

42.7 
NM 

198 
7.0 

26.6 

m 

233 
224 

116 

Ml 


18.7 
31.5 
12.6 
16.0 
19.9 
8.1 

15.1 
10.3 
17.3 
11.4 
28.1 
17.8 

18.6 
lU 
11.4 
21.6 
12.0 
21,5 


St  Paul  Bancorp/Dec 

SPBC 

0 

20* 

6* 

17 

10 

I61/4 

38 

120 

23 

123 

7.2 

7.3 

St  Paul  Cos/Oec 

SPK 

n 

76 

38 

76 

57 

71% 

6 

92 

-2 

98 

7.7 

8.9 

Sallie  Mae/Dec 

SLM 

n 

76 

24 

76 

48 

64% 

33 

115 

-12 

88 

18.3 

14.7 

Salomon/Dec 

SB 

n 

40 

17 

37 

21 

281/2 

5 

91 

-7 

93 

7.3 

8.2 

San  Diego  G&E/Dec 

SDO 

n 

46 

28 

46 

37 

431/4 

-4 

83 

-4 

96 

12.3 

12.3 

Santa  Fe  Pacifict/Dec 

SFX 

n 

65 

5 

14 

7 

121/2 

72 

149 

-11 

89 

23,2 

14.7 

21.3 
11.4 
11.4 
16.0 
21.4 
16.2 

22.3 
NM 
10.7 
13.4 
15.6 
15.8 

11.1 
5.6 
27.3 
364 
17.2 
10.3 

23.0 
103 
20.5 
16.9 
109 
20.5 


•Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported,  adjusted  for  splits;  perfornwnce  includes  value  of  specMl  dstnbotions.    tEarrungs  rvporttd  aftw 
Mar.  20.  1992.    NA:  Not  available.    NM;  Not  meaningful.    E:  Estimate.    D-0:  Deficit  to  deficit.    D-P:  Deficit  to  profit,    def:  Deficit.    Stock  pnces  «  of  M»,  20.  1992. 
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net 
profit 
margin 

8.5% 

def 

3.2 

2.5 

4.0 

def 

10.4 
5.0 
5.9 
0.4 
9.8 
7.1 

0.3 
0.8 
8.2 
7.4 
0.5 
40.0 

7.9 

9.3 
10.6 

5.5 
11.6 

4.1 

5.6 
11.8 

9.4 
17.9 

6.2 

def 

5.0 
def 
2.2 
def 
def 
11.4 


latest 

12-month 

EPS 

$2.37 
-4.79 

1.43 

0.22 

3.27 
-2.24 

2.36 
2.51 
2.45 
0.05 
1.02 
1.38 

0.05 
0.53 
4.14 
0.90 
0.69 
1.75 

2.26 
9.35 
3.55 
3  90 
3.53 
0.54 

2.91 
3.37 
3.21 
3.01 
1.27 
-0.95 

0.87 
-0.19 

3.71 
-6.37 
-1.02 

1.54 


1991 
EPS 


$2,37 

-4.79 

1.43t 

0.22 

3.27 

-2.24 

2.36 
2.57 
2.45 
0.05 
102 
1.38 

0.05 
0.53 
4.14 
0.90 
0.69 
1.75 

2.26 
9.35 
3.55 
3.90 
3.53 
0.54 

2.15 
3.37 
3.21 
3.01 
1.27 
-0.95 

0.87 
0.95 
3.71 
-6.37 
-1.02 
1.54 


-Earnings- 


-Dividends- 


estimated 
1992 
EPS 

$3.05 
0.25 
1.64 
0.61 
3.74 
1.00 

2.07 
2.50 
2.97 
1.30 
1.17 
2.05 

1.32 
1.90 
4.14 
1.10 
1.40 
2.17 

2.24 
8.03 
4.41 
3.48 
3.53 
0.85 

2.44 
3.43 
3.65 
3.55 
1.71 
2.62 

1.11 
0.10 
4.41 
2.95 
2.77 
1.73 


%  change 

•92vs'91 

EPS 

29% 
D-P 

15 
177 

14 
D-P 

-12 
-3 
21 
NM 
15 
49 

NM 

258 

0 

22 
103 

24 


-14 
24 

-11 

0 

57 

13 
2 
14 
18 
35 
0-P 

28 
-89 

19 
D-P 
D-P 

12 


number 

of 
analysts 

11 

1 

12 
25 
15 

2 

15 
22 
22 
2 
17 
17 

16 
11 
25 
23 
11 
18 

7 
.24 
19 

6 
17 
16 

26 
16 
26 
37 
5 
24 

5 
16 
18 
14 

2 

9 


confidence 
factor  on 
estimate 

average 

NM 

high 

average 

average 

NM 

high 

average 

average 

NM 

very  high 

average 

average 

low 

average 

average 

high 

high 

average 
average 
average 
low 
high 
average 

very  high 

high 

very  high 

very  high 

average 

average 

average 
very  low 
average 
low 
NM 
average 


indicated 
rate 


$0.56 
none 
0.55 
none 
120 
none 

1.54 
0.92 
1.24 
0.60 
0.34 
0.32 

0.60 
0.60 
1.48 
0.34 
none 
none 

0.40 
2.72 
1.00 
0.64 
2.88 
0.10 

1.00 
2.68 
2.72 
1.32 
0.16 
0.80 

040 
none 
2.00 
none 
0.60 
0.56 


yield 


1.0% 

NA 

2.7 

NA 

1.6 

NA 

4.9 
3.6 
24 
4.1 
1.0 
0.9 

24 
24 
3.1 
14 
NA 
NA 

2.5 

3.8 

1.5 

2.2 

6.7  _ 

0.8 

1.9 
6.8 
6.5 
2.3 
0.4 
1.9 

1.6 
NA 
4.2 
NA 
14 
21 


payout 


24% 

NA 

40 

NA 

37 

NA 

65 
37 
51 
NM 
33 
23 

NM 
113 
36 
38 
NA 
NA 

18 
29 
28 
16 
82 
19 

34 
80 
85 
44 
13 
NM 

46 
NA 
54 
NA 
NM 
36 


5-year 

growth 

rate 

6% 
NA 
10 
NA 

3 
NA 

3 

7 

9 

7 

18 
14 

3 
16 
14 
19 
NA 
NA 

39 

11 

52 
0 
2 
0 

19 
3 
6 
24 
NA 
10 

38 
NA 

0 
NA 

0 
12 


f                2.2 

1.14 

1.14 

140 

23 

11 

average 

none 

NA 

NA 

NA 

4.5 

1.89 

1.89 

2.05 

8 

4 

average 

none 

NA 

NA 

NA 

2.2 

0.62 

0.58 

0.97 

67 

11 

average 

0.30 

11 

48 

16 

def 

-2.35 

-2.35 

0.43 

D-P 

16 

very  low 

none 

NA 

NA 

NA 

5.0 

145 

145 

1.67 

15 

13 

high 

0.44 

1.5 

30 

10 

3.1 

2.35 

2.35t 

1.59 

-32 

4 

high 

0.44 

2.7 

NA 

NA 

13.5 

1.60 

1.60 

1.85 

16 

13 

very  high 

0.25 

0.6 

16 

9 

def 

-0.95 

-0.95 

2.80 

OP 

10 

low 

0.80 

28 

NM 

-13 

2.0 

1.65 

1.65 

1.87 

13 

11 

average 

0.44 

1.1 

27 

NA 

8.3 

1.75 

1.75 

2.32 

33 

17 

average 

1.08 

28 

62 

11 

101 

4.90 

4.90 

521 

6 

15 

average 

196 

34 

40 

13 

def 

-5.42 

-5.42 

0.50 

DP 

1 

NM 

none 

NA 

NA 

NA 

Sources:  William  O'Neil  A  Co. 

Wilshire  Associates: 

The  Institutional  Brokers  Estimate  System,  a  service 

oflBES.Inc. 

via  Lotus  One  Source:  Forbes. 
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Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high    low 

Stock 
12-n» 
high 

nririk— 

Ct/w>l>  n<»4nnn.>r<^a_ 

Pricc/eamir 
latest 

12 
monttts 

onth 
low 

recent 

latest  12  months 
price      relative  to 
change       market 

year  to  date 
price      relative  to 
change       market 

igs  ratios         ^ 

1992       ; 

Sonat/Dec 

SNT 

n 

56 

22 

47 

29 

30% 

-30% 

61 

-7% 

93 

20.0 

14.4 

Sonoco  Products/Dec 

SONO 

0 

43 

18 

43 

29 

37^^ 

3 

89 

9 

109 

17.1 

m 

Southern  Co/Dec 

SO 

n 

35 

18 

35 

26 

3178 

14 

99 

-7 

93 

11.5 

11.3 

Southern  Natl/Dec 

SNB 

n 

16 

8 

16 

11 

13% 

22 

105 

-4 

96 

9.8 

9.1 

So  New  Eng  Telecom/Dec 

SNG 

n 

47 

22 

35 

29 

30% 

-8 

79 

-4 

96 

14.8 

12i 

SouthTrust/Dec 

SOTR 

0 

26 

9 

26 

12 

21% 

76 

152 

-13 

87 

10.2 

9.3 

Southwest  Airlines/Dec 

LUV 

n 

42 

8 

42 

22 

3874 

51 

131 

12 

112 

60.7 

21.4 

Southwest  Gas/Dec 

SWX 

n 

27 

9 

18 

9 

WA 

-24 

66 

18 

118 

m 

9.7 

Southwestern  Bell/Dec 

SBC 

n 

66 

28 

66 

49 

58% 

9 

94 

-9 

91 

15.3 

14.2 

Southwestern  Pub  Svc/Aug 

SPS 

n 

34 

22 

34 

28 

30% 

8 

93 

-10 

90 

12.5 

12.1 

Spiegel/Dec 

SPGW 

0 

27* 

6* 

21 

11 

14^^ 

-11 

77 

9 

109 

43.9 

16.5 

Springs  Industries/Dec 

SMI 

n 

45 

17 

40 

25 

38% 

47 

128 

21 

121 

24.9 

14.4 

Sprint/Dec 

FON 

n 

46 

12 

32 

21 

22 

-8 

79 

-7 

93 

13.1 

11.3      1 

Standard  Fedl  Bank/Dec 

SFB 

n 

21 

5 

21 

10 

18% 

96 

170 

3 

103 

9.0 

''      1 

Stanley  Works/Dec 

SWK 

n 

48 

21 

48 

34 

46% 

30 

113 

13 

113 

20.0 

16.7      * 

Star  Banc/Dec 

STRZ 

0 

32 

15 

32 

20 

29% 

39 

120 

18 

118 

13i 

12.4 

State  Street  Boston/Dec 

STBK 

0 

66 

17 

66 

41 

6iy4 

31 

113 

-5 

95 

16.5 

15.6 

Stone  Container/Dec 

STO 

n 

40 

8 

33 

13 

3072 

130 

199 

18 

118 

NM 

44.9 

Stop  &  Shop  Cos/Jan 

SHP 

n 

NA 

NA 

18* 

11* 

15% 

NA 

NA 

14 

114 

18.5 

12.4 

Storage  Technology/Dec 

STK 

n 

78 

9 

78 

30 

68% 

128 

197 

71 

171 

293 

20.6 

Stride  Rite/Nov 

SRR 

n 

32 

3 

32 

19 

27 

41 

122 

-7 

93 

21.1 

17.7 

Stryker/Dec 

STRY 

0 

52 

4 

52 

19 

37% 

99 

172 

-25 

75 

53.9 

41.5 

Sumitomo  Bank  Calif/Dec 

SUMI 

0 

35 

18 

33 

20 

25% 

-5 

83 

12 

112 

4.9 

7.1 

Summit  Bancorp/Dec 

SUBN 

0 

30 

8 

17 

11 

15% 

38 

119 

27 

126 

15.5 

12.9 

Sun  Cot/Dec 

SUN 

n 

73 

26 

35 

26 

27% 

-16 

73 

-9 

91 

m 

14.3 

Sun  Microsystems/June 

SUNW 

0 

39 

11 

39 

21 

30% 

2 

88 

7 

107 

15.7 

15.2 

Sundstrand/Dec 

SNS 

n 

47 

18 

47 

28 

44% 

44 

125 

20 

120 

14.7 

13.1 

SunTrust  Banks/Dec 

STI 

n 

40 

17 

40 

26 

38% 

40 

122 

-4 

96 

m 

122 

Sunwest  Financial/Dec 

SFSI 

0 

34 

10 

34 

13 

31% 

139 

207 

54 

154 

23.8 

18.0 

Super  Food  Services/Aug 

SFS 

n 

22 

10 

18 

11 

11% 

-31 

60 

-24 

76 

10.8 

9.3 

Super  Valu  Stores/Feb 

SVU 

n 

30 

16 

30 

24 

25% 

-8 

80 

-7 

93 

9.2 

10.8 

Surgical  Care  Affils/Dec 

SCAF 

0 

46 

1 

46 

19 

40 

104 

177 

-9 

91 

m 

51.3 

Sysco/June 

SYY 

n 

48 

11 

48 

35 

45% 

29 

112 

-2 

98 

762 

242 

T2  Medical/Sep 

TSQM 

0 

68* 

5* 

68 

21 

47% 

89 

164 

-18 

82 

42.0 

32.5 

Tambrands/Dec 

TMB 

n 

71 

22 

71 

50 

64% 

27 

110 

-i 

96 

33.4 

20.6 

Tandem  Computers/Sep 

TDM 

n 

38 

9 

18 

10 

12% 

0 

87 

11 

111 

Ml 

305 

Tandy/June 

TAN 

n 

57 

23 

37 

23 

29% 

-4 

84 

3 

103 

13.6 

11.0 

TCF  Financial/Dec 

TCB 

n 

22* 

6* 

22 

13 

20% 

53 

132 

5 

104 

13.4 

8.0 

TECO  Energy/Dec 

TE 

n 

42 

20 

42 

33 

38 

IS 

100 

-9 

91 

149 

14.2 

Tele-Communications/Dec 

TCOMA 

0 

22 

8 

18 

13 

17 

12 

97 

0 

100 

Ml 

Ml 

Teledynet/Dec 

TOY 

n 

78 

12 

27 

17 

26% 

22 

106 

37 

137 

Ml 

143 

Temple-lnland/Dec 

TIN 

n 

58 

18 

58 

35 

55% 

51 

131 

8 

108 

m 

\b2 

Tenneco/Dec 

TGT 

n 

71 

27 

47 

27 

39% 

-11 

77 

25 

125 

m 

15.4 

Texacot/Dec 

TX 

n 

70 

23 

70 

56 

57 

-11 

77 

-7 

93 

124 

13.3 

Texas  Instruments/Dec 

TXN 

n 

80 

23 

48 

26 

34% 

-9 

79 

11 

111 

Ml 

17.S 

Texas  Utilities/Dec 

TXU 

n 

43 

-25 

43 

34 

38% 

4 

90 

-i 

92 

Ml 

109 

Textron/Dec 

TXT 

n 

40 

17 

40 

29 

38% 

22 

106 

-4 

96 

lli 

99 

Time  Warner/Dec 

TW( 

n 

183 

66 

125 

78 

103% 

0 

86 

18 

118 

Ml 

Mi 

•Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported,  adjusted  tor  splits;  peffortnance  includes  wlue  of  specul  distributions.    tEjmm^  rapofM  lAw 
Mar.  20,  1992.    NA:  Not  available.    NM:  Not  meaningful.    E:  Estimate.    0-D:  Deficit  to  deficit.    D-P  Oficit  to  profit     def  Deficit.    Stock  prices  «s  d  M».  20. 1992. 
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PrX) 

Earn 

Iw^mm. 

Divid 

ings —  ■  ■  ■    - 

m    :         net 

latest 

1991 

estimated 

%  cfunge 

number 

confidence 

indicated 

yield 

payout 

5-year 

«t             profit 

12-montti 

EPS 

1992 

•92vs'91 

of 

factor  on 

rate 

growth 

margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

!<.<               4.6% 

$1.54 

$1.54 

$2.14 

39% 

18 

average 

$2.00 

6.5% 

130% 

0% 

iSi                5.6 

2.20 

2.20 

2.46 

12 

14 

average 

0.92 

2.5 

42 

18 

in               10.9 

2.78 

2.78 

2.82 

1 

26 

lijgh 

2.20 

6.9 

79 

0 

51                8.5 

1.36 

1.36 

1.47 

8 

5 

average 

0.48 

3.6 

35 

19 

n          7.7 

2.06 

2.06 

2.50 

21 

17 

average 

1.76 

5.8 

85 

6 

!]                9.7 

2.13 

2.13 

2.33 

9 

7 

very  liigh 

0.78 

3.6 

37 

9 

<                 2.0 

0.63 

0.63 

1.79 

184 

22 

low 

0.10 

0.3 

16 

3 

'                def 

-0.76 

-0.76 

1.29 

D-P 

4 

average 

0.70 

5.6 

NM 

-4 

1  1           '.2.4 

3.85 

3.85 

4.15 

8 

30 

high 

2.84 

4.8 

74 

5 

1  1          ^4.9 

2.48 

2.63 

2.55 

-3 

9 

average 

2.20 

7.1 

89 

1 

sl            0.9 

0.33 

0.33 

0.88 

167 

9 

low 

0.36 

2.5 

109 

13 

1          11-4 

1.53 

1.53 

2.65 

73 

11 

average 

1.20 

3.1 

78 

9 

J2 

1.68 

1.68 

1.94 

15 

27 

average 

1.00 

4.5 

60 

1 

2.11 

2.11 

2.64 

25 

10 

average 

0.44 

2.3 

21 

19 

: 

2.31 

2.31 

2.76 

19 

17 

average 

1.24 

2.7 

54 

10 

2.24 

2.24 

2.38 

6 

5 

very  high 

1.04 

3.5 

46 

9 

0.7 

3.72 

3.72 

3.92 

i 

16 

average 

0.84 

1.4 

23 

17 

def 

-0.79 

-0.79 

0.68 

D-P 

19 

very  low 

0.72 

2.4 

NM 

29 

0.6 

0.86 

0.86 

1.28 

49 

3 

average 

none 

NA 

NA 

NA 

5.9 

2.33 

2.33 

3.31 

42 

12 

high 

none 

NA 

NA 

NA 

.1.5 

1.28 

1.28 

1.53 

20 

5 

high 

0.30 

1.1 

23 

34 

9.1 

0.70 

0.70 

0.91 

30 

19 

average 

0.05 

0.1 

7 

NA 

8.3 

5.20 

5.20 

3.55 

-32 

2 

NM 

1.60 

6.3 

31 

15 

6.0 

1.00 

1.00 

1.20 

20 

3 

average 

0.80 

5.2 

80 

3 

def 

-3.65 

-3.65 

1.94 

D-P 

24 

low 

1.80 

6.5 

NM 

-13 

5.8 

1.94 

1.85 

2.00 

8 

31 

average 

none 

NA 

NA 

NA 

6.5 

3.02 

3.02 

3.39 

12 

15 

average 

1.10 

2.5 

36 

5 

11.0 

2.90 

2.90 

3.13 

8 

28 

high 

1.00 

2.6 

34 

5 

3.9 

1.31 

1.31 

1.73 

32 

3 

very  high 

none 

NA 

NA 

NA 

0.6 

1.04 

1.13 

1.21 

7 

9 

low 

0.34 

3.0 

33 

10 

1.9 

2.75 

2.08E 

2.34 

13 

15 

high 

0.72 

2.9 

26 

9 

ill 

0.57 

0.57 

0.78 

37 

16 

average 

0.11 

0.3 

19 

NA 

1.9 

1.74 

1.67 

1.88 

13 

21 

very  high 

0.40 

0,9 

23 

18 

2.5 

1.13 

1.02 

1.46 

43 

10 

average 

none 

NA 

NA 

NA 

(2.0 

1.92 

1.92 

3.11 

62 

14 

very  high 

1.36 

2.1 

71 

8 

def 

-0.62 

0.33 

0.41 

24 

22 

very  low 

none 

NA 

NA 

NA 

3.9 

2.20 

2.58 

2.72 

5 

24 

average 

0.60 

2.0 

27 

5 

2.7 

1.51 

1.51 

2.52 

67 

5 

high 

0.40 

2.0 

26 

35 

12.6 

2.55 

2.55 

2.67 

5 

21 

high 

1.72 

4.5 

67 

7 

def 

-0.28 

-0.28t 

0.10 

D-P 

8 

very  low 

none 

NA 

NA 

NA 

def 

-0.46 

-0.46 

1.88 

D-P 

7 

low 

0.80 

3.0 

NM 

0 

5.5 

2.51 

2.51 

3.68 

47 

20 

average 

0.96 

1,7 

38 

27 

def 

-6.09 

-6.09 

2.54 

D-P 

19 

low 

1.60 

4,1 

NM 

-9 

3.5 

4.61 

4.61 

4.30 

-7 

33 

low 

3.20 

5,6 

69 

10 

m         def 

-5.40 

-5.40 

1.95 

D-P 

23 

very  low 

0.72 

21 

NM 

2 

B         def 

-1.98 

-1.98 

3.52 

D-P 

26 

average 

3.04 

7.9 

NM 

2 

■         3.8 

3.42 

3.42 

3.87 

13 

12 

high 

1.12 

2.9 

33 

1 

■         '' 

-9.60 

-9.60 

-5.05 

D-D 

21 

low 

1.00 

1,0 

NM 

0 

Sources:  William  O'Neil  A  Co.; 

Wilshire  Avtociates;  The  Institutional  Broken  Estimate  System,  a  service  of  IBES,  Inc. 

via  Lotus  One  Source;  Fortes. 
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1 

WALL  SIKttI 

THE  FORBES  SOOs                                                                            ^^^^^^^H^H^^^H 

Company/fiscal  year-end 

Ticker 

Exch 

^■^ 

Stock 

nrifP— 

^tnrlf  ff^Arf'^''**^'^'*^ 

Price/earnings  ratios 

^lll*C^ 

OLUl«K  ^JCM 

viiifaiivc — 

symbol 

5-year 

12-month 

recent 

latest  12  months 

year  to  date 

latest 

1992 

high 

low 

high 

low 

price 
change 

relative  to 
market 

price 
change 

relative  to 
market 

12 
months 

est 

Times  Mirror/Dec 

TMC 

n 

53 

21 

38 

26 

36% 

28% 

111 

19% 

119 

57.6 

24.1 

Timken/Dec 

TKR 

n 

41 

20 

30 

21 

27y4 

9 

94 

15 

115 

m 

32.4 

TJX  Cost/Jan 

TJX 

n 

37 

9 

20 

14 

IWs 

20 

104 

13 

113 

66.0 

14.6 

Torchmark/Dec 

TMK 

n 

62 

22 

62 

47 

59% 

10 

96 

3 

103 

12.6 

11.5 

Tosco/Dec 

TOS 

n 

31 

6 

31 

18 

29 

35 

117 

13 

113 

12.1 

8.7 

Toys  'R'  Us/Jan 

TOY 

n 

39 

10 

39 

25 

3478 

35 

117 

6 

106 

30.3 

23.4 
11.9 

Transamerica/Dec 

TA 

n 

52 

23 

44 

31 

4378 

24 

107 

10 

110 

38.5 

Transco  Energy/Dec 

E 

n 

50 

11 

36 

11 

12% 

-59 

35 

-34 

66 

NM 

10.4 

Travelers/Dec 

TIC 

n 

51 

12 

25 

17 

20V8 

-12 

76 

-7 

93 

7.0 

7.8 

Tribune/Dec 

TRB 

n 

63 

30 

48 

35 

4678 

12 

97 

13 

112 

23.8 

20.1 

Trinova/Dec 

TNV 

n 

44 

15 

28 

15 

24% 

7 

93 

25 

125 

NM 

32.8 

Trustmark/Dec 

TRMK 

0 

31 

17 

31 

19 

30 

58 

137 

24 

124 

10.7 

9.7 

TRW/Dec 

TRW 

n 

70 

31 

47 

35 

46% 

19 

103 

10 

110 

NM 

15.4 

Turner  Broadcasting/Dec 

TBSA 

a 

28 

3 

28 

13 

24y2 

85 

160 

6 

106 

NM 

54.4 

Turner  Corp/Dec 

TUR 

a 

29 

6 

16 

6 

lOVs 

-30 

61 

62 

162 

4.9 

NA 

TW  Holdings/Dec 

TWFS 

0 

6* 

2* 

5 

2 

41/4 

10 

95 

42 

142 

NM 

NM 

20th  Century  Inds/Dec 

TW 

n 

26 

7 

26 

17 

i9y4 

10 

95 

-5 

95 

9.8 

9.8 

Tyco  Laboratories/June 

TYC 

n 

66 

16 

51 

28 

3778 

-21 

68 

10 

110 

17.9 

17.6 

Tyson  Foods/Sep 

TYSNA 

0 

23 

6 

23 

17 

17% 

-10 

78 

-15 

85 

16.0 

14.9 

UAL/Dec 

UAL 

n 

294 

56 

162 

117 

151 

7 

93 

4 

104 

NM 

18.6 

UJB  Financial/Dec 

UJB 

n 

33 

7 

19 

10 

ISVs 

69 

146 

24 

124 

40.3 

16.8 

Unifi/June 

UFI 

n 

38 

5 

38 

20 

35% 

74 

151 

6 

106 

27.8 

18.5 

Union  Bank/Dec 

UBNK 

0 

34 

14 

27 

17 

22 

-6 

81 

13 

113 

8.3 

5.7 

Union  Camp/Dec 

UCC 

n 

55 

26 

55 

39 

53% 

36 

118 

8 

108 

29.8 

21.2 

Union  Carbide/Dec 

UK 

n 

33 

14 

25 

16 

25 

42 

123 

23 

123 

NM 

16.8 

Union  Electric/Dec 

UEP 

n 

39 

20 

39 

29 

33% 

11 

% 

-14 

86 

11.0 

11.4 

Union  Pacific/Dec 

UNP 

n 

52 

23 

52 

36 

48% 

36 

118 

-6 

94 

NM 

13.7 

Union  Planters/Dec 

UPC 

n 

19 

7 

17 

10 

WA 

55 

134 

8 

108 

9.8 

8.4 

Union  Texas  Petrol/Dec 

UTH 

n 

25* 

6* 

21 

16 

\V/2 

6 

92 

-14 

86 

6.8 

14.1 

Unisys/Dec 

UIS 

n 

48 

2 

12 

3 

9% 

84 

159 

139 

239 

NM 

28.2 

United  HealthCare/Dec 

UNH 

n 

93 

3 

93 

37 

80y2 

108 

180 

8 

108 

33.5 

25.9 

United  Missouri  Bcsh/Dec 

UMSB 

0 

40 

21 

40 

26 

39y4 

50 

130 

5 

105 

13.7 

12.9 

US  Bancorp/Dec 

USBC 

0 

24 

9 

24 

17 

22y4 

28 

HI 

2 

102 

11.3 

9.9 

US  Healthcare/Dec 

USHC 

0 

58 

3 

58 

21 

47% 

44 

124 

15 

115 

22.9 

19.1 

US  Shoe/Jan 

USR 

n 

35 

7 

18 

10 

17 

43 

124 

33 

133 

19.3 

14.4 

US  Surgical/Dec 

USS 

n 

135 

5 

135 

51 

107y4 

104 

177 

-3 

97 

67.9 

46.8 

US  Trust/Dec 

USTC 

0 

49 

26 

46 

34 

43y4 

20 

104 

1 

101 

13.0 

11.9 

United  Technologies/Dec 

UTX 

n 

63 

30 

57 

42 

53% 

14 

99 

-1 

99 

NM 

118 

Unitrin/Dec 

UNIT 

0 

42* 

25* 

42 

31 

33% 

-11 

77 

-6 

94 

13.0 

12.6 

Universalt/June 

UW 

n 

34 

11 

34 

14 

27% 

110 

182 

-11 

89 

13.0 

13.3 

Unocal/Dec 

UCL 

n 

35 

11 

29 

21 

2iy4 

-19 

70 

-9 

91 

68.6 

21.3 

UNUM/Dec 

UNM 

n 

41 

8 

41 

29 

37% 

26 

109 

-8 

92 

12,1 

11.5 

Upjohn/Dec 

UPJ 

n 

54 

23 

49 

38 

39 

-17 

72 

-5 

95 

13.2 

12i 

US  West/Dec 

USW 

n 

41 

21 

40 

33 

33% 

-13 

75 

-11 

89 

24.6 

11.1 

USAir  Group/Dec 

U 

n 

55 

7 

21 

7 

17% 

-8 

80 

47 

147 

NM 

NM 

USF&G/Dec 

FG 

n 

47 

6 

13 

6 

8% 

-7 

81 

22 

122 

NM 

NM 

USGt/Dec 

USG 

n 

58 

% 

3 

1 

1% 

^0 

52 

-8 

92 

NM 

NA 

Usiico/Dec 

use 

n 

28 

15 

21 

17 

17% 

-3 

84 

-3 

97 

17.2 

86 

•Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.    NA:  Not  wailabte.    NM:  Not 
meaningful,    E:  Estimate.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit,    def:  Deficit,    Stock  prices  as  of  Mar.  20,  1992, 
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- 

Earn 

Divid 

rnri' 

4 

'552            net 

latest 

1991 

estimated 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-yeaf 

^            profit 

12-month 

EPS 

1992 

•92vs'91 

of 

factor  on 

rate 

growth 

margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

"•  i  i           2.3% 

$0.64 

$0.64 

$1.53 

139% 

22 

average 

$1.08 

2.9% 

169% 

4% 

£*  1          def 

-1.21 

-1.21 

0.84 

D-P 

8 

low 

1.00 

3.7 

NM 

20 

'<^  1           0.7 

0.29 

0.29 

1.31 

352 

18 

average 

0.46 

2.4 

159 

8 

'1^  1          12.8 

4.70 

4.70 

5.16 

10 

18 

high 

1.60 

2.7 

34 

12 

S'  1            3.8 

2.39 

2.39 

3.35 

40 

7 

low 

0.60 

2.1 

25 

NA 

a<           5.5 

1.15 

1.15 

1.49 

30 

29 

average 

none 

NA 

NA 

NA 

18                 1.5 

1.14 

1.14 

3.70 

225 

20 

average 

2.00 

4.6 

175 

4 

M                def 

-«.58 

-6.58 

1.22 

D-P 

20 

low 

0.60 

4.8 

NM 

-7 

«                2.7 

2.87 

2.87 

2.59 

-10 

25 

low 

1.60 

7.9 

56 

-4 

51                 7.0 

1.94 

1.94 

2.29 

18 

18 

average 

0.96 

2.1 

49 

16 

8                 def 

-6.52 

-6.52 

0.75 

D-P 

23 

very  low 

0.68 

2.8 

NM 

9 

'                 7.9 

2.81 

2.81 

3.08 

10 

3 

average 

1.06 

3.5 

38 

10 

<                 def 

-2.30 

-2.30 

3.01 

D-P 

20 

average 

1.80 

3.9 

NM 

8 

<                 2.9 

0.06 

0.06 

0.45 

NM 

4 

low 

0.05 

0.2 

83 

NA 

'                 0.4 

2.06 

2.06 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

def 

-0.61 

-0.61 

-0.36 

D-D 

4 

very  low 

none 

NA 

NA 

NA 

11.4 

2.02 

2.02 

2.01 

g 

10 

average 

0.52 

2.6 

26 

29 

3.2 

2.12 

2.57 

2.15 

-16 

9 

high 

0.36 

1.0 

17 

16 

3.7 

1.07 

1.05 

1.15 

10 

11 

very  high 

0.04 

0.2 

4 

12 

def 

-14.31 

-14.31 

8.13 

D-P 

19 

very  low 

none 

NA 

NA 

NA 

1.8 

0.45 

0.45 

1.08 

140 

11 

low 

0.60 

3.3 

133 

-4 

4.7 

1.28 

1.57 

1.93 

23 

8 

high 

0.60 

1.7 

47 

NA 

5.7 

2.64 

2.64 

3.89 

47 

5 

average 

1.40 

6.4 

53 

11 

4.2 

1.80 

1.80 

2,53 

41 

25 

low 

1.56 

2.9 

87 

9 

def 

-0.22 

-0.22 

1.49 

D-P 

25 

low 

1.00 

4.0 

NM 

-9 

15.3 

3.01 

3.01 

2.91 

-3 

18 

high 

2.24 

6.8 

74 

4 

0.9 

0.31 

0.31 

3.58 

NM 

18 

high 

1.36 

2.8 

NM 

7 

6.9 

1.59 

1.59 

1.84 

16 

5 

high 

0.60 

3.9 

38 

16 

28.6 

2.59 

2.59 

1.24 

-52 

6 

average 

0.20 

1.1 

8 

0 

def 

-9.37 

-9.37 

0.35 

D-P 

13 

very  low 

none 

NA 

NA 

NA 

9.1 

2.40 

2.40 

3.11 

30 

9 

high 

0.03 

0.0 

1 

NA 

9.9 

2.86 

2.86 

3.04 

6 

4 

very  high 

0.80 

2.0 

28 

8 

9.8 

2.01 

2.01 

2.29 

14 

23 

average 

0.76 

3.3 

38 

17 

9.1 

2.09 

2.09 

2.50 

20 

16 

average 

0.56 

1.2 

27 

38 

1.5 

0.88 

0.88 

1.18 

34 

4 

average 

0.52 

3.1 

59 

4 

10.8 

1.58 

1.58 

2.29 

45 

22 

high 

0.30 

0,3 

19 

25 

7.7 

3.32 

3.32 

3.63 

9 

5 

high 

1.72 

4.0 

52 

14 

def 

-8.91 

-8.91 

4.55 

D-P 

25 

average 

1,80 

3.4 

NM 

7 

10.9 

2.58 

2.58 

2.65 

3 

3 

average 

1,00 

3.0 

39 

NA 

2.4 

2.14 

1.72 

2.09 

22 

8 

high 

0.80 

2.9 

37 

9 

0.8 

0.31 

0.31 

1.00 

223 

35 

low 

0.70 

3.3 

NM 

12 

8.5 

3.08 

3.08 

3.23 

5 

16 

high 

0.66 

1.8 

21 

27 

15.7 

2.96 

2.96 

3.20 

8 

37 

high 

1.36 

3.5 

46 

20 

5.2 

1.38 

1.38 

3.05 

121 

29 

high 

2.08 

6.1 

151 

16 

def 

-7.62 

-7.62 

-2.14 

D-D 

18 

very  low 

none 

NA 

NA 

NA 

def 

-2.53 

-2.53 

-0.82 

D-D 

21 

very  low 

0.20 

2.3 

NM 

-28 

1                def 

-2.91 

-2.91 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

2.9 

104 

1.04 

2.08 

100 

6 

low 

1.00 

56 

96 

3 

Sources:  William  O'Neil  &  Co.;  Wilshire  Associates; 

The  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  Inc.  via  Lotus  One  Source;  Forties. 
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Company/fiscal  year-end 


USLife/Dec 
USTInc/Dec 
USX-Marathon/Dec 
USX-US  Steel/Dec 
UtiliCorp  United/Dec 
Valero  Energy/Dec 


Vulcan  Materials/Dec 

Waban/Jan 

Wachovia/Dec 

Wal-Mart  Stores/Jan 

Walgreen/Aug 

Wang  Laboratories/June 


Ticker 
symbol 


USH 

UST 

MRO 

X 

UCU 

VLO 


Exch 


-Stock  price- 


5-year     12-month     recent 
higti    low  high    low 


Stock  performance Price/earnings  ratios 

latest  12  months  year  to  date  latest         1992 

price      relative  to      price      relative  to        12  est 

change       market       change       market  months 


48 
34 
NA 
NA 
29 
33 


23 

5 

NA 
NA 
13 

5 


48  37 

34  21 

33*  21* 

30*  20* 

29  22 

33  20 


2iVe 
2iy8 
26y4 
26% 
29y4 


20% 

29 

NA 

NA 

18 

38 


104 
112 
NA 
NA 
102 
119 


-5% 
-14 
-14 

-4 

-6 

0 


VMC 

WBN 

WB 

WMT 

WAG 

WANB 


49 

26* 

62 

60 

40 

19 


24 

5* 
25 
10 
12 

2 


40  34 

26  14 

62  48 

60  37 

40  29 

8  2 


39% 
25 
60 
53y4 
3578 
6M> 


15 
72 
23 
43 
7 
44 


100 
149 
107 
124 
92 
125 


9 

41 

3 

-10 

-6 

113 


94 
86 
86 
96 
94 
100 


109 
141 
103 
90 
94 
213 


9.4 

23.8 

NM 

RM 

12.0 
13.1 


28.5 
24.8 
22.4 
38.0 
22.3 

m 


WPL  Holdings/Dec                          WPH  n             33       20      33      24       30%               19             103  -6  94 

Wm  Wrigley  Jr/Dec                          WWY  n             86       20      86      58       69%               21             105           -14  86 

Xerox/Dec                                       XRX  n             85       29      82      52       76%               44             125  12  112 

Yellow  Freight  Sys/Dec                     YELL  o             43       19      34      24       30%                7              92  14  114 

Yorklntl/Dec                                  YRK  n             NA      NA      35*    23*      32'/ii              NA              NA  24  124 

Zions  Bancorporation/Dec                 ZION  o             50       19      50      36       48V4               33             115  12  112 

'Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.    NA:  Not 

meaningful.    E:  Estimate.    D-D:  Deficit  to  deficit.  D-P;  Deficit  to  profit,    def:  Deficit.    Stock  prices  as  of  Mar.  20.  1992. 


12.7 
21.2 
19.7 
32.0 
57.4 
10.1 


9.1 
20.4 
22.5 
17.1 
11.3 
10.7 


Valley  Bancorp/Dec 

VYBN 

0 

32 

17 

32 

21 

31% 

49 

129 

11 

111 

12.7 

10.7 

Valley  National/Dec 

VNCP 

0 

42 

9 

36 

19 

35% 

91 

166 

25 

125 

20.6 

15.6 

Varity/Jan 

VAT 

n 

40 

11 

30 

11 

13 

-53 

41 

-1 

99 

NM 

31.0 

VF/Dec 

VFC 

n 

48 

12 

47 

24 

45y2 

90 

164 

15 

115 

16.6 

15.1 

Viacom/Oec 

VIA 

a 

37* 

5* 

37 

24 

34% 

39 

120 

2 

102 

NM 

62.3 

Vons  Cos/Dec 

VON 

n 

34 

6 

34 

22 

27 

-11 

77 

14 

114 

17.3 

14.1 

16.6 
19.4 
12.5 
31.0 
20.0 

MR 


Warner-Lambert/Dec 

WLA 

n 

82 

24 

80 

62 

64% 

-11 

77 

-16 

84 

61.8 

13.6 

Washington  Fedl  SSiL/Sep 

WFSL 

0 

28 

8 

28 

19 

25% 

26 

110 

-3 

97 

11.6 

10.6 

Washington  Mutual/Dec 

WAMU 

0 

24 

6 

24 

13 

21% 

66 

144 

-5 

95 

8.5 

8.2 

Washington  Post/Dec 

WPO 

n 

311 

150 

242 

169 

2371^ 

6 

91 

22 

122 

23.8 

21.6 

Washington  Water/Dec 

WWP 

n 

34 

22 

34 

30 

32% 

10 

95 

-1 

99 

12.2 

11.7 

Waste  Management/Dec 

WMX 

n 

47 

14 

47 

34 

41% 

11 

96 

-1 

99 

33.9 

21.8 

Weis  Markets/Dec 

WMK 

n 

42 

24 

34 

25 

26% 

-11 

78 

5 

105 

14.7 

12.7 

Wells  Fargo/Oec 

WFC 

n 

99 

38 

99 

53 

68% 

-3 

84 

19 

118 

NM 

11.2 

West  One  Bancorp/Dec 

WEST 

0 

40 

14 

40 

27 

38% 

41 

122 

23 

123 

13.2 

10.5 

Westinghouse/Dec 

WX 

n 

39 

14 

31 

14 

19% 

-31 

59 

9 

109 

NM 

9.9 

Westvaco/Oct 

W 

n 

41 

22 

41 

28 

36^/4 

27 

110 

-8 

92 

16.2 

14.7 

Wetterau/Mar 

WEH 

0 

36 

16 

30 

21 

22% 

-21 

69 

-6 

94 

10.5 

9.7 

Weyerhaeuser/Dec 

WY 

n 

40 

17 

38 

23 

36% 

61 

139 

33 

133 

m 

22.3 

Whirlpool/Dec 

WHR 

n 

47 

18 

47 

26 

46% 

73 

150 

19 

119 

18.9 

15.6 

Whitmant/Dec 

WH 

n 

41 

11 

16 

11 

15 

165 

229 

130 

230 

19.7 

16.0 

Whitney  Holding/Dec 

WTNY 

0 

64 

14 

27 

14 

25% 

29 

112 

37 

137 

NM 

NA 

Willamette  Inds/Oec 

WMTT 

0 

85 

30 

85 

46 

82 

70 

147 

38 

138 

45.6 

20.8 

Williams  Cos/Dec 

WMB 

n 

45 

20 

41 

30 

35% 

17 

101 

-7 

93 

15.3 

14.1 

Wilmington  Trust/Dec 

WILM 

0 

59 

20 

59 

39 

48% 

20 

104 

-16 

84 

12.0 

10.9 

Winn-Dixie  Stores/June 

WIN 

n 

45 

19 

45 

34 

42% 

17 

101 

14 

114 

18.5 

17.8 

Wisconsin  Energy/Dec 

WEC 

n 

40 

21 

40 

31 

36% 

10 

95 

-7 

93 

13.0 

12.3 

Witco/Oec 

WIT 

n 

49 

22 

49 

35 

48% 

39 

121 

16 

116 

152 

14.4 

Wool  worth/Jan 

Z 

n 

37 

15 

34 

24 

3iy4 

2 

89 

18 

118 

MM 

13.0 

Worthington  Inds/May 

WTHG 

0 

26 

10 

26 

15 

23% 

53 

132 

2 

102 

30.6 

193 

13.1 
19.3 
13.1 
16.5 
15.3 
9i 

NM;  Not 
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Earr 

Divid 

e^nA^ 

r  q| 

cnu> 

15»             net 

latest 

1991 

estimated 

%  change 

number 

confidence 

indicated 

yield 

payout 

5 -year 

«              profit 

12-montfi 

EPS 

1992 

'92vs'91 

of 

factor  on 

rate 

growtti 

margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

5.4% 

$4.83 

$4.83 

$4,96 

3% 

13 

average 

$1,64 

3.6% 

34% 

7% 

Ml               30.2 

1.18 

1.18 

1,38 

17 

22 

high 

0,80 

2.8 

68 

14 

2i                def 

-0.31 

-0.31 

0,94 

D-P 

29 

low 

1,40 

6.6 

NM 

NA 

def 

-10.00 

-10.00 

1.54 

D-P 

17 

very  low 

1,00 

3.8 

NM 

0 

1            6.8 

2.23 

2.23 

2,37 

6 

10 

high 

1,60 

6.0 

72 

14 

1'                9.8 

2.28 

2.28 

2,79 

22 

17 

average 

0.36 

U 

16 

34 

?                 8.1 

2.51 

2.51 

2,96 

18 

4 

very  high 

1.28 

4.0 

51 

14 

i                 3.1 

1.72 

1.72 

2.27 

32 

17 

low 

none 

NA 

NA 

NA 

def 

-7.87 

-7.87 

0,42 

D-P 

9 

very  low 

none 

NA 

NA 

NA 

5.5 

2.75 

2.75 

3.02 

10 

13 

average 

1.08 

2.4 

39 

8 

def 

-0.41 

-0.41 

0.56 

D-P 

9 

low 

none 

NA 

NA 

NA 

1.2 

1.56 

1.56 

1.91 

22 

12 

average 

none 

NA 

NA 

NA 

5.2 

1.38 

1.38 

2,37 

72 

10 

average 

1,20 

3.0 

87 

10 

1.1 

1.01 

1.01 

1.29 

28 

13 

average 

none 

NA 

NA 

NA 

7.3 

2.68 

2.68 

4.79 

79 

30 

high 

2.00 

3.3 

75 

17 

3.7 

1.40 

1.40 

1,72 

23 

37 

very  high 

0,21 

0.4 

15 

30 

2.9 

1.61 

1.58 

1.79 

13 

17 

very  high 

0.52 

1.4 

32 

15 

def 

-2.28 

-2.31 

-0.05 

D-D 

7 

very  low 

none 

NA 

NA 

NA 

2.8 

1.05 

1.05 

4.78 

355 

38 

very  high 

2,04 

3.1 

194 

18 

26.1 

2.23 

2.11 

2.43 

15 

13 

high 

0,80 

3.1 

36 

25 

9.1 

2.52 

2.52 

2.61 

4 

13 

average 

0,44 

2.1 

17 

9 

8.6 

10.00 

10.00 

10.99 

10 

13 

average 

4,20 

1.8 

42 

41 

12.7 

2.68 

2.68 

2.80 

4 

8 

very  high 

2,48 

7.6 

93 

0 

8.0 

1.23 

1.23 

1,91 

55 

40 

high 

0.44 

1.1 

36 

24 

6.2 

1.81 

1.81 

2,10 

16 

2 

NM 

0.68 

2.6 

38 

10 

0.4 

0.04 

0.04 

6.16 

NM 

31 

low 

2.00 

2.9     • 

NM 

10 

7.9 

2.93 

2.93 

3,70 

26 

11 

high 

1.04 

2.7 

35 

7 

def 

-3.46 

-3,46 

1,98 

D-P 

19 

average 

0.72 

3.7 

NM 

2 

6.5 

2i6 

2.10 

2.48 

18 

21 

average 

1,10 

3.0 

49 

11 

0.9 

2.16 

2.05E 

-0.50 

2,34 

14 

7 

average 

0.68 

3.0 

31 

14 

def 

-0.50 

1,64 

D-P 

25 

low 

1,20 

3.3 

NM 

5 

2.5 

2.45 

2.45 

2,98 

22 

14 

average 

1,10 

2.4 

45 

0 

3.4 

0.76 

0.76 

0.94 

24 

11 

average 

0,24 

1.6 

32 

-13 

def 

-0.73 

-0.73 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

2.3 

1.80 

1.80 

3.95 

119 

18 

low 

1,68 

2.0 

93 

12 

5.2 

2.35 

2.35 

2,55 

9 

15 

average 

1.52 

4.2 

65 

1 

16.7 

4.07 

4.07 

4,46 

10 

6 

very  high 

1.64 

3.4 

40 

27 

1.7 

2.31 

2.20 

2,40 

9 

8 

very  high 

1,20 

2.8 

52 

6 

12.3 

2.81 

2.81 

2.97 

6 

23 

high 

1.86 

5.1 

66 

7 

4.5 

3.21 

3.21 

3.39 

6 

10 

high 

1.84 

3.8 

57 

10 

1                 def 

-0.41 

-0.41 

2.40 

0-P 

18 

average 

1.08 

3.5 

NM 

13 

5.2 

0.78 

0.99E 

1,24 

25 

10 

average 

0,48 

2.0 

62 

15 

10.0 

2.43 

2.43 

2.35 

-3 

10 

high 

1,86 

6.0 

77 

9 

11.2 

3i8 

3.28 

3,61 

10 

10 

very  high 

1.65 

2.4 

50 

30 

2.5 

3.91 

3.91 

5.85 

50 

13 

average 

3,00 

3,9 

77 

0 

1.1       - 

0.95 

0.95 

1.84 

94 

14 

low 

0,94 

3.1 

99 

11 

0.8 

0.56 

0.56 

2,10 

275 

2 

NM 

0,04 

0.1 

7 

NA 

85 

478 

478 

5,23 

9 

3 

very  high 

1,44 

3,0 

30 

2 

Sources:  William  O'Neil&Co.; 

Wilshire  Associates: 

The  Institutional  Brokers  Estimate  System,  a  service  of  IBES,  Inc. 

via  Lotus  One  Source;  Fabes. 
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Where  to  find 
the  Forbes  SOOs 


Abbott  Laboratories 

One  Abbott  Park  Road 
Abbott  Park,  IL  60064-3500 
CEO:  Ouane  L  Burnham 


Drugs 
708-937-6100 


Advanced  Micro  Devices 

PO  Box  3453 

Sunnyvale,  CA  94088-3453 

Computer  peripherals 

CEO:  Walter  J  Sanders  III 

408-732-2400 

AES 

1001  North  19th  Street 

Arlington,  VA  22209 

Industrial  services 

CEO:  Roger  WSant 

703-522-1315 

Aetna  Life  &  Casualty 

151  Farmington  Avenue 

Hartford,  CT  06156-3224 

Diversified  insurance 

CEO:  Ronald  E  Compton 

203-273-0123 

Affiliated  Bankshares  of  Colorado 

1125  17th  Street 

Denver,  CO  80202 

Regional  bank 

CEO:  Ronald  L  Moore 

303-296-7788 

Aflac 

1932  Wynnton  Road 
Columbus,  GA  31999 
CEO:  Daniel  P  Amos 

HF  Ahmanson 

4900  Rivergrade  Road 
lrwindale,CA  91706 
CEO:  Richard  H  Deihl 


Lifei 


health  insurance 
404-323-3431 


Thrift 
818-960-6311 


Air  Products  &  Chemicals 

7201  Hamilton  Boulevard 

Allentown,  PA  18195-1501 

Specialty  chemicals 

CEO:  Dexter  F  Baker 

215-481-4911 

Albertson's 

PO  Box  20 
Boise,  ID  83726 
CEO:  Garv  G  Michael 

AIco  Standard 

PO  Box  834 

Valley  Forge,  PA  19482-0834 

CEO:  Ray  B  Mundt 


Supermarkets 
208-385-6200 


Business  supplies 
215-296-8000 


Alexander  &  Alexander  Services 

1211  Avenue  of  the  Americas 

New  York,  NY  10036  Diversified  insurance 

CEO:  Tinsley  H  Irvin  212-840-8500 


Alexander  &  Baldwin 

PO  Box  3440 

Honolulu,  HI  96801 

Trucking  &  shipping 

CEO:  John  C  Couch 

808-525-6611 

Alleghany 

Park  Avenue  Plaza 
New  York,  NY  10055 
CEO:  Fred  M  Kirby 

Allegheny  Power  System 

12  East  49th  Street 
New  York,  NY  10017 
CEO:  Klaus  Bert;man 


Property  &  casualty  ins 
212-752-1356 


Electric  util-NE 
212-752-2121 


Alltel 

One  Allied  Drive 
Little  Rock,  AR  72202 
CEO:  Joe  T  Ford 

Aluminum  Co  of  America 

1501  Alcoa  Building 


Telecommunications 
501-661-8000 


AMAX 

200  Park  Avenue 


American  Brands 

PO  Box  811 

Old  Greenwich,  CT  06870-0811 

CEO:  William  J  Alley 

American  Cyanamid 

One  Cyanamid  Plaza 
Wayne,  NJ  07470 
CEO:  George  J  Sella  Jr 

American  Electric  Power 

One  Riverside  Plaza 


Tobacco 
203-698-5000 


Medical  supplies 
201-831-2000 


American  Home  Products 

685  Third  Avenue 

New  York,  NY  10017-4085  '  Drugs 

CEO:  John  R  Stafford  212-878-5000 


Allergan 

2525  Dupont  Drive 
Irvine,  CA  92715-1599 
CEO:  William  C  Shepherd 

Medical  supplies 
714-752-4500 

Allied-Signal 

101  Columbia  Road 
Morristown,  NJ  07962-2497 
CEO:  Lawrence  A  Bossidy 

Aerospace  &  defense 
201-455-2000 

American  International  Group 

70  Pme  Street 

New  York,  NY  10270  Diversified  insurance 

CEO:  Maurice  R  Greenberg  212-770-7000 

American  Medical  Holding 

PO  Box  25651 

Dallas,  TX  75225-5651  Health  care  services 

CEO:  Robert  W  Oleary  214-360-6300 

American  National  Insurance 

One  Moody  Plaza 

Galveston,  TX  77550-7999  Life  &  health  insurance 

CEO:  R  L  Moody  409-7634661 

American  President  Cos  Ltd 

1111  Broadway 


Pittsburgh,  PA  15219-1850 

Nonferrous  metals 

CEO:  Paul  H  O'Neill 

412-553-4545 

ALZA 

PO  Box  10950 

Palo  Alto,  CA  94303-0802 

Biotech 

CEO:  Martin  S  Gerstel 

415-494-5000 

New  York,  NY  10166 

Nonferrous  metals 

CEO:  Allen  Born 

212-856-4200 

Amdahl 

PO  Box  3470 

Sunnyvale,  CA  94088-3470 

Computer  systems 

CEO:  John  C  Lewis 

408-746-6000 

Amerada  Hess 

1185  Avenue  of  the  Americas 

New  York,  NY  10036 

Miscellaneous  energy 

CEO:  Leon  Hess 

212-997-8500 

Oakland,  CA  94607 
CEO:  John  M  Lillie 

American  Savings  Bank 

99  Church  Street 
White  Plains,  NY  10601 
CEO:  W  Ronald  Dietz 

American  Stores 

PO  Box  27447 

Salt  Lake  City,  UT  84127-0447 

CEO:  Jonathan  L  Scott 


Columbus,  OH  43215 
CEO:  Richard  E  Disbrow 

American  Express 

American  Express  Tower 
New  York,  NY  10285-4805 
CEO:  James  D  Robmson  III 

Electric  util-NC 
614-223-1000 

Lease  &  finance 
212-640-2000 

American  General 

PO  Box  3247 
Houston,  TX  77253 
CEO:  Harold  S  Hook 

Life  &  health  insurance 
713-522-1111 

American  Greetings 

10500  American  Road 
Cleveland,  OH  44144 
CEO:  Moriy  Weiss 

Publishing 
216-252-7300 

American  Water  Works 

PO  Box  1770 
Voorhees,  NJ  08043 
CEO:  George  W  Johnstone 

Ameritech 

30  South  Wacker  Dnve 
Chicago,  IL  60606 
CEO:  William  L  Weiss 

Ames  Department  Stores 

2418  Mam  Street 

Rocky  Hill,  CT  06067-2598 

CEO:  Stephen  L  Pistner 

Amgen 

1840  Dehavilland  Dnve 
Thousand  Oaks,  CA  91320-1789 
CEO:  Gordon  M  Binder 

Amoco 

PO  Box  87703 
Chicago,  IL  60680-0703 
CEO:  H  Laurance  Fuller 

AMP 

PO  Box  3608 

Hamsburg.  PA  17105-3608 

CEO  Harold  A  Mclnnes 

AMR 

POBox6I%l6 

DFW  Airport.  TX  75261-9616 

CEO  Robert  L  Crandall 

AmSouth  Bancorporation 

PO  Box  11007 
Binningham.  AL  35288 
CEO  John  WWbods 


Trucking  &  shipping 
510-272-8000 


Thrift 
914-287-2600 


Supermartwts 
801-539-0112 


American  Telephone  &  Telegraph 

32  Avenue  of  the  Americas 

New  York,  NY  10013-2412  Telecommunications 

CEO:  Robert  E  Allen  212-219-6000 


Electric  util-N£ 
609-346-8200 


TeJecommunications 
312-750-5000 


Drug  &  discount  stores 
203-257-2000 


Biotech 
805-499-5725 


Intematnnii  oil 
312-856-«lll 


Computer  penptierals 
717-5M-0100 


Airline 
817-967-1234 


RefioMl  bank 
205-320-7151 
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Purchasing  a  Falcon  900B  in  the 

MIDST  OF  A  RECESSION? 

It  MIGHT  BE  YOUR  MOST  ASTUTE 

BUSINESS  DECISION  OF  1992. 


If  you're  in  the  market  for  a  large- 
cabin  intercontinental  business  jet, 
there    is    only    one    sensible    choice- 
especially  in  these  tough  times. 

The  Falcon  900B. 

It's  not  only  leaner  and  stronger, 
it's  more  technologically  advanced 
than  any  of  its  competitors.  And  more 
versatile:  it's  the  only  big  jet  that  can 
take  you  anywhere  in  the  world  while 
still  being  able  to  operate  in  and  out  of 
short  runways. 

The  Falcon  combines  the  perfor- 
mance you  need  with  an  efficient, 
conservative  "ramp  image."  Yet  it's 
bigger  on  the  inside,  with  more  usable 


cabin  volume  and  more  headroom. 
All  with  direct  operating  costs 
hundreds  of  dollars  per  hour  less  than 
our  heavier,  less  efficient  competitor. 
Simply  put,  for  the  way  most 
operators  really  use  an  airplane,  the 
Falcon  900B  is  the  best  all-around 
large-cabin  business  jet  you  can  buy. 

Expanded  Warranties  and  More 

Our  Falcon+PLUS  warranty  is  now 
tiie  most  comprehensive  warranty 
in  the  business.  Coverage  of  all 
airframe  components  and  acces- 
sories installed  by  Dassault  has  been 
inc|reased  from  18  months  to  5  years. 


And  the  900B's  engine  warranty  has 
been  increased  to  5  years  or  1800 
hours,  better  than  that  of  any  other    ' 
large-cabin  business  jet. 

Today's  market  creates  unprece- 
dented opportunities  for  astute  buyers 
who  are  able  to  act  now.  See  vour 
Falcon  Jet  Regional  Sales  Manager    ' 
for  more  information,  or  call  Gene    j 
Rainville,  Senior  \T  Marketing,  at 
201-967-2746  to  learn  how  efficienth 
you  can  fly  your  people,  without 
grounding  your  finances. 


FalconJet 

Teterboro.  New  Jersey  07608 
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Anchor  Bancorp 

1420  Broadway 
Hewlett,  NY  11557 
CEO:  James  M  Large  Jr 

Thrift 
516-596-3900 

Anheuser-Busch  Cos 

One  Busch  Place 


St  Louis,  MO  63118-1852 

Beverages 

CEO:  August  A  Busch  III 

314-577-2000 

Aon 

123  North  Wacker  Drive 

Chicago,  IL  60606 

Diversified  insurance 

GEO:  Patrick  G  Ryan 

312-701-3000 

Apple  Computer 

20525  Mariani  Avenue 

Cupertino,  CA  95014 

Computer  systems 

CEO:  John  Sculley 

408-996-1010 

Archer  Daniels  Midland 

PO  Box  1470 

Decatur,  IL  62525 

Food  processing 

CEO:  Owayne  0  Andreas 

217-424-5200 

Argonaut  Group 

1800  Avenue  of  the  Stars 
Los  Angeles,  CA  90067 
CEO:  Charles  E  Rinsch 


Property  &  casualty  ms 
310-553-0561 


Arkia 

PO  Box  21734 

Shreveport,U\  71151 

Integrated  gas 

CEO:  Thomas  F  McLarty  III 

318-429-2700 

Armco 

300  Interpace  Parkway 

Parsippany,  NJ  07054-0324  Steel 

CEO:  Robert  L  Purdum  201-316-5200 

Armstrong  World  Industries 

PO  Box  3001 

Lancaster,  PA  17604  Home  furnishings 

CEO:  William  W  Adams  717-397-0611 

Arvin  Industries 

PO  Box  3000 


Columbus,  IN  47202-3000 

Auto  parts 

CEO;  James  K  Baker 

812-379-3000 

Asarco 

180  Maiden  Lane 

New  York,  NY  10038 

Nonferrous  metals 

CEO:  Richard  de  J  Osborne 

212-510-2000 

Ashland  Oil 

PO  Box  391 
Ashland,  KY  41114 
CEO:  John  R  Hall 


Miscellaneous  energy 
606-329-3333 


AST  Research 

PO  Box  19658 

lrvme,CA  92713-9658 

Computer  systems 

CEO:  Safi  U  Qureshey 

714-727-4141 

Atlantic  Energy 

PO  Box  1264 


Pleasantville,  NJ  08232 

Electric  util-NE 

CEO:  E  Douglas  Huggard 

609-645-4500 

Atlantic  Richfield 

515  South  Flower  Street 

Los  Angeles,  CA  90071-2256 

Miscellaneous  energy 

CEO:  Lodwrick  M  Cook 

213-486-3511 

Automatic  Data  Processing 

One  ADP  Boulevard 
Roseland.NJ  07068-1728 
GEO:  Josh  S  Weston 

AutoZone 

3030  Poplar  Avenue 
Memphis,  IN  38111 
CEO:  J  R  Hyde  III 


Busmess  services 
201-994-5000 


Specialty  retailing 
901-325-4600 


Avery  Dennison 

PO  Box  7090 

Pasadena-,  CA  91109-7090 

Business  supplies 

CEO:  Charles  D  Miller 

818-304-2000 

Avnet 

80  Cutter  Mill  Road 
Great  Neck,  NY  11021 
CEO:  Leon  Machiz 


Computer  peripherals 
516-466-7000 


Avon  Products 

9  West  57th  Street 

New  York,  NY  10019 

Personal  products 

CEO:  James  E  Preston 

212-546-6015 

B 


Baker  Hughes 

PO  Box  4740 

Houston,  TX  77210-4740 

Oilfield  services 

CEO:  James  D  Woods 

713-439-8600 

Ball  Corp 

PO  Box  2407 

Muncie.  IN  47307-0407 

CEO:OelmontADavis 


Packaging 
317-747-6100 


Bally  Manufacturing 

8700  West  Bryn  Mawr  Avenue 

Chicago,  IL  60631 

Hotels  &  recreation 

CEO:  Arthur  M  Goldberg 

312-399-1300 

Baltimore  Bancorp 

PO  Box  896 


Baltimore,  MD  21203 

Regional  bank 

CEO:  Charles  H  Whittum  Jr 

301-244-3360 

Baltimore  Gas  &  Electric 

PO  Box  1475 

Baltimore,  MD  21203-1475 

Electric  util-NE 

CEO:  George  V  McGowan 

410-234-5000 

Banc  One 

100  East  Broad  Street 

Columbus,  OH  43271-0251 

Regional  bank 

CEO:  John  B  McCoy 

614-248-5944 

Bancorp  Hawaii 

PO  Box  2900 

Honolulu,  HI  96846-9972 

Regional  bank 

CEO:  H  Howard  Stephenson 

808-537-8111 

Bandag 

Bandag  Center 


-IVIuscatine,  lA  52761-5886 

Auto  parts 

CEO:  Martin  G  Carver 

319-262-1400 

Bank  of  Boston 

100  Federal  Street 

Boston.  MA  02110 

Multinational  bank 

CEO:  Ira  Stepanian 

617-434-2200 

Bank  of  New  York 

48  Wall  Street 


New  York.  NY  10286 

Regional  bank 

CEO:  John  Carter  Bacot 

212-495-1784 

Bank  South 

PO  Box  5092 

Atlanta.  GA  30302 

Regional  bank 

CEO  PatritK  L  Flinn 

404-529-4111 

BankAmerica 

Box  37000 

San  Francisco.  CA  94137 

CEO  Richard  M  Rosenberg 

Bankers  Trust  New  York 

280  Park  Avenue 
New  York.  NY  10017 
CEO:  Charles  S  Santord  Jr 


Multinational  bank 
415-622-3456 


Multinational  bank 
212-250-2500 


BanPonce 

GPO  Box  G-3108 

San  Juan,  PR  00936 

Regional  bank 

CEO:  Alberto  M  Paracchini 

809-754-9400 

CR  Bard 

730  Central  Avenue 
Murray  Hill.  NJ  07974 
CEO:  George  T  Maloney 


Medical  supplies 
908-277-8000 


Barnett  Banks 

PO  Box  40789 

Jacksonville.  FL  32203-0789 

Regnnal  bank 

CEO:  Charles  E  Rice 

904-791-7720 

Bausch  &  Lomb 

PO  Box  54 

Rochester,  NY  14601-0054 

CEO:  Daniel  E  Gill 


Medical  supplies 
716-338-6000 


Baxter  International 

One  Baxter  Parkway 

Oeerfield.lL  60015 

Medical  supplies 

CEO:  Vernon  R  Loucks  Jr 

708-948-2000 

Bay  View  Capital 

2121  South  El  Camino  Real 
San  Mateo.  CA  94403-1897 
CEO:  Robert  E  Barnes 


Thrift 
415-573-7300 


BayBanks 

175  Federal  Street 

Boston.  MA  02110 

Regional  bank 

CEO  William  MCrozierJr 

617-482-1040 

BB&T  Financial 

PO  Box  1847 

W^^lson.  NC  27894-1847 

CEO:  John  A  Allison 


Regional  bank 
919-399-4291 


Bear  Stearns  Cos 

245  Park  Avenue 

New  York,  NY  10167 

Securities  brokerage 

CEO:  Alan  C  Greenberg 

212-272-2000 

Becton  Dickinson 

One  Becton  Dnve 


Franklin  Lakes,  NJ  07417-1880 

Medical  supplies 

CEO:  Raymond  V  Gilmartin 

201-847-6800 

Bell  Atlantic 

1600  Market  Street 

Philadelphia,  PA  19103 

Telecommunications 

CEO:  Raymond  W  Smith 

215-963-6000 

BellSouth 

1155  Peachtree  Street  NE 
Atlanta.  GA  30367-6000 
CEO:  John  L  Clendenin 

Beneficial  Corp 

400  Bellevue  Parkway 
Wilmington.  DE  19809 
CEO:  Finn  M  W  Caspersen 

Bergen  Brunswig 

4000  Metropolitan  Drive 
Orange.  CA  92668-3510 
CEO  Robert  E  Martini 


TeiecommumcatKxis 
404-249-2000 


Lease  &  finance 
302-798-0800 


Orap 

714-385-4000 


Berkshire  Hathaway 

1440  Kiewit  Plaza 

Omaha.  NE  68131 

Property  &  casMtty  m 

CEO:  Warren  E  Buffett 

402-346-1400 

Bethlehem  Steel 

Martin  Tower 

Bethlehem.  PA  18016-7699 

CEO  Walter  F  Williams 


Steel 
21S-694-2424 


Betz  LatMratories 

4636  Somerton  Road 

Trevose,  PA  19047 

Specialty  dKwcals 

CEO  John  F  McCaughan 

21S-355-3300 
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American  Re's  products  and  services 
are  only  available  at  the  above  location 
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Beverly  Enterprises 

PO  Box  3324 

Fort  Smith,  AR  72913-3324 

Health  care  services 

CEO:  David  R  Banks 

501-452-6712 

BHC  Communications 

600  Madison  Avenue 
Nev»  York;  NY  10022 
CEO;  Herbert  J  Siegel 


Broadcasting 
212-421-0200 


Bindley  Western  Industries 

4212  West  71st  Street 

Indianapolis,  IN  46268 

Drugs 

CEO:  William  E  Bindley 

317-298-9900 

Biomet 

PO  Box  587 
Warsaw,  IN  46581 
CEO:  Dane  A  Miller 


Medical  supplies 
219-267-6639 


Black  &  Decker 

701  East  Joppa  Road 

Tow/son,  MD  21204 

Appliances 

CEO:  Nolan  D  Archibald 

410-583-3900 

H&R  Block 

4410  Main  Street 
Kansas  City,  MO  64111 
CEO:  Henry  W  Bloch 


Lease  &  finance 
816-753-6900 


Blockbuster  Entertainment 

901  East  Las  Olas  Boulevard 

Fort  Lauderdale,  FL  33301 

Specialty  retailing 

CEO:  H  Wayne  Huizenga 

305-524-8200 

BMC  Software 

PO  Box  2002 

Sugar  Land,  TX  77478-2002 

Software 

CEO:  Max  P  Watson  Jr 

713-240-8800 

Boatmen's  Bancshares 

PO  Box  236 

St  Louis,  MO  63166-0236 

Regional  bank 

CEO:  Andrew  8  Craig  III 

314-466-7720 

Boeing 

PO  Box  3707 

Seattle,  WA  98124-2207 

CEO:  Frank  A  Shrontz 


Aerospace  &  defense 
206-655-2121 


Boise  Cascade 

PO  Box  50 

Boise,  ID  83728-0001 

Paper  &  lumber 

CEO:  John  B  Fery 

208-384-6161 

Borden 

277  Park  Avenue 

New  York,  NY  10172-0129 

CEO:  Anthony  S  D'Amato 


Food  processing 
212-573-4000 


Borland  International 

PO  Box  660001 

Scotts  Valley,  CA  95067-0001 

Software 

CEO:  Philippe  Kahn 

408-438-8400 

Boston  Edison 

800  Boylston  Street 


Boston,  MA  02199 

Electric  util-NE 

CEO:  Bernard  W  Reznicek 

617-424-2000 

Bowater 

PO  Box  4012 

Darien,CT  06820-1412 

Paper  &  lumber 

CEO:  Anthony  P  Gammie 

203-656-7200 

Bristol-Myers  Squibb 

345  Park  Avenue 

New  York,  NY  10154-0037 

CEO:  Richard  L  Gelb 


Drugs 
212-546-4000 


Broad 

11601  Wilshire  Boulevard 

Los  Angeles,  CA  90025-1748 

Life  &  health  insurance 

CEO:  Eli  Broad 

310-312-5000 

Hlli'il^lKIIV- 


Brooklyn  Union  Gas 

One  MetroTech  Center 

Brooklyn,  NY  11201-3850 

Gas  distributor 

CEO:  Robert  B  Catell 

718-403-2000 

Brown-Forman 

PO  Box  1080 

Louisville,  KY  40201-1080 

CEO:  W  L  Lyons  Brown  Jr 


Beverages 
502-585-1100 


Brown  Group 

PO  Box  29 

St  Louis,  MO  63166 

Apparel  stores 

CEO:  Bernard  A  Bridgewater  Jr 

314-854-4000 

Browning-Ferris  Industries 

PO  Box  3151 


Houston,  TX  77253 

Industrial  services 

CEO:  William  D  Ruckelshaus 

713-870-8100 

Bruno's 

PO  Box  2486 

Birmingham,  AL  35201-2486 

Supermarkets 

CEO:  Ronald  G  Bruno 

205-940-9400 

Brunswick 

One  Brunswick  Plaza 
Skokie,  IL  60077 
CEO:  Jack  F  Reichert 


Appliances 
708-470-4700 


Burlington  Northern 

777  Main  Street 

Fort  Worth,  TX  76102 

Railroad 

CEO:  Gerald  Grinstein 

817-878-2000 

Seattle,  WA  98104-4097 
CEO.  Thomas  H  O'Leary 

Gas  producer/pipeliner 
206-467-3838 

c 

Cabletron  Systems 

PO  Box  5005 

Rochester,  NH  03867-5005 

CEO:  S  Robert  Levine 

Computer  peripherals 
603-332-9400 

Cabot 

75  State  Street 

Boston,  MA  02109-1806 

Specialty  chemicals 

CEO:  Samuel  W  Bodman 

617-345-0100 

Caesars  World 

1801  Century  Park  East 
Los  Angeles,  CA  90067 
CEO:  Henry  Gluck 


Hotels  &  recreation 
213-552-2711 


Caldor 

20  Glover  Avenue 

Norwalk,CT  06856-5620 

Drug  &  discount  stores 

CEO:  Don  R  Clarke 

203-849-2000 

CalFed 

5700  Wilshire  Boulevard 
Los  Angeles,  CA  90036 
CEO:  Jerry  St  Dennis 


Thrift 
213-932-4200 


Campbell  Soup 

Campbell  Place 

Camden,  NJ  08103-1799 

Food  processing 

CEO:  David  W  Johnson 

609-342-4800 

Capital  Cities/ABC 

77  West  66th  Street 
New  York,  NY  10023-6298 
CEO:  Daniel  B  Burke 


Broadcasting 
212-456-7777 


Capital  Holding 

PO  Box  32830 

Louisville,  KY  40232 

Life  &  health  insurance 

CEO:  Irving  W  Bailey  II 

502-560-2000 

Carnival  Cruise  Lines 

3655  Northwest  87th  Avenue 
Miami,  FL  33178-2428 
CEO:  Micky  Arisen 

Carolina  Power  &  Light 

PO  Box  1551 
Raleigh,  NC  27602 
CEO:  Sherwood  H  Smith  Jr 


\t 


Hotels  &  recreation 
305-599-2600 


Electnc  util-S£ 
919-545-6111 


Carter  Hawley  Hale  Stores 

444  South  Flower  Street 

Los  Angeles,  CA  90071 

Department  stores 

CEO:  Philip  M  Hawley 

213-620-0150 

Carter-Wallace 

1345  Avenue  of  the  Americas 
New  York,  NY  10105 
CEO:  Henry  HHoytJr 


Personal  products 
212-339-5000 


Caterpillar 

100  Northeast  Adams  Street 

Peoria,  IL  61629-7310 

Heavy  equipment 

CEO:  Donald  V  Files 

309-675-1000 

CBI  Industries 

800  Jorie  Boulevard 
Oak  Brook,  IL  60522-7001 
CEO:  John  E  Jones 


CBS 

51  West  52nd  Street 

New  York,  NY  10019 

Broadcasting 

CEO:  Laurence  A  Tisch 

212-975-4321 

Centel 

8725  Higgins  Road 
Chicago,  IL  60631 
CEO:  John  P  Frazee  Jr 


Telecommunications 
312-399-2500 


Centerior  Energy 

PO  Box  94661 

Cleveland,  OH  44101-4661 

Electnc  util-NC 

CEO:  Robert  J  Farting 

216-447-3100 

Centex 

PO  Box  19000 


Dallas,  TX  75219 

Residential  builder 

CEO:  Laurence  E  Hirsch 

214-559-6500 

Central  &  South  West 

PO  Box  660164 

Dallas,  TX  75266-0164 

Electnc  util-SC 

CEO:  E  R  Brooks 

214-754-1000 

Central  Bancshares  of  the  South 

701  South  20th  Street 

Birmingham.  AL  35233  Regional  bank 

CEO:  D  Paul  Jones  Jr  20S-933-3000 


Central  Fidelity  Banks 

PO  Box  27602 

Richmond.  VA  23261 

Regional  bank 

CEO:  Carroll  L  Same 

804-782-4000 

Champion  International 

One  Champion  Plaza 
Stamford,  CT  06921 
CEO:  Andrew  C  Sigler 

Charming  Shoppes 

450  Winks  Lane 
Bensalem.  PA  19020 
CEO  David  VWachs 

Chase  Manhattan 

One  Chase  Manhattan  Plaza 
New  York.  NY  10081 
CEO  Thomas  G  Labrecque 


Paper  &  lumber 
203-358-7000 


Apparel  stares 
215-245-9100 


Multinational  txnk 
212-552-2222 


Chemical  Banking 

270  Park  Avenue 

New  Yorti.  NY  10017 

Muitmatwnaibink 

CEO:  John  F  McGillicuddy 

212-270-6000 

Commercial  builder 
708-572-7000 
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Van  Kampen  MerrM 


Van  Kampen  Merritt  Short-lbrm  Global  Income  Fund 


Make  The  World  Work  For  You 


Higher  returns  on  quality,  short-term  investments  are 
often  found  outside  of  the  United  States.  We  can  help  you 
take  advantage  of  this  situation  with  the  new  Van  Kampen 
Merritt  Short-Term  Global  Income  Fimd.  It  invests  in  high- 
quality,  short-term  foreign  and  domestic  securities 
denominated  in  various  currencies  from  stable  industrial 
nations.  So  you  can  diversify  your  portfolio  and  help 
reduce  your  exposure  to  fluctuations  in  U.S.  interest  rates. 
The  result  can  be  a  more  stable  net  asset  value  than 


longer-term  global  bond  funds — and  you  can  benefit 
from  favorable  market  conditions  all  around  the  world, 
not  just  here. 

It's  a  big  world.  Turn  it  into  a  big  opportunity.  Ask 
your  investment  representative  for  a  prospectus  con- 
taining more  complete  information,  including  charges 
and  expenses.  Please  read  the  prospectus  care- 
fully before  you  invest  or  send  money.  Or  call 
1-800-DIAL-VKM  (1-800-342-5856)  ext.  1214. 


Van  Kampen  MerriW 

A  XEROX  Financial  Services  Company 

Investing  With  A  Sense  of  Direction® 


Although  the  Fund's  net  asset  value  will  fluctuate  as  a  result  of  changes  in  currency  exchange  rates,  the  Fund  will  seek  to  minimize  these 
fluctuations  by  maintaining  a  portfolio  of  investments  that  is,  on  the  whole,  relatively  neutral  to  fluctuations  in  the  value  of  the  I  IS.  dollar 
(relative  to  an  aggregate  of  the  currencies  of  m^or  industrialized  countries).  In  addition,  the  Fund  intends  to  engage  in  hedging  and  risk 
management  transactions  to  seek  to  minimize  fluctuations  in  net  asset  value  which  are  due  to  changes  in  curn^ncy  exchange  rates.  The 
principal  value  and  investment  return  of  Fund  shares  will  vary  with  market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the  time 
of  purchase.^"  and  ®denotes  registered  trademarks  of  Van  Kampen  Merritt  Inc. 
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Chevron 

225  Bush  Street 

San  Francisco,  CA  94104-4289 

International  oil 

CEO:  Kennetti  T  Derr 

415-894-7700 

Chiquita  Brands  International 

250  East  Fifth  Street 
Cincinnati;  OH  45202 
CEO:  Carl  H  Lindner 


Food  processing 
513-784-8000 


Chrysler 

12000  Chrysler  Drive 

Highland  Park,  Ml  48288-1919 

Autos  S  trucks 

CEO:  Lee  A  lacocca 

313-956-5741 

Chubb 

PO  Box  1615 

Warren,  NJ  07061-1615 

CEO:  Dean  R  O'Hare 


Property  &  casualty  ins 
908-580-2000 


Cigna 

One  Liberty  Place 

Philadelphia,  PA  19192-1550 

Diversified  insurance 

CEO:  Wilson  H  Taylor 

215-761-1000 

Cincinnati  Financial 

PO  Box  145496 


Cincinnati,  OH  45250-5496 

Diversified  insurance 

CEO:  Robert  B  Morgan 

513-870-2000 

Cincinnati  Gas  &  Electric 

PO  Box  960 

Cincinnati,  OH  45201-0960 

Electric  util-NC 

CEO:  Jackson  H  Randolph 

513-381-2000 

Cipsco 

607  East  Adams  Street 
Springfield,  IL  62739 
CEO:  Clifford  L  Greenwalt 


Electric  util-NC 
217-523-3600 


Circle  K 

PO  Box  52084 

Phoenix,  AZ  85072-2084 

Supermarkets 

CEO:  Bart  A  Brown  Jr 

602-253-9600 

Circuit  City  Stores 

9950  Mayland  Drive 
Richmond,  VA  23233 
CEO:  Richard  L  Sharp 


Consumer  electron  strs 
804-527-4000 


Circus  Circus  Enterprises 

PO  Box  14967 

Las  Vegas,  NV  89114-4967 

Hotels  &  recreation 

CEO:  William  G  Bennett 

702-734-0410 

Cisco  Systems 

1525  O'Brien  Drive 
Menio  Park,  CA  94025 
CEO:  John  P  Morgridge 


Computer  peripherals 
415-326-194J 


Citadel  Holding 

600  North  Brand  Boulevard 

Glendale,CA  91203 

Thrift 

CEO:  William  CWalbrecherJr 

818-956-7100 

Citicorp 

399  Park  Avenue 
New  York,  NY  10043 
CEO:  John  S  Reed 

Citizens  Utilities 

PO  Box  3801 
Stamford,  CT  06905 
CEO:  Leonard  Tow 

City  National 

400  North  Roxbury  Drive 
Beverly  Hills,  CA  90210 
CEO:  Bram  Goldsmith 


Multinational  bank 
212-559-1000 


Telecommunications 
203-329-8800 


Regional  bank 
310-550-5400 


Clorox 

1221  Broadway 

Oakland,  CA  94612-1888 

Personal  products 

CEO:  Charles  R  Weaver 

510-271-7000 

CMS  Energy 

330  ■'own  Center  Drive 

Dearborn,  Ml  48126 

CEO:  William  TMcCormickJr 

Coast  Savings  Financial 

1000  Wilshire  Boulevard 
Los  Angeles,  CA  90017-2457 
CtO:  Ray  Martin 


Electric  util-NC 
313-436-9200 


Thrift 
213-362-2000 


Coastal  Corp 

Nine  Greenway  Plaza 

Houston,  TX  77046-0995 

Gas  producer/pipeliner 

CEO:  James  R  Paul 

713-877-1400 

Coca-Cola 

PO  Drawer  1734 
Atlanta,  GA  30301 
CEO:  Roberto  C  Goizueta 


Beverages 
404-676-2121 


Coca-Cola  Enterprises 

Coca-Cola  Plaza  NW 

Atlanta,  GA  30313-2499 

Beverages 

CEO:  Summerfield  K  Johnston  Jr 

404-676-2100 

Colgate-Palmolive 

300  Park  Avenue 


New  York,  NY  10022 

Personal  products 

CEO:  Reuben  Mark 

212-310-2000 

Colorado  National  Bankshares 

PO  Box  5168 

Denver,  CO  80217 

Regional  bank 

CEO:  Will  F  Nicholson  Jr 

303-629-1968 

Columbia  Gas  System 

20  Montchanin  Road 
Wilmington,  DE  19807-0020 
CEO:  John  H  Croom 


Integrated  gas 
302-429-5000 


Comcast 

1234  Market  Street 

Philadelphia,  PA  19107-3723 

Broadcasting 

CEO:  Ralph  J  Roberts 

215-665-1700 

Comdisco 

6111  North  River  Road 
Rosemont,IL  60018 
CEO:  Kenneth  N  Pontikes 


Business  supplies 
708-698-3000 


Comerica 

211  West  Fort  Street 

Detroit,  Ml  48275 

Regional  bank 

CEO:  Eugene  A  Miller 

313-222-3300 

Commerce  Bancshares 

PO  Box  13686 


Kansas  City,  MO  64199-3686 

Regional  bank 

CEO:  David  W  Kemper 

816-234-2000 

Commercial  Federal 

2120  South  72nd  Street 

Omaha,  NE  68124 

Thrift 

CEO:  William  A  Fitzgerald 

402-554-9200 

Commonwealth  Edison 

PO  Box  767 

Chicago,  IL  60690-0767 

CEO:  James  J  O'Connor 


Electric  util-NC 
312-294-4321 


Compaq  Computer 

PO  Box  692000 

Houston,  TX  77069-2000 

Computer  systems 

CEO:  Eckharo  Pfeiffer 

713-370-0670 

Computer  Associates  International 

One  Computer  Associates  Plaza 

Islandia,  NY  11788-7000  Software 

CEO:  Charles  B  Wang  516-342-5224 


Computer  Sciences 

?100  East  Grand  Avenue 

tl  Segundo,  CA  90245 

Business  services 

CEO  William  R  Hoover 

310-615-0311 

ConAgra 

One  ConAgra  Drive 
Omaha,  NE  68102-5001 
CEO:  Charles  M  Harper 

Conner  Peripherals 

3081  Zanker Road 

San  Jose,  CA  95134-2128 

CEO:  Finis  F  Conner 

Conseco 

PO  Box  1911 
Carmel,  IN  46032 
CEO:  Stephen  C  Hilbert 

Consolidated  Edison 

4  Irving  Place 
New  York,  NY  10003 
CEO;  Eugene  R  McGrath 


Food  processtng 
402-59S-4000 


Computer  peripherals 
408-456-4500 


Life  &  health  insurance 
317-573-6100 


Electric  util-NE 
212-46(Me00 


Consolidated  Freightways 

3240  Hillview  Avenue 

Palo  Alto,  CA  94304-1297 

Trucking  &  shipping 

CEO:  Donald  E  Moffitt 

415-494-2900 

Consolidated  Natural  Gas 

CNG  Tower 

Pittsburgh,  PA  15222-3199  Integrated  gas 

CEO:  George  A  Davidson  Jr  412-227-1000 

Consolidated  Papers 

PO  Box  8050 

Wisconsin  Rapids,  Wl  54495-8050  Paper  &  lumber 

CEO:  George  W  Mead  715-422-3111 

Consolidated  Rail 

Six  Penn  Center  Plaza 

Philadelphia,  PA  19103-2959  Railroad 

CEO:  James  A  Hagen  215-977-4000 

Continental  Airiines  Holdings 

PO  Box  4607 

Houston,  TX  77210-4607  Airline 

CEO:  Robert  R  Ferguson  III  713-«34-2950 

Continental  Bank 

231  South  LaSalle  Street 

Chicago,  IL  60697  Multinational  bank 

CEO:  Thomas  C  Theobald  312-«28-2345 


Continental  Corp 

180  Maiden  Lane 

New  York,  NY  10038 

Property  &  casualty  ins 

CEO:  John  P  Mascotte 

212-440-3980 

Cooper  Industries 

PO  Box  4446 
Houston,  TX  77210 
CEO:  Robert  Cizik 

Cooper  Tire  &  Rubber 

PO  Box  550 

Findlay,  OH  45839-0550 

CEO:  Ivan  W  Gorr 

Adolph  Coors 

Golden.  CO  80401 
CEO:  William  K  Coors 


Misc  industrial  equip 
713-739-5400 


Auto  parts 
419-423-1321 


Beverages 
303-279-6565 


CoreStates  Financial 

PO  Box  7618 

Philadelphia.  PA  19101-7618 

Rcfional  bank 

CEO  Terrence  A  Larsen 

215-973-3100 

Coming 

Houghton  Park 
Corning.  NY  14831 
CEO  James  R  Houghton 


TelKMMiunications 
607-974-9000 


Costco  Wholesale 

POBm  97077 

Kirkland.  WA  98083-9777 

SpeciaRy  rcUtlMC 

CEO  James  D  Sinegal 

20642M100 

372 


Forbes  ■  April  27,  1992 


Is  There  Any  Way 
to  Make  Absolutely 
Positively  Sure, 
You've  Chosen  a 
Superior  Supplier 
for  Your  Sand  Castings? 

Probably  not  -  But  you  might  start  by  choosing 
a  supplier  that  has  paid  a  dividend  every  year 
without  fail  since  being  listed  on  the  NYSE. 
You  might  start  with  Fansteel. 

Fansteel  is  a  Specialty  Metals  Manufacturer  of  Fabricated  Aircraft/  Aerospace 
and  Weapons  Systems  Components.  Forgings.  Sand  Mold  and  Investment 
Castings,  Cutting  and  Milling  Tools.  Tool  Holding  Devices.  Coal  Mining  Tools 
and  Accessories.  Construction  Tools.  Wear  Parts  and  Special  Wire  Forms. 

fansteel 

1  Tantalum  Place 
North  Chicago,  IL  60064 
708-689-4900 


When  Williams  International 
and  Rolls  Royce  formed  a 
partnership  to  develop  the 
revolutionary  Williams  Rolls 
FJ44  Turbofan  jet  engine  - 
the  engine  that  will  power  the 
Cessna  CitationJet  and 
Swearingen  SJ30  Fanjejl  - 
they  chose  Fansteel 
Wellman  Dynamics  to  supply 
the  critical  interstage  inlet 
housing  castings. 

Superior  Sand  Castings  from 
Fansteel  Wellman  Dynamics, 
another  reason  it  will  pay  you 
to  know  more  about  us. 
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CPC  International 

PO  Box  8000 

Englewood  Cliffs,  NJ  07632-9976 

CEO:  Charles  R  Shoemate 

Food  processing 
201-894-400C 

Computer  system: 
612-683-710C 

Delmarva  Power  &  Light 

PO  Box  231 
.       Wilmington,  DE  19899 
)      CEO:  Nevius  M  Curtis 

Delta  Air  Lines 

Hartsfield  Atlanta  Airport 
Atlanta,  GA  30320 
CEO:  Ronald  W  Allen 

Electric  util-NE 
302-429-3011 

Airiine 
404-715-2600 

Dow  Chemical 

2030  Dow  Center 
Midland,  Ml  48674 
CEO:  Frank  P  Popoff 

Diversified  chemk:als 
517-636-1000 

Cray  Research 

655-A  Lone  Oak  Drive 
Eagan,  MM  55121 
CEO:  John  A  Rollwagen 

Dow  Jones 

200  Liberty  Street 
New  York,  NY  10281 
CEO:  Peter  R  Kann 

Publishing 
212-416-2000 

1 

Crestar  Financial 

PO  Box  26665 
Richmond,  VA  23261-6665 
CEO:  Richard  G  Tilghman 

Regional  bani 
804-782-500C 

Deluxe 

PO  Box  64399 

St  Paul,  MN  55164-0399 

CEO:  Harold  V  Haverty 

Business  supplies 
612-483-7111 

Downey  Savings  &  Loan  Assn 

PO  Box  6000 

Newport  Beach,  CA  92658-6000 

CEO:  Robert  L  Kemper 

Thnft 
714-854-3100 

• 

Crown  Central  Petroleum 

PO  Box  1168 
Baltimore,  MD  21203 
CEO:  Henry  A  Rosenberg  Jr 

Miscellaneous  ener© 
301-539-740C 

Deposit  Guaranty 

PO  Box  730 

Jackson,  MS  39205-0730 

CEO:  Emerson  B  Robinson  Jr 

Regional  bank 
601-968-4794 

DPL 

Courthouse  Plaza  Southwest 
Dayton,  OH  45402 
CEO:  Peter  H  Forster 

Electric  util-NC 
513-224-6000 

1 

Crown  Cork  &  Seal 

PO  Box  6208 
Philadelphia,  PA  19136 
CEO:  William  J  Avery 

Packaging 
215-698-510C 

Detroit  Edison 

2000  Second  Avenue 
Detroit,  Ml  48226 
CEO:  John  E  Lobbia 

Electric  util-NC 
313-237-8000 

DQE 

One  Oxford  Centre 
Pittsburgh,  PA  15279 
CEO:  Wesley  W  von  Schack 

Electric  util-NC 
412-393-6000 

1 

CSF  Holdings 

999  Brickell  Avenue 
Miami,  FL  33131 
CEO:  Charles  B  Stuzin 

Thrifl 
305-577-040C 

Dial 

1850  North  Central  Avenue 
Phoenix,  AZ  85077-2315 
CEO:  John  WTeets 

Personal  products 
602-207-4000 

Dresser  Industries 

PO  Box  718 
Dallas,  TX  75221 
CEO:  John  J  Murphy 

Oilfield  services 
214-740-6000 

CSX 

PO  Box  C-32222 
Richmond,  VA  23261 
CEO: John  W  Snow 

Railroad 
804-782-140C 

Diamond  Shamrock 

PO  Box  696000 

San  Antonio,  TX  78269-6000 

CEO:  Roger  R  Hemminghaus 

Miscellaneous  energy 
512-641-6800 

Dreyfus 

200  Park  Avenue 
New  York,  NY  10166 
CEO:  Howard  Stein 

Lease  &  finance 
212-922-6000 

Cullen/Frost  Bankers 

PO  Box  1600 

San  Antonio,  TX  78296 

CEO:  Thomas  C  Frost 

Regional  banl< 
512-220-4011 

Digital  Equipment 

146  Main  Street 
Maynard,  MA  01754-2571 
CEO:  Kenneth  H  Olsen 

Computer  systems 
508-493-5111 

El  du  Pont  de  Nemours 

1007  Market  Street 
Wilmington,  DE  19898 
CEO:  Edgar  SWoolardJr 

Oivefsified  chemicals 
302-774-1000 

M 

Cummins  Engine 

Box  3005 

Columbus,  IN  47202-3005 

CEO:  Henry  B  Schacht 

Auto  parts 
812-377-500D 

Dillard  Department  Stores 

PO  Box  486 

Little  Rock,  AR  72203                            Department  stores 

CEO:  William  T  Dillard  Sr                             501-376-5200 

Dime  Savings  Bank  of  New  York  FSB 

589  Fifth  Avenue 

New  York,  NY  10017                                             Thrift 

CEO:  Richard  D  Parsons                              212-326-6100 

Duke  Power 

422  South  Church  Street 
Chariotte,  NC  28242-0001 
CEO:  William  S  Lee 

Electric  util-SE 
704-373-4011 

Cyprus  Minerals 

PO  Box  3299 
Englewood,  CO  80155 
CEO:  Calvin  A  Campbell  Jr 

Nonferrous  metals 
303-643-500C 

Dun  &  Bradstreet 

299  Park  Avenue 
New  York,  NY  10171 
CEO:  Charles  W  Montz 

Publishing 
212-593-6800 

D 

Discount  Corp  of  New  York 

58  Pine  Street 

New  York,  NY  10005 

CEO:  Raphael  de  la  Gueronniere 

Lease  &  finance 
212-248-8900 

Duracell  International 

Berkshire  Industrial  Park 
Bethel,  CT  06801 
CEO:  C  Robert  Kidder 

Personal  products 
203-7%-4000 

Dana 

PO  Box  1000 

Toledo,  OH  43697 

CEO:  Southwood  J  Morcott 

Auto  parts 
419-535-450C 

Walt  Disney 

500  South  Buena  Vista  Street 
Burbank,CA  91521 
CEO:  Michael  0  Eisner 

Dole  Food 

31355  Oak  Crest  Drive 
Westlake  Village,  CA  91361 
CEO:  David  H  Murdock 

Hotels  &  recreation 
818-560-1000 

Food  processing 
818-879-6600 

E 

Data  General 

4400  Computer  Drive 
Westboro,  MA  01580 
CEO:  Ronald  Skates 

Computer  systems 
508-366-8911 

Regional  bank 
717-255-2121 

E-Systems 

PO  Box  660248 
Dallas,  TX  75266-0248 
CEO:  E  Gene  Keiffer 

AefDspace  &  defense 
214-661-1000 

Dauphin  Deposit 

213  Market  Street 
Harrisburg,  PA  17101 
CEO:  William  J  King 

Dominion  Bankshares 

PO  Box  13327 
Roanoke,  VA  24040-0001 
CEO:  Warner  N  Dalhouse 

Regional  bank 
703-563-7000 

Eastman  Kodak 

343  State  Street 
Rochester,  NY  14650 
CEO:  Kay  R  Whitmore 

Pholotraphy  &  toirs 
716-724-4000 

Dayton  Hudson 

777  Nicollet  Mall 
Minneapolis,  MN  55402 
CEO:  Kenneth  A  Macke 

Drug  &  discount  stores 
612-370-6948 

Food  processing 
312-625-620C 

Heavy  equipmen 
309-765-800(1 

Dominion  Resources 

PO  Box  26532 
Richmond,  VA  23261 
CEO: Thos  E  Capps 

RR  Donnelley  &  Sons 

2223  Martin  Luther  King  Drive 
Chicago,  IL  60616-1471 
CEO:  John  R  Walter 

Dover 

280  Park  Avenue 

New  York,  NY  10017-1292 

CEO:  Gary  L  Roubos 

Electric  ufil-SE 
804-775-5700 

Publishing 
312-326-8000 

Misc  industnal  equip 
212-922-1640 

Eaton 

Eaton  Center 

Cleveland,  OH  44114-2584 

CEO  William  E  Butler 

Auto  parts 
216-523-5000 

Dean  Foods 

3600  North  River  Road 
Franklin  Park,  IL  60131 
CEO:  Howard  M  Dean 

Echlin 

100  Double  Beach  Road 
Brantord,  CT  06405 
CEO:  Fredenck  J  Mancheski 

Auto  parts 
203-481-5751 

Deere  &  Co 

John  Deere  Road 
Moline,IL  61265-8098 
CEO:  Hans  WBecherer 

Edison  Brothers  Stores 

PO  Box  14020 
St  Louis,  MO  63178 
CEO:  Andrew  E  Newman 

Apparel  stores 
314-331-6000 
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TomoiTOvr^  self-service 

and  security  systems 
have  arrived  a  day  early 

at  Diebold« 


We  don't  ask  our  customers 
to  wait.  The  technology  of  the 
future  has  arrived  at  Diebold. 
We've  already  introduced 
the  first  automated  teller 
m^       \^     machines  (ATM)  with  advanced 
Mh  '"""'M     imase-lift  technology  that 
^^1^  ^J^    positions  financial  institutions 
^l"  I^^K     for  paperless, digital  check 
^^^^^^^^^    processing. 
^^^HPJ  And  now,  with  our 

^^^^^^     InterBold™  joint  venture 
-^"^^^^^    with  IBM,  we've  introduced 
the  world's  most  reliable  ATMs.  By 
integrating  our  ATMs  into  the  branch 
automation  system,  we  help  customers 
provide  services  once  available  only  at 
the  teller. 

Our  security  product  technology  is 
among  the  industry's  most  advanced  and 
we  are  working  to  expand  our  presence 
in  global  markets.  Diebold  also  has  the 
industry's  largest  service  network  linked  to 
a  Customer  Response  Center  by  handheld 
computers. 

We've  pioneered  machines  that  allow 
motorists  to  pay  for  gasoline  at  the  pump. 
And  others  that  dispense  video  movies, 
tickets  and  postage  stamps. 

For  a  fact  sheet  that  highlights  our 
leading  technology,  growth  prospects 
and  dividend  record,  write  to  Diebold, 
Incorporated,  Investor  Relations, 
Dept.  9-79-H,  P.O.  Box  8230,  Canton,  Ohio 
44711-8230. 

Or  call  our  financial  hotline, 
1-800-766-5859. 


INCORPORATED 


WHERE  TO  FIND  THE  COMPANIES 
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AG  Edwards 

One  North  Jefferson  Avenue 

St  Louis,  MO  63103 

Securities  brokerage 

CEO:  Benjamin  F  Edwards  III 

314-289-3000 

EG&G 

45  William  Street 
Wellesley,  MA  02181 
CEO:  John  M  Kucharski 

Emerson  Electric 

PO  Box  4100 

St  Louis,  MO  63136 

CEO:  Charles  F  Knight 

Engelhard 

101  Wood  Avenue 
Iselin,  NJ  08830-0770 
CEO:  Orin  R  Smith 


Misc  industrial  equip 
617-237-5100 


Electrical  equipment 
314-553-2000 


Nonferrous  metals 
908-205-6000 


Enron 

PO  Box  1188 

Houston,  TX  77251-1188 

Gas  producer/pipeliner 

CEO:  Kenneth  L  Lay 

713-853-6161 

Enserch 

300  South  St  Paul  Street 
Dallas,  TX  75201-5598 
CEO:  William  C  McCord 


Integrated  gas 
214-651-8700 


Entergy 

PO  Box  61005 

New  Orleans,  LA  70161 

Electric  util-SC 

CEO:  Edwin  Lupberger 

504-529-5262 

Equifax 

Box  4081 

Atlanta,  GA  30302 

Business  services 

CEO:  C  B  Rogers  Jr 

404-885-8000 

Equimark 

Two  Oliver  Plaza 

Pittsburgh,  PA  15222 

Regional  bank 

CEO:  Gary  W  Fiedler 

412-288-5000 

Equitable  of  Iowa  Cos 

PO  Box  9107 

Des  Moines,  lA  50306 

CEO:  Frederick  S  Hubbell 


Life  &  health  insurance 
515-282-1335 


Equitable  Resources 

420  Boulevard  of  the  Allies 

Pittsburgh,  PA  15219 

Integrated  gas 

CEO:  Donald  1  Moritz 

412-261-3000 

Ethyl 

PO  Box  2189 

Richmond,  VA  23217 

Specialty  chemicals 

CEO:  Floyd  D  Gottwald  Jr 

804-788-5000 

Exxon 

225  E  John  W  Carpenter  Freeway 
Irving,  TX  75062-2298 
CEO:  Lawrence  G  Rawl 


International  oil 
214-444-1000 


Farm  &  Home  Financial 

PO  Box  1893 
Nevada,  MO  64772 
CEO:  John  Morton  III 

Federal  Express 

2005  Corporate  Avenue 
Memphis,  TN  38132 
CEO:  Frederick  W  Smith 

Federal  Home  Loan  Mortgage 

8200  Jones  Branch  Drive 
McLean,  VA  22102 
CEO:  LeIand  C  Brendsel 


Thrift 
417-667-3333 


Trucking  &  shipping 
901-369-3600 


Lease  &  finance 
800-336-3672 


Federal  National  Mortgage  Assn 

3900  Wisconsin  Avenue  NW 

Washington,  DC  20016-2899  Lease  &  finance 

CEO:  James  A  Johnson  202-752-7000 

Federal  Paper  Board 

75  Chestnut  Ridge  Road 

Montvale,  NJ  07645  Paper  &  lumber 

CEO:  John  R  Kennedy  201-391-1776 

Federated  Department  Stores 

7  West  Seventh  Street 

Cincinnati,  OH  45202  Department  stores 

CEO:  Allen  I  Questrom  513-579-7000 


Fifth  Third  Bancorp 

38  Fountain  Square  Plaza 

Cincinnati,  OH  45263 

Regional  bank 

CEO:  George  A  SchaeferJr 

513-579-5300 

Fina 

8350  North  Central  Expressway 

Dallas,  TX  75206 

Miscellaneous  energy 

CEO:  Ron  W  Haddock 

214-750-2400 

First  Alabama  Bancshares 

PO  Box  1448 


Montgomery,  AL  36102 

Regional  bank 

CEO:  J  Stanley  Mackin 

205-832-8011 

First  American  Corp 

First  American  Center 

Nashville,  TN  37237-0715 

Regional  bank 

CEO:  Dennis  C  Bottorff 

615-748-2000 

First  Bancorporation  of  Ohio 

106  South  Main  Street 

Akron,  OH  44308-1444 

Regional  bank 

CEO:  Howard  L  Flood 

216-384-8000 

First  Bank  System 

PO  Box  522 

Minneapolis,  MN  55480 

Regional  bank 

CEO:  John  F  Grundhofer 

612-370-5100 

First  Chicago 

One  First  National  Plaza 

Chicago,  IL  60670 

Multinational  bank 

CEO:  Richard  L  Thomas 

312-732-4000 

First  Citizens  BancShares 

PO  Box  151 

Raleigh,  NC  27602 

Regional  bank 

CEO:  Lewis  R  Holding 

919-755-7000 

First  City  Bancorp  of  Texas 

1001  Main  Street 

Houston,  TX  77002 

Regional  bank 

CEO:  C  Ivan  Wilson 

713-658-6011 

First  Commerce 

PO  Box  60279 

New  Orleans,  LA  70160-0279 

Regional  bank 

CEO:  Ian  Arnof 

504-561-1371 

First  Empire  State 

One  M&T  Plaza 

Buffalo,  NY  14203-2399  Regional  bank 

CEO:  Robert  G  Wilmers  716-842-5445 

First  Fidelity  Bancorp 

1009  Lenox  Drive 

LawrenceviJie,  NJ  08648-0980  Regional  bank 

CEO:  Anthony  P  Terracciano  609-895-6800 

First  Financial  Management 

3  Corporate  Square 

Atlanta,  GA  30329  Business  services 

CEO:  Patrick  H  Thomas  404-321-0120 

First  Florida  Banks 

PO  Box  31265 

Tampa,  FL  33631-3265  Regional  bank 

CEO:  Paul  M  Human  813-224-1111 


First  Hawaiian 

PO  Box  3200 
Honolulu,  HI  96847 
CEO:  Walter  A  DodsJr 

First  Interstate  Bancorp 

PO  Box  54068 

Los  Angeles,  CA  90054 

CEO:  Edward  M  Carson 

First  of  America  Bank 

108  East  Michigan  Avenue 
Kalamazoo,  Ml  49007 
CEO:  Daniel  R  Smith 

First  Security 

PO  Box  30006 

Salt  Lake  City,  UT  84130-0006 

CEO:  Spencer  F  Eccles 


First  Union 

One  First  Union  Center 
Charlotte,  NC  28288-0570 
CEO:  Edward  E  Crutchfield  Jr 


Firstar 

PO  Box  532 
Milwaukee,  Wl  53201 
CEO:  Roger  L  Fitzsimonds 


FirstFed  Michigan 

1001  Woodward  Avenue 


Fleet/Norstar  Financial 

50  Kennedy  Plaza 
Providence,  Rl  02903 
CEO:  Terrence  Murray 

Fleming  Cos 

PO  Box  26647 

Oklahoma  City,  OK  73126-0647 

CEO:  E  Dean  Wemes 

FlightSafety  International 

Marine  Air  Terminal-La  Guardia 
Flushing,  NY  11371-1061 
CEO:  Albert  L  Uettschi 

Florida  Progress 

PO  Box  33028 

St  Petersburg,  a  33733 

CEO  lack  B  Cntchtield 

Fluor 

3333  MKhelson  Dnve 
Irvine.  CA  92730 
CEO  Leslie  G  McCmr 

FMC 

200  East  Randolph  Drrve 
Chicago.  IL  60601 
CEO:  Robert  N  Burt 


Regionall 
808-525-7 


Regional  I 
213-614-3001 


Regional  bait 
616-376-90QQ 


Regional  bai* 
801-350-6000 


First  Tennessee  National 

POBox84 

Memphis,  TN  38101 

Regional  bank 

CEO;  Ronald  Terry 

901-523-4444 

Regional  bank 
704-374-6565 


First  Virginia  Banks 

6400  Arlington  Boulevard 

Falls  Church,  VA  22042-2336 

Regional  bank 

CEO:  Robert  H  Zaiokar 

703-24M000 

Regional  bank 
414-765-4321 


FirstFed  Financial 

401  Wilshire  Boulevard 

Santa  Monica.  CA  90401 

Thnfl 

CEO:  William  S  Mortensen 

213-319-6000 

Detroit,  Ml  48226 

Thrtfl 

CEO:  C  Gene  Harling 

313-965-1400 

FirsTier  Financial 

1700  Farnam  Street 

Omaha,  NE  68102-2183 

Regional  bank 

CEO:  David  A  Rismiller 

402-348-6000 

RcgioMi  bank 
401-278-5800 


FoodwMesaler 
40^440-7200 


Business  services 
718-56M100 


ElectTK  litri-SC 
813-824-6400 


Comnwfctal  bwidv 
714-97S-2000 


Diversified  dwMCtIs 
312-861-6000 
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Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


li 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  youre  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 

Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 

goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
330  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Guide  to  Selecting 
a  Financial  Advisor. 

'Charles  Schwab  &  Co.,  Inc.  does  not  endorse  or 
recommend  any  particular  advisor  None  of  these  Financial 
Advi.sors  are  employed  by  Charles  Schwab  &  Co  ,  Irw 

Call  now,  toll-free: 

800-442-5111  ext  310 


Charles  Schwab 


Member  SIPC/New  York  Stock  Exchange,  Inc.       £  1992  Charles  Schwab  &  Co..  Inc.       All  Rights  Reserved 
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Food  Lion 

PO  Box  1330 

Salisbufv,  NC  28145-1330 

Supermarkets 

CEO:  Tom  E  Smith 

704-633-8250 

Ford  Motor 

PO  Box  1899 
Dearborn,  Ml  48121 
CEO:  Harold  A  Poling 


Fourth  Financial 

PO  Box  4 

Wichita,  KS  67201-0004 

CEO:  Darrell  G  Knudson 


Franklin  Resources 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404 
CEO:  Charles  B  Johnson 


Fruit  of  the  Loom 

233  South  Wacker  Drive 
Chicago,  IL  60606 
CEO:  William  Farley 


G 


Gannett 

1100  Wilson  Boulevard 
Arlington,  VA  22234 
CEO:  John  J  Curley 


GATX 

120  South  Riverside  Plaza 
Chicago,  IL  60606-3998 
CEO:  James  J  Glasser 

Geico 

One  Geico  Plaza 
Washington,  DC  20076-0001 
CEO:  William  B  Snyder 


Autos  &  trucks 
313-322-3000 


General  Cinema 

27  Boylston  Street 
Chestnut  Hill,  MA  02167 
CEO:  Robert  J  Tarr 

General  Dynamics 

3190  Fairview  Park  Drive 
Falls  Church,  VA  22042-4523 
CEO:  William  A  Anders 


Publishing 
617-232-8200 


Aerospace  &  defense 
703-876-3000 


BF  Goodrich 

3925  Embassy  Parkway 

Akron,  OH  44313-1799 

Diversified  chemicab 

CEO:  John  D  Ong 

216-374-20« 

Goodyear  Tire  &  Rubber 

1144  East  Market  Street 
Akron,  OH  44316-0001 
CEO:  Stanley  C  Gault 


Autoparb 
216-796-2121 


Forest  Laboratories 

150  East  58th  Street 

New  York,  NY  10155-0015 

Drugs 

CEO:  Howard  Solomon 

212-421-7850 

General  Electric 

3135  Easton  Turnpike 

Fairfield,  CT  06431 

Aerospace  &  defense 

CEO:  John  F  Welch  Jr 

203-373-2211 

WR  Grace 

One  Town  Center  Road 

Boca  Raton,  a  33486-1010 

Specialty  chemicats 

CEO:  J  Peter  Grace 

407-362-2000 

Fortune  Bancorp 

General  Mills 

WW  Grainger 

PO  Box  6100 

PO  Box  1113 

5500  West  Howard  Street 

Cleawater.  FL  34618-6100 

Thrift 

Minneapolis,  MN  5544C 

Food  processing 

Skokie,  IL  60077-2699 

CEO:  John  R  Torell  III 

813-538-1000 

CEO:HBAtwaterJr 

612-540-2311 

CEO:  David  W  Grainger 

Foster  Wheeler 

Perryville  Corporate  Park 

Clinton,  NJ  08809-4000 

Commercial  builder 

CEO;  Louis  E  Azzato 

908-730-4000 

General  Motors 

3044  West  Grand  Boulevard 

Detroit,  Ml  48202-3091 

Autos  &  trucks 

CEO:  Robert  C  Stempel 

313-556-5000 

Regional  bank 
316-261-4444 


General  Public  Utilities 

100  Interpace  Parkway 
Parsippany,  NJ  07054-1149 
CEO:  James  R  Leva 


Electric  util-NE 
201-263-6500 


Great  Atlantic  &  Pacific  Tea 

2  Paragon  Drive 
Montvale,  NJ  07645 
CEO:  James  Wood 

Great  Lakes  Bancorp  FSB 

One  Great  Lakes  Plaza 
Ann  Arbor,  Ml  48107-8600 
CEO:  Robert  J  Delonis 


Electrical  equipment 
708-982-9000 


Supennarkets 
201-573-9700 


Thrift 
313-769-8300 


FPL  Group 

PO  Box  14000 

Juno  Beach,  FL  33408 

Electric  util-SE 

CEO:  James  L  Broadhead 

407-694-6300 

General  Re 

PO  Box  10351 

Stamford,  CT  06904-2351 

Property  &  casualty  ins 

CEO:  Ronald  E  Ferguson 

203-328-5000 

Great  Lakes  Chemical 

PO  Box  2200 

West  Lafayette,  IN  47906 

Specialty  chemicals 

CEO:  Emerson  Kampen 

317-497-6100 

Lease  &  finance 
415-570-3000 


General  Signal 

PO  Box  10010 
Stamford,  CT  06904 
CEO:  Edmund  M  Carpenter 


Misc  industrial  equip 
203-357-8800 


Freeport-McMoRan 

PO  Box  61119 

New  Orleans,  U\  70161 

Specialty  chemicals 

CEO:  James  R  Moffett 

504-582-4000 

Genuine  Parts 

2999  Circle  75  Parkway 

Atlanta,  GA  30339 

Auto  parts 

CEO:  Lairy  L  Prince 

404-953-1700 

Textiles  &  apparel 
312-876-1724 


Georgia  Gulf 

PO  Box  105197 
Atlanta,  GA  30348 
CEO:  Jerry  R  Satrum 


Specialty  chemicals 
404-395-4500 


Great  Western  Financial 

8484  Wilshire  Boulevard 
Beverly  Hills,  CA  90211 
CEO:  James  F  Montgomery 

Greater  New  York  Savings  Bank 

One  Penn  Plaza 
New  York,  NY  10119 
CEO:  Gerard  C  Keegan 

Grumman 

1111  Stewart  Avenue 
Bethpage.  NY  11714-3580 
CEO:  Renso  L  Caporali 


Thrift 
213-852-3411 


Thrift 
212-613-4000 


Aerospace  &  defense 
516-575-0574 


Georgia-Pacific 

133  Peachtree  Street  NE 

Atlanta.  GA  30303 

Paper  &  lumber 

CEO:  T  Marshall  Hahn  Jr 

404-521-4000 

GTE 

One  Stamford  Forum 

Stamford,  CT  06904 

Teiecoinmunications 

CEO:  Charles  R  Lee 

203-965-2000 

Gerber  Products 

Gulf  States  Utilities 

445  State  Street 

PO  Box  2951 

Publishing 

Fremont.  Ml  49413 

Food  processing 

Beaumont,  TX  77704 

ElectTK  ubl-SC 

703-284-6000 

CEO:  Alfred  A  Piergallini 

616-928-2000 

CEO:  Joseph  L  Donnelly 

409-838-6631 

Gap 

One  Harrison  Street 

San  Francisco,  CA  94105 

Apparel  stores 

CEO:  Donald  G  Fisher 

415-952-4400 

Giant  Food 

PO  Box  1804 

Washington.  DC  20013 

Supermarkets 

CEO:  Israel  Cohen 

301-341-4100 

H 


Gillette 

Prudential  Tower  Building 


Lease  &  finance 
312-621-6200 


Property  &  casualty  ins 
301-986-3000 


Boston.  MA  02199 

Personal  products 

CEO:  Alfred  M  Zeien 

617-421-7000 

PH  Glatfelter 

228  South  Mam  Street 

Spring  Grov;.  PA  17362-0500 

Paper  &  lumber 

CEO:  Thomas  C  Norris 

717-225-4711 

GenCorp 

GlenFed 

175  Ghent  Road 

PO  Box  1709 

Fairlawn.  OH  44333-3300 

Aerospace  &  defense 

Glendale.CA  91209 

Thrift 

CEO:  A  William  Reynolds 

216-869-4200 

CEO:  Norman  M  Coulson 

818-500-2000 

Halliburton 

500  North  Akard  Street 
Dallas,  TX  75201-3391 
CEO:  Thomas  H  Cruikshank 

Hannaford  Bros 

145  Pleasant  Hill  Road 
Scarborough.  ME  04074 
CEO  James  L  Moody  Jr 

Hanover  Insurance  Cos 

100  North  Parkway 
Worcester.  MA  01605-1396 
CEO  John  F  O'Brien 


Oilficid  stivices 
214-978-2600 


SdpWMiMs 
207-883-2911 


Piopeity  &  casualty  ms 
S08-8S5-7200 


Genentech 

460  Point  San  Bruno  Boulevard 

South  San  Francisco,  CA  94080 

Biotech 

CEO:  G  Kirk  Raab 

415-266-1000 

Golden  West  Financial 

1901  Harrison  Street 

Oakland.  CA  94612 

Thnft 

CEO:  Herbert  M  Sandler 

510446-6000 

Hamischfeger  Industries 

POB(»554 

Milwaukee.  Wl  53201 

CEO:  JeffeiyT  Grade 

414-671-4100 
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You'll  pay  some  of  the 

You  have  access  to  some  of  the  best 

\                                 lowest  per  capita  state  and 

medical  care  available.  The  University 

\ 

local  taxes  m  the  nation. 

of  Alabama  at  Birmingham  is  one 

\ 

This  is  possible  thanks  to 

of  the  nation's  top  medical  centers,  and 

Forget  those  long 

over  $800  million  in 

is  an  international  leader  in  such 

commutes.  In  Alabama, 

oermanent  trusts  from  oil 

areas  as  cancer  research  and  optometry. 

you  '11  still  find  plenty  of 

and  gas  leases  that  help 

affordable  homes, 

finance  state  services. 

attractive  neighborhoods 

and  good  schools  just 

minutes  from  work. 

It's  easy  to  see  what  makes  Alabama  a  great  place  to  live.  But  look  beyond  our 
mountains,  lakes,  and  beaches,  and  you'll  also  find  a  wealth  of  resources  that  help 
make  life  a  lot  more  rewarding-both  on  the  job  and  off.  So  spend  a  minute  to  find 
oiit  more.  Call  1-800-248-0033.  Or  write  to  die  Alabama  Development  Office,  State 
Capitol,  Montgomery,  AL  36130.  FAX  (205)  242-0486. 


The  Great  Surprise. 
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Harris  Corp 

1025  West  Nasa  Boulevard 
Melbourne.  FL  32919 
CEO:  John  T  Hartley 

Harsco 

PO  Box  8888 

Camp  Hill,  PA  17001-8888 

CEO:  Malcolm  W  Gambill 


Computer  systems 
407-727-9100 


Aerospace  &  defense 
717-763-7064 


Hartford  Steam  Boiler  Inspection  &  Ins 

One  State  Street 

Hartford,  CT  06102-3001  Property  &  casualty  ins 

CEO:  Wilson  Wilde  203-722-1866 


Hasbro 

1027  Newport  Avenue 
Pawtucket,RI  02862-1059 
CEO:  Alan  G  Hassenfeld 

Hawaiian  Electric  Industries 

PO  Box  730 

Honolulu.  HI  96808-0730 

CEO:  Robert  F  Clariie 

HealthTrust 

4525  Harding  Road 
Nashville,  TN  37205 
CEO:  R  Clayton  McWhorter 


Photography  &  toys 
401-431-8697 


Electric  util-W 
808-543-5662 


Health  care  services 
615-383-4444 


Hechinger 

1616  McCormick  Drive 

Landover.  MD  20785-5372 

Home  improvement  stores 

CEO:  John  W  Hechinger  Jr 

301-341-1000 

HJ  Heinz 

PO  Box  57 

Pittsburgh.  PA  15230-0057 

CEO:  Anthony  J  F  O'Reilly 


Food  processing 
412-456-5700 


Hercules 

Hercules  Plaza 

Wilmington,  DE  19894 

Diversified  chemicals 

CEO:  Thomas  L  Gossage 

302-594-5000 

Hershey  Foods 

PO  Box  810 

Hershey,  PA  17033-0810 

CEO:  Richard  A  Zimmerman 


Food  processing 
717-534-4001 


Hewlett-Packard 

PO  Box  10301 

Palo  Alto,  CA  94303 

Computer  systems 

CEO:  John  A  Young 

415-857-1501 

Hibernia 

PO  Box  61540 

New  Orleans,  LA  70161 

CEO:  Sidney  W  Lassen 

Hillenbrand  Industries 

Highway  46 
Batesville,  IN  47006 
CEO  W  August  Hillenbrand 

Hills  Department  Stores 

15  Dan  Road 

Canton.  MA  02021-9128 

CEO:  Michael  Bozic 

Hilton  Hotels 

9336  Civic  Center  Drive 
Beverty  Hills,  CA  90209-5567 
CEO  Barron  Hilton 

Home  Depot 

2727  Paces  Ferry  Road 
Atlanta,  GA  30339 
CEO:  Bernard  Marcus 

HomeFed 

5565  Morehouse  Drive 
San  Diego,  CA  92121 
CEO.  Thomas  J  Wageman 


Regional  bank 
504-586-5552 


Medical  supplies 
812-934-7000 


Drug  &  discount  stores 
617-821-1000 


Hotels  &  recreation 
310-278-4321 


Home  improvement  stores 
404-433-8211 


Thrift 
619-450-7000 


Honeywell 

PO  Box  524 

Minneapolis,  MN  55440 
CEO:  James  J  Renier 

Horace  Mann  Educators 

1  Horace  Mann  Plaza 
Springfield,  IL  62715 
CEO  Paul  J  Kardos 

Geo  A  Hormel 

PO  Box  800 
Austin,  MN  55912 
CEO:  Richard  L  Knowlton 

Household  International 

2700  Sanders  Road 
Prospect  Heights,  IL  60070 
CEO:  Donald  C  Clark 

Houston  Industries 

PO  Box  4567 
Houston,  TX  77210 
CEO:  Don  D  Jordan 

Howard  Savings  Bank 

200  South  Orange  Avenue 
Livingston,  NJ  07039 
CEO:  William  P  Tuggle  III 

Hubbell 

PO  Box  549 

Orange,  CT  06477-4024 

CEO:GJRatcliffe 

Humana 

PO  Box  1438 

Louisville,  KY  40201-1438 

CEO:  David  A  Jones 

Huntington  Bancshares 

Huntington  Center 
Columbus,  OH  43287 
CEO:  Frank  Wobst 


Electrical  equipment 
612-870-5200 


Diversified  Insurance 
217-789-2500 


Food  processing 
507-437-5611 


Lease  &  finance 
708-564-5000 


Electric  util-SC 
713-629-3000 


Thrift 
201-533-7400 


Electrical  equipment 
203-799-4100 


Health  care  services 
502-580-1000 


Regional  bank 
614-476-8300 


I 


IBP 

PO  Box  515 

Dakota  City,  NE  68731 

CEO:  Robert  L  Peterson 

ICH 

100  Mallard  Creek  Road 
Louisville.  KY  40207 
CEO:  Robert  T  Shaw 

Illinois  Central 

233  North  Michigan  Avenue 
Chicago,  IL  60601-5799 
CEO:  Edward  L  Moyers 

Illinois  Power 

500  South  27th  Street 
Decatur,  IL  62525-1805 
CEO:  Larry  D  Haab 

Illinois  Tool  Works 

3600  West  Lake  Avenue 
Glenview,IL  60025-5811 
CEO:  John  D  Nichols 

IMC  Fertilizer  Group 

2100  Sanders  Road 
Northbrook,  IL  60062 
CEO:  Billie  B  Turner 

Imcera  Group 

2315  Sanders  Road 
Northbrook,  IL  60062-6198 
CEO:  M  Blake  Ingle 


Food  processing 
402-494-2061 


Life  &  health  insurance 
502-894-2100 


Railroad 
312-819-7500 


INB  Financial 

One  Indiana  Square 
Indianapolis,  IN  46266 
CEO:  Thomas  M  Miller 

Ingersoll-Rand 

200  Chestnut  Ridge  Road 
Woodchff  Lake,  NJ  07675 
CEO:  Theodore  H  Black 


Regional  tank 
317-266-6(M 


Heavy  equipinent 
201-573-0123 


Inland  Steel  Industries 

30  West  Monroe  Street 

Chicago,  IL  60603 

Steel 

CEO:  Frank  W  Luerssen 

312-346-0300 

Integra  Financial 

Four  PPG  Place 
Pittsburgh.  PA  15222-5408 
CEO:  William  F  Roemer 


Intel 

3065  Bowers  Avenue 

Santa  Clara.  CA  95052-8126 

Cofflputer  periptaab 

CEO:  Andrew  S  Grove 

408-765-8080 

Intelligent  Electronics 

411  Eagleview  Boulevard 
Exton.  PA  19341 
CEO:  Richard  D  Sanford 


Intergraph 

One  Madison  Industrial  Park 

Huntsville,  AL  35894-0001 

Computer  systems 

CEO:  James  W  Meadlock 

205-730-2000 

International  Business  Machines 

Old  Orchard  Road 


Armonk.  NY  105O4 
CEO:  John  F  Akers 


Reno.  NV  89510-0580 
CEO:  Chartes  N  Mathewson 

International  Multifoods 

Box  2942 

Minneapolis.  MN  55402 
CEO:  Anthony  Luiso 

International  Paper 

Two  Manhattanville  Road 
Purchase,  NY  10577 
CEO:  John  A  Georges 

Interpublic  Group  of  Cos 

1271  Avenue  of  the  Amencas 
New  York,  NY  10020 
CEO  PhihpHGeterJr 


ElectrK  util-NC 
217-424-6600 

Ipaico  Enterprises 

PO  Box  1595 

Indianapolis,  IN  48206-1595 

CEO  John  R  Hodowal 

EhctncaUMC 
317-261-8261 

Misc  industnal  equip 
708-724-7500 

Itel 

2  North  Riverside  Ptaa 
Chicago,  IL  60606 
CEO:  Samuel  Zell 

mmSti 

Specialty  ctwmicals 
708-272-9200 

ITT 

1330  Avenue  of  the  Amencas 
New  Yori  NY  10019-5490 
CEO  Rand  VArasiai 

htpartylcasnlyiK 

212-258-1000 

Drugs 
708-5M-8600 

tVAX 

8800  Nortti  West  36tii  Street 
Miami.  FL  33178-2404 
CEO  Phillip  Frost 

On«s 
305-590-2200 

Regional  bank 
412-644-7669 


Consumer  electron  sbs 
215-458-5500    ' 


Computer  systems 
914-765-1900 


International  Flavors  &  Fragrances 

521  West  57th  Street 

New  York.  NY  10019  Spedai^ciiemicais 

CEO:  Eugene  P  Gnsanti  212-765-5500 

International  Game  Technolc^ 

PO  Box  10580 


Cmnpi^  peripherals 
702-688-0100 


Food  processing 
612-340-3300 


riper  &  Ivmber 
914-397-1500 


212-399-8000 
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Wr 


LIPPER         1 

ALL  EQUn  Y     ■ 

FUNDS         ■ 

AVERAGE       ■ 

DREYFUS 1 
SIRATEGIC      ■ 
INVESTING      ■ 

Average  Annual          H 
Total  Returns           ■ 

10/16/86-12/31/91:           H 

17.94%          ■ 

12/31/86-12/31/91:           H 

18.10%          ■ 

12/31/90-12/31/91:           H 

34.96%         ■ 

+81.75% 


+136.28%* 


SINCE  INCEPTION 
10/16/86-12/31/91 


First  Class 
Performance 


For  the  more  than  five-year  period  since  its  inception,  Dreyfus 
Strategic  Investing  has  outperformed  the  average  for  all  common 
stock  funds  tracked  by  Lipper  Analytical  Services,  Inc. 
Of  course,  past  performance  is  no  guarantee  of  future  results. 

•  $2,500  minimum  •  Also  available  for  IRA,  Keogh  and  Rollover. 

^^reyfus 

•"''^        Strategic  Investing 

P.O.  Box  3498,  Camden,  N]  08101 


Available 

for  your 

IRA! 


For  more  complete  information  on  Strategic  Investing,  including 
charges  and  expenses,  obtain  a  Prospectus  by  calling  the  toll  free 
number  or  sending  coupon.  Please  read  it  carefully  before  you  invest. 

n  Please  send  additional  information  on  IRA  and  Rollover. 
D  Please  send  additional  information  on  Keogh. 

Name 


Address . 
City 


.  State . 


.Zip. 


Phone 


Or  Call 

1-800- 

373-9387 

Ask  For 
Extension  4554 


047-005 


'Figures  for  Dreyfus  Strategic  Investing  include  4.5%  sales  load.  The  Fund's  share  price  and  investment 
return  will  fluctuate,  so  that  you  may  receive  more  or  less  than  your  original  investment  upon  redemption. 
Dreyfus  Service  Corporation,  Distributor. 


WHERE  TO  FIND  THE  COMPAHIES 


THE  FORBES  SOOs 


J-K 

James  River  Corp  of  Virginia 

PO  Box  2218 
Richmond,  VA  23217 
CEO:  Robert  C  Williams 


Kroger 

1014  Vine  Street 

Cincmnati,  OH  45202-1100 

Supermarkets 

CEO:  Joseph  A  Pichler 

513-762-4000 

Personal  products 
804-644-5411 


KU  Energy 

One  Quality  Street 
Lexmgton,  KY  40507 
CEO:  John  T  Newton 


Electric  util-SE 
606-255-2100 


Jefferson-Pilot 

PO  Box  21008 

Greensboro,  NC  27420 

Life  &  health  insurance 

CEO:  W  Roger  Soles 

919-691-3000 

Johnson  &  Johnson 

One  Johnson  &  Johnson  Plaza 
New  Brunswick,  NJ  08933 
CEO:  Ralph  S  Larsen 


Medical  supplies 
201-524-0400 


Leucadia  National 

315  Park  Avenue  South 
New  York,  NY  10010 
CEO:  Ian  MCumming 


Diversified  insurance 
212-460-1900 


Lotus  Development 

55  Cambridge  Parkway 
Cambridge,  MA  02142 
CEO:  Jim  P  Manzi 

Louisiana-Pacific 

111  Southwest  Fifth  Avenue 
Portland,  OR  97204 
CEO:  Harry  A  Merle 

Lowe's  Cos 

Box  nil 

No  Wilkesboro,  NC  28656-0001 
CEO:  Leonard  G  Herring 

LTV 

PO  Box  655003 
Dallas,  TX  75265-5003 
CEO:  David  H  Hoag 


Software 
617-577-8500 


Paper  &  lumber 
503-221-0800 


Home  improvement  stores 
919-651-4000 


Steel 
214-979-7711 


Johnson  Controls 

PO  Box  591 

Milwaukee,  Wl  53201 

Auto  parts 

CEO:  James  H  Keyes 

414-228-1200 

LG&E  Energy 

PO  Box  32030 

Louisville,  KY  40232 

Electric  util-SE 

CEO:  Roger  W  Hale 

502-627-2000 

Lubrizol 

29400  Lakeland  Boulevard 

Wickliffe,  OH  44092-2298 

Specialty  chemicals 

CEO:  Lester  E  Coleman 

216-943-4200 

Jostens 

Liberty  National  Bancorp 

Lyondell  Petrochemical 

5501  Norman  Center  Drive 

PO  Box  32500 

PO  Box  3646 

Minneapolis,  MN  55437 

Specialty  retailing 

Louisville,  KY  40232-2500 

Regional  bank 

Houston,  TX  77253-3646 

Specialty  chemicals 

CEO:  H  William  Lurton 

612-830-3300 

CEO:  Joseph  W  Phelps 

502-566-2000 

CEO:  Bob  G  Gower 

713-652-7200 

JWP 

Eli  Lilly 

2975  Westchester  Avenue 

Lilly  Corporate  Center 

^. 

nil 

Purchase,  NY  10577 

Industrial  services 

Indianapolis,  IN  46285 

Drugs 

In 

CEO:  Andrew  T  Dwyer 

914-935-4000 

CEO:  Vaughn  D  Bryson 

317-276-2000 

Iwl 

Manpower 

Kansas  City  Powder  &  Light 

Limited 

PO  Box  418679 

PO  Box  16000 

PO  Box  2053 

Kansas  City,  MO  64141-9679 

Electric  util-NC 

Columbus,  OH  43216 

Apparel  stores 

Milwaukee,  Wl  53201 

Business  services 

CEO:  Drue  Jennings 

816-556-2200 

CEO:  Leslie  H  Wexner 

614-479-7000 

CEO:  Mitchell  Fromstein 

414-961-1000 

Kansas  Power  &  Light 

PO  Box  889 
Topeka,  KS  66601 
CEO:  John  E  Hayes  Jr 

Kellogg 

PO  Box  3599 

Battle  Creek,  Ml  49016-3599 

CEO:  Arnold  G  Langbo 

Kemper 

Kemper  Center 

Long  Grove,  IL  60049-0001 

CEO:  David  B  Mathis 

Kerr-McGee 

PO  Box  25861 
Oklahoma  City,  OK  73125 
CEO:  Frank  A  McPherson 


Gas  distributor 
913-296-6300 


Food  processing 
616-961-2000 


Diversified  insurance 
708-540-2000 


Miscellaneous  energy 
405-270-1313 


Lincoln  National 

PO  Box  1110 

Fort  Wayne,  IN  46801 

Diversified  insurance 

CEO:  Ian  M  Rolland 

219-455-2000 

Manufacturers  National 

Renaissance  Center 

Detroit,  Ml  48243 

Regional  bank 

CEO:  Gerald  V  MacDonald 

313-2224000 

KeyCorp 

PO  Box  88 

Albany,  NY  12201-0088 

Regional  bank 

CEO:  Victor  J  Riley  Jr 

518-486-8000 

Kimberly-Clark 

PO  Box  619100 
Dallas,  TX  75261-9100 
CEO:  Wayne  R  Sanders 

King  World  Productions 

830  Morris  Turnpike 
Short  Hills,  NJ  07078 
CEO:  Michael  King 

Kmart 

3100  West  Big  Beaver  Road 
Troy,  Ml  48084-3163 
CEO  Joseph  E  Antonini 

Knight-Ridder 

One  Herald  Plaza 
Miami,  FL  33132-1693 
CEO:  James  K  Batten 


Personal  products 
214-830-1200 


Broadcasting 
201-376-1313 


Drug  &  discount  stores 
313-643-1000 


Publishing 
305-376-3800 


Litton  Industries 

360  North  Crescent  Drive 
Beverly  Hills,  CA  90210-4867 
CEO:  Orion  L  Hoch 

Liz  Claiborne 

1441  Broadway 
New  York,  NY  10018 
CEO:  Jerome  A  Chazen 

Lockheed 

4500  Park  Granada  Boulevard 
Calabasas,CA  91399-0212 
CEO:  Daniel  M  Tellep 

Loctite 

Ten  Columbus  Boulevard 

Hartford,  CT  06106 

CEO:  Kenneth  W  Butterworth 

Loews 

667  Madison  Avenue 
New  York,  NY  10021-8087 
CEO:  Laurence  A  Tisch 

Long  Island  Lighting 

175  East  Old  Country  Road 
Hicksville,  riril801 
CEO:  William  J  Catacosinos 

Longs  Drug  Stores 

PO  Box  5222 

Walnut  Creek,  CA  94596 

CEO:  Robert  M  Long 

Loral 

600  Third  Avenue 
NewYork,  NY  10016 
CEO:  Bernard  L  Schwartz 


Aerospace  &  defense 
310-859-5000 

Manville 

PO  Box  5108 

Denver,  CO  80217-5108 

CEO:  W  Thomas  Stephens 

Misc  building  materials 
303-978-2000 

Textiles  &  appare 
212-354-4900 

Mapco 

PO  Box  645 

Tulsa.  OK  74101-0645 

CEO:  James  E  Barnes 

Miscellaneous  energy 
918-581-1800 

Aerospace  &  defense 
818-876-2000 

Marion  Merrell  Dow 

PO  Box  8480 

Kansas  City.  MO  64114-0480 

CEO  Frederick  W  Lyons  Jr 

Drugs 
816-966-4000 

Specialty  chemicals 
203-520-5000 

Marriott 

One  Marriott  Dnve 
Washington.  DC  20058 
CEO:  J  Willard  Marriott  Jr 

Hotels  &  recreation 
301-380-9000 

Diversified  insurance 
212-545-2000 

Marsh  &  McLennan  Cos 

1166  Avenue  of  the  Americas 
New  York.  NY  10036 
CEO  Frank  J  Tasco 

Diversified  insurance 
212-345-5000 

Electric  util-NE 
516-933-4590 

Marshall  &  llsley 

770  North  Water  Street 
Milwaukee.  Wl  53202 
CEO  John  A  Puelicher 

Regional  bank 
414-765-7801 

Drug  &  discount  stores 
415-937-1170 

Martin  Marietta 

6801  Rockledge  Dnve 
Bethesda.MD  20817 
CEO  Norman  R  Augustir»e 

Aercs.\!:f  -^  Je'onse 
v:  <:;■  f^^OC 

Aerospace  &  defense 
212-697-1105 

Masco 

21001  Van  Bm  Road 

Taylor.  Ml  4«180 

CEO:  Richard  A  Marnngian 

Misc  building  matenals 
313-274-7400 

382 
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ARCHITECTURAL  DIGEST 


ARCHITEaURAL  DIGEST 


ARCHITEQURAL  DIGEST 


Intehior  Design  and  so  much  morei 


If  you  are  fascinated  by  exemplary  interior  design,  from  a 
sophisticated  Manhattan  apartment  to  a  cozy  Indiana  farm- 
house or  an  airy  Malibu  beachhouse,  then  Architectural  Digest 
is  for  you. 

In  each  issue,  Architectural  Digest  brings  you  superb  features 
on  interior  design  from  locations  all  over  the  world. 
Acclaimed  writers  and  photographers  portray  exclusive 
residences  and  impressive  selections  of  fine  art,  antiques, 
architecture  and  landscape.  In  addition.  Architectural  Digest 
regularly  travels  the  globe,  bringing  you  inside  information 
on  international  shopping  and  collecting  as  well  as  exciting 
travel  destinations  for  your  consideration. 

To  experience  first-hand  the  world's  premiere  residences, 
mail  the  coupon  today  for  your  complimentary  copy 
(retail  value  $5.00). 

Send  for  your  Complimentary  Copy  Todayi 
orCallToll-Free  1-800-234-4378 

ArchlKluml  Ihiinl,  I'O  Box  7191    Red  Oak.  lA  51591  -0191  Please  allow  6  to  8  weeks  (or  delivery 
Oder  valid  only  in  the  USA  Sales  tax  will  be  added  to  subscriptions  in  states  where  required 
New  subscribers  only,  please  ®  1992  Architectural  Digest  Publishing  Corp 


Reserve  your  Free  IssueTodayi 

I  ES!  Please  send  my  complimentary  copy  of  Architectural 
Digest  (retail  value  $5.00)  and  enter  my  special  introductory 
subscription.  The  price  is  just  $  1 9.95  for  a  total  of  8  issues, 
that's  7  issues  plus  my  complimentary  copy,  a  50%  savings 
off  the  newsstand  price. 

If  you  are  not  delighted  with  your  complimentary  copy, 
simply  write  "cancel "  across  the  bill  and  return  it  to  us.  You'll 
owe  nothing,  and  the  free  copy  is  yours  to  keep  with  our 
compliments. 

NAME 


(please  piinl) 


ADDRESS . 


CITY- 


.  STATE. 


ZIP- 


OHer  valid  in  the  USA  only  Sales  tax  will  be  added  to  subicnptiom  in  stales  wtiere 
required  Please  allow  6  to  8  weeks  (or  delivery  New  subscnberv  only  please 

Send  to:  Architectural  Digest,  PO  Box  7191 ,  Red  Oak,  lA 
51591-0191  Or  call.  1-800-234-4378  m4Ci5 
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MMQEmD 


THE  FORBES  SOOs 


Mattel 

333  Continental  Boulevard 
Ei  Segundo,  CA  90245-5012 
CEO:  Jotin  W  Amerman 

Maxxam 

PO  Box  572887 
Houston,  TX  77257-2887 
CEO:  Ctiarles  E  Hurwitz 


Photography  &  toys 
213-524-2000 


Nonferrous  metals 
713-975-7600 


Mellon  Bank 

Mellon  Bank  Center 

Pittsburgh,  PA  15258-0001 

Regional  bank 

CEO.FrankVCahouet 

412-234-5000 

May  Department  Stores 

611  Olive  Street 

St  Louis,  MO  63101 

Department  stores 

CEO:  David  C  Farrell 

314-342-6300 

Melville 

One  Theall  Road 

Rye,  NY  10580 

CEO:  Stanley  P  Goldstein 

Mercantile  Bancorporation 

PO  Box  524 

St  Louis,  MO  63166-0524 

CEO:  Thomas  H  Jacobsen 


Maytag 

Mercantile  Bankshares 

403  West  Fourth  Street  North 

PO  Box  1477 

Newton,  lA  50208 

Appliances 

Baltimore,  MD  21203 

CEO:  Leonard  A  Hadley 

515-792-8000 

CEO:  H  Furlong  Baldwin 

Apparel  stores 
914-925-4000 


Regional  bank 
314-425-2525 


Regional  bank 
410-237-5900 


MBIA 

113  King  Street 

Armonk,  NY  10504 

Lease  &  finance 

CEO:  David  H  Elliott 

914-273-4545 

MBNA 

400  Christiana  Road 
Newark,  DE 19713 
CEO:  Alfred  Lerner 


Lease  &  finance 
302-453-9930 


McCaw  Cellular  Communications 

PO  Box  97060 

Kirkland,  WA  98083-9760  Telecommunications 

CEO:  Craig  0  McCaw  206-827-4500 

McCormick  &  Co 

PO  Box  6000 

Sparks,  MD  21152-6000  Food  processing 

CEO:  Charles  P  McCormick  Jr  410-771-7301 


McDonald's 

McDonald's  Plaza 

Oak  Brook,  IL  60521 

Supermarkets 

CEO:  Michael  R  Quinlan 

708-575-3000 

McDonnell  Douglas 

PO  Box  516 

St  Louis,  MO  63166-0516 

CEO:  John  F  McDonnell 


Aerospace  &  defense 
314-232-0232 


McGraw-Mill 

1221  Avenue  of  the  Americas 

New  York,  NY  10020 

Publishing 

CEO:  Joseph  L  Dionne 

212-512-2000 

MCI  Communications 

1801  Pennsylvania  Avenue  NW 
Washington,  DC  20006 
CEO:  Bert  C  Roberts  Jr 

McKesson 

One  Post  Street 

San  Francisco,  CA  94104 

CEO:  Alan  Seelenfreund 

Mead 

Courthouse  Plaza  Northeast 
Dayton,  OH  45463 
CEO:  Burnell  R  Roberts 

Medco  Containment  Services 

100  Summit!  Avenue 


Telecommunications 
202-872-1600 


Drugs 
415-983-8300 


Paper  &  lumber 
513-222-6323 


Montvale,  NJ  07645 
CEO:  Martin  J  Wygod 

Medical  Care  International 

5080  Spectrum  Drive 
Dallas,  TX  75248 
CEO:  Donald  E  Steen 

Medtronic 

7000  Central  Avenue  NE 
Minneapolis,  MN  55432-3576 
CEO:  William  W  George 


Drug  &  discount  stores 
201-358-5400 


Health  care  services 
214-851-2600 


Medical  supplies 
612-574-4000 


Mercantile  Stores 

9450  Seward  Road 

Fairfield,  OH  45014 

Department  stores 

CEO:  David  L  Nichols 

513-860-8000 

Merchants  National 

One  Merchants  Plaza 
Indianapolis,  IN  46255 
CEO:  Otto  N  Frenzel  III 


Regional  bank 
317-267-7000 


Merck 

PO  Box  2000 

Rahway,  NJ  07065-0909 

Drugs 

CEO:  P  Roy  Vagelos 

908-594-4000 

Mercury  General 

4484  Wilshire  Boulevard 
Los  Angeles,  CA  90010 
CEO:  George  Joseph 

Meridian  Bancorp 

PO  Box  1102 

Reading,  PA  19603 

CEO:  Samuel  A  McCullough 

Merisel 

200  Continental  Boulevard 
El  Segundo,  CA  90245-0984 
CEO:  Michael  D  Pickett 


Property  &  casualty  ins 
213-937-1060 


Regional  bank 
215-655-2000 


Computer  peripherals 
213-615-3080 


Meritor  Savings  Bank 

1212  Market  Street 

Philadelphia,  PA  19107-4076 

Thrift 

CEO:  Roger  S  Hillas 

215-636-6000 

Merrill  Lynch 

Wortd  Financial  Center 
New  York,  NY  10281-1332 
CEO:  Daniel  P  Tully 


Securities  brokerage 
212-449-1000 


Metro  Mobile  CTS 

110  East  59th  Street 

New  York,  NY  10022 

Telecommunications 

CEO:  George  L  Lindemann 

212-605-0800 

Metropolitan  Financial 

6800  France  Avenue  South 
Minneapolis,  MN  55435 
CEO:  Paul  A  Lipetzky 

Fred  Meyer 

PO  Box  42121 
Portland,  OP  97242-0121 
CEO:  Robert  G  Miller 

Michigan  National 

PO  Box  9065 

Farmington  Hills,  Ml  48333-9065 

CEO:  Robert  J  Mylod 

Microsoft 

One  Microsoft  Way 
Redmond,  WA  98052-6399 
CEO:  William  H  Gates 


Thrift 
612-928-5000 


Drug  &  discount  stores 
503-232-8844 


Regional  bank 
313-473-3000 


Software 
206-882-8080 


Midlantic 

PO  Box  600 

Edison.  NJ  08818 

Regional  baik 

CEO:GarryJScheunng 

908-32I-8IM 

Midwest  Resources 

PO  Box  9244 

Des  Moines,  lA  50306-9244 

CEO:  Mark  W  Putney 

Millipore 

80  Ashby  Road 
Bedford,  MA  01730 
CEO:  John  A  Gilmartin 


Electric  util-IC 
515-242-4300 


Medical  supplies 
617-275-9200 


Minnesota  Mining  &  Manufacturing 

3M  Center 

St  Paul,  MN  55144-1000  Business  supplies 

CEO:  Livio  D  OeSimone  612-733-1110 


Minnesota  Power  &  Light 

30  West  Superior  Street 
Duluth,  MN  55802 
CEO:  Arend  J  Sandbulte 

MNC  Financial 

PO  Box  987 
Baltimore,  MD  21203 
CEO:  Frank  P  Bramble 


Electric  util-NC 
218-722-2641 


Regional  bank 
410-605-5000 


Mobil 

3225  Gallows  Road 

Fairfax,  VA  22037-0001 

International  oil 

CEO:  Allen  E  Murray 

703-846-3000 

Molex 

2222  Wellington  Court 
Lisle,  IL  60532-1682 
CEO:  Frederick  A  Krehbiel 


Computer  peripherals 
708-969-4550 


Monsanto 

800  North  Lindbergh  Boulevard 

St  Louis,  MO  63167 

Diversified  chemicals 

CEO:  Richard  J  Mahoney 

314-694-1000 

Montana  Power 

40  East  Broadway 
Butte,  MT  59701 
CEO:  Daniel  T  Berube 

JP  Morgan  &  Co 

60  Wall  Street 

New  York,  NY  10260-0060 

CEO:  Dennis  Weatherstone 

Morgan  Stanley  Group 

1251  Avenue  of  the  Americas 
New  York.  NY  10020 
CEO:  Richard  B  Fisher 

Morrison  Knudsen 

PO  Box  73 
Boise.  ID  83707 
CEO:  William  J  Agee 

Morton  International 

100  North  Riverside  Plaza 
Chicago.  IL  60606 
CEO.  Charles  S  Locke 

Motorola 

1303  East  Algonquin  Road 
Schaumburg,  IL  601% 
CEO  George  M  C  Fisher 

Multibank  Financial 
100  Rustcraft  Road 
Dedham.  MA  02026-9124 
CEO  David  8  Lynch 

Murphy  Oil 

200  Peach  Street 
El  Dorado.  AR  71730 
CEO:  Jack  WMcNutt 


Electric  util-IN 
406-723-5421 


Multinational  bank 
212-483-2323 


Secunties  broierage 
212-703-4000 
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Specialty  chemicals 
312-807-200C 


Conputer  penpherats 
708-576-SOOO 


Regional  bank 
617-46I-I8;0 
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Long  Beach.  The  perfect  climate 
for  growing  Businesses. 
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If  you  want  your  business  to  grow, 
you've  come  to  the  choice  loccrtion. 
Maybe  it's  the  air.  The  fresh  clean 
breeze.  The  sun.  The  exhilaration  of  a 
bustling  international  center  combined 
with  the  wannth  of  a  real  hometown. 
Whatever  the  reasons,  the  results  are 
apparent  everywhere  you  look. 

The  Long  Beach  Convention  and 
Entertainment  Center  is  tripling  in  size 
to  meet  the  increased  demand  for 
meetings  in  Long  Beach.  The  techno 
logically  advanced  Port  of  Long  Beach 
leads  the  West  Coast  in  cargo  tonnage. 
Qass  A  office  buildings  hove  gone  up, 
providing  their  lucky  occupants  with 
spectacular  ocean  views.  And  com- 
petitive rents.  Long  Beach  anchors  the 
first  leg  of  L.A.  County's  Metro  Light 
Rail  system,  the  largest  public  trans- 
portation project  in  the  U.S. 

The  quality  of  life,  with  its  wide 
choice  of  housing,  recreation  and  a 
flourishing  arts  environment,  attracts 
a  varied  and  skilled  labor  pool. 

So,  if  you're  thinking  of  moving  your 
business  or  holding  a  convention,  plant 
yourself  in  Long  Beach. 

And  see  how  fast  you'll  grow. 

Long  Beach 

A  very  choice  place. 
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WHERE  TO  FIND  THE  COMPANIES 


THE  FORBES  SOOs 


Mylan  Laboratories 

1030  Century  Building 
Pittsburgh,  PA  15222 
CEO:  Roy  McKnight 

Drugs 
412-232-0100 

Newell  Co 

29  East  Stephenson  Street 
Freeport,  IL  61032 
CEO:  Daniel  C  Ferguson 

Home  furnishings 
815-235-4171 

NWNL 

20  Washington  Avenue  South 
Minneapolis,  MN  55401 
CEO:  John  G  Turner 

Life  &  health  insurance 
612-372-5432 

N 

Newmont  Mining 

1700  Lincoln  Street 
Denver,  CO  80203 
CEO:  Gordon  R  Parker 

Nonferrous  metals 
303-863-7414 

Nynex 

335  Madison  Avenue 
New  York,  NY  10017 
CEO:  William  C  Ferguson 

TelecommunicatioRs 
212-370-7400 

;                 Naico  Chemical 

■'                 One  Naico  Center 

Napefville,IL  60563-1198 
CEO:  WorleyH  Clark  Jr 

Specialty  chemicals 
708-305-1000 

Niagara  Mohawk  Power 

300  Erie  Boulevard  West 
Syracuse,  NY  13202 
CEO:  William  J  Donlon 

Electric  util-NE 
315-474-1511 

0-P 

Nash  Finch 

3381  Gorham  Avenue 
St  Louis  Park,  MN  55426 
CEO:  Harold  B  Finch  Jr 

Food  wholesaler 
612-929-0371 

Nicor 

PO  Box  3014 

Naperville,  IL  60566-7014 
CEO:  Richard  G  Cline 

Gas  distributor 
708-305-9500 

Occidental  Petroleum 

10889  Wilshire  Boulevard 
Los  Angeles,  CA  90024 
CEO:  Ray  R  Irani 

Miscellaneous  energy 
310-208-8800 

National  City 

1900  East  Nmth  Street 
Cleveland,  OH  44114-3484 
'                  CEO:  Edward  B  Brandon 

Regional  bank 
216-575-2000 

NIKE 

One  Bowerman  Drive 
Beaverton,  OR  97005 
CEO:  Philip  H  Knight 

Textiles  &  appare 
503-671-6453 

Office  Depot 

2200  Old  Germantown  Road 
Delray  Beach,  FL  33445 
CEO:  David  1  Fuente 

Specialty  retaiiinf 
407-278-4«10 

National  Community  Banks 

385  Rifle  Camp  Road 
West  Patterson,  NJ  07424 
CEO:  Robert  M  Kossick 

Regional  bank 
201-845-1000 

Nipsco  Industries 

5265  Hohman  Avenue 
Hammond,  IN  46320 
CEO:  Edmund  A  Schroer 

Electric  util-NC 
219-853-5200 

Ogden 

Two  Pennsylvania  Plaza 
New  York,  NY  10121 
CEO:  R  Richard  Ablon 

Industrial  senrioes 
212-868-6100 

National  Health  Laboratories 

7590  Fay  Avenue 
La  Jolla,  CA  92037 
CEO:  Robert  E  Draper 

Health  care  services 
619-454-3314 

Nordstrom 

1501  Fifth  Avenue 
Seattle,  WA  98101-1603 
CEO:  Bruce  A  Nordstrom 

Apparel  stores 
206-628-2111 

Ohio  Casualty 

136  North  Third  Street 
Hamilton,  OH  45025 
CEO:  Joseph  L  Marcum 

Property  &  casualty  ins 
513-867-3000 

National  Intergroup 

1220  Senlac  Drive 
Carrollton,  TX  75006 
CEO:  Abbey  J  Butler 

Drugs 
214-446-9090 

Norfolk  Southern 

Three  Commercial  Place 
Norfolk,  VA  23510-2191 
CEO:  Arnold  B  McKinnon 

Railroad 
804-629-2600 

Ohio  Edison 

76  South  Main  Street 
Akron,  OH  44308-1890 
CEO:  Justin  T  Rogers  Jr 

Electric  util-NC 
216-384-5100 

National  Medical  Enterprises 

PO  Box  4070 

Santa  Monica,  CA  90404 

CEO:  Richard  K  Earner 

Health  care  services 
213-315-8000 

Northeast  Bancorp 

PO  Box  900 

Shelton,  CT  06484-0863 

CEO:FrankJKuglerJr 

Regional  bank 
203-929-5552 

Oklahoma  Gas  &  Electric 

PO  Box  321 

Oklahoma  City,  OK  73101-0321 

CEO:  James  G  Harlow  Jr 

Electric  util-SC 
405-272-3000 

National  Semiconductor 

PO  Box  58090 

Santa  Clara,  CA  95052-8090 

CEO:  Gilbert  F  Amelio 

Computer  peripherals 
408-721-5000 

Northeast  Federal 

50  State  House  Square 
Hartford,  CT  06103 
CEO:  George  P  Rutland 

Thrift 
203-280-1000 

Old  Kent  Financial 

One  Vandenberg  Center 
Grand  Rapids,  Ml  49503 
CEO:  John  C  Canepa 

Regional  bank 
616-771-5000 

National  Service  Industries 

1420  Peachtree  Street  NE 
Atlanta,  GA  30309 
CEO:  Sidney  Kirschner 

Electrical  equipment 
404-853-1000 

Northeast  Utilities 

PO  Box  270 

Hartford,  CT  06141-0270 

CEO:  William  B  Ellis 

Electric  util-NE 
203-665-5000 

Old  Republic  International 

307  North  Michigan  Avenue 
Chicago.  IL  60601 
CEO:  A  C  Zucaro 

Diversified  insurance 
312-346-8100 

NationsBank 

Nations  Bank  Plaza 
Charlotte,  NC  28255 
CEO:  Hugh  L  McColl  Jr 

Regional  bank 
704-386-5000 

Northern  States  Power 

414  Nicollet  Mall 
Minneapolis,  MN  55401 
CEO:  James  J  Howard 

Electric  util-NC 
612-330-5500 

Olin 

PO  Box  1355 

Stamford,  CT  06904-1355 

CEO:  John  W  Johnstone  Jr 

Diversified  chemicals 
203-356-2000 

Navistar  International 

455  North  Citylront  Plaza  Dr 
Chicago,  IL  60611 
CEO:  James  C  Cotting 

Autos  &  trucks 
312-836-2000 

Northern  Trust 

50  South  LaSalle  Street 
Chicago,  IL  60675 
CEO:  David  W  Fox 

Regional  bank 
312-630-6000 

Oracle  Systems 

500  Oracle  Parkway 
Redwood  City,  CA  94065 
CEO:  Lawrence  J  Ellison 

Softwan 
415-506-7000 

NBD  Bancorp 

611  Woodward  Avenue 
Detroit,  Ml  48226 
CEO:  Charles  T  Fisher  III 

Regional  bank 
313-225-1000 

Northrop 

1840  Century  Park  East 
Los  Angeles,  CA  90067-2199 
CEO  Kent  Kresa 

Aerospace  &  defense 
310-553-6262 

Oryx  Energy 

PO  Box  2880 

Dallas,  TX  75221-2880 

CEO  Robert  P  Hauptfi'hrer 

MtscellaneouseiWBf 
214-7154000 

New  England  Electric  System 

25  Research  Drive 
Westborough,  MA  01582 
CEO:  John  W  Rowe 

Electric  util-NE 
508-366-9011 

Electric  utilNE 
607-347-4131 

Publishing 
212-556-1234 

Norwest 

Norwest  Center 
Minneapolis,  MN  55479-1006 
CEO:  Lloyd  P  Johnson 

Novell 

122  East  1700  South 
Provo.UT  84606-6194 
CEO:  Raymond  J  Noorda 

Regional  bank 
612-667-1234 

Software 
801-429-7000 

Owens-Corning  Fiberglas 

Fiberglas  Tower 
Toledo,  OH  43659 
CEO:  Glen  H  Hiner 

M)sc  building  matenals 

New  York  State  Electric  &  Gas 

PO  Box  28/ 
Ithaca,  NY  14851 
CEO:  JamesACarrigg 

Owens-Illinois 

One  SeaGate 
Toledo.  OH  43666 
CEO  Joseph  H  Lemieux 

Packtiiai 

419-247-5000 

New  York  Times 

229  West  43rd  Street 
New  York,  NY  10036 
CEO:  Arthur  Ochs  Sulzberger 

Nucor 

2100  Rexford  Road 
Charlotte,  NC  28211 
CEO:  F  Kenneth  Iverson 

Stee 
704-366-7000 

Paccar 

PO  Box  1518 
Bellevue.  WA  98009 
CEO  Charles  M  Pigott 

Autos  &  truclB 
2O6-455-7400 
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If  You  Like  Travel  And 
Adventure.  If  You  Like 
Sports  You  Can  Do  As 
Well  As  Watch.  If 
Fitness  Is  An  Important 
Part  Of  Your  Life. 
MEN'S  Journal  Is  The 
Magazine  For  You. 

Featured  in  the  Premiere  issue: 

Deep  Sea  Fishing  off 
MargaritavillE:  Why  men  still 
love  it,  by  P.J.  O'Rourkc. 
Wayne  Gretzky:  inside  the 
Great  One's  roughest  season. 
Race  Car  School:  If  you  have 
the  urge  to  drive  Formula  One, 
here's  the  easy  way  to  do  it. 
The  Simple  Life:  Building  a 
dream  cabin  by  the  sea. 
Sea  Kayaking  the  Great 
COASTS:  Classic  adventures  in 
Baja,  Maine,  and  the  Northwest. 
Desert  GolF:  The  new,  cactus- 
lined  courses  in  the  Southwest 
where  the  greens 
are  small  and  the  hazards 
include  coyotes. 
Attack  TenniS:  Learning  to 
play  the  hard  way  in  just 
three  days. 

FITNESS:  The  eight  best  and 
safest  exercises  to  make 
your  back  stronger. 
New  EQUIPMENT:  C^t  the 
latest  in  prcxiuct  news  and 
reviews  of  suspension 
mountain  bikes,  big-headed 
golf  clubs,  multi-sp<irt 
watches,  worldband  radios, 
and  more. 


The  New  Magazine  For  American  Men. 
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GET  IT  AT  NEWSSTANDS  APRIL  14 
FOR  YOUR  CHARTER  SUBSCRIPTION  CALL  1-800-837-3939 
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Pacific  Enterprises 

633  West  5th  Street 

Los  Angeles,  CA  90071-2006 

CEO:  Willis  B  Wood  Jr 

Integrated  gas 
213-895-5000 

Pet 

PO  Box  392 

St  Louis,  MO  63166 

CEO:  Miles  L  Marsh 

Pfizer 

235  East  42nd  Street 
New  York,  NY  10017-5755 
CEO:  William  CSteereJr 

Phelps  Dodge 

2600  North  Central  Avenue 
Phoenix,  AZ  85004-3014 
CEO:  Douglas  C  Yearley 

Food  processing 
314-622-7700 

Drugs 

212-573-2323 

Nonferrous  metals 
602-234-8100 

Premark  International 

1717  Deerfield  Road 
Deerfield,  IL  60015 
CEO:  Warren  L  Batts 

Honie  fumishinis 
708-40S-«0(» 

Pacific  Gas  &  Electric 

77  Beale  Street 

San  Francisco,  CA  94106 

CEO:  Richard  A  Clarke 

Electric  util-W 
415-973-7000 

Premier  Bancorp 

PO  Box  1511 

Baton  Rouge,  LA  70821 

CEO:  G  Lee  Griffin 

Regional  baak 
504-332-4011 

Pacific  Telesis  Group 

130  Kearny  Street 

San  Francisco,  CA  94108 

CEO:  Sam  Ginn 

Telecommunications 
415-394-3000 

Electric  util-W 
503-731-2000 

Premier  Industrial 

4500  Euclid  Avenue 
Cleveland,  OH  44103 
CEO:  Morton  L  Mandel 

Electrical  equipment 
216-391-8300 

PacifiCorp 

700  NE  Multnomah  Street 
Portland,  OR  97232-4116 
CEO:  Al  M  Gleason 

PHH 

11333  McCormick  Road 
Hunt  Valley,  MO  21031 
CEO:  Robert  D  Kunisch 

Business  services 
301-771-3600 

Price  Co 

PO  Box  85466 

San  Diego,  CA  92186-5466 

CEO:  Robert  E  Price 

Primerica 

65  East  55th  Street 
New  York,  NY  10022 
CEO:  Sanford  1  Weill 

Procter  &  Gamble 

One  Procter  &  Gamble  Plaza 
Cincinnati.  OH  45202 
CEO:  Edwm  L  Artzt 

Specialty  retailing 
619-581-4600 

PaineWebber  Group 

1285  Avenue  of  the  Americas 
New  York,  NY  10019 
CEO:  Donald  B  Marron 

Pall 

2200  Northern  Boulevard 
East  Hills,  NY  11548 
CEO:  Maurice  G  Hardy 

Securities  brokerage 
212-713-2000 

Medical  supplies 
516-484-5400 

Gasproducer/pipeliner 
713-627-5400 

Broadcasting 
212-373-8000 

Philadelphia  Electric 

PO  Box  8699 
Philadelphia,  PA  19101 
CEO:  Joseph  F  Paquette  Jr 

Philip  Morris  Cos 

120  Park  Avenue 
New  York,  NY  10017 
CEO:  Michael  A  Miles 

Phillips  Petroleum 

Phillips  Building 
Bartlesville,  OK  74004 
CEO:  C  J  Silas 

PHM 

33  Bloomfield  Hills  Parkway 
Bloomfield  Hills,  Ml  48304 
CEO:  William  J  Pulte 

Electric  util-NE 
215-841-4000 

Tobacco 
212-880-5000 

Miscellaneous  energy 
918-661-6600 

Residential  builder 
313-647-2750 

Lease  &  finance 
212-891-8900 

Personal  products 
513-983-1130 

Panhandle  Eastern 

PO  Box  1642 

Houston,  TX  77251-1642 

CEO:  Dennis  R  Hendrix 

Progressive 

6000  Parkland  Boulevard 
Mayfield  Heights.  OH  44124 
CEO:  Peter  B  Lewis 

Property  &  casualty  ins 
216-454-8000 

Paramount  Communications 

15  Columbus  Circle 
New  York,  NY  10023-7780 
CEO:  Martin  S  Davis 

Provident  Life  &  Accident 

One  Fountain  Square 
Chattanooga.  TN  37402 
CEO:  Winston  W  Walker 

Life  &  health  insurance 
615-755-1011 

Parker  Hannifin 

17325  Euclid  Avenue 
Cleveland,  OH  44112-1290 
CEO:  Paul  G  Schloemer 

Misc  industrial  equip 
216-531-3000 

Pinnacle  West  Capital 

PO  Box  52132 
Phoenix,  AZ  85072-2132 
CEO:  Richard  Snell 

Electric  util-W 
602-379-2500 

Public  Service  Co  of  Colorad 

PO  Box  840 

Denver.  CO  80201-0840 

CEO:  Delwin  D  Hock 

Public  Service  Co  of  New  H« 

PO  Box  330 

Manchester.  NH  03105 
CEO:  Leon  E  Maglathin  Jr 

0 

Electnc  util-W 
303-571-7511 

Penn  Central 

One  East  Fourth  Street 
Cincinnati,  OH  45202 
CEO:  Cart  H  Lindner 

Property  &  casualty  ins 
513-579-6600 

Supermarkets 
814-536-9900 

Department  stores 
214-591-1000 

Pioneer  Hi-Bred  International 

400  Locust  Street 
Des  Moines,  lA  50309 
CEO:  Thomas  N  Urban 

Pitney  Bowes 

World  Headquarters 
Stamford,  CT  06926-0700 
CEO:  George  B  Harvey 

Pittston 

PO  Box  120070 
Stamford,  CT  06912-0070 
CEO:  Joseph  C  Farrell 

Food  processing 
515-245-3500 

Business  supplies 
203-356-5000 

Trucking  &  shipping 
203-978-5200 

impshire 

Electnc  util-NE 
603-669-4000 

Penn  Traffic 

319  Washington  Street 
Johnstown,  PA  15901 
CEO:  Claude  Incaudo 

JC  Penney 

PO  Box  659000 
Dallas,  TX  75265-9000 
CEO:  William  R  Howell 

Public  Service  Enterprise  Gr 

PO  Box  1171 

Newark.  NJ  07101-1171 

CEO:  E  James  Fertand 

Puget  Sound  Bancorp 

PO  Box  11500 
Tacoma.WA  98411-5500 
CEO:  William  W  Philip 

Puget  Sound  Power  &  Light 

411 108th  Avenue  NE 
Bellevue.  WA  98004-5515 
CEO:  John  W  Ellis 

Q-R 

Quaker  Oats 

PO  Box  049001 
Chicago.  IL  60604-9001 
CEO  William  D  Smithburg 

Quantum  Chemical 

99  Parit  Avenue 
New  Yofk.  NY  10016 
CEO:  Joiin  Hoyt  Stookey 

Questar 

PO  Box  11150 

Salt  Lake  City.  UT  84147 

CEO:  R  D  Cash 

FortKs  ■ 
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ElectfK  util-NE 
201-430-7000 

Regional  bank 
206-593-3600 

Pennsylvania  Power  &  Light 

Two  North  Ninth  Street 
Allentown,  PA  18101-1179 
CEO:  John  T  Kauftman 

Pennzoil 

PO  Box  2967 

Houston,  TX  77252-2967 

CEO:  James  L  Pate 

Electric  util-NE 
215-774-5151 

Miscellaneous  energy 
713-546-4000 

PNC  Financial 

Fifth  Avenue  &  Wood  Street 
Pittsburgh,  PA  15222 
CEO:  Thomas  H  O'Brien 

Polaroid 

549  Technology  Square 
Cambridge,  MA  02139 
CEO:  1  MacAllister  Booth 

Policy  Management  Systems 

PO  Box  Ten 
Columbia,  SC  29202 
CEO:  G  Larry  Wilson 

Potomac  Electric  Power 

1900  Pennsylvania  Avenue  NW 
Washington,  DC  20068 
CEO:  Edward  F  Mitchell 

PPG  Industries 

One  PPG  Place 
Pittsburgh,  PA  15272 
CEO:  Vincent  A  Sarni 

Regional  bank 
412-762-2666 

Photography  &  toys 
617-577-2000 

Business  services 
803-735-4000 

Electnc  util-NE 
202-872-2000 

Auto  parts 
412-434-3131 

Electnc  util-W 
206454-6363 

People's  Bank 

850  Mam  Street 
Bridgeport,  CT  06604-4913 
CEO:  David  E  A  Carson 

Peoples  Energy 

122  South  Michigan  Avenue 
Chicago,  IL  60603-9942 
CEO:  Richard  E  Terry 

PepsiCo 

700  Anderson  Hill  Road 
Purchase,  NY  10577 
CEO:  D  Wayne  Calloway 
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Thrift 
203-338-7171 

Miscellaneous  energy 
312-431-4000 

Beverages 
914-253-2000 

Food  piocessing 
312-222-7111 

Diversified  chemicals 
212-949-5000 

Moirotedgas 
801-534-5000 
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atisf action  Defined. 

Definea  Funds   can  help  you   aefine  satisjaction.    Hecause  chances  are,   your  aejinition   incluaes  money 

An  evening  spent  with  old 

ana  the  time  to  enjoy  it.  Ljejined  Tunas  are  pmjessionauy  selected portjoiios  oj  stocks  or  bonds.    You  know 

friends.  A  loving  glance 

what  you're  investinq  in  oejore  you  buy.  And  you  can  ^et  started  jor  about  S  1,000.  A^k  your  financial 

returned  in  kind.  A  double 

professional  for  a  free  copy  oj  L/ejinitions,  a  maqazine  that  explains  further.  A  free  prospectus  containing 

dip,  double  chocolate  ice 

more    complete    information    on    any   LJejined  Asset   £und,    including   all   charges    and  expenses, 

cream  cone.  Sharing  a  good 

15   available,    ixead  the  prospectus   carefully  before   investing.    C^all  1-800-^22-gooi,    extension  558. 


laugh.  Five  o'clock  on  Friday 


Merrill  Lynch 

Onearson  L,enman  Brothers  •  Prudential  Securities  •  Dean    Ji^itter  •  PaineJi^'hh 


er 


C 1992  Merrill  Lynch  Plrrrr.  Frnnrr  «nd  Smith  Inc  Mrmbrr  SIPC 


THE  FORBES  SOOs 


\L 

iiii 

t^i 

T 

ii 

m 

Ralston  Purina 

Checkerboard  Square 

St  Louis,  MO  63164 

Food  processing 

CEO:  William  P  Stiritz 

314-982-1000 

Raytheon 

141  Spring  Street 
Lexington,  MA  02173 
CEO:  Dennis  J  Picard 


Aerospace  &  defense 
617-862-6600 


Reader's  Digest  Association 

Reader's  Digest  Road 

Pleasantville,  NY  10570-7000 

Publistiing 

CEO:  George  V  Grune 

914-238-1000 

Reebok  International 

100  Technology  Center  Drive 
Stoughton,  MA  02072 
CEO:  Paul  B  Fireman 


Textiles  &  apparel 
617-341-5000 


Reliance  Group  Holdings 

55  East  52nd  Street 

New  York,  NY  10055 

Diversified  insurance 

CEO:  Saul  P  Steinberg 

212-909-1100 

Republic  New  York 

452  Fifth  Avenue 
New  York,  NY  10018 
CEO:  Walter  H  Weiner 


Multinational  bank 
212-525-6000 


Reynolds  Metals 

PO  Box  27003 

Richmond,  VA  23261-7003 

Nonferrous  metals 

CEO:  William  0  Bourke 

804-281-2000 

Rhone-Poulenc  Rorer 

500  Areola  Drive 
Collegeville,  PA  19426 
CEO:  Robert  E  Cawthorn 


Drugs 
215-454-6800 


Riggs  National 

1503  Pennsylvania  Avenue  NW 

Washington,  DC  20005 

Regional  bank 

CEO:JoeLAIIbritton 

202-835-6000 

Rite  Aid 

PO  Box  3165 
Harrisburg,  PA  17105 
CEO:  Alex  Grass 


Drug  &  discount  stores 
717-761-2633 


RJR  Nabisco 

1301  Avenue  of  the  Americas 

New  York,  NY  10019 

Tobacco 

CEO:  Louis  V  Gerstner  Jr 

212-258-5600 

Roadway  Services 

PO  Box  88 

Akron.  OH  44309-0088 

CEO:  Joseph  M  Clapp 


Trucking  &  shipping 
216-384-8184 


Rochester  Community  Savings  Bank 

40  Franklin  Street 

Rochester,  NY  14604 

Thrift 

CEO:  Leonard  S  Simon                                716-262-5800 

Rochester  Telephone 

180  South  Clinton  Avenue 
Rochester,  NY  14646 
CEO:  Ronald  L  Bittner 

Rockwell  International 

2201  Seal  Beach  Boulevard 
Seal  Beach,  CA  90740-8250 
CEO  Donald  R  Beall 

Rohm  &  Haas 

Independence  Mall  West 


Telecommunications 
716-777-1000 


Aerospace  &  defense 
310-797-3311 


Philadelphia,  PA  19105 
CEO:  J  Lawrence  Wilson 

Rouse 

10275  Little  Patuxent  Parkway 
Columbia,  MD  21044 
CEO:  Mathias  J  DeVito 

Diversified  chemicals 
215-592-3000 

Lease  &  finance 
401-992-6000 

Rubbermaid 

1147  Akron  Road 

Wooster,  OH  44691 

Home  furnishings 

CEO:  Walter  W  Williams 

216-264-6464 

Russell 

PO  Box  272 

Alexander  City,  AL  35010-0272 

CEO:  Eugene  C  Gwaltney 


Textiles  &  apparel 
205-329-4000 


Ryder  System 

3600  Northwest  82nd  Avenue 

Miami,  FL  33166 

Lease  &  finance 

CEO:  M  Anthony  Burns 

305-593-3726 

Ryland  Group 

PO  Box  4000 
Columbia,  MD  21044 
CEO:  Roger  W  Schipke 


Residential  builder 
410-715-7000 


Safeco 

Safeco  Plaza 
Seattle,  WA  98185 
CEO:  Roger  H  Eigsti 


Diversified  insurance 
206-545-5000 


Safety-Kleen 

777  Big  Timber  Road 

Elgm,IL  60123 

Industrial  services 

CEO:  Donald  W  Brinckman 

708-697-8460 

Safeway 

Fourth  &  Jackson  Streets 


Oakland,  CA  94660 

Supermarkets 

CEO:  Peter  A  Magowan 

510-891-3000 

St  Jude  Medical 

One  Lillehei  Plaza 

St  Paul,  MN  55117 

Medical  supplies 

CEO:  Lawrence  A  Lehmkuhl 

612-483-2000 

St  Paul  Bancorp 

6700  West  North  Avenue 
Chicago,  IL  60635 
CEO:  Joseph  C  Scully 


Thrift 
312-622-5000 


St  Paul  Cos 

385  Washington  Street 

St  Paul.  MN  55102 

Property  4  casualty  ins 

CEO:  Douglas  W  Leatherdale 

612-221-7911 

Sallie  Mae 

1050  Thomas  Jefferson  St  NW 


Washington,  DC  20007 

Lease  &  finance 

CEO:  Lawrence  A  Hough 

202-333-8000 

Salomon 

7  World  Trade  Center 

New  York,  NY  10048 

Secunties  brokerage 

CEO:  Warren  E  Buffett 

212-783-7000 

San  Diego  Gas  &  Electric 

PO  Box  1831 
SanOiego,  CA92112 
CEO:  Thomas  A  Page 

Santa  Fe  Pacific 

1700  East  Golf  Road 
Schaumburj;IL  60173-5860 
CEO  Robert  D  Krebs 

Sara  Lee 

Three  First  National  Plaza 
Chicago.  IL  60602-4260 
CEO:  John  H  Bryan 

Scana 

1426  Mam  Street 

Columbia.  SC  29201 

CEO:  Lawrence  M  Gressette  Jr 


Electnc  util-W 
619-696-2000 


Railroad 
708-995-6000 


Food  processing 
312-726-2600 


Electnc  util-SE 
803-748-3000 


SCEcorp 

PO  Box  999 
Rosemead.CA  91770 
CEO:  John  E  Bryson 


Electric  utiMI 
818-302-1212 


Schering-Plough 

One  Giralda  Farms 
Madison.  NJ  07940-1000 
CEO:  Robert  P  Luciano 

Drup 
201-822-7001 

Charles  Schwab 

101  Montgomery  Street 
San  Francisco.  CA  94104 
CEO:  Charles  R  Schwab 

Securities  brakenie 
415-627-7000 

Scott  Paper 

Scott  Plaza 

Philadelphia.  PA  19113 
CEO:  Philip  E  Lippincott 

Personal  products 
215-522-5000 

EW  Scripps 

PO  Box  5380 

Cincinnati.  OH  45201 

PiriHishing 

CEO;  Lawrence  A 1  eser 

513-977-3000 

Seagate  Technolc^ 

920  Disc  Onve 

Scotts  Valley.  CA  95066 

CEO:  Alan  F  Shugart 


Computer  pehptwrais 
408-438-6550 


Sears,  Roebuck 

Sears  Tower 

Chicago,  IL  60684 

Department  stores 

CEO:  Edward  A  Brennan 

312-875-2500 

Security  Pacific 

333  South  Hope  Street 
Los  Angeles,  CA  90071 
CEO:  Robert  H  Smith 


MultinatJonal  bank 
213-345-6211 


Sequa 

200  Park  Avenue 

New  York.  NY  10166 

Aerospace  &  defense 

CEO:  Norman  E  Alexander 

212-986-5500 

Service  Corp  International 

PO  Box  130548 


Houston,  TX  77219-0548 

Personal  products 

CEO:  Robert  LWattnp 

713-522-5141 

Service  Merchandise 

PO  Box  24600 

Nashville.  TN  37202-4600 

Specialty  retailing 

CEO:  Raymond  Zimmerman 

615-660-6000 

SFFed  Corp 

88  Kearny  Street 

San  Francisco.  CA  94108-5591 

CEO:  Roger  L  Gordon 


Thrift 
415-95S-5800 


Shaw  Industries 

PO  Drawer  2128 

Dalton.  GA  30722-2128 

Textiles  &  apparei 

CEO  Robert  E  Shaw 

404-278-3812 

390 


Shawmut  National 

777  Mam  Street 
Hartford.  CT  061 15 
CEO:  Joel  B  Alvord 

RMiOMl  bMk 

203-728-2000 

Sherwin-Williams 

101  Prospect  Avenue  NW 
Cleveland.  OH  44115-1075 
CEO  John  G  Breen 

SpedMychMicab 
216-566-2000 

ShopKo  Stores 

POB«  19060 

Green  Bay.  Wl  54307-9060 

CEO  Dale  P  Kramer 

[)ni(i*xaMl«ns 
414-497-2211 

Sigma-Aldrich 

3050  Spruce  Street 
St  Louis.  MO  63103 
CEO  Carl  T  Con 

Specialty  chemicals 
314-771-5765 

Forbes 
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"Most  of  our 
competitors  of  1981 

no  longer  exist. 

Some  of  them  had 

great  products. 

What  they  forgot  to 

have  was 
great  advertising!' 


'The  man  who  said  the  world  will  beat  a  path  to  your  door  if  you 
build  a  better  mousetrap  was  a  poet,  not  a  businessman. 

The  landscape  is  strewn  with  the  wreckage  of  fine  companies 
who  built  great  products-that  no  one  ever  heard  about. 

I've  worked  for  two  of  the  most 
spectacularly  successful  corporations 
in  America-Pepsi  and  Apple  Computer 
They're  as  opposite  as  East  and  West. 
But  they  have  one  thing  in  common.  In 
both  cases,  advertising  played  a  central 
role,  rocketing  them  from  obscurity  to 
market  leadership. 

Each  enjoyed  product  advantages. 
But  they  had  to  be  advertised. 

No  other  form  of  communication 
allows  a  purer,  nxre  powerful  articulation 
of  your  product's  story  and  your  com- 
pany's vision.  Because  only  advertising 
can  communicate  not  just  information, 
but  emotion  and  soul. 

Something  magical  happens  when 
you're  able  to  touch  millions  of  people 
at  once-a  transfonning  energy  that  not 
only  makes  sales  today  but  reverberates 
for  years  to  come. 

Advertising  builds  brands.  And 
your  brand  is  the  only  thing  that  stands 
between  you  and  commodity  pricing. 

Advertising  allows  you  to  take  on 
the  giants  and  win.  Goliath  may  not  need 
great  advertising.  But  David  sure  does. 

Finally  advertising  lets  you  express 


John  Sculley.  Chairman  and  CEO,  Apple  Computer,  Inc 


not  only  what  you  are.  but  v\4iat  you  are 
trying  to  become.  It's  not  just  a  selling  tool,  it's  a  leadership  tool -a 
flag  on  the  mountain  to  rally  and  inspire  your  own  people. 

Of  all  the  sophisticated  tools  available  to  marketers  today 
advertising  remains  one  of  the  most  powerful" 

AAAA 

Amencan  Associaton  of  Advertising  Agencies 

If  you  would  like  to  learn  more  about  tt>e  power  of  advertising,  please  wnte  to  Department  D.  AAAA.  666  Thrd  AMnue.  New  ^tork. 
New  Ybrtt  1001 7  enclosing  a  check  tor  five  dollars  >bu  wM  receive  our  booklet  II  Worta!  Horn  Investment  Spendmg  «i  AtSerhang  P»fS 
Off  Please  allow  4  to  6  weeks  tor  dehvery  TNs  advertisement  was  prepared  by  BBOO.  Los  Angeles,  photograph  by  F^ler  Steniter 
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Signet  Banking 

POB(ix?')'J/0 

Richiiiorul,  VA  '/'.iM 

Rec.ional  hank 

CIO  l<ol)(!i1M[r(!(!man 

804  74/ -2000 

Sprint 

f'O  Box  11315 

Kansas  Citv,  MO  64112 

Telecommunications 

CFG  William  T  Esrey 

913-624-3000 

Smith's  Food  &  Drug  Centers 

l!.l)0  Smith  Redwood  Road 
Salt  lake  City,  UT  84104 
CEO:  Jeflrey  P  Smith 

Snap-on  Tools 

2801  HOth  Strod 
Kenosha,  Wl');)i41  1410 
CEO:  Robiut  A  CoriiuK 

Society 

800  Siipcfioi  AvciiiK! 
Cloviiiiid,  01144 114  2692 
CEO  Robert  W  Gillespie 

Society  for  Savings 

PO  Box  :'20fl 
Hfirtlmd,Cin(il4W?0n 
CIO  lawience  Coiiiiell 

Sonat 

PO  Box  ?!)()3 

BirininRhain,  AL  35202-2563 

CrO  Ronald  I  Kiiehii  li 

Sonoco  Products 

PO  Box  160 

Hailsville,  SC  29550-0160 

CEO:  Charles  W  Coker 

Southern  Co 

()4 1'eiiiiielei  Center  East 
Atlanta,  GA  30346 
CI  0  I  dwaid  I  Addison 

Southern  National 

PO  Box  1489 
Luniburton,  NC  28359 
CEO;  L  Glenn  Orr  Ir 


Supermarkets 
801-974-1400 


Auto  parts 
414-656-5200 


Regional  bank 
216-689-3000 


Thrift 
203-727-5000 


Gas  producer/pipeliner 
205-325-3800 


Packaging 
803-383-7000 


Electric  util-SE 
404-393-0650 


Regional  bank 
919-671-2000 


Standard  Federal  Bank 

2600  West  Big  Beaver  Road 

Troy,  Ml  48084 

CEO:  Thomas  R  Ricketts 

Stanley  Works 

1000  Stanley  Drive 
New  Britain,  CT  06053 
CEO:  Richard  H  Ayers 

Star  Banc 

425  Walnut  Street 


Thrift 
313-643-9600 


Misc  industrial  equip 
203-225-5111 


Cincinnati,  OH  45202 

Regional  bank 

CEO:  Oliver  WWaddell 

513-632-4000 

State  Street  Boston 

Box  351 

Boston,  MA  02101 

Regional  bank 

CEO:  Marshall  N  Carter 

617-786-3000 

Super  Food  Services 

Kettering  Box  2323 
Dayton,  OH  45429 
CEO:  Jack  Twyman 

Super  Valu  Stores 

PO  Box  990 

Minneapolis,  MN  55440 
CEO:  Michael  W  Wright 

Surgical  Care  Affiliates 

102  Woodmont  Boulevard 
Nashville,  TN  37205 
CEO:  Joel  C  Gordon 

Sysco 

1390  Enclave  Parkway 
Houston,  TX  77077-2027 
CEO:  John  F  Woodhouse 


Food  nvholesaleri 
513-439-7500  I 


Food  wholesaler 
612-82MO00 


Health  care  seivicB 
615-385-3541 


Food  wholesaler  • 
713-584-1390 


1 


Stone  Container 

150  North  Michigan  Avenue 
Chicago,  11  60601-7568 
CEO  Roger  W  Stone 

Stop  &  Shop  Companies 

PO  Box  369 

Boston,  MA  02101 

CEO:  Lewis  G  Schaeneman  Jr 

Storage  Technology 

22/0  South  88th  Street 
Louisville,  CO  80028-4309 
CEO:  Ryal  R  Poppa 


Packaging 
312-346-6600 


Supermarkets 
617-380-8000 


Computer  peripherals 
303-673-5151 


T2  Medical 

1121  Alderman  Drive 
Alpharetta,  GA  30202 
CEO  Thomas  E  Haire 


Health  care  sefvices  i 
404-442-2160 


Tambrands 

/77  Westchester  Avenue 

White  Plains.  NY  10604 

CEO:  Martin  F  C  Emmett 

SC 


stride  Rite 

Five  Cambridge  Center 

Cambridge,  MA  02142 

Textiles  &  apparel 

CEO:  Ervin  R  Shames 

617-491-8800 

Southern  New  England  Telecommunications 

POHox  1562 

New  Haven,  CI  061)10  Telecommunications 

CfO  Waltei  H  Monleilh  Ii  203-//1-5200 


Stryker 

PO  Box  4085 


SouthTrust 

PO  Box  2554 
Birmingham,  Al  35290 
CEO:  Wallace  D  Malone  Ir 


Regional  bank 
205-254-5679 


Kalama/oo,  Ml  49003-4085 

Medical  supplies 

CEO:  lohii  W  Brown 

616-385-2600 

Sumitomo  Bank  of  California 

320  California  Street 

San  Francisco,  CA  94104 

Regional  bank 

CEO:  Tadaichi  Ikagawa 

415-445-8000 

Tandem  Computers 

19333  Valico  Parkway 
Cupertino.  CA  95014-2599 
CEO:  James  G  Treybig 

Tandy 

PO  Box  1/180 

Fort  Worth.  TX  76102 

CEO:  John  V  Roach 

TCF  Financial 

801  Marquette  Avenue 
Minneapolis.  MN  55402 
CEO:  William  A  Cooper 

TECO  Energy 

PO  Box  111 
Tampa,  FL  33601 
CEO:  Timothy  L  Guule 


Personal  prodticls  t 
914-6%-6000  1.1. 


Computer  systems  : 
408-285-6000  I 


Consumer  electron  stis  < 
817-390-3700  I 


Thnft 
612-370-7000 


I? 


Electric  util-S£ 
813-228-4111 


Southwest  Airlines 

P0Box3(.(ill 
Dallas,  IX /!)235  1611 
CFO  Heibert  0  Kellehei 

Airline 
214-904-4000 

Gas  distributor 
702-876-71/3 

Summit  Bancorp 

One  Mam  Stieet 
Chatham,  NJ  0/928 
CEO  Thomas  D  Sayles  Jr 

Regional  bank 
201-/01-6200 

Tele-Communications 

PO  Box  5630 
Denver,  CO  80217 
CEO  John  C  Malone 

Broadcastini 
303-267-5500 

Southwest  Gas 

PO  Box  98510 

las  Vegas,  NV  89193-8510 

CEO  Kenny  C  Guinn 

Sun  Co 

100  Matsontord  Road 
Radnoi,  PA  1908/459/ 
CEO:  Robert  H  Campbell 

Miscellaneous  energy 
215-293-6000 

Teledyne 

1901  Avenue  of  the  Stars 
Los  Angeles,  CA  90067-6046 
CEO  William  P  Rutledge 

AenB|>ace  &  (Mmsi 
213-277-3311 

Southwestern  Bell 

One  Hell  Centei 
Stlouis  M0ti3101  3099 
CIO  Idwaull  Whitarrelr 

Telecommunications 
314-235-9800 

Electric  util-SC 
806-3/8-2121 

Sun  Microsystems 

2550  Gaicifl  Avenue 
Mountam  View,  CA  94043- 1100 
CEO  Scott  G  McNealy 

Computer  systems 
415-9601300 

Temple-Inland 

Drawer  N 
Diboll.  TX  75941 
CEO  Clifford )  Grum 

Tenneco 

PO  Box  2511 

Houston.  TX  77252-2511 

CEO  Michael  H  Walsh 

Packapni 
I0M29-2211 

Southwestern  Public  Service 

PO  Box  1261 
Amarillo,TX/91/0 
CFO  Rill  D  Helton 

Sundstrand 

PO  Box  /003 
Rocktoiu,IL  61125-/003 
CEO  Harry  C  Stonecipher 

AaiospaM  &  defense 
815-226-6000 

713-757-2131 

Spiegel 

1515  West  22iu1  Street 
Oak  Brook,  IL  60522 
CEO  John )  Shea 

Specialty  retailing 
/08-986-8800 

SunTrust  Banks 

PO  Box  4418 
Atlanta,  GA  30302 
CEO  lames  B  Williams 

Regional  bank 
404-588-7711 

Texaco 

2000  Westchester  Avenue 
White  Plains  NY  10650 
CEO  lames  W  Kinnear 

9I4-253-4000 

Springs  Industries 

PO  Box  /O 

Fort  Mill,  SC  29/15 

CEO  Walter  Y  Ehsha 

Home  lurnishings 
803-54/3650 

Sunwest  Financial  Service 

PO  (Uh  ;'5500 

Albugm-iqup.NM  8/125-0500 
CEO  Ike  Kdlangis 

Regional  bank 
505-765-2403 

Texas  Instruments 

PO  Box  6554  '4 
Dallas.  TX  ;5265 
CEO  Jen>  R  Junluns 

ii4-99s-nn 
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rhe  Last  Word  on 
Thought  Leaders 


nsight  readers  turn  to  the 

last  page  first.  Why?  For 

'The  Last  Word"  -  Insight's 

consistently  best-read 

column,  the  lowdown  on 

cutting  edge  issues. 

Insight  has  the  last  word 
on  efficiency,  too.  For  every 


www  
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opinion  leader  reached  by 
Commenfary,  five  can  be 
reached  more  efficiently 
through  Insight. 

Insight.  Food  for  Thought 
Leaders.  To  learn  more  about 
Insight,  call  James  D.  McVey, 
Publisher,  at  212-599-1730. 


More  Opinion. 
More  Opinion  Leaders. 


ON  THE  NEWS 
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Texas  Utilities 

2001  Bryan  Tower 
Dallas.  TX  75201 
CEO:  Jerry  S  Farrington 

Textron 

40. Westminster  Street 
Providence,  Rl  02903 
CEO:  James  F  Hardymon 

Time  Warner 

75  Rockefeller  Plaza 
New  York,  NY  10019 
CEO:  Steven  J  Ross 

Times  Mirror 

Times  Mirror  Square 
Los  Angeles,  CA  90053 
CEO:  Robert  F  Erburu 

Timken 

1835  Dueber  Avenue  SW 
Canton,  OH  44706-2798 
CEO:  William  R  Timken  Jr 

TJX  Cos 

770  Cochituate  Road 
Framingham,  MA  01701 
CEO:  Bernard  Cammarata 

Torchmark 

2001  Third  Avenue  South 
Birmingham,  AL  35233 
CEO:  Ronald  K  Richey 

Tosco 

72  Cummings  Point  Road 
Stamford,  CT  06902 
CEO:  Thomas  D  O'Malley 

Toys  'R'  Us 

461  From  Road 
Paramus,  NJ  07652 
CEO:  Charles  Lazarus 

Transamerica 

600  Montgomery  Street 
San  Francisco,  CA  94111 
CEO:  Frank  C  Herringer 

Transco  Energy 

PO  Box  1396 
Houston,  TX  77251 
CEO:  John  P  DesBarres 

Travelers 

One  Tower  Square 
Hartford,  CT  06183-1060 
CEO:  Edward  H  Budd 

Tribune 

435  North  Michigan  Avenue 

Chicago,  IL  60611 

CEO  Charles  T  Brumback 

Trinova 

PO  Box  50 

Maumee.  OH  43537-0050 

CEO:  Darryl  F  Allen 

Trustmark 

PO  Box  291 

Jackson,  MS  39205-0291 

CEO  Frank  R  Day 

TRW 

1900  Richmond  Road 
Cleveland,  OH  44124-3760 
CEO:  Joseph  T  Gorman 

Turner  Broadcasting  System 

One  CNN  Center 
Atlanta,  GA  30303 
CEO:  Robert  E  Turner 
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Electric  util-SC 
214-812-4600 


Aerospace  &  defense 
401-421-2800 


Publishing 
212-484-8000 


Publishing 
213-237-3700 


Misc  industrial  equip 
216-438-3000 


Apparel  stores 
508-390-3000 


Life  &  health  insurance 
205-325-4200 


Miscellaneous  energy 
203-977-1000 


Specialty  retailing 
201-262-7800 


Diversified  insurance 
415-983-4000 


Gas  producer/pipeliner 
713-439-2000 


Diversified  insurance 
203-277-0111 


Publishing 
312-222-9100 


Misc  industrial  equip 
419-867-2200 


Regional  bank 
601-354-5111 


Auto  parts 
216-291-7000 


Broadcasting 
404-827-1700 


Turner  Corp 

375  Hudson  Street 
New  York,  NY  10014 
CEO:  Alfred  T  McNeill 

TW  Holdings 

203  East  Mam  Street 
Spartanburg,  SC  29319 
CEO:  Jerome  J  Richardson 

20th  Century  Industries 

6301  Owensmouth  Avenue 
Woodland  Hills,  CA  91367 
CEO:  Louis  W  Foster 

Tyco  Laboratories 

One  Tyco  Park 
Exeter,  NH  03833 
CEO:  John  F  Fort 

Tyson  Foods 

PO  Box  2020 

Springdale,  AR  72765-2020 

CEO:  Leiand  Tollett 


u 


UAL 

PO  Box  66919 
Chicago,  IL  60666 
CEO:  Stephen  M  Wolf 

UJB  Financial 

PO  Box  2066 

Princeton,  NJ  08543-2066 

CEO:  T  Joseph  Semrod 

Unifi 

PC  Box  19109 
Greensboro,  NC  27419 
CEO:  William  T  Kretzer 

Union  Bank 

350  California  Street 

San  Francisco,  CA  94104-1476 

CEO:  Taisuke  Shimizu 

Union  Camp 

1600  Valley  Road 
Wayne,  NJ  07470 
CEO:  Raymond  E  Cartledge 

Union  Carbide 

39  Old  Ridgebury  Road 
Danbury,CT  06817-0001 
CEO:  Robert  0  Kennedy 

Union  Electric 

PO  Box  149 

St  Louis,  MO  63166 

CEO:  William  E  Cornelius 

Union  Pacific 

Eighth  &  Eaton  Avenues 
Bethlehem,  PA  18018 
CEO:  Drew  Lewis 

Union  Planters 

67  Madison  Avenue 
Memphis.  TT4  38103 
CEO:  Beniamin  W  Rawlins  Ir 

Union  Texas  Petroleum  Holdings 

PO  Box  2120 

Houston,  TX  77252-2120 

CEO:  A  Clark  Johnson 

Unisys 

PC  Box  500 

Blue  Bell.  PA  19424-0001 

CEO:  James  A  Unruh 


Commercial  builder 
212-229-6000 

United  HealthCare 

9900  Bran  Road  East 
Minnetonka.  MN  55434 
CEO:  William  W  McGuire 

Health  care  seivices  j 
612-936-1300  l 

Food  wholesaler 
803-597-8000 

United  Missouri  Bancshares 

PO  Box  419226 

Kansas  City,  MO  64141-6226                        Regional  barfi 

CEO:  R  Crosby  Kemper                                816-860-7000 

Property  &  casualty  ins 
818-704-3700 

US  Bancorp 

PO  Box  8837 
Portland,  OR  97208 
CEO:  Roger  L  Breezley 

Regional  bank 
503-225-6111 

Misc  industrial  equip 
603-778-9700 

US  Healthcare 

PO  Box  1109 
Blue  Bell,  PA  19422 
CEO:  Leonard  Abramson 

Health  care  services 
215-628-4800 

Food  processing 
501-756-4000 

US  Shoe 

One  Eastwood  Drive 
Cincinnati.  OH  45227-1197 
CEO:  Bannus  B  Hudson 

Apparel  stores 
513-527-7000 

US  Surgical 

150  Glover  Avenue 
Norwalk.  CT  06856 
CEO:  Leon  C  Hirsch 

Medical  supphes 
203-845-1000 

Airline 
708-952-4000 

US  Trust 

114  West  47th  Street 
New  York,  NY  10036 
CEO:  H  Marshall  Schwarz 

Regional  bank 
212-852-1000 

Regional  bank 
609-987-3200 

United  Technologies 

One  Financial  Plaza 
Hartford,  CT  06101 
CEO:  Robert  F  Darnell 

Aerospace  &  defense 
203-728-7000 

Textiles  &  apparel 
919-294-4410 

Unitrin 

One  East  Wacker  Dnve 
Chicago.  IL  60601 
CEO;  JerroldV  Jerome 

Diversjfied  insurance 
312-661-4600 

Regional  bank 
415-445-0200 

Universal 

PO  Box  25099 
Richmond.  VA  23260 
CEO:  Henry  H  Harrell 

TfltMCCO 

804-359-9311 

Paper  &  lumber 
201-628-2000 

Unocal 

PO  Box  7600 

Los  Angeles.  CA  90051 

CEO:  Richard  J  Stegemeier 

Miscellaneous  enerQi  . 

213-977-7600  ' 

t 

Diversified  chemicals 
203-794-2000 

UNUM 

2211  Congress  Street 
Portland.  ME  04122 
CEO:  James  F  Orr  III 

1 

Life  &  heattti  insurance  , 
207-770-2211 

Electric  util-NC 
314-621-3222 

Upjohn 

7000  Portage  Road 
Kalamazoo.  Ml  49001 
CEO:  Theodore  Cooper 

Oni|s 
616-323-4000  1 

Railroad 
215-861-3200 

US  West 

7800  East  Orchard  Road 
Englevraod.  CO  80111 
CEO  Richard  D  McCormick 

1 

TctaiMMMMCtlions 
303-793-6500 

Regional  bank 
901-383-6000 

USAir  Group 

2345  Crystal  Dnv« 
Ariington.  VA  22227 
CEO  Seth  E  SchoWd 

f 

Airtine 
7O3-418-700t 

ings 

Miscellaneous  energy 
713-623-6544 

USF&G 

100  Light  Street 
Baltimore.  MD  21202 
CEO  Norman  PBMllr 

hapNtyicasMRyins 

301-547-300C 

Computer  systems 
215-986-4011 

USG 

101  South  WKkarOmc 
Chicago.ll60e06438S 
CEO  EutaMBCoMNllir 

i\i4»mD 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CANT  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property'  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

worlds  finest 
scuba  diving  and 
snorkeling.   Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  lifes  pressures. 

Laucala  is  for 
people  who  \\  ant  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
\  our  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty-  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


for   A 


All  this  for  just 
52,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  exerything. 
ALL  meals,  ALL  drinks. 
UNLIMITED  use  of  ALL 
recreational  facilities. 
^  henever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life. 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala.  ownd  and  operated 
b%-  Forbes  Magazine  For 
more  information  write  to: 
Errol  Ryland,  Manager, 
Box  l-*9.  Fort  Garland,  CO 
81133,  or  caU  -19  3"'9  3263. 
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Uslico 

PO  Box  3700 
Arlington,  VA  22203 
CEO:  Charles  V  Giuffra 

USLife 

125  Maiden  Lane 
New  York,  RY  10038 
CEO;  Gordon  E  Crosby  Jr 

UST  Inc 

100  West  Putnam  Avenue 
Greenwich,  CT  06830 
CEO:  Louis  F  Bantle 

USX-Marathon 

600  Grant  Street 
Pittsburgh,  PA  15219-4776 
CEO:  Charles  A  Corry 

USX-US  steel 

600  Grant  Street 
Pittsburgh,  PA  15219-4776 
CEO:  Charles  A  Corry 

UtiliCorp  United 

PO  Box  13287 

Kansas  City,  MO  64199-3287 

CEO:  Richard  C  Green  Jr 


v-z 

Valero  Energy 

PO  Box  500 

San  Antonio,  TX  78292 

CEO:  William  E  Greehey 


Diversified  insurance 
703-875-3400 


Life  &  health  insurance 
212-709-6000 


Tobacco 
203-661-1100 


Miscellaneous  energy 
412-433-1121 


Steel 
412-433-1121 


Gas  distributor 
816-421-6600 


Miscellaneous  energy 
512-246-2000 


Valley  Bancorp 

PO  Box  1061 

Appleton,  Wl  54912-1061 

Regional  bank 

CEO:  Peter  M  Platten  III 

414-738-3830 

Valley  National 

PO  Box  71 
Phoenix,  AZ  85001 
CEO:  Richard  J  Lehmann 

Varity 

672  Delaware  Avenue 
Buffalo,  NY  14209 
CEO:  Victor  A  Rice 

VF 

PO  Box  1022 
Readmg,  PA  19603 
CEO:  Lawrence  R  Pugh 

Viacom 

1515  Broadway 
New  York,  NY  10036 
CEO:FrankJBiondiJr 

Vons  Cos 

PO  Box  3338 

Los  Angeles,  CA  90051 

CEO:  Roger  E  Stangeland 

Vulcan  Materials 

PO  Box  530187 
Birmmgham,AL  35253-0187 
CEO:  Herbert  A  Sklenar 

Waban 

PO  Box  9600 
Natick,  MA  01760 
CEO:  John  F  Levy 

Wachovia 

PO  Box  3099 

Winston-Salem,NC  27150 
CEO:  John  G  Medim  Jr 


Regional  bank 
602-221-2900 


Auto  parts 
716-888-8000 


Textiles  &  apparel 
215-378-1151 


Broadcasting 
212-258-6000 


Supermarkets 
818-821-7000 


Misc  building  materials 
205-877-3000 


Home  improvement  stores 
508-651-6500 


Regional  bank 
919-770-5000 


Wal-Mart  Stores 

702  Southwest  8th  Street 
Bentonville,  AR  72716 
CEO:  David  D  Glass 

Walgreen 

200  Wilmot  Road 
Deerfield,  IL  60015 

CEO:  Charles  R  Walgreen  II 

Wang  Laboratories 

One  Industrial  Avenue 
Lowell,  MA  01851 
CEO:  Richard  W  Miller 

Warner-Lambert 

201  Tabor  Road 
Morris  Plains,  NJ  07950 
CEO:  Melvin  R  Goodes 


Drug  &  discount  stores 
501-273-4000 


Drug  &  discount  stores 
708-940-2500 


Computer  systems 
508-459-5000 


Drugs 
201-540-2000 


Washington  Federal  Savings  &  Loan 

425  Pike  Street 

Seattle,  WA  98101  Thrift 

CEO:  Elliott  K  Knutson  206-624-7930 

Washington  Mutual  Savings  Bank 

PO  Box  834 

Seattle,  WA  98111  Thrift 

CEO:  Kerry  K  Killmger  206-461-2000 

Washington  Post 

1150 15th  Street  NW 

Washington,  DC  20071  Publishing 

CEO:  Donald  E  Graham  202-334-6000 

Washington  Water  Power 

PO  Box  3727 

Spokane,  WA  99220  Electric  util-W 

CEO:  Paul  A  Redmond  509-489-0500 

Waste  Management 

3003  Butterfield  Road 

Oak  Brook,  IL  60521  Industrial  services 

CEO:  Dean  L  Buntrock  708-572-8800 


Weis  Markets 

1000  South  Second  Street 
Sunbury,  PA  17801-0471 
CEO:  Sigfried  Weis 

Wells  Fargo 

420  Montgomery  Street 
San  Francisco.  CA  94163 
CEO:  Carl  E  Reichardt 

West  One  Bancorp 

PO  Box  8247 
Boise,  ID  83733 
CEO:  Daniel  R  Nelson 

Westinghouse  Electric 

Gateway  Center 
Pittsburgh,  PA  15222 
CEO:  Paul  E  Lego 

Westvaco 

299  Park  Avenue 
New  York,  NY  10171 
CEO:  John  A  Luke 

Wetterau 

8920  Pershall  Road 
Hazelwood.  MO  63042 
CEO:  Ted  C  Wetterau 

Weyerhaeuser 

Weyerhaeuser  Buildmg 
Tacoma,  WA  98477 
CEO  John  W  Creighton  Jr 

Whirlpool 

2000  M-63 

Benton  Harbor,  Ml  49022-2692 

CEO:  David  R  Whitwam 


Supermarkets 
717-286-4571 


Regional  bank 
415-477-1000 


Regional  bank 
208-383-7000 


Electrical  equipment 
412-244-2000 


Paper  &  lumber 
212-688-5000 


Food  wholesaler 
314-524-5000 


Paper  &  lumber 
206-924-2345 


Appliances 
616-926-5000 


Whitman 

3501  Algonquin  Road 
Rolling  Meadows,  IL  60008 
CEO:  James  W  Cozad 

Whitney  Holding 

228  St  Charles  Avenue 
New  Orleans,  LA  70130 
CEO:  William  L  Marks 

Willamette  Industries 

1300  SW  Fifth  Avenue 
Portland,  OR  97201 
CEO:  William  Swindells 

Williams  Cos 

One  Williams  Center 
Tulsa,  OK  74172 
CEO:  Joseph  H  Williams 

Wilmington  Trust 

Rodney  Square  North 
Wilmington,  DE  19890 
CEO:  Bernard  J  Taylor  II 

Winn-Dixie  Stores 

PO  Box  B 

Jacksonville,  FL  32203-0297 

CEO:  A  Dano  Davis 

Wisconsin  Energy 

PO  Box  2949 
Milwaukee,  Wl  53201 
CEO:  Richard  A  Abdoo 

Witco 

520  Madison  Avenue 
New  York,  NY  10022-4236 
CEO:  William  R  Toller 

Woolworth 

233  Broadway 

New  York,  NY  10279-0001 

CEO:  Harold  E  Sells 

Worthington  Industries 

1205  Dearborn  Drive 
Columbus,  OH  43085 
CEO:  John  H  McConnell 

WPL  Holdings 

PO  Box  2568 

Madison,  Wl  53701-2568 

CEO:  Erroll  B  Davis  Jr 

Wm  Wrigley  Jr 

410  North  Michigan  Avenue 
Chicago,  IL  6061 1-4287 
CEO:  William  Wngley 

Xerox 

PO  Box  1600 
Stamford.  CT  06904 
CEO:  Paul  A  Allaire 

Yellow  Freight  System 

PO  Box  7563 

Overland  Park.  KS  66207 

CEO:  George  E  Powell  III 

York  Internationa! 

PO  Box  1592  3648 
Yon*.  PA  17405-1592 
CEO:  Robert  N  Pokelwaldt 

Zions  Bancorporation 

1380  Kennecon  Building 
Salt  Lake  City.  UT  84133 
CEO  Hams  H  Simmons 


Beverages 
708-818-5000 


Regional  bank 
504-586-7272 


Paper  &  lumber 
503-227-5581 


Gas  producer/pipeliner  |  |ICE  < 


918-588-2000 


a 
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Regional  bank  r  ale  tc 
302-651-1000 


Supermarkets 
904-783-5000 


Electric  util-NC 
414-221-2345 


Specialty  chemicals 
212-605-3800 


Dpjg  &  discount  stores 
212-553-2000 


Steel 
614-438-3210 


Electnc  util-NC 
608-252-3311 


Food  processing 
312-644-2121 


Business  supplies 
203-968-3000 


Trucking  &  shipping 
913-34S-1020 


Misc  incustnal  equip 
717-771-7890 


RcponalbMk 
801-524-4711 
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lEALERSCOPE  MERCHANDISING  PRODUCTS  OF  THE  MONTH 

RECOTON  CORPORATION 

No  line-of-sight  limitations...  when  you 
use  the  new  Recoton  Wireless  Stereo 
Headphone  System.  It's  the  ideal  system 
for  private  listening  to  TV  or  stereo  in 
and  around  your  home  or  office.  Their 
900  Mhz  technology  enables  the  W  200 
to  transmit  its  signals  through  walls  and 
doors,  up  to  150  ft.  away,  and  maintain 
full,  high  quality  stereo  sound.  The  ultra 
compact,  pocket-sized  receiver  comes 
with  a  high  performance  quality  stereo 
headphone,  yet  any  stereo  headphone 
can  be  used.  You  can  also  plug  a  pair  of 
amplified  speakers  into  the  receiver  unit 
for  group  listening.  The  suggested  retail 
price  is  $129.95.  The  Recoton  W  200 
Wireless  Stereo  Headphone  System  is 
available  wherever  quality  electronic 
products  are  sold. 


lOICE  CHANGER  TELEPHONE 
TRANSITION  2000 

llie  innovative  Voice  Changer  Telephone 
]llows  you  to  change  your  voice  from 
?male  to  male,  male  to  female,  adult  to 
[hild,  child  to  adult.  Excellent  security 
levice  and  call  screener.  Allows  you  to 
jave  fun  also.  Even  your  mother  won't 
recognize  your  voice.    It  is  a  normal 

jelephone  with  a  voice  changer  built  in. 

[jTone/Pulse  switchable,  number  redial. 
'CC  registered.  For  single  line  use. 
Introductory  offer  to  Forbes  readers  is 
>79.95  plus  $5.00  shipping  and  handling. 
:all  1-800-966-5367  for  credit  card  order 
)r  mail  check  to  Questech  International, 
Inc.,  P.O.  Box  79229,  Tampa,  Florida 

133619-00229. 


Room  Service  W  200  Wireless  Stereo  Headphone  System 


HARD  CASE  PROTECTION... 
AT  A  SOFT  CASE  PRICE! 

"A  Strong  Case  for  Quality"  is  what  you 
get  with  Doskocil  Manufacturing's  New 
Professional  Series  64100/01  hard  video 
case.  Targeted  for  the  smaller  sized 
palmcorders,  the  64100/01  gives  you  the 
added  protection  of  a  hard  case  at  1/3  the 
weight  of  its  nearest  competitor!  Its 
interior  of  high  density,  diced  foam 
allows  for  a  custom  interior  that  will  fit  all 
your  video  needs.  It  is  key  lockable  and 
airline  approved.  It  includes  a  strap  and 
comes  available  to  you  in  your  choice  of 
black  or  bone.  As  with  all  Doskocil 
products,  the  64100/01  includes  a  5  Year 
Limited  Warranty.  Retail  price  is  $69.95. 
For  more  information,  call  (817)  467-5116 
or  write  4209  Barnett,  Arlington,  TX 
76017. 


SAMSUNG  IHAXUHA 

ZOOM  105  WITH  FUZZY  LOGIC 

ZOOM  TECHNOLOGY 

By  incorporating 
exclusive  fuzzy 
logic  technology 
into  their  point 
and  shoot  zoom 
cameras, 
Samsung  has 
made  it  virtually 
impossible  to 
take  a  badly  exposed  —  or  badly 
composed  — photo.  For  example,  if  the 
subject  is  out  of  flash  range  the  camera 
will  automatically  adjust  the  power  38mm 
to  105mm  zoom  lens  to  bring  the  subject 
within  range.  It  will  also  automatically 
adjust  the  zoom  to  always  keep  the 
subject  in  the  same  perspective  even  if 
you  move.  Combine  that  with  auto  red- 
eye reduction  and  fully  automatic 
operation,  and  you  can  see  why  the 
Maxima  Zoom  105  is  the  logical  choice  in 
point  and  shoot  photography.  Call  1-800- 
SNAPSHOT  for  a  retailer  near  you. 
Samsung  Optical  America,  40  Seaview 
Drive,  Secaucus,  NJ  07094. 


DESIGNER  SERIES  TV  MOUNTS 
FROM  PEERLESS 

Designed  with  the  interior  decorator  in 
mind,  these  TV  mounts  become  virtually 
invisible  once  the  TV  set  is  installed.  All 
mounts  feature  swivel,  and  the  wall  and 
ceiling  models  have  adjustable  tilt  to 
provide  perfect  viewing  from  any  point  in 
the  room.  All  models  are  UL  listed  and 
are  finished  in  a  satin  black, 
scratch-resistant  epoxy. 

The  new  Designer  Series  TV 
mounts  from  Peerless  include 
wall  models  for  sets  from  13"  to 
27";  ceiling  models  for  sets  fi-om 
20"  to  27";  and  cabinet  slide-out 
mounts  for  sets  13"  to  20". 

For  more  information,  write: 
Designer  Series,  Peerless 
Industries,  1980  Hawthorne  Ave., 
Melrose  Park,  IL  60160.  Or  call 
1-800-729-0307. 


SNK  HOME  ENTERTAINMENT, 
INC. 


NEO  GEO  is  the  first  TRUE  ARCADE 
system  designed  especiallv  for  the  home. 
SNK  Home  Entertainment's  NEO  GEO 
surpasses  all  competitors  with  the  only 
24  bit  system.  Uniquely  delivering 
motion  picture  quality  graphics,  and  real 
voice  speech  combined  with  stereo 
symphonic  sound,  NEO  GEO  utilizes  the 
exact  same  hardware  and  software  from 
its  chart  topping  arcade  machines. 
Leading  the  software  lineup  are  the 
arcade  favorites:  FATAL  FURY.  2020 
SUPER  BASEBALL,  FOOTBALL 
FRENZY  and  TOP  PLAYER'S  GOLF. 
For  more  information,  call  SNK  at 
1  (800)  800-NEO  GEO,  xl04. 
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T>1E  SOKOLOFFS,  EX-SUBURBANITES 


Goodbye  to  take- 


out Chinese  and 


SHOPPING  MALLS. 


Jackie  and  Larry  Sokoloff  planned  to  trade  all 


structure  their  portfolio. 


Overcoming  the  loss  in 


income   they  faced,   to     1^ 


gain  the  long-term  return  they  wanted.    2,^^ 


the  comforts  of  Mount  Laurel,  NJ,  for  the  barren  |  Today  you'll  find  Jackie  and  Larry  on  the  Pine 


expanses  of  South  Dakota.  Where,  at  the  edge 


of  the  Badlands,  they'd  spend  a  year  teaching 


Native  American  students,  e^^a  Unfortunately, 


Ridge  Sioux  Indian  Reservation,  teaching— and 


learning  from -the  students  of  Oglala  Lakota 


College.  2-'^  Where  would  your  adventurous  spirit 


their  investment  strategy  wasn't  up  to  the  1  take  you?  Maybe  we  can  help  you  get  there,  too. 

i 
adventure.  So  their  Shearson  Lehman  Brothers 

Financial    Consultant    helped    them    to    re- 


SHEARSON  LEHMAN  BROTHERS 

^bu  can  iiet  there  fn^m  hert'" 


Ol992$hranon  Lehman  Broihcn  Inc  Member  SIPC. 
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BY  ERIC  S.  HARDY 


After  a  rousing  last  quarter  of  1991, 
the  first  three  months  of  1992  were 
somewhat  of  a  letdown.  Most  indica- 
tors hit  new  highs  during  the  quarter 
but  then  slipped. 

The  Barra  AU-US  index  of  6,000 
stocks  ended  the  quarter  with  a  2% 
loss,  while  the  30  Dow  industrials 
edged  up  2%.  The  market  seems  a  bit 
more  vulnerable  now  than  in  Decem- 
ber. One  sign  is  that  Wall  Street  gets 
twitchy  with  the  slightest  bit  of  bad 
news;  witness  the  recent  sharp  de- 
clines in  Chambers  Development  and 
Intelligent  Electronics. 

Claudia  Mott,  director  of  small-cap 
research  at  Prudential  Securities,  still 
sees  opportunities  in  small-capitaliza- 
tion issues.  Mott  points  out  that  the 
Russell  2000 — an  index  of  companies 
with  low  market  values — rose  8%  in 
the  first  quarter.  One  of  her  favorites 
is  Advanta,  a  Nasdaq-traded  quasi- 
bank  that  issues  credit  cards  and 
makes  consumer  loans. 


Special  focus 


Though  sometimes  characterized  as  widows- 
and-orphans  stocks,  utilities  are  neither  dowdy 
nor  risldcss.  Most  utility'  stociu  offer  stable  divi- 
dend income  and  defensive  strength  in  some 
down  markets,  but  they  are  very  sensitive  to 
changes  in  interest  rates.  Since  1973  a  capitaliza- 
tion-weighted portfolio  of  electric  utilitv'  stocks 
would  have  outpcrtbrmed  the  S&P  500  by  more 
than  1%  a  year. 

Performance  of  electric  utility 
stocks  relative  to  the  S&P  500 
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The  Barra  All-US  index  as  of  3/19/92: 

Market  value:  $3,815.6  billion 

P/E:28.3 

P/E  minus  negative  EPS:  17.4 

Price/tx)ok:2.3 

Yield:  2.8% 


12-month  closeup 


:w^ 


|N 


PerfoniMnce 

Last  4  weeks 
Since  12/31/91 


Price       Total  return 

-2.1%         -2.0% 
-2.9  -2.3 
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Closeup  on  the  market 


%  change  from 


Index  or  investment 

Barra  All-US  index 

Sharpe/Barra  Growth  Index ' 

Sharpe/Barra  Value  index  • 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE' 

CRB  index '^ 

Gold 

Yen- 

011 


1  year 

7.6% 

9.1 

7.6 
10.6 

5.5 

6.6 
19.3 

7.0 
-16.5 
-5.0 
-2.1 
-4.7 
-1.0 


7.6 
10.6 

-3.7 
-1.7 

5.5 

-4.8 

6.6 

-4.5 

19.3 

-7.9 

7.0 

-6.8 

5-year  high 

-5.4% 

-7.4 

3.7 

1.7 

4.8 

4.5 

7.9 

6.8 

-30.3 

-23.2 

-30.1 

-21.0 

51.9 


The  best  and  worst  performing  stocks' 


Best 

Price 

2-week 
change 

1992 
EPS' 

Worst 

Price 

2-wee(( 
change 

1992 
EPS^ 

Systems  Center 

131/8 

31% 

$0.67 

Glenfed 

3'/8 

-39% 

$1.65 

Citizens  Inc 

9 

29 

0.20 

Tetra  Technologies 

81/8 

-39 

0.85 

Goal  Systems  Inti 

18  3/, 

27 

0.63 

Immunex 

32 

-38 

0.40 

Victoria  Bankshares 

19  3/, 

22 

1.30 

Hadex  Environ  Recovery 

143/8 

-38 

1.10 

Aujat 

11  '/8 

22 

0.50 

Alexander's 

11 V4 

-37 

NA 

The  best  and  worst  performing  industry  factors' 


Best 

2-week 
change 

Since 
12/31/91 

Worst 

2-week 
change 

Since 
12/31/91 

Tire  I  rubber 

2.6% 

17.7% 

Pollution  control 

-9.9% 

-12.0% 

Railroads 

2.5 

-2.1 

Trucking 

-8.1 

5.7 

Tobacco 

1.8 

4.1 

Electronics 

-7.7 

-1.2 

Cosmetics 

1.7 

-2.9 

Real  estate 

-6.6 

2  7 

Leisure,  luxury 

■a 

1.7 

7.7 

Forest  products 

Note:  Data  for  period  ending  4/2/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  wtiich  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  marhrts. 
ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average  earnings 
grovrth. '  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  priceto-earnings  ratios. '  A  dollar-denom  mated  capitalization-we^Med  indei  ol 
more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  futures  '  Kmght-Ridder  Firwncal  Information. 
^  During  the  last  two  weeks.  'Estimate.  Source;  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  intluefKes  including  company  size,  value  and 
growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc  ,  Berkeley,  Calif. 
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THE  SOKOLOFFS,  EX-SUBURBANITES 


Goodbye  to  take- 


out Chinese  and 


SHOPPING  MALLS. 


Jackie  and  Larry  Sokoloff  planned  to  trade  all 


the  comforts  of  Mount  Laurel,  NJ,  for  the  barren 


expanses  of  South  Dakota.  Where,  at  the  edge 


of  the  Badlands,  they'd  spend  a  year  teaching 


Native  American  students,  e^/'a  Unfortunately, 
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structure  their  portfolio. 
Overcoming  the  loss  in 
income  they  faced,  to 
gain  the  long-term  return  they  wanted.  '^*-^ 
Today  you'll  fmd  Jackie  and  Larry  on  the  Pine 
Ridge  Sioux  Indian  Reservation,  teaching -and 
learning  from -the  students  of  Oglala  Lakota 
College.  ^  ^  Where  would  vour  advenrurous  spirir 


their  investment  strategy   wasn't  up  to  the      take  you?  Maybe  wc  tan  help  \uu  i;t't  there,  ii»«.>. 

adven...  So  che.  Shea.o„  Leh.an  B.ocHe.     SHEiVRSON  LEHMAN  BROTHERS 

You  can  get  there  from  here.' 


Financial    Consultant    helped    them    to    re- 


0 1992  Shcanon  Lrhmin  Brothrn  Inc.  Member  SIPC. 


THE  FORBES/BARRA  WALL  STREET  REUIEW 


BY  ER  C  S.  HARDY 


After  a  rousing  last  quarter  of  1991, 
the  first  three  months  of  1992  were 
somewhat  of  a  letdown.  Most  indica- 
tors hit  new  highs  during  the  quarter 
but  then  slipped. 

The  Barra  AU-US  index  of  6,000 
stocks  ended  the  quarter  with  a  2% 
loss,  while  the  30  Dow  industrials 
edged  up  2%.  The  market  seems  a  bit 
more  vulnerable  now  than  in  Decem- 
ber. One  sign  is  that  Wall  Street  gets 
twitchy  with  the  slightest  bit  of  bad 
news;  witness  the  recent  sharp  de- 
clines in  Chambers  Development  and 
Intelligent  Electronics. 

Claudia  Mott,  director  of  small-cap 
research  at  Prudential  Securities,  still 
sees  opportunities  in  small-capitaliza- 
tion issues.  Mott  points  out  that  the 
Russell  2000 — an  index  of  companies 
with  low  market  values — rose  8%  in 
the  first  quarter.  One  of  her  favorites 
is  Advanta,  a  Nasdaq -traded  quasi - 
bank  that  issues  credit  cards  and 
makes  consumer  loans. 


Special  focus 


Though  sometimes  characterized  as  widows- 
and-orphans  stocks,  utilities  arc  neither  dowdy 
nor  risldcss.  Most  utility  stocks  offer  stable  divi- 
dend income  and  defensive  strength  in  some 
down  markets,  but  they  are  very  sensitive  to 
changes  in  interest  rates.  Since  1973  a  capitaliza- 
tion-weighted portfolio  of  electric  utility  stocks 
would  have  outperformed  the  S&P  500  by  more 
than  1%  a  year. 

Performance  of  electric  utility 
stocks  relative  to  the  S&P  500 
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The  Barra  AIIUS  index  as  of  3/19/92: 

Market  value:  $3,815.6  billion 

P/E:28.3 

P/E  minus  negative  EPS:  17.4 

Price/book:2.3 

Yield:  2.8% 


12-nionth  closeup 


1000 


Performance 

Last  4  weeks 
Since  12/31/91 


Price      Total  return 

-2.1%         -2.0% 
-2.9  -2.3 
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Closeup  on  the  market 


%  change  from 


Index  or  investment 

Barra  All-US  index 

Sharpe/Barra  Growth  index ' 

Sharpe/Barra  Value  index ' 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE' 

CRB  index '^ 

Gold^ 

Yen^ 

Oil' 


5-year  high 

-5.4% 

-7.4 

-3.7 

-1.7 

-4.8 

-4.5 

-7.9 

-6.8 

-30.3 

-23.2 

-30.1 

-21.0 

-51.9 


The.  best  and  worst  performing  stocks' 


The  best  and  worst  performing  industry  factors' 


Best 


2-week 
change 


Since 
12/31/91 


Tire  t  rubber 

2.6% 

17.7% 

Railroads 

2.5 

-2.1 

Tobacco 

1.8 

4.1 

Cosmetics 

1.7 

-2.9 

Leisure, luxury 

1.7 

7.7 

Worst 

Pollution  control 
Trucking 
Electronics 
Real  estate 
Forest  products 


2-week 
change 


Since 
12/31/91 


-9.9% 

-12.0% 

-8.1 

5.7 

-7.7 

-1.2 

-6.6 

5.7 

2.7 

37.3 

us  pJCjlClL'^  iU 

.e  a.erage  ea 

Best 

Price 

2-week 
change 

1992 
EPS' 

Worst 

Price 

2-week 
change 

1992 
EPS' 

Systems  Center 

13  1/8 

31% 

$0.67 

Glenfed 

3% 

-39% 

$1.65 

Citizens  Inc 

9 

29 

0.20 

Tetra  Technologies 

81/8 

-39 

0.85 

Goal  Systems  IntI 

18  3/, 

27 

0.63 

Immunex 

32 

-38 

0.40 

Victoria  Bankshares 

19  3/, 

22 

1.30 

Hadex  Environ  Recovery 

143/8 

-38 

1.10 

Augat 

llVs 

22 

0.50 

Alexander's 

' ' 

NA 

ets 


Note:  Data  for  period  ending  4/2/92.  The  Barra  AII-IJS  index  consists  of  all  publicly  traded  common  stKkb  tor  vvr   I  prie  q>.d,l^.i, I..! 

ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large  capitalization  stocks  that  has  high  historical  earnings  growth  and  has  pjcJicIl'^  at;^.e  a.erage  earnings 
growth.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  priceto-bcok  ratios,  high  yields  and  low  price  lo-earnmgs  ratios. '  A  dollar  denominated  capitalization  »»etghted  index  of 
more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective  '  Index  ot  21  commodity  (utur«.  •■  KmghtRidder  Financial  InKxmation. 
'During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  "Shoy«  return  to  the  industry  (actor  after  controlling  (or  other  influences  including  company  size,  value  and 
growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc  ,  Berkeley,  Calif 
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WHAT  THE  AHALYSTS  THIHK 


BY  STEVEN  RAMOS 


S&P  500  P/E*  vs.  Aaa  bondst 


Aaa  bonds 


IBES  estimate  revisions  index 

S&P  500  increases  to  decreases 


'87      '88      '89       '90       '91      '92 

*S&P  500  P/E  is  the  recent  price  of  the  S&P  500 
divided  by  estimated  earnings  over  the  next  12 
months.  tActual  and  projected  price-to-coupon 
ratio  for  Moody's  Aaa  corporate  twnd  index. 


Stocks  don't  seem  terribly  expensive  when  measured 
against  the  earnings  that  are  around  the  corner — if  you  can 
believe  Wall  Street's  forecasts  of  those  earnings.  Problem 
is,  analysts  are  habitually  overoptimistic  (see  story,  p.  140). 
They  also  ignore  writeoffs,  which  take  a  big  chunk  out  of 
the  bottom  line.  The  price/earnings  ratios  shown  above 
use  fairly  bullish,  pre -writeoff  forecasts  for  1992  and  1993 
corporate  earnings.  The  Institutional  Brokers  Estimate 
System  constructs  these  numbers  by  surveying  3,000 
analysts  who  cover  the  500  S&P  index  components. 


Forecasting  tlie  S&P  500 


I 


Estimated 
P/E 

19.5 
15.4 
12.7 


%  change 

current 

vs.  3  months  ago 

NA 
-3% 
-2 


Year 

1991' 
1992 
1993 
1992  estimates  for  IBES  industry  groups 

Rising  estimates  Falling  estimates 

honfibuildmg  steel 

autoCafter  market)  airlines 

building  materials^^  aluminum 
housewares       ^PB*^    oil-intergrated 

electron/semicon  , misc.  nriactiinery 


Expected 

year-to-year 

EPS  growth 

14% 

27 

21 


# 


■n 


One  focus  of  optimism  is  in  the  cyclical  sectors.  Analysts 
are  expecting  these  companies  to  rebound  briskl}-  fi-om 
their  recessionary  lows.  "This  is  the  first  time  you  are 
seeing  these  kinds  of  glimmers  for  the  cyclical  industries," 
says  Richard  Pucci,  database  director  for  ibes.  Pucci  points 
to  rising  estimates  for  Ford,  aair  and  Dow  Chemical  as  a 
bellwether  of  better  days  ahead. 

The  analysts  are  raising  company  forecasts  only  about 
half  as  often  as  they  decrease  them  (see  middle  chart).  But 
that  ratio  is  a  big  improvement  over  Januar\'. 


Who's  liot                                                                                                                                                1 

Greatest  increase  in  estimates  over  the  past  three  months 

Company/industry 

1991 
EPS 

3-month 
price  change 

recent 

'  laaz  cSilnldic 

3-month  change 

P/E 

Reason           j^^^^^^^^B 

Infortnix/software 
Micropolis/computers 

$0.82 
0.29 

$1.92 

104% 

16 
12 

31% 
5 

Strong  increase  in  sales 

0.91 

30 

Increased  sales  of  higti-capacity  3.5  incti  hard  disk  drives 

Bank  of  Boston/banking 

-1.63 

1.06 

29 
25 
22 

17 
17 
17 

24 

Credit  quality  improvement,  drop  in  nonperforming  loans 

Louisiana  Pacific/forest  products 
Hewlett  Packard/computers 

1.55 

3.42 

3.73 
4.88 

22 

30 

Strong  lumber,  plywood  and  pulp  prices 

Reduced  costs,  increased  sales  of  mkjet  printers                \ 

L.^- -  A^sqnfvm^ 

Who's  not                                                                                                                                                    1 

Greatest  decrease  in  estimates  over  the  past  three  months 

1991 

Company/industry                             EPS 

recent 

■1992  estimate  — 
3-month  change 

P/E     1 

3-month 
jrice  change 

Reas^^^^^^^^^^^ 

Caterpillar/construction  machinery  $-4.00 
Data  General/computers                     2.12 

$0.65 

-61% 

NM 

11% 

Decrease  m  dei^^^floor  problems 

0.77 

-60 

13 

-43 

Competitive  cost  pressures,  lower  operating  margins 

Arkla/gas  utility                                0.05 
Stone  Container/containers                -0.75 
Enserch/oil  &  gas  exploration             0.03 

0.53 
0.65 
0.56 

-49 
-42 
-37 

17 
46 
22 

-18 

Lower  demand,  weak  natural  gas  prices 

-2 
-7 

Lower  prices  for  container  services 

Lower  demand,  weak  natural  gas  prices                           j 

Note:  Companies  listed  have  a  market  capitalization  of  $100  million  or  more.  'Actual.  Earnings  projections  are  Wall  Street  consensus  estimates  data  from  3.000  security  analysts 
compiled  by  ttie  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  Inc.  Aaa  bond  yield  forecasts  supplied  by  Blue  Ctiip  Economic  Advisors.  NA:  Not  available  NM  Not 
meaningful. 
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'^nW)PPORTUNITY  TO  GIVE  YOUR 
FAMILY  SOMETHING  PRICELESS 


A, 


Jl  of  US  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Price  subject  to  change  without  notice 


Forbes  Lake  of  the  02iffrks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


Address - 


City/State/Zip 
Telephone 


or  phone  816/438-2801         loze  J 


wuiriKi  iiif  rropt'Mv  nepci':  required  by  ieaerai  aw  ana  read  it  before  signing  anything  No  Federal  agency  nas  judged  ine  merits  or  va 
Opportunity  A  statement  and  oHenng  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  co" 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  ments  of  such  offennq   A  copy  of  the  oftennc  : 
Cristo  Ranches    NYA88-178 


properrv  tquai  ureon  ana  nousmg 
jf  the  sale  or  lease  or  offer  ttx  sale  or 
)  aWe.  upon  request,  from  Sangre  de 


THE  FUNDS  mm 


EDITED  BY  SDZANNE  OLIVER 


Should  you  forget  about  beating  the  market  and  just  buy 
index  mutual  funds?  It  depends  on  your  temperament. 

The  difficult  search 
for  excellence 


Investors  have  fallen  in  love  with 
index  funds.  At  the  Vanguard  Group, 
the  leading  purveyor  of  index  mutual 
funds,  new  money  is  flowing  into 
equity  index  funds  at  $18  million  a 
day,  more  than  is  going  into  Van- 
guard's 17  actively  managed  equity 
funds.  The  Vanguard  500  Portfolio, 
which  tracks  the  s&P  500  Index, 
reached  $4.8  billion  in  as- 
sets at  the  end  of  March.  It 
is  now  the  eighth-largest 
domestic  equity  fund. 

Thinking  of  jumping  on 
the  index  bandwagon.^ 

For  certain  types  of  in- 
vestors, the  passivity  of  an 
indexed  portfolio  makes  a 
lot  of  sense.  These  are  peo- 
ple who  don't  have  the  time 
to  scout  out  promising  mu- 
tual funds,  who  might  oth- 
erwise wind  up  paying  a 
broker  a  5%  load  to  pick  a 
fund  for  them,  or  who  want 
to  keep  their  capital  gain 
taxes  low. 

People  who  buy  and  hold 
index  fiinds  for  a  long  time 
pay  low  taxes  because  turn- 
over in  the  portfolios  is  low. 
In  contrast,  an  active 
growth  fiind  manager  has 
to  make  taxable  capital  gain 
distributions  when  he  cashes  out  of  a 
winning  position. 

But  for  the  investor  who  is  more 
willing  to  become  involved  in  his  or 
her  own  decision  making,  this  may  be 
a  terrible  time  to  buy  the  S&P  500 — 
which  is  what  you  do  when  you  buy 
most  index  funds.  When  pension  fund 
managers,  Japanese  investors  and 
other  investors  bought  the  S&P  500 
during  the  1980s,  its  success  became  a 
self-fulfilling  prophecy.  Its  price  went 
up  because  people  piled  in,  then  poo 
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pie  continued  to  pile  in  because  its 
price  went  up.  Meanwhile,  non-s&P 
500  stocks  languished. 

A  1991  study  by  Barrie  Wigmore,  a 
Umited  partner  of  Goldman,  Sachs  & 
Co.,  provides  some  evidence  that  this 
self-fulfilling  prophecy  did  indeed 
take  place.  Wigmore  found  that  only 
half  of  the  S&P  500's  growth  in  the 


1980s  could  be  attributed  to  interest 
rate  changes  and  earnings  growth  ex- 
pectations, and  another  12%  was  an 
acciuisition  premium  caused  by  the 
takeover  boom.  That  leaves  38%  of 
the  growth  of  the  S&P  500  unex 
plained.  Some  of  that  growth  proba 
bly  resulted  frtMii  the  indexing  tad. 
Barra,  Inc.,  a  portfolio  ciMisultant  in 
Berkeley,  C"!alif,  has  reached  similar 
conclusions. 

The  trouble  with  investing  in  index 
funds  at  this  time  is  simply  this:  The 


flood  into  the  s&P  500  stocks  may 
have  run  its  course.  "Most  pension 
funds  that  want  to  index  already  do," 
says  DeWitt  Bowman,  chief  invest- 
ment officer  of  California  Public  Em- 
ployees' Retirement  System,  the 
countr\''s  second-largest  investment 
fund.  The  Japanese,  suffering  from 
their  own  hobbled  stock  market,  have 
also  reduced  their  new  in- 
vestments in  the  S&P  500 
stocks  they  own. 

An  alternative  to  straight 
s&P  500  indexing  is  also 
available.  The  Vanguard 
N  Extended  Market  Portfolio 
tracks  the  Wilshire  4500, 
which  includes  all  regularly 
traded  stocks  except  the 
S&P  500.  The  Vanguard 
Small  Capitalization  Stock 
Fund  parallels  the  Russell 
2000  Small  Stock  Index, 
\\  hich  has  a  median  market 
capitalization  of  just  $222 
J^%  million. 

fw  The  problem  with  both 

M  of  these  index  funds  is  that 

they  are  obligated  to  buy  a 
lot  of  crummy  stocks.  The 
Small  C\ipitalization  Stock 
Fund  holds  15,000  shares 
of  Copytele,  a  would-be 
maker  of  data  display  sys- 
tems that  hasn't  earned  a  dime  since  it 
went  public  in  1983  yet  trades  at  a 
lofn  69  times  tangible  btxik  value.  It 
also  ow  ns  shares  of  Epitope,  a  moncy- 
U)sing  bicncchnolog\-  company, 
which  trades  at  12  times  tangible 
book  value. 

Whenever  new  shareholders  come 
into  the  Extended  Market  Pontblio 
or  Small  Capitalization  SiiKk  Fund, 
the  funds  must  buy  more  of  these  dog 
stcKks  in  order  to  keep  tracking  their 
index.  That  tends  to  keep  the  dogs 
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One  Franklin  Discovery 


More  Franklin  Discoveries... 

In  1752,  Benjamin  Franklin  discovered  the  nature  of  elec- 
tricity. Today,  the  Franklin  Group  of  Funds  continues  that 
spirit  of  innovation  by  creating  powerful  investments  for 
your  portfolio: 

Tax-Free  Municipal  Bond  Funds.  Franklin  led  the  way 
in  developing  tax-free  investments.  Today,  Franklin  offers 
federal  and  state  tax-free  funds  that  invest  in  long-term 
municipal  securities  and  deliver  tax-free  income  dividends.'^ 

Franklin  Adjustable  U.S.  Government  Securities  Fund. 

You  can  energize  your  portfolio  with  another  Franklin  first. 
This  innovative  fund  invests  in  a  portfolio  of  adjustable  rate 
mortgage-backed  securities,  so  its  shares  remain  relatively 
stable  in  value  as  interest  rates  change.* 

Franklin  U.S.  Government  Securities  Fund.  This  mutual 
fund  was  the  first  of  its  kind  to  invest  primarily  in  Ginnie 
Mae  securities.  The  fund  offers  dividends,  payable  monthly, 
and  a  high  degree  of  credit  safety.* 


f-or  investors  subject  to  federal  or  state  alternative  minimum 
lax.  a  small  portion  of  the  income  may  be  subject  to  such  tax. 
♦The  securities  in  the  underlying  portfolio,  and  not  shares 
of  the  fund,  are  guaranteed  by  the  U.S.  government,  its 
agencies  or  instrumentalities.  Yield  and  share  price  will 
vary  with  market  conditions. 


To  learn  more  about  these  investment  opportunities, 
call  for  a  free  brochure. 

1-800-342-FUND  Ext.  477 


r 


City  State  Zip 


Franklin  Distributors.  Inc.  HJBf)2 

111  Mariners  Island  Blvd.  •»^7 

San  Mateo,  C\  94404-1585 

Yes!  I  would  like  a  prospectus  containing  more  complete 
information,  includmg  charges  and  expenses  on  the  fund(s) 
checked  below.  1  will  read  the  prospectus(es)  carefully  before 
I  invest  or  send  mone\ . 

D  Tax-Free  Municipal  Bond  Funds 

Your  state: 

D   Franklin  .Adjustable  I  .S.  (iovemment  Securities  Fund 
D  Franklin  I  .S.  (iovemmcnl  Securities  Fund 

Name 


Address 


,n 


F  R  A  N  K  L  I  N 

Member  $57  Billion  Franklin  Group  ol  Fund--*  i 


THE  FUNDS 


How  to  keep  up  with  the  averages 

Fund 

Index 

Assets 

Expense 

Turnover         Latest 

Minimum 

($mil) 

ratio 

12-month 
total  return 

initial 
investment 

DFA  Continental  Small  Co  Portfolio^ 

20%  of  combined  FT-A  Index  for  7  European  countries  $221 

0.86% 

8%            -2.8% 

$50,000 

DFA  Japanese  Small  Co  Portfolio^ 

Bottom  50%  of  Tokyo  Stock  Exchange  First  Section 

137 

0.78 

3             -23.4 

50.000 

DFA  Large  Cap  IntI  Portfolio^ 

Top  50%  of  FT-A  World  Index 

9 

— 

—                  — 

50,000 

DFA  Small  Co  Portfolio 

Bottom  20%  of  NYSE  capitalization 

843 

0.64 

10              27.5 

50,000 

DFA  UK  Small  Co  Portfolio^ 

Bottom  50%  of  FT-A  All  Share  Index 

140 

0.84 

4                0.3 

50.000 

DFA  US  Large  Co  Portfolio* 

Representative  of  the  S&P  500 

25 

O.OOps 

-               10.9« 

50.000 

Dreyfus  Index 

S&P  500 

122 

0.49 

54               10.4 

1.000,000 

Dreyfus  Peoples  Index 

S&P  500 

81 

O.OOp 

1               11.0 

2,500 

Dreyfus  Peoples  S&P  MidCap^ 

S&PMidCap400 

33 

O.OOp 

_                  _ 

2,500 

Fidelity  Market  index^t 

S&P  500 

216 

0.35 

2               10.8 

2,500 

Vanguard  Bond  Market! 

Salomon  Brothers  investment  grade  bond  index 

833 

0.16 

31               10.9 

3.000 

Vanguard  Extended  Market  Portfolio^t 

Wilshire4500 

436 

0.19 

11               19.4 

3,000 

Vanguard  500  Portfoliot 

S&P  500 

4,848 

0.20 

5               10.8 

3,000 

Vanguard  International  Equity-Europe^t 

Morgan  Stanley  EAFE,'  Europe 

185 

0.33 

15                5.5 

3.000 

Vanguard  International  Equity-Pacific^t 

Morgan  Stanley  EAFE,«  Pacific 

94 

0.32 

21             -16.9 

3.000 

Vanguard  Quantitative  Portfolios 

S&P  500 

344 

0.43 

61               11.1 

3,000 

Vanguard  Small  Cap  Stock  Fund^t 

Russell  2000 

191 

0.21 

33               21.3 

3.000 

Vanguard  Total  Stock  Market  Portfolio^° 

Wilshire  5000 

6 

— 

—                  — 

3.000 

Assets  as  of  Mar.  31,  1992.  Expense  ratio  and  turnover  for  latest  fiscal  year.  Returns  through  Mar.  31,  1992. 

'Imposes  1.5%  fee  on  purchases,  reverts  to  fund.    'Imposes  1%  fee  on 

purchases,  reverts  to  fund.    ^OpenedJuiy  17, 1991.    •'Opened  Dec.  31, 1990.    WJuly  1, 1992, 0.24%  management  feewi 

1  be  charged. 

^Return  calculated  by  DFA.    'Opened  June  19. 

1991 .    'A  charge  of  0.5%  on  shares  held  less  than  180  days,  reverts  to  fund.    ^Index  of  stocks  from  Europe,  Australia  and  the  Far  East.    "KDpens  on  Apr.  27, 1992.    p:  Net  of  atKorptionof 

expenses  by  sponsor.    tAnnual  account  maintenance  fee  of  $10. 

Sources:  Upper  Analytical  Services:  Forbes. 

An  index  fund  should  be  managed  passively  and  keep  expenses  low.  These  funds  do  just  that. 
None  charges  a  sales  commission  and  most  have  expense  ratios  under  0.5%. 


from  getting  their  due.  It  gives  active 
managers  who  can  avoid  such  obvious 
losers  an  advantage. 

Based  on  the  recent  past  only,  the 
case  for  indexing  seems  overwhelm- 
ing. Over  the  past  ten  calendar  years 
the  Vanguard  500  Portfolio  outpaced 
three-quarters  of  the  domestic  equit\' 
hinds  in  the  Forbhs  database.  Go 
back  a  little,  though,  and  you  will  see  a 
different  picture.  According  to  Lipper 
Analytical  Ser\'ices,  the  Vanguard  500 
Portfolio  ranked  in  the  bottom  third 
of  all  domestic  equit)'  funds  for  five 
out  of  six  years,  from  1977  through 
1982.  There  is,  however,  a  survivor- 
ship bias  in  these  statistics. 

It  appears  indexing's  enthusiasts 
are  forgetting  the  bad  years. 

"Intiexing  is  like  all  one-decision 
strategies  that  substitute  something 
mechanical  for  thinking,"  says  Louis 
Lowenstein,  professor  of  finance  and 
law  at  Cx)lumbia  University'.  "It  may 
work  for  a  while,  like  the  Nifr\'  HiftA' 
did  in  the  1970s.  But  after  it  became 
common   wisdom   that   an   in\estor 


couldn't  do  better  than  to  buy  those 
50  stocks,  Morgan  Guaranty  and  oth- 
ers lost  millions  in  them." 

Need  another  reason  to  shun  index 
fi-inds?  Even  Vanguard  Chairman 
John  Bogle,  a  great  fan  of  indexing, 
will  admit  that  there  are  talented  port- 
folio managers  who  can  consistently 
beat  the  stock  market,  Warren  Buffett 
and  Peter  Lynch,  for  instance.  The 
trouble  is  they  are  difficult  to  find,  but 
so  is  a  great  chef  or  a  first-class  cello 
player. 

Admittedly,  the  search  for  an 
above-average  manager  can  be  frus- 
trating and  time-consuming.  But  if 
you  don't  want  to  accept  the  guaran- 
teed mediocrity'  of  an  index  tlmd, 
spend  some  time  picking  your 
funds — just  as  you  wtnild  shop  for  the 
best  car  or  a  tavorite  restaurant. 

Here  are  some  hints  to  help  you  in 
such  a  search: 

Put  as  much  \\  eight  on  costs  as  you 
do  on  past  performance.  That  means 
you  should  rarely  pay  more  than  1%  a 
year  in  annual  expenses,  and  almost 


never  pay  a  sales  load,  unless  it  is  small 
and  you  know  you  will  be  in  the  fiind 
for  a  long  time. 

Study  a  fiind's  bear  and  bull  market 
ratings  as  published  in  Forbfs  even- 
six  months.  Make  sure  the  current 
fijnd  manager  is  the  one  responsible 
for  those  ratings. 

Finally,  tr\  to  determine  if  a  fund's 
recent  success  is  due  to  its  manager's 
prowess  or  to  an  in\estment  fad,  such 
as  large  sttKks,  small  stiKks,  technol- 
ogy or  gold,  that  will  soon  pass. 

If  this  sounds  like  tix>  much  work, 
the  index  strategy  may  be  appropri- 
ate. But  timing  is  an  impt^rtant  con- 
sideration in  buying  an  index  fimd, 
and  now — for  the  reasons  suggested 
above — is  probably  not  the  time  to 
buv  the  -S&P  500.  If  you  w  ant  to  buy  an 
index  fiind  now ,  consider  X'anguard's 
Total  Stock  Market  Portfolio,  w  hich 
tracks  the  Wilshire  5000,  or  Small 
Capitalization  Stixk  Fund.  Abtne  all, 
shun  index  funds  that  have  sales 
charges.  Those  charges  defeat  index - 
ing's  low  cost  advantage.   -S.O.    ■§ 
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STAIISTICAL  SPOTLIGHT 


Burdened  by  regulation  and  top-heavy  with  overhead, 

most  U.S.  companies  lag  their  foreign  competitors  in  capital  spending. 

But  there  are  happy  exceptions. 

Beating  the  system 


By  Steve  Kichen 

Thomas  Nourse,  a  San  Diego-based 
investment  adviser,  calculates  that 
over  the  past  five  years  U.S.  compa- 
nies spent,  on  average,  only  7%  of 
their  sales  on  capital  expenditures, 
while  foreign  companies  spent  11%. 
U.S.  companies  average  overhead 
equal  to  26%  of  sales,  against  17% 
abroad.  Eaten  alive  by  overhead,  the 
typical  U.S.  firm  can't  spare  as  much 
money  as  foreign  counterparts  for 
R&D  and  modernization.  Why.''  "A 
large  factor  in  this  spread  is  the  cost  of 
complying  with  regulations,"  reports 
Nourse. 

But  there  are  some  U.S.  companies 
that  are  keeping  pace  even  with  the 
crushing  burden  of  government  regu- 
lation. Some  of  these  exceptions  are 
,  shown  in  the  table.  Intel,  for  instance, 
has  averaged  a  15.5%  ratio  of  capital 


expenditures  to  sales.  That's  better 
than  twice  the  rate  of  the  typical  U.S. 
firm  and  significandy  better  than 
most  other  semiconductor  companies 
in  either  the  U.S.  or  abroad.  Intel  also 
runs  a  leaner  operation  than  other 
Silicon  Valley  firms.  Its  overhead  av- 
eraged 17%  of  revenues,  against  20% 
for  the  U.S.  semiconductor  industry. 

In  scoring  companies,  Nourse 
compares  capital  outlays  and  R&D  not 
only  with  revenues  but  also  with  an- 
other number  that  he  calls  discretion- 
ary cash.  This  number  is  the  sum  of 
R&D,  interest  payments  and  divi- 
dends. Thus  the  more  of  its  discre- 
tionary cash  a  firm  spends  on  divi- 
dends and  interest,  the  less  it  has  to 
invest  in  the  fiiture. 

Another  winner  is  Evans  &  Suther- 
land Computer,  a  Utah- based  maker 


of  computer-based  equipment  for  en- 
gineers and  for  simulation  training  of 
pilots  and  others.  Superior  Industries 
International  makes  cast-aluminum 
vehicle  wheels  and  gets  on  the  list  by 
dint  of  hefty  oudays  on  capital  equip- 
ment and  low  overhead — a  reflection 
of  large  direct  sales  to  a  small  number 
of  customers,  mostly  automakers. 

It's  too  bad  that  the  list  is  so  brief 
"Our  counterproductive  tax  struc- 
ture discourages  U.S.  corporations 
fi-om  taking  the  right  steps,"  Nourse 
says  sadly.  "Our  M.B.A.s  are  taught 
financial  finagling  instead  of  good 
business  principles.  And  an  overly 
speculative  stock  market  rewards  the 
wrong  strategy." 

But  it's  good  to  know  that  at  least 
some  U.S.  businesses  can  overcome 
the  odds.  ^M 


American  heroes 

Exch 

Company 

Recent 
price 

Latest 
12-month 

P/E 

EPS 
1992 

^„  rA  r-ki'*'' 

capital 

R&D 

overhead 

interest 

EPS 

est 

expenditures 

on  debt 

n 

AMP 

60V4 

$2.45 

24.6 

$2.86 

8.9% 

10.1% 

9.2% 

1.0% 

0 

Consolidated  Papers 

A2V* 

2.10 

20.1 

1.91 

19.4 

0.7 

5.4 

0.1 

n 

Cray  Research 

44y2 

4.15 

10.7 

4.25 

18.0 

17.5 

17.6 

1.4 

n 

Cypress  Semiconductor 

16 

0.85 

18.8 

0.97 

24.1 

24.8 

15.9 

1.5 

n 

El  du  Pont  de  Nemours 

46y8 

2.08 

22.2 

3.26 

11.8 

4.6 

10.0 

2.4 

0 

Evans  &  Sutherland  Computer 

lev* 

1.07 

15.2 

1.36 

14.4 

25.2 

18.2 

2.3 

n 

General  Electric 

78% 

5.10 

15.4 

5.61 

8.5 

3.3 

11.1 

1.4 

0 

Intel 

65 

3.92 

16.6 

4.21 

15.5 

14.4 

17.0 

3.2 

n 

Minnesota  Mining  &  Manufacturing 

90'/* 

5.26 

17.2 

5.76 

8.9 

7.5 

17.9 

1.1 

n 

Motorola 

77% 

3.44 

22.6 

4.19 

10.9 

9.5 

15.2 

2.0 

n 

Rohm  &  Haas 

5iy4 

2.45 

20.9 

2.97 

12.5 

7.4 

15.4 

2.5 

n 

Superior  Industries  International 

49'/i 

1.90 

26.1 

2.41 

12.2 

0.9 

5.8 

2.1 

Source:  Nourse  Associates.  Estimates  from  the  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  Inc. 

Money  adviser  Thomas  Nourse  finds  a  common  thread  in  these  U.S.  corporations:  They  spend  much  more  on  the 
future,  via  capitai  projects  and  research,  than  they  do  on  the  past  (interest  payments)  or  the  present  (dividends). 
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If  it  ^s  such 
a  good  bond, 
why  does 
it  need 
insurance? 


Nt'xt  to  treasuries, 
iiiuniripal  bonds  are 
<  oii?idered  the  safest 
investment  you  can  make, 
because  thev  re  backed  bv 
either  the  taxing  authority  of 
a  municipality,  or  the  reyenue 
stream  from  a  bridge,  toll 
road  or  other  revenue  pro- 
ducing entirv. 

Do  municipal  bonds  need 
insurance?'  Arguably  not.  for 


profits  right  back  into  the 
com[)any.  adding  to  our 
claim>-paying  aljihtv.  .\nd 
Mith  assets  of  almost  SI  .5  bil- 
hon.  FGIC  is  h>edrock  soUd. 
All  of  w  liich  helps  explain  \<\\\ 
FGIC^  i.-  the  o«Aix)nd  insurer 
a^  arded  Triple-.\  ratings 
from  Moody's.  S6cP  and  Fitch. 

Becau-e  FGIG  s 
Aaa/A.V.\/AA A  insurance 
makes  a  bond  more  hquid. 


some  investors,  since  they  are 
already  rated  investment- 
grade.  But  for  those  investors 
wlio  jjlace  a  priority  on  safe- 
t\.  peace  of  mind,  and 
dej>endable  tax-exempt  cash 
flow,  bond  insurance  pRnides 
lilt'  ultimate  in  security  and 
improved  marketability,  and 
i>  an  im|>ortant  component  in 
their  in\e>tmeni  portfolio. 

\\  hen  vou  (••)nsider 
nnmici|»al  Inuids.  consider 
Finamial  ("Fuaraiuv  Insurancr 
(Company  one  (»f  America  > 
leading  bond  in>urer>.  I(U(1 
insures  bonds  only  after  the 
nuisi  •.tringent  credit  analysis 
in  the  indusir\.  We  w  the 
most  iMotliable  of  the  major 
bond  iiisUHTs.  and  our  par- 
ent. GK  Gapital.  plows  those 


and  the  securit)-  it  proxides 
that  much  more  reUable. 
FGIG-insured  bonds  are  an 
ideal  invesimeiu  for  any  bal- 
anced portfolio.  .\nd  in  these 
tn»ubled  limes,  when  it  stH'ms 
nothing  can  be  depended  on. 
that  is  a  ven*  gtMul  invest- 
ment indeed. 

For  mon'  infonnaii«Mi  alxmi 
FGIC  s  Aaa/AA A/AAA  insun  d 
lMui.keall212-(>(r-.S(HH>. 


FGIC 

AGE  Capital  Companf 

ToniotTOw's  security." 
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xoking  for  a  return  higher  than  available 
n  long  Treasurys?  Take  a  look  at  the  bonds 
S5ued  by  the  three  major  airlines. 


m 


High-flying  bonds: 
%  -plus  with  safety 


LRGING  FROM  A  big  patch  of  tUT- 

mcc,   the    U.S.    airline   industrv' 
:ms  to  be  entering  calmer  skies — at 
St  for  now.  So  it's  worth  taking  a 
at  the  bonds  of  the  three  dorm- 
ant carriers — American,  United  and 
3elta  airlines. 

The  shakeout  that  pummeled  the 
"idustn  last  year  seems  to  be  slowing 
.oun.  Pan  Am,  Midway  and  Eastern 
re  gone.  Continental  and  twa  are 
mging  on  in  bankruptcy.  Offerings 
:  deeply  discounted  tickets  have 
.osdy  subsided. 

There  are  some  small  signs  that  the 
jonomic  recover.'  is  already  boost- 
.g  domestic  traffic.  And  the  big  three 
'e  gaining  enormously  from  their 
cwly  staned   foreign   services  that 
ow  make  up  an  estimated  25%  of 
.venues.  That  helps  oflEset  whatever 
ain  still  remains  in  the  U.S.  market. 
There  are  some  good  values  today 
.  airline  bonds.  Not  so  good  as  last 
car,  of  course:  Just  prior  to  the  Gulf 
ar,  \ielck  on  good  airline  bonds 
;mped  to  as  much  as  270  basis  points 
uver  like -maturity  Treasures,  then  slid 
back  to  200,  utiere  they  remained  for 
a  \%-hile  on  the  assumption  of  an  im- 
pending recoven .  With  profit  poten- 
tial looking  up,  they're  again  back  to 
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the  135  to  150  basis  point  range  over 
Treasurvs. 

\Miile  there  could  be  some  profit 
taking  at  this  point,  airline  bonds 
could  be  a  good  buy  on  any  weakness. 
BBB-rated  utility*  bonds,  for  example, 
pa\'  onl\-  80  to  1 00  basis  points  more 
than  Treasuns.  I  believe  the  best 
airline  bonds  are  as  good  risks  as  EBB 
utilities. 

Mind  you,  I'm  talking  about  bonds 
issued  by  the  big  three.  American, 
United  and  Delta  all  have  large  fleets, 
strong  route  structures  and  the  capital 
to  maintain  and  expand  these  assets, 
notes  Todd  Schubert,  airline  analyst 
v\ith  Kemper  Securities  Group,  Chi- 
cago. They'll  be  survivors,  he  adds, 
repaying  their  bondholders  in  timely 
fashion. 

Increasingly,  analN'sts  say,  the 
bonds  of  all  three  carriers  \\ill  be 
trading  at  more  or  less  equal  levels. 
"Tlie)'  have  positioned  themselves  to 
be  the  dominant  airlines  of  the  future 
in  terms  of  routes,  hubs,  etc.,  and  over 
time  their  balance  sheets  should  look 
very  similar,"  says  Michael  Meyer, 
assistant  \ice  president,  corporate 
bond  trading  at  First  Boston.  "If  the 
economy  goes  sour,  all  three  will  be 
hurt  equally,  and  if  the  economy  does 
well,  all  three  will  benefit  equally." 

How  do  the  big  three  stack  up 
no\N .'  Delta,  which  is  trading  at  about 
135  basis  p>oints  over  Treasuns,  has  a 
stronger  balance  sheet  than  .\mr  ( the 
holding  company  for  American)  or 
United,  and  the  bond  community  is 
comfortable  with  its  management. 
The  best  benchmark  issue  is  the  9%% 
bond  of  Mav  1 5, 202 1 .  Rated  BBB,  it 
trades  at  105^4  to  >ield  9.2%. 

AMK  goes  for  140  basis  p>oints  ONer 
Treasures.  I'd  recommend  the  .vmr 
9^4S  of  2021,  rated  BBB,  trading  at 


104V^  to  \ield  9.3%  to  maturit>'. 
They're  noncallable. 

United  trades  at  145  basis  points 
above  Treasures.  Analysts  recom- 
mend BBB-rated  United  .Airlines  9%$ 
of2021  trading  at  104  to  \ield  9.35%. 
Like  the  rvvo  others,  United's  short- 
term  fortune  is  closely  linked  to  how 
the  economy  bounces  back. 

Looking  for  a  tax-exempt  way  to 
play  the  airlines?  Buy  airp>ort  bonds 
backed  by  carrier  leases  at  terminals. 
WTiile  interest  on  most  issues  is  sub- 
ject to  the  increasingly  burdensome 
altemati\e  minimum  tax,  the  returns 
of  7.35%  for  Delta  terminal  and  main- 
tenance facilities,  7.4%  for  .\,MR  and 
7.6%  for  United  are  extremely  attrac- 
tive for  all  investors,  parricularh'  those 
who  don't  pay  .\mt. 

Unlike  airline  bonds,  which  are  hit 
hard  when  the  issuer  goes  under,  tax- 
free  bonds  frequendy  earn-  a  "relet" 
clause  that  permits  the  airport  to  re- 
lease the  facilit\'  to  another,  sound, 
carrier  that  can  pick  up  the  debt  ser- 
\ice,  says  Nanc\-  Unerback,  \ice  presi- 
dent-municipal securities  research,  at 
Kidder,  Peabody  &  Co. 

She  recommends  Kenton  Count\% 
Ky.  7Vfe  of  2021,  trading  at  97y4  to 
\ield  7.35%.  Bond  proceeds  are  being 
used  to  finance  Delta  facilities  at  the 
Cincinnati  Airport. 

Dallas-Fort  Worth  7Mjs  of  2025  arc 
priced  at  100.50  to  \ield  7.43%  for 
expanding  .American  Airlines  hub  ter- 
minals 2E  and  3E  and  other  airport 
improvements  such  as  hangars,  train- 
ing facilities  and  equipment. 

Most  of  United's  bonds  arc  premi- 
um-priced. Chicago-O'Hare  8.95s 
due  May  1,  2018'are  pnced  at  110 
and  >ield  to  call  is  7.6%.  This  bond  is 
financing  United's  hangar  and  cargo 
facility'.  ^M 
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Shorting  the  biotechs  and  other  hot 
initial  public  offerings  is  too  risky,  but 
it's  not  too  early  to  get  out. 

CountdoTim 


BY  DAUID  DREMAN 


I 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


Wk  ark  nf.aring  thh  hnd  of  an  enor- 
mous initial  public  otVorings  bubble  in 
biotechs  and  other  red  hot  areas  that, 
when  it  bursts,  will  again  take  out 
thousaniis  ot"  fast- track  players. 

Why  am  I  so  sure  the  bubble  is 
about  to  burst?  Because  the  symp 
toms  of  market  manias,  whether  tulip 
bulbs  in  the  1630s  or  the  biotechs 
today,  are  remarkably  similar. 

The  clear-cut  signs  of  crowd  mad- 
ness are  overU>oked  imtil  it's  too  late. 

The  clearest  \\  arning  light  ofa  mar 
kct  mania  is  that  basic  standards  of 
value  are  abandoned.  Individuals  and 
protessionals  alike  state  this  lime  it\s 
ditVerent;  today's  irc\s  are  unique. 
They  say  you  can't  use  r/K  ratios, 
price-to-book  or  other  benchmarks 
to  measure  the  astt)unding  pt)tential 
of  the  hot  new  ct>mpanies.  Not  all  are 
biotechs.  Others  are  si//ling  new 
hamburger  franchises. 

For  a  while  this  optimism  is  self- 
fulfilling.  Prices,  though  already  in 
the  stratosphere,  lemporarih  climb 
even  higher.  It  happened  this  way 
with  the  lapane.se  market  that  broke 
all  \alue  standards  tor  years,  rising 
to  a  peak  of  SO  to  *•)()  times  earnings. 

In  the  hot  il\>s  mi>re  than  the  ordi 
naiy  standards  o\  \alue  ha\e  been 
ignored.  The  quality  of  much  of  w  hat 
is  undenvritten  is  ni>t  poor;  it's  god 


awful.  Many  companies  go  public 
with  little  or  no  earnings  and  often  at 
20  to  100  times  book  value.  During 
the  early  1980s  WO  mania,  FORBHS 
noted  "Price/earnings  ratio!"  Forget 
it.  That's  old -fashioned.  Tr\'  ...  120 
times  sales."  That  market  subse- 
quently collapsed.  So  will  this  one. 

People  justif\'  rising  prices  with  a 
\ariety  of  fallacious  reasons.  "The 
market  is  liquidity-driven"  was  a  rally- 
ing ciT  in  1929  and  again  in  1987. 
Another  was  that  there  is  a  shortage  of 
stocks — buy  now  before  they  run 
away  completely. 

Totally  forgotten  is  the  tact  that  we 
have  had  four  other  scorching  IIX) 
markets  since  the  early  1960s,  all  of 
which  ended  in  disaster,  with  prices 
dropping  70%  to  90%. 

Okay,  so  we're  in  a  mania.  If  you 
ha\e  big  profits,  should  you  ride  them 
just  a  w  hile  longer?  The  investor  who 
does  is  playing  Russian  roulette. 
Holding  out  for  10%  more  can  cost 
yt)u  not  only  your  profits  but  most  of 
your  capital  as  well. 

Nobody  knows  exactly  when  a 
bubble  will  break,  no  matter  how  far  it 
drifts  from  rcalit>'.  In  the  fall  of  1983, 
for  example,  I  w rote  that  it  was  time 
to  lea\e  the  iix)  party,  and  from  that 
point  on  iros  went  into  free-fall.  But 
in  1987  the  Japanese  market  had  all 
the  signs  ofa  classic  speculative  mania, 
as  1  noted  in  my  Aug.  24,  1987 
ct)lumn.  Yet  it  continued  to  rise  for 
two  mt>re  years  before  it  collapsed. 
Still,  had  an  investor  switched  money 
into  U.S.  stocks  at  the  time  (and  this 
was  just  before  our  crash),  he  or  she 
would  ha\e  had  60%  more  capital 
ti>day  as  a  result. 

Mv  advice  then  is  this  abmit  hot 
li\>s:  F.xen  ityi>u  are  ii>o early, \ini  will 
be  well  ahead  by  bailing  out  now. 

How   can  the  risk  taker  capitalize 
on  the.se  predictable  patterns  of  hu 
man  behav  ior?  Slu>rting  is  risky.  Ifyou 
shi>rt  an  indi\  idual  issue  and  it  shinns 


up,  you  can  drop  a  bundle.  But  soon 
to  be  introduced  future  indexes  for 
biotech  stocks  and  their  ipos  on  both 
the  Amex  and  the  cboe  will  allow  the 
risk-player  the  opportunit>'  to  buy  or 
short  a  cross  section  of  issues,  spread- 
ing the  risk. 

For  those  who  don't  want  the  risk 
of  going  short  even  in  indexes,  my 
advice  is:  Switch  into  value  stocks. 
Here  are  some  specific  suggestions  of 
companies  to  look  at: 

American  Stores (33)  owns  the  sec- 
ond-largest food  chain,  as  well  as  one 
of  the  largest  drug  chains,  in  the 
country.  A  combination  of  lower  in- 
terest rates  and  less  intense  price  com- 
pedtion  should  result  in  a  10%  in- 
crease in  earnings  per  share  this  year,  ( 
with  a  larger  gain  likely  in  1993.  The 
stock  trades  at  a  p/e  of  9  and  provides 
a  2.1%  yield. 

Becton  Dickinson  (70),  a  major 
medical  supply  company,  has  been 
under  pressure  because  of  price  cuts 
abroad  last  year.  Greater  volume  and 
new  product  introductions  should  re- 
sult in  earnings  comparisons  begin- 
ning to  improve  in  the  June  quarter, 
with  gains  widening  in  the  quarters 
ahead.  The  stock  trades  at  a  P/E  of  15 
and  yields  1.7%. 

Fijiffic  Intcmntional{  19)  is  a  small- 
er, diversified  industrial  company  that 
should  show  a  good  bounce  in  earn- 
ings as  the  economy  turns  up.  Figgie 
International's  stock  trades  at  a  15% 
discount  to  book  value,  a  P/E  of  1 1 
and  yields  2.5%. 

Philip  Monis  {77),  first  recom- 
mended in  my  Nov.  19, 1984  column 
at  9,  has  been  one  of  the  top  pertbmi- 
ers  on  the  NYSE  in  the  past  decade.  The 
sUK'k  is  not  expensive  at  a  P  E  of  1 4  on 
the  current  year's  estimate,  with  a 
growth  rate  of  over  20%.  The  sttKk 
yields  2.7%  on  its  S2. 10  per-share 
dividend,  which  has  increased  every 
year  for  decades. 

Sijinct  Bankinji  (29)  is  a  regional 
holding  company  headquartered  in 
\'irginia.  SBK  tcx^k  major  charges  last 
year,  resulting  in  its  bad  loan  U>ss 
reser\e  rising  to  157%  of  nonpa>ing 
assets.  With  the  problem  assets  be- 
hind it,  the  bank's  earnmgs  should 
appn>ximate  53.10  a  share  this  Ntor 
and  have  a  10%  plus  gn>wth  rate  in 
the  years  ahead.  SBk  trades  at  a 
price/eaniings  ratio  of  10  on  1992's 
estimate  and  \ields  2.7%.  IB 
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One  of  the  toughest  gangs 

in  America. 


r\ 


1  hey  may 

not  look  it, 
but  these 
kids  are  a 
tough  bunch. 
They  know  all 
about  fighting 
Fighting  the 
pressures  to  use 
drugs. 

They  know 
because  they're  a 
"Just  Say  No"  Club. 

"Just  Say  No" 
Clubs  are  for  kids 
who  want  to  help 
make  their  schools 
cind  communities 
drug  free.  Kids  learn 
how  to  refuse  drugs 
and  how  to  teach 
others  to  do  the  same. 

There  are  thousands  of  clubs  across  the  country 
and  probably  one  in  your  town. 

Through  a  variety  of  educational  activities,  kids 
learn  about  the  dangers  of  drug  use.  And  the  causes. 

Discussion  groups  and  role  playing  help  kids  learn 
how  to  resist  the  peer  pressure  to  use  drugs. 


While  the 
learning  is  seri- 
ous, there's  also 
plenty  of  fun. 

Sports  and 
recreational 
activities  help 
kids  have  a 
good  time  while 
making  lasting 
friendships.  With 
other  kids  who  think 
not  taking  drugs  is 
"cool." 

It  all  adds  up  to 
nice  kids  developing 
the  strong  skills  to  live 
free  of  drugs. 

For  your  nearest 
"Just  Say  No "  Club, 
calll- 800-258-2766  or 
415-939-6666.  Call  soon. 
Because  in  difficult  times,  it's  smart  to  get  tough. 


Clubs 


Kids  building  a  world  without  drugs. 


©  1990  "Just  Say  No "  International 
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When  an  investment  letter  claims  a  golden  touch,  say: 
Show  me  your  picks  and  show  me  the  results. 

Adders  sans 


portfolio 


BYMARKHULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  Ttie  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


Over  THE  last  several  months  I  have 
received  lots  of  mail  about  advisory 
letters  whose  performances  I  don't 
follow  in  my  Hulbert  Financial  Digest 
monitoring  service.  I  don't  monitor 
them  because  I  can't:  Not  only  do 
they  fail  to  recommend  a  model  port- 
folio, their  advice  isn't  consistent, 
complete  or  specific  enough  for  me  to 
construct  one  for  them. 

The  absence  of  a  model  portfolio 
doesn't  mean  that  these  letters  have 
no  substance,  but  it  does  make  it 
impossible  to  give  them  a  quantitative 
performance  ranking.  This  doesn't 
have  to  be  a  problem,  and  some  of 
these  nonportfolio  letters  are  highly 
respected:  Ian  McAvity's  Delibera- 
tionsdind  Martin  Pring's  Prin^ Market 
Review^  for  example. 

But  don't  get  sucked  in  by  extrava- 
gant claims,  which  the  absence  of  a 
measurable  portfolio  leads  some  let- 
ters' editors  to  think  they  are  free  to 
make.  One  of  the  most  conspicuous 
current  offenders  is  Mark  Skousen's 
heavily  promoted  Forecasts  &  Strate- 
fjies.  A  number  of  Forbks  readers 
lately  have  been  asking  me  about 
recent  advertising  for  the  letter, 
which — in    addition    to    castigating 


Skousen's  fellow  letter  editors  for  all 
the  "lies,  lies,  lies"  about  their  perfor- 
mance— reads:  "As  anyone  who 
monitors  the  performance  of  advisory 
services  can  tell  you.  Forecasts  & 
Strate£[ies  has  established  a  deadly  ac- 
curate forecasting  record  for  more 
than  a  decade." 

Whoa,  there,  Mark.  This  claim  is 
simply  false.  My  entire  career  has  been 
spent  monitoring  the  performance  of 
investment  advisor)'  services,  and  it's 
news  to  me  that  Skousen's  record  has 
been  deadly  accurate. 

Consider  what  Skousen  trumpets 
as  one  of  his  most  "deadly  accurate" 
predictions:  a  bulletin  he  sent  to  sub- 
scribers six  weeks  before  the  1987 
crash  in  which  he  said  to  get  out  of  the 
stock  market.  He  did  send  the  warn- 
ing, but  sent  similar  cautions  over  the 
previous  18  months  as  well. 

In  July  1986,  for  example,  nearly 
iy2  years  before  the  crash  and  more 
than  a  year  prior  to  the  market's  high, 
Skousen  warned  subscribers  that  a 
"devastating  collapse  in  the  stock 
market"  could  occur  later  in  1986 
and  advised  them  not  to  invest  any 
more  money  in  the  stock  market.  In 
October  1986,  a  hill  year  prior  to  the 
crash,  to  pick  another  example,  Skou- 
sen advised  that  "it's  time  to  take 
profits  in  stocks.  ...  I  have  personally 
sold  almost  all  the  stocks,  bonds  and 
utilities  in  my  investment  portfolio." 
If  he  took  his  o\\ n  advice  and  if  his 
subscribers  had  followed  it,  they 
would  have  gotten  out  of  the  stcKk 
market  some  1 ,000  points  below  the 
August  1987  high  of  the  Donv  indus- 
trials. Deadly  accurate? 

I've  talked  to  Skousen  about  this. 
He  responds  that  he  hadn't  only  is- 
sued sell  signals  during  the  1986  87 
period;  on  several  other  occasions  he 
also  had  said  to  get  back  into  the  stcKk 


market.  But  the  point  is  that,  absent  a 
model  portfolio,  or  sufficiendy  clear 
and  unhedged  advice  so  that  one  can 
be  constructed,  there's  no  way  we  will 
ever  know  just  how  profitable  the 
collection  of  Skousen's  buy  and  sell 
recommendations  would  have  been. 
It's  one  thing  to  be  bullish  and  stay  in 
the  market  all  the  way  up  to  the  top 
before  getting  out,  and  it's  quite  an- 
other to  generate  several  different  buy 
and  sell  signals  along  the  way. 

Then  there  is  Dick  Young's  Intelli- 
£fence  Report.  Like  Skousen's  service, 
this  letter  has  no  model  portfolio  and 
thus  its  performance  can't  be  calculat- 
ed with  any  accuraq,'.  (Young  says  his 
letter  merely  provides  an  investment 
"menu"  that  leaves  to  the  reader  the 
job  of  selecting  the  "appetizer,  entree 
and  dessert.")  But  this  hasn't  stopped 
his  publisher  fi-om  giving  him  the 
"Golden  Touch"  award"  for  1990 
because  "almost  evervthing  he's 
touched  has  turned  to  gold." 

Oh,  yeah?  By  my  count,  of  the  34 
securities  Young  mentioned  at  the 
beginning  of  1990  as  his  "favorites," 
only  1 1  turned  m  a  profit  for  the  year. 
A  fijU  two- thirds  of  Young's  1990 
favorites  lost  money.  The  mutual 
fijnd  that  Young  said  was  his  "#1 
pick  for  1990"  "lost  11.8%  for  the 
year.  But  because  Young  dcx-sn't  rec- 
ommend a  nuxlcl  portfolio,  there  is 
no  way  of  knowing  hmv  much  a  sub- 
scriber actually  would  have  lost  in 
1990  following  Young's  advice.  But 
we  do  know  that  the  bulk  o\  what 
Young  touched  at  the  beginning  of 
1990  didn't  turn  to  gold. 

rhc  bottom  line?  Don't  believe 
evervthing  you  read  in  advertisements 
for  advisors  letters — es^x'cially  the 
more  breathless  stuff  and  doubly  s^> 
w  hen  the  hyjx'  isn't  based  on  a  specific 
portfolio.  IB 
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Legalized  gambling  is  unquestionably  spreading,  but  the 
good  news  is  already  in  the  price  of  the  stocks.  If  you 
are  in  them,  cash  out.  If  you're  not  in,  stay  out. 

Don't  bet  on  it 


BY  GERALD  W.  PERRIH 


Gerald  W,  Perritt  is  portfolio 
manager  of  the  Chicago-based 
Perritt  Capital  Growth  Fund  and  editor 
of  Investment  Horizons. 


State  AND  local  governments  are  on 
the  verge  of  panic  as  expenditures 
continue  to  outstrip  tax  revenues. 
The  federal  government  has  trimmed 
its  aid  to  states  and  disgrunded  voters 
are  giving  tax  referendums  the 
thumbs-down.  The  cry  of  "no  new 
taxes"  that  long  ago  left  the  lips  of 
George  Bush  is  being  uttered  by  tax- 
payers from  Maine  to  California. 

All  this  is  bad  news  for  politicians 
but  good  news  for  the  gambling  in- 
dustry. Since  most  state  governments 
have  been  either  unwilling  or  unable 
to  cut  services  further,  they  have  been 
forced  to  devise  "innovative"  meth- 
ods of  raising  taxes  while  avoiding 
voter  backlash.  The  innovative  meth- 
od currendy  in  vogue  is  to  legalize 
various  types  of  gambling  and  levy 
taxes  on  their  revenues. 

In  my  view,  however,  it  is  too  late 
for  investors  to  cash  in  on  this  trend. 
The  most  popular  proposals  for  cash- 
ing in  on  gambling  call  for  the  intro- 
duction of  video  lottery  terminals 
(VLTs)  that  offer  players  an  opportuni- 
ty to  wager  on  video  poker,  blackjack, 
keno  or  bingo.  The  terminals  are  tied 
together  by  a  central  processing  unit 
that  allows  state  agencies  to  monitor 
play  and  collect  the  appropriate  taxes. 
Four  states  (Louisiana,  Montana,  Or- 
egon and  South  Dakota)  have  legal- 


ized video  lotteries  and  22  others  have 
introduced  similar  legislation.  Odds 
favor  the  introduction  of  VLTs  in  at 
least  three  states  (Kansas,  Missouri 
and  Wisconsin)  in  1993. 

The  lion's  share  of  the  video  lottery 
market  is  expected  to  go  to  three 
companies:  International  Game 
Technology,  Video  Lottery  Technol- 
ogies and  Bally  Gaming  Internation- 
al. During  the  last  two  years,  the 
prices  of  these  three  stocks  have  head- 
ed skyward  as  investors  rushed  to  get 
in  on  a  sure  thing. 

Unfortunately,  none  of  these 
stocks  is  undiscovered.  International 
Game  Technology  controls  about 
50%  of  the  market  for  traditional  slot 
machines  in  the  U.S.  and  about  95% 
of  the  casino  market  for  video  poker 
machines.  Two  years  ago  the  compa- 
ny earned  $20  million  on  revenues  of 
$210  million.  In  October  1990  its 
stock  traded  as  low  as  IVa  per  share, 
but  during  the  last  18  months  the 
stock  has  rocketed  to  a  high  of  34,  or 
56  times  reported  earnings. 

Video  Lottery  Technologies  man- 
ufactures video  terminals  and  central 
control  system  software  for  the  video 
lottery  market  (in  addition  to  owning 
a  Montana  gaming  route  and  two 
restaurants).  It  went  public  in  July 
1991  at  14.  Although  the  company 
earned  42  cents  last  year  (down  from 
47  cents  the  previous  year),  its  stock 
has  traded  at  a  recent  high  of  nearly 
40,  an  incredible  multiple  of  91  times 
trailing  earnings. 

Bally  Gaming  International  was 
formed  last  November  to  consolidate 
the  gaming  machine  manufacturing 
and  distribution  operations  of  Bally 
Manufacturing.  The  company  con- 
trols about  25%  of  the  gaming  ma- 
chines in  the  U.S.  and  has  installed 
fewer  than  5%  of  the  VLTs  currently  in 
operation.  Initially  issued  at  12,  its 
stock  price  has  climbed  to  24,  or  50 
times  reported  earnings. 


There  is  no  doubt  gaming  is  a 
growth  industry.  Small-stakes  gam- 
bling has  been  legalized  in  Colorado, 
Montana  and  South  Dakota.  River- 
boat  gambling  on  the  Mississippi  was 
introduced  last  year,  and  some  Native 
Americans  have  opened  casinos  on 
their  lands.  However,  there  is  also  no 
doubt  that  there  is  lots  of  froth  in  this 
market.  A  company  growing  at  25% 
per  year  should  sell  at  a  higher  earn- 
ings multiple  than  a  company  grow- 
ing at  a  slower  rate.  However,  sea- 
soned growth  stock  investors  know 
there  is  a  limit  to  the  multiples  that 
even  the  fastest- growing  companies 
can  command.  There  is  a  world  of 
difference  between  a  good  company 
and  a  good  investment. 

Aside  from  lofty  price/earnings 
multiples,  there  are  a  number  of  other 
reasons  to  be  leery  of  these  stocks. 
While  legalized  gambling  may  be  a 
sure  way  to  increase  state  revenues, 
there  is  still  plenty  of  opposition.  For 
example,  voters  soundly  defeated  ca- 
sino gambling  referendums  in  Florida 
and  Ohio.  Furthermore,  I  am  just 
naive  enough  to  believe  the  responsi- 
ble legislators  will  wake  up  to  the  fact 
that  gaming  taxes  are  highly  regres- 
sive. While  legislation  that  would 
initiate  xideo  lotteries  has  been  intro- 
duced in  32  states,  I  suspect  most  of 
these  bills  will  be  tabled,  defeated 
or  vetoed.  Finally,  the  recession  is 
coming  to  an  end.  As  a  result,  tax 
receipts  will  automatically  begin  to 
expand.  While  an  expanding  econo- 
my will  not  eliminate  even*'  state's 
budget  deficit,  it  will  lessen  the  pres- 
sure to  adopt  "innovative"  revenue- 
generating  mechanisms. 

Of  course,  these  arc  just  my  opin- 
ions. Gaming  stocks  could  be  reason 
ably  priced  based  on  their  revenue  and 
earnings  growth  prospects.  However, 
I  wouldn't  bet  on  it.  If  you  own  any 
of  these  three  stocks,  it's  time  to  head 
for  the  cashier's  window.  WM 
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The  Japanese  stock  market  is  50%  cheaper  than  it  was 
in  early  1990,  but  it's  still  no  bargain.  Look  out  below! 

Wounded  giant 


BY  A.  GARY  SHILLING 


A,  G.ity  ShilliiiK  is  piosultM)!  ot 

A.  G.iiy  Stiillin^;  S<  Co.,  tronomic  consultants 

.ind  mvosttiuMit  .uivlscis.  His  tirni  publishes  Insight. 

ii  monthly  nowsk'tUv  oovivint.',  the  tiusiness 

outlook  .incl  invostn)iM)t  siMtegy, 


On  Aprii  l'(H)rs  Pay  the  Hank  ol" 
lapan  cut  the  discount  rate  a  lull 
three  lourths  ol"  a  percentage  point, 
ami  was  the  hank  ever  loole«.l!  Instead 
ofrisini;,  the  Nikkei  22S  stock  average 
sold  otl  7(>-l  points,  or  4%. 

Despite  a  more  than  50%  drop  since 
early  \*^)*-H),  Japanese  stocks  aren't 
cheap.  The  Nikkei's  r  i  is  dow  n  troni 
OO  to  M),  but  still  almost  t\\  ice  the  rest 
ot"  the  world's  IS.  Keniember  this: 
Uubhles  always  u.o  to  extremes  on  the 
way  u[V  And  so  does  the  inexitable 
correction.  Dutch  tulips  rose  4,''>()()% 
in  the  earlv  lM)()s  before  fallini;  ^>3"o. 
Kuwaiti  stocks  leajx'd  about  7,000%  a 
decade  agt),  belore  their  ^^8%  plunge. 
And  make  ni>  mistake:  The  Tokyo 
market  has  been  a  classic  bubble,  up 
.^,000%  from  1^>70  to  its  peak.  With 
Japanese  stocks  back  \o  late  1^>S6 
levels,  it's  now  clear  that  the  up.swing 
since  the  late  1*^>S'"  crash  was  merely  a 
bear  market  rall\ 

Oh,  suie,  ].\\^M\  Inc.  w  ill  i\\  to  lu>ld 
the  Ime  oi\  stinks,  and  man\  belie\ e  tt 
can.  huleed,  confidence  in  govern 
ment  and  business  support  probablv 
accounted  lor  much  oi  the  uiue 
straitK'd  acceleration  in  prices  earlier. 
Hut  the  powers  that  be  are  )ust  about 
out  o[  anuuuiution  domestically. 
Margin  requirements  have  been  cut 
ixpeatedly.  Major  biokers  have  been 


encouraged  to  support  stocks.  But 
even  the  gcnernment's  new  support 
package  failed  to  stem  the  tide. 

The  blunt  truth  is  that  it  is  now 
unlikely  that  concerted  elVorts  can 
contain  the  big  financial  and  econom- 
ic problems  the  stock  market  collapse 
is  foreshadowing,  japan,  the  rising 
world  power  in  the  I'^^HOs,  looked  like 
the  U.S.  in  the  1^^20s,  when  America 
was  the  emerging  global  giant.  Hack 
then,  the  Fed  held  down  interest  rates 
to  help  the  prexious  king  of  the  hill, 
the  U.K.,  w  hen  it  t)\er\alued  sterling 
in  resuming  gold  convertibility  in 
U^2S.  The  result?  ("heap  credit,  leap- 
ing stocks  and  real  estate,  and  vast 
I'.S.  economic  overheatinu,. 

llistoiT  flofs  repeat.  In  the  late 
l^^SOs  the  Hank  of  lapan  cut  rates  to 
help  the  dollar,  with  the  same  result. 
And  it  looks  like  the  1990s  ii\  Japan 
may  also  parallel  the  U.S.'  1930s. 

The  sharp  declines  in  Japanese 
stocks  and  real  estate  are  slashing 
indi\idual  wealth  aiul  spending  pow 
er.  I  and  prices  in  Osaka  are  oil  50%. 
C'orporate  assets,  largely  based  on  real 
estate  M\d  holdings  of  suppliers'  and 
customers'  stocks,  are  also  being 
axed.  Japanese  banks,  already  strained 
to  meet  new,  toucher  international 
capital  requirements,  are  last  running 
out  t)f  paper  prt)lits  on  stock  holdings 
to  bolster  net  wt^rth. 

Japan  built  global  financial  strength 
in  the  last  decade  bv  accressive  en 
couragement  of  expt>rts  and  discour 
agement  oi'  imports.  Ni>w   growing 
protectionism  in  l-,uri>pe  and  NtMth 
America  is  curtailing  exports,  perhaps 
faster  than  the  island  nation  can  reori 
cut  itself  tow  aid  .\sia.  .\nd  impi>rtsare 
being  gradually  stepped  up  by  U.S. 
pressure  ttu>pen  lapanese  markets  and 
the  liKal  desire  Um  better  living  stan 
dards.  Capital  spending  is  iu>  U>nger 
fueled  b\  cheap  credit,  as  in  the  WSOs. 

The  Japanese  are  veiy  restuirceful, 
but  they  are  not  magicians.  It  will  take 
a  nun\ber  of  vears  to  reciwer  from  the 


1980s  financial  bubble  and  to  reori- 
ent their  economy. 

Lest  all  this  makes  you  feel  smug 
about  Japan's  troubles,  keep  this  in 
mind:  Japan's  troubles  will  inevitably 
have  ripple  effects.  The  Japanese  take 
pride  in  their  stock  market  as  a  symbol 
of  their  financial  and  economic  mus- 
cle. They  will  do  ever\thing  they  can 
to  shore  it  up.  Consequently,  if  all  else 
tails,  they  may  well  dump  foreign 
holdings  to  support  local  stocks,  as  I 
noted  in  my  Apr.  16,  1990  column. 
They  own  lots  of  l^S.  bonds,  stocks 
and  real  estate.  Iheir  bailing  out  of 
Treasurys  this  year  has  been  a  source 
of  weakness  in  that  market. 

Japanese  banks,  weakening  tiirthcr 
as  events  unfold,  will  no  longer  be 
etVecti\e  competition  for  U.S.  and 
Huropean  money  center  banks.  That 
is  good  for  the  U.S.  and  European 
banks  but  bad  news  for  distressed 
Russia  and  Hastern  Kurope,  which 
can  ctiunt  on  no  loans  trom  troubled 
Japanese  banks. 

A  verN'  soft  Japanese  economy 
means  an  extremely  soft  Asian  econo- 
my, and  the  weakness  will  spread 
globally  as  imports  in  those  countries 
fall.  The  Asian  countries  may  not  buy 
many  American  cars,  but  they  buy  lots 
of  l^S.  planes  and  li>gs.  Ihis  in  turn 
will  kill  any  global  intlationar\  ten 
dencies.  As  their  domestic  economy 
falls,  the  Japanese  will  instinctively 
turn  to  exports,  only  worsening 
w  orldw  ide  protectionism . 

1  low  should  the  individual  investor 
pix>tect  himself  m  the  Japanese  crash 
and  its  ci>llateral  etVects.'  I  still  like  the 
Nikkei  put  w  arrants  1  have  been  advo- 
cating tor  mer  two  years.  Still  lower 
clobal  intlatii>n  and  tn>uble  abnud 
are  both  meat  for  I'.S.  Treasur\- 
bi>nds  and  the  dollar,  l.twver  interest 
rates  help  I'.S.  stiKk  r  t-s,  but  a  wxak 
gk>bal  economy,  on  top  ot  sluggish 
ness  in  this  CiHintn-,  suggests  disap- 
pi>inting  earnings,  esjx'ciallv  tor  I'.S. 
multinationals,  w  hich  are  alst>  hurt  by 
a  stronger  di^llar 

Japan  is  m  big  trouble.  1  knew  it 
two  \ears  agt>  when  suburban  ma- 
trons cornered  me  at  ctvktaii  ^^a^ties 
to  worr>  aKnit  tluv^e  unst».>|>fuble 
giants  t'n>m  the  Far  Fast.  When  a 
ta'nd  Ixvomes  cixktail  parTk'  ci>nvcr 
sation,  it  is  usuallv  ivad\  to  ebl>— ainl 
the  ireMul  of  unstop^Mble  )a(\in  is  no 
exception.  Mi 
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You  read  about  those  100  economists  who  urged 
Washington  to  spend  its  way  out  of  the  recession.  Now  read 
why  far  more  than  100  economists  refused  to  sign  the  silly  paper. 

Hell  no, 

we  won't  sign 


BY  ALAN  REYNOLDS 


Alan  Reynolds  is  the  director  of 

economic  research  for  the  Hudson  Institute  of 

Indianapolis,  Ind. 


Over  100  economists  signed  a  peti- 
tion to  the  President  and  Congress 
•  promoting  changes  in  economic  poli- 
cy'. Actually,  the  number  is  not  im- 
pressive, since  many  more  than  100  of 
us  were  invited  to  grab  a  piece  of  this 
free  publicity,  but  could  not  do  so 
without  losing  sleep. 

The  petition  was  drafted  by  two 
veteran  Keynesians,  James  Tobin  of 
Yale  and  Robert  Solow  of  MiT,  who 
long  have  been  peddling  the  same 
nostrums  to  Democratic  politicians. 
Their  predictable  ad\ice  is  to  add 
another  S50  billion  to  deficit  spend- 
ing, for  pork  barrel  projects,  and  have 
the  Federal  Reser\e  print  money  to 
pay  for  it.  But  Keynesians  always  want 
easy  money  and  more  go\ernment 
spending.  Their  increasingly  unbe- 
lievable claim  that  the  economy  ur- 
gendy  needs  a  preelection  dose  of 
illicit  stimulants  is  just  a  handy  excuse 
to  recTcle  the  inflationary'  mischief  of 
the  Seventies. 

Some  of  the  hundred  economists 
were  probably  seduced  to  sign  by 
what  might  seem  to  be  a  "probusi- 
ness"  idea — namely,  reviving  the  in- 
vestment ta.\  credit.  For  some  reason, 
this  particular  gift  to  certain  big  busi- 


nesses long  has  been  a  popular  pana- 
cea among  politicians  in  the  Demo- 
cratic Part}'  who  claim  to  represent 
"the  working  class."  Governor  Clin- 
ton thus  pushed  through  a  7%  ITC  in 
his  state,  but  only  for  big  companies. 

Politicians  always  claim  such  tax 
favors  will  "add  jobs,"  even  when  the 
goodies  are  clearly  designed  to  favor 
replacing  labor  with  machines.  A 
company  gets  an  ITC  for  bming  ro- 
bots, but  workers  get  no  such  tax 
break  for  upgrading  their  skills.  La- 
bor-intensive senices  and  retailing 
get  virtually  no  help  from  an  invest- 
ment tax  credit,  though  that's  where 
the  jobs  are. 

Since  capital  is  limited,  all  an  invest- 
ment tax  credit  can  possibly  do  is  to 
favor  some  kinds  of  imestments  over 
others.  And  any  tax  credit  is  useless  to 
new  enterprises,  since  high  startup 
costs  leave  no  profits  to  be  taxed. 
Companies  that  need  to  build  or 
rebuild  factory  or  office  space  are  out 
of  luck,  too. 

An  ITC  is  only  of  value  to  profitable 
companies  that  use  a  lot  of  machines 
(and,  of  course,  firms  that  sell  those 
machines).  Risky  new  enterprises, 
those  with  hea\y  inxentories,  con- 
struction and  labor-intensive  indus- 
tries would  find  it  harder  to  compete 
for  capital.  Since  these  enterprises  ac- 
count for  most  job  growth,  this  is 
scarcely  a  "jobs"  proposal. 

The  investment  tax  credit  has  been 
put  on  (before  elections)  and  subse- 
quently repealed  so  often  that  busi- 
ness planners  rightly  assume  that  it  is 
temporary',  even  if  Congress  said  oth- 
erwise. Businessmen  then  rush  to 
bunch  investments  that  would  other- 
wise be  spread  o\'er  many  years  into 
this  brief  window  of  tax  opportunity'. 
Such  an  ephemeral  equipment  boom 


invariably  raises  both  interest  rates 
and  the  prices  of  capital  equipment. 

If  you  really  want  to  help  the  econ- 
om\'  and  cut  the  cost  of  the  federal 
bank  bailout,  don't  root  for  an  invest- 
ment tax  credit.  Root  for  a  cut  in 
capital  gains  taxes.  The  only  thing 
that  can  help  hft  the  bids  on  depressed 
propert\'  is  the  hope  of  a  capital  gain 
somewhere  down  the  line.  This  is 
where  the  capital  gains  tax  comes  in. 

In  the  economists'  petition,  the 
investment  tax  credit  is  said  to  be  a 
more  "direct"  way  of  "stimulating 
business  investment"  than  a  cut  in  the 
capital  gains  tax.  That  comparison  is 
all  wet.  The  purpose  of  a  lower  capital 
gains  tax  is  not  to  bribe  favored  busi- 
nesses to  buy  more  machines  this  year 
and  fewer  later.  Lower  capital  gains 
taxes  make  it  easier  for  small  or  risky 
ventures  to  raise  equit)'  capital,  to 
recapitalize  overleveraged  financial 
and  industrial  firms  and  to  proside 
incentive  for  investors  to  purchase 
and  develop  distressed  real  estate. 

The  hope  of  a  capital  gain  is  the 
only  incentive  to  salvage  half-empt>' 
office  buildings,  hotels  and  shopping 
centers.  By  arresting  the  deflation  of 
propert)'  values,  a  break  on  capital 
gains  that  includes  real  estate  could 
rescue  a  lot  of  banks  and  thrifts,  raise 
the  value  of  real  estate  that  L'ncle  Sam 
has  to  unload  and  thus  cut  bailout 
costs  by  tens  of  billions. 

There  are  numerous  jokes  about 
economists,  endlessly  rep>eated,  but 
the  signers  of  this  petition  for 
stepped -up  government  spending, 
easy  money  and  a  temporan'  invest- 
ment tax  credit  are  placing  a  joke  on 
themselves.  These  ideas  were  as  st.ile 
as  those  old  jokes  to  begin  with,  and 
will  Itxik  even  more  so  as  the  economy 
rebounds.  ■■ 
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Experienced  real  estate  professionals  know  that  a 
vacancy  statistic  doesn't  say  there  is  no  demand, 
but  rather  that  what  is  offered  is  not  demanded. 

opportunities 
in  real  estate 


BY  STEPHEN  E.ROULAC 


Stephen  E.  Roulac  leads  a  real  estate 

and  economic  consulting  firm  based  in 

San  Francisco.  His  forthcoming  book,  Reeling 

Realty,  chronicles  the  1980s  real  estate  debacle. 


Mighty  Olympia  &  York  and  jmb 
have  recently  suffered  highly  publi- 
cized major  real  estate  reversals.  Sur- 
veys of  real  estate  executives  report  a 
three-to-five-year  wait  before  a  recov- 
ery is  anticipated. 

But  does  this  mean  there  are  no 
opportunities  in  real  estate?  Not  at  all. 
Savvy  developers  understand  that  a 
vacancy  statistic  tells  you  not  that 
there  is  no  demand,  but  rather  that 
what  is  offered  is  not  demanded. 

Where  are  the  opportunities  today? 
On  the  residential  front,  housing  in- 
creasingly will  reflect  changing  pro- 
fessional lifestyles  and  societal  forces. 
Apartments  that  incorporate  private 
work  spaces  within  the  unit  and  then 
offer  residents  access  to  certain  com- 
munal facilities — child  care  and  librar- 
ies are  good  examples — will  be  of 
increasing  appeal.  There  is  precedent 
for  this:  Many  hotels  offered  perma- 
nent residences  along  with  hotel  ser- 
vices on  long-term  leases  in  the  early 
years  of  this  century.  With  the  aging 
of  America  and  the  deterioration  of 
nuclear  families,  I  believe  we  are  likely 
to  sec  a  reemergcnce  of  residential 
facilities  that  offer  a  high  range  of 
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services,  similar  to  a  hotel,  stopping, 
perhaps,  just  short  of  food  service. 

Many  cities  have  far  too  much 
office  space  and  too  many  hotel 
rooms — but  not  enough  permanent 
residential  space.  Opportunities 
therefore  exist  to  convert  offices  and 
hotels  to  apartments.  In  recent  de- 
cades this  would  have  been  unthink- 
able because  hotels  and  offices  com- 
manded a  price  t^vo  or  three  times 
what  the  same  space  would  bring  if 
used  for  apartments.  But  with  the 
collapse  in  real  estate  values,  such 
economic  ratios  no  longer  apply. 

Lots  of  people  would  like  to  im- 
prove their  real  incomes  by  reducing 
the  time,  expenses  and  headaches  of 
traveling  to  work.  For  them,  down- 
town residential  living  makes  more 
sense  than  life  in  the  suburbs,  espe- 
cially if  the  kids  are  grown.  Others 
would  rather  combine  a  downtown 
pied-a-terre  with  a  countr\'  place  than 
settle  for  a  suburban  setting  that  is 
neither  convenient  nor  rural. 

The  value  of  an  increasing  number 
of  troubled  hotels  and  offices  can  be 
enhanced  by  converting  such  proper- 
ties to  multifamily  uses.  Since  ne\\' 
housing  construction  generally — and 
multifamily  specifically — has  signifi- 
cantly trailed  household  formations 
for  the  last  several  years  and  financing 
for  new  development  is  hard  to  come 
by,  converting  existing  hotels  and  of- 
fices to  residential  use  makes  even 
more  sense. 

Smart  home  builders  continually 
take  a  fresh  look  at  what  single -family 
home  buyers  want  as  new  social 
trends  emerge.  With  the  rapid  devel 
opmeiit  and  deployment  of  home 
computers  and  mobile  communica 
tions,  more  people  are  spending  more 
time  workint;  from  their  hi>mcs.  The 
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downsizing  of  corporations  and 
growth  of  small  businesses  also  suf 
port  the  work-at-home  trend. 

One  report  I've  seen  predicts  thj 
by  the  end  of  the  centur>',  more  tha 
one  in  five  Americans  will  work  p 
marily  at  home  and  others  will  work 
home  at  least  some  of  the  time.  As 
result,  a  study  or  office-at-home- 
wired  to  accommodate  the  latest  tel 
computing  technology' — is  more  lik 
ly  to  appeal  to  home  buyers  than 
fourth  bedroom  or  fifth  bathroom . 

The  work- at- home  phenomenoi 
has  also  created  an  emerging  marke 
for  so-called  satellite  offices.  Situate 
at  the  perimeters  of  major  cities,  thesi 
facilities  allow  workers  periodic  acces 
to  a  work  space  and  the  support  ser 
vices — secretaries,  photocop\ing  an 
the  like — that  an  office  provides,  with 
out  their  having  to  go  downtown 
Such  satellite  facilities  have  successful 
ly  emerged  in  Seattie  and  will  b 
increasingly  developed  in  other  high 
growth,  high-congestion  markets. 

If  you're  a  passive  investor,  the' 
current  market  offers  another  kind  of 
opportunity'.  The  conventional  \iew 
of  real  estate  syndications  was  the 
mutual  fund  concept  applied  to  real'f? 
estate:  The  investment  strateg\'  em 
phasized  fiiture  appreciation  of  theij"^^^ 
investor's  equit)'  stake  over  current 
cash  flow,  plus  hefty  tax  w  riteoffis. 

But  with  many  financial  institu- IP''*^ 
tions  driven  from  real  estate  by  bad '  ^'^ ^ 
loans  and  dumb  regulations,  a  short- '  '™ 
age  has  developed  on  the  debt  financ-  ^ 
ing  side.  As  a  result,  investment  prod- 
ucts recently  introduced  or  soon  to 
come  to  market  pool  individual  inves- 
tors' capital  to  provide  debt  or  debt- 
and-equitv'  financing  for  real  estate 
projects.  Taking  advantage  of  the  ab- 
sence of  the  traditional  lenders,  these 
new  investment  vehicles  offer  the  in- 
stant gratification  of  high  current 
yields  rather  than  elusive  tax  shelter 
and  the  distant  lure  of  possible  appre 
ciation.  In  coming  months  Wall 
Street  will  bring  a  basket  of  these  deals 
to  market.  In  a  time  ot'plunging  fixed 
income  rates,  the  10%-plus  nclds  on 
these  securities  are  especially  attrac- 
tive to  income  imcnted  investors. 

Sure,  the  overall  real  estate  business 
is  discouraging.  But,  for  investors 
with  capital,  creativity  and  courage, 
there  are  some  vcrv-  attractive  pockets 
ofopportunitN'.  Hi 
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MONEY  a  INVESTMENTS 


ow  I  almost  did  an  initial  public  offering  right  in 
L  B^ie  middle  of  a  New  York  City  expressway. 

ecovery  has 
ived 


BY  JOHN  RUTLEOGE 


ohn  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co.,  a  merchant 
bank  in  Claremont,  Calif. 


I  DO  MY  BEST  forecasting  by  wander- 
ing around  the  hundred  or  so  busi- 
nesses I  work  with,  asking  them  how 
they  are  doing.  Their  answers  over  the 
last  few  weeks,  like  the  first  drops  of  a 
desert  rainstorm,  tell  me  there  is  more 
growth  on  the  way.  The  chief  execu- 
tive of  a  major  trucking  company — 
with  50,000  customers,  he  is  the  best 
leading  indicator  I  know — reported  a 
sharp  increase  in  both  tons  shipped 
and  price  last  month. 

Toyota's  Southeast  distributor  is 
having  a  tremendous  first  quarter.  A 
large  pulp  supplier — you  ha\e  to 
make  the  boxes  before  you  can  ship 
products — reports  stronger  orders. 

The  most  heartening  signs  of  recov- 
er}' are  taking  place  in  the  commodity' 
markets.  For  the  past  two  years,  deflat- 
ing commodity  and  propert)'  values 
have  undermined  the  real  economy  by 
reducing  our  net  worth  and  by  shrink- 
ing the  value  of  the  collateral  assets 
that  stand  behind  bank  balance  sheets. 
For  the  past  few  months,  thanks  to 
sharp  interest  rate  reductions  by  the 
Fed,  commodity'  prices  and  asset 
prices  are  starting  to  firm. 

Finally,  there  are  signs  that  the 
credit  crunch  is  starting  to  break  up. 
Helped  by  low  interest  rates  and  a 


stock  market  hungr\'  for  new  issues, 
banks  have  raised  a  ton  of  money  in 
recent  months  to  shore  up  their  capi- 
tal positions.  And  the  immense  gap 
that  has  opened  up  between  the  (low) 
yields  on  money  market  assets  and  the 
(high)  yields  on  mortgage  and  auto 
loans  is  attracting  the  sharks  on  Wall 
Street,  who  are  aggressively  buying, 
repackaging  and  distributing  these  se- 
curities. Like  a  phoenix  rising  fi^om 
the  ashes,  these  repackaging  activities 
are  effectively  creating  a  surrogate 
banking  system  that  will  improve 
both  asset  prices  and  credit  availability' 
in  the  months  ahead. 

With  the  recovery  dawning  but  not 
yet  in  full  light,  it  is  a  good  time  to 
think  about  longer-term  goals.  Ask 
yourself:  Why  do  a  few  companies  like 
Wal-Mart  and  Home  Depot  do  such 
an  outstanding  job  in  building  value 
for  shareholders?  No  magic  formulas. 
They  simply  get  the  stuff  off  the  load- 
ing dock,  onto  the  floor  and  through 
the  cash  register  faster  than  anyone 
else.  This  reduces  the  amount  of  capi- 
tal— equit\'  and  borrowed — they 
need  per  dollar  of  sales  and  sends  their 
return  on  capital  through  the  roof. 

Last  week,  while  crawling  along  in  a 
traffic  jam  on  New  York's  Cross 
Bronx  Expressway,  I  found  someone 
even  better  than  the  late  Sam  Walton 
when  it  came  to  using  capital  efficient- 
ly. Two  guys  were  standing  on  the 
white  stripes  between  the  lanes  selling 
telephones — obviously  stolen — to 
gridlocked  commuters  through  their 
car  windows.  I  thought,  what  a  great 
business.  Cost  of  goods  sold,  zero. 
Gross  margin,  100%  of  sales.  Sales, 
general  and  administrative  expenses, 
zero.  Operating  margin,  100%  of 
sales.  Taxes,  zero.  Profit  after  tax, 
100%  of  sales.  Zero  assets,  zero  liabil- 
ities. Capital  turnover  and  return  on 


capital,  both  infinite. 

I  was  sorely  tempted  to  pull  over 
and  cut  a  deal  with  them  to  do  an 
initial  public  offering. 

Of  course,  I  do  not  seriously  think 
legitimate  business  people  can 
achieve  the  performance  numbers  of 
the  Cross  Bronx  phone  mart,  but 
most  business  people  can  do  a  lot 
better  than  they  are  doing  today.  I 
have  been  preaching  to  chief  execu- 
tives for  the  past  two  years  that  the 
best  way  to  get  more  competitive  is  to 
take  low -return  capital  out  of  their 
businesses.  Let  somebody  else  do 
those  businesses.  Either  put  the  fi-eed- 
up  capital  in  something  else  or  rein- 
vest it  in  the  more  profitable  parts  of 
the  business. 

Doubling  capital  turnover  has  the 
same  effect  on  a  firm's  return  on 
capital,  and  therefore  its  equit\'  value, 
as  doubling  its  profit  margin.  But  it 
doesn't  require  getting  your  workers 
to  accept  a  pay  cut  or  work  overtime 
for  nothing,  begging  your  suppliers 
for  discounts  or  talking  your  custom- 
ers into  accepting  higher  prices. 

Less  capital  means  more  distance 
from  the  diseased  banking  system, 
and  less  chance  of  getting  caught  on 
the  short  end  of  the  credit  crunch. 
Identifying  and  pruning  low- return 
capital  adds  \alue  to  a  business  in 
good  times  or  bad,  whether  capital  is 
plentifijl  or  scarce,  and  whether  tax 
rates  are  high  or  low. 

But  as  the  economy  shifts  from 
recession  to  growth,  managers  will  be 
tempted  to  take  their  eye  off  the 
balance  sheet  to  concentrate  on  sales 
growth.  This  would  be  a  mistake.  The 
development  in  Mexico  and  Latin 
America  and  the  rebuilding  of  Eastern 
Europe  have  created  a  worldwide  cap- 
ital shortage,  a  game  of  musical  chairs 
in  which  countries  are  increasingly 
competing  for  the  same  capital  re- 
sources that  U.S.  companies  use  to 
run  their  businesses.  This  will  persist 
even  after  the  credit  crunch  has  ended. 

So  keep  in  mind  those  two  charac- 
ters peddling  stolen  telephones  in  a 
New  York  Cit>'  traffic  jam.  Without 
adopting  their  moral  standards,  you 
can  certainly  achieve  a  far  better  use  of 
your  capital  than  you  have  been  get- 
ting. Continued  pruning  will  pro%ide 
internal  sources  of  capital  to  finance 
growth  and  make  the  next  downturn 
less  painfijl.  ^M 
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BKrNAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
MARTIN ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


631.5%  gains,  with  exceptionally  low 

risk,  for  the  11 V2  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


12-IVIonth  Performance 


BUY  HIGH. 
SELL  HiGHER 

This  profit-proven  approach  outgained  the  Dow 
and  S&P  4-to-1  for  the  latest  12  months.  Here's  how: 

Top-performing  stocks  are  always  hit- 
ting new  highs.  Bargain  hunters,  wait- 
ing for  prices  to  come  down,  often  miss 
the  best  -  and  safest  -  profit  rides  com- 
pletely. "Buy  Low,  Sell  High"  may 
sound  better,  but  "Buy  High,  Sell 
Higher"  is  a  much  surer  way  to  solid 
stock  profits. 

Price  movement  over  a  7-to-9  week 
period  prior  to  earnings  release,  plus 
steadily  mounting  volume  alert  us  to 
stocks  about  to  make  major  moves.  But 
only  one  out  of  every  325  stocks  meets 
TheRiskReport  '.scriteria  for  rapid  growth, 
consistent  profitability  and  financial  sta- 
bility. Our  diligent  research  and  invest- 
ment strategy  are  designed  to  maximize 
your  profits,  but  just  as  importantly, 
reduce  your  risks! 


Risk  Rept>rl 


Past  perfbnmvtce  is  no  guarantee  of  future 
gains.  Dates.  3/14/91  tlvoiigh  3/12/92. 

Try  The  Risk  Report  for  the  next  three 
months  for  only  $45,  and  you'll  also 
receive  "Dow  4000  in  "92?"  This  spe- 
cial report  examines  historic  indicators 
that  could  make  this  the  most  signifi- 
cant year  in  the  past  two  decades.  Full, 
money-back  guarantee.  Don't  Delay! 
MasterCard,  Visa,  Amex.  24-hours. 
800-466-RlSK  (Ext.  5302) 
THE  RISK  REPORT 

999  9TH  ST  S.,  NAPLES,  FL.  33940 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
C6rporatlons.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

W^auictn'    (^'<^*'*<*  <°f  ^'C  KIT: 
W^istrv       P  °  ^x  *^^^ 

■L  \^     ^'    Wilfnington,  DE  19899 
■    hul  BOKCI-CORP- 302-652-6532 


BUSINESS  OPPORTUNITIES 


REAL  ESTATE 


Expanding  Real  Estate  Acquisition  Co. 

needs  ambitious  partners  to  purchase 

real  estate  witti  us,  using  our  methods 

and  funding  sources. 

$7500  Investment  Required 

1 -800-521-9458 


ACQUISITIONS 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  lo  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sail 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


IWIDE 


BUSINESSES  FOR  SALE 
OWNERS  WILL  FINANCE 

All  Areas  except  isiortheast 
Established  businesses,  good  terms. 

AFFILIATED 
BUSINESS  CONSULTANTS 

719-548-8888 
Colorado  Springs.  CO 


FINANCIAL  SERVICES 


V 

Receive  Value  Line 
for  only  ]^Sr$55 

An  introductory  subscription  to  The  Value  Line 

Investment  Survey  brings  you  the  2000-page  Investors 

Reference  Service—  Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks.  You  will  cdso  receive  analyses  of 

about  130  stocks  each  week  for  10  weeks  for  $6^$55. 

Available  only  once  every  two  years  to  any  household. 

Your  subscription  to  Value  Line  may  be  tax-deductible. 

Consult  you  tax  advisor.  Send  check  or  money  order 

along  with  name,  address  and  zip  code  together 

with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  3 16M27)  American  Express.  MasterCard 

or  Visa.  24  hours  a  day,  7  days  a  week. 

30  day  Money-BackGuarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add 

sales  tax.  Foreign  rates  upon  request. 

vThe  Value  Line  Investment  Survey*^ 

7 1 1  3rd  Avenue  NY.  NY 
10017-4064 
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^LAST 

Youp  Mesase  Thru! 

VOICE  MAIL 
^'TELEMARKETING 
4*CALL  PROCESSING 

Transloinn  youi  PC/XT'ATf386  inio  a  muRMine  \<xx  (xo- 
cessing  command  cenler  Inlelligenlly  piocess  yow 
sales,  inquires,  and  messages  Complete  package 

Multi-Line  aoice  soiuiioni       S99S 

SINGLE  LINE  IBigmOuthI  S295 

(Oevtiopei'OFM  packjor;  avKUOlf  i 

VISA- MC— AMEX-COO 
TOR  SALES  on  ;nfoRMATiON 

Call:  1-800-947-4884 

CALL    1510)  52J  3800  •  I^AX    (5101  522  5S56 

TALKING  TECHNOLOGY,  INC.    TT — 

n;SAILAN[IC  Ai(£  .ALAMiOA.  U  94501    lU 


FINANCIAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 
For  DMrt.  Uic  MtteatMC  i 

AUmwmkc  Rc^iini 

1-800-423-3244 

FAX  (213)  471-6456 

or  scM  tclaitM  rtsane 

tor  FmCmoliM 

Pacific  Wesxern  I'niversity 

600  ^  S«c<.'vMj  a..c    >.v  '6;  ^;s  »-Tyifi  :a  90049 
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Securities  Arbitration 
Consultant 

Guidance  and  Assistance  in 
Resolving  Broker  Disputes 

704-693-7740 


Major  British  Inixersitx  offers 

International 


entirely  thmugh  home  study. 

No  Bacliclorsaxjiiiaxl.  No  travel. 
liitcmationall\  recoci\i/ed.  Origi- 
nal l\  foundcxl  IS2i\  Tixal  cxvst 
iiiulcr  $6.lXX).  0(K  of  the  world's 
1 11  larcosi  \tBA>.uxl  cn^w  ing  f;i.M. 

Heriot-\Natt  I  nhersily 

.•Mice  Gold.  U.S.  .Agency 

17S0Shattuck  .Ave. 

Berkcle\  C.A  ^47(W 

Toil-fav  (StX)^  NJB.A-0707  or 

ta\  (510^  S4 1 -S^  1 1 .  Thank  >ixi. 


BUSINESS  SERVICES 


RESEARCH  RHURTS 

19.278  academic  topics  available' 
Send  $2  00  tor  the  272-page  catalog 
Customwntten  reports  also  available 

11322  Idaho  Ave  .  #:06FM. 

Los  Angeles.  C A  90025 

TollFrMHoHiM:  800  351-0222 

(Calilornia  310-477-8226) 


CABLE  ACCESSORIES 


CABLE  T\  Converter  Bmes 
STOP  resting: 

Sw*  Uan«r  -  Om  You  Om  E«i^nMnl 

Al  U^  ftvKJ  >l«nM  •  FfW  X  Oar  Tim 

Ot^Ti  VVx^M  •  FRS  CATALOG 

AddOi  Catte  Co. 
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24K  Gold  Plate    •    Brilliant,  True  Colors    •    Any  Flag  Mix 
Fast  Delivery  Worldwide:  14  Business  Days  on  Custom  Orders 

TME  Co.,  Inc.  1 1 7  Park  Une  Rd.,  New  Milford,  CT 06776,  U.S.A. 
Tel.  (203)  354-0686     •     Telex  271478     •     Fax  (203)  354-2786 


EXECUTIVE  POSITIONS  AVAILABLE 


VICE  CHANCELLOR  FOR  ASSET  MANAGEMENT 
THE  UNIVERSITY  OF  TEXAS  SYSTEM 

The  University  of  Texa.s  System  invites  applications/nominations  for  the  position  of  Vice  Chancellor 
for  Asset  Management.  This  position  reports  to  and  is  responsible  to  the  Chancellor,  and  has  direct 
access  to  the  Board  of  Regents.  As  a  member  of  the  Executive  Staff,  the  position  has  line  respon- 
sibility for  the  conduct  of  all  investments  and  for  the  management  of  the  assets  of  The  University  of 
Texas  System.  The  office  of  Asset  Management.  Finance,  Investments.  Endowments  and  Trusts,  and 
Endowment  Real  Estate  report  to  and  are  responsible  to  the  Vice  Chancellor  for  Asset  Management. 
The  successful  candidate  will  have  overall  responsibility  for: 

•  The  management  of  the  trust  and  endowment  lands,  trusts,  endowments  and  other  such  funds  of  the 
System  in  such  a  manner  as  to  maximize  the  monies  available  for  excellence  in  all  activities  of  the 
System. 

•  Policies  on  receipt,  disbursement,  and  custody  of  funds;  terms  of  depository  agreements  with 
banks;  and  for  custody  of  those  securities  not  otherwise  in  the  custody  of  the  State  Treasurer 

•  Preparation  of  debt  issues. 

•  In  coordination  and  cooperation  with  the  Office  of  Business  Affairs,  the  formulation  and  presenta- 
tion of  recommendations  on  those  policy  matters  which  have  a  direct  bearing  on  issues  affecting  the 
Permanent  University  Fund  Lands. 

•  The  Vice  Chancellor  for  Asset  Management,  with  approval  from  the  Office  of  Business  Affairs, 
shall  jointly  sign  documents  forwarding  debt  issues  for  approval  by  the  Board  of  Regents. 

•  Directly  through  his/her  reports,  the  implementation  of  policies  and  actions  approved  by  the  Board 
regarding: 

—  Investment,  management  and  administration  of  all  endowment  funds  belonging  to  the  System 
and  its  component  institutions,  including  the  Permanent  University  Fund  and  all  trust  and  spe- 
cial funds. 

—  Presentations  to  the  Board  of  periodic  reports  of  the  status  of  the  fund 

—  Consultation  with  the  Executive  Associate  for  Economic  Affairs  regarding  the  development  of 
long-range  plans  for  management  of  the  economic  resources  of  the  System 

Candidates  must  possess  a  Bachelor's  degree  in  Finance  or  Accounting  and  a  Master's  degree  in 
Bu:>iness  Administration.  A  minimum  of  20  years  of  professional  experience  in  which  the  last  10  have 
been  spent  in  finance  positions  of  increasing  responsibility  and  through  which  a  thorough  grounding 
in  the  fundamentals  of  equity  and  fixed  income  investments  was  gained.  Candidates  must  have  a 
proven  background  in  managing  funds  in  excess  of  $4  billion  dollars.  A  polished  and  professional 
bearing  as  well  as  excellent  written  and  verbal  communication  skills  are  a  must.  Interpersonal  skills  to 
effectively  deal  with  internal  and  external  clients  while  maintaining  strict  independence  of  thought 
and  action  arc  required. 

The  University  of  Texas  System  is  comprised  of  15  component  institutions  located  throughout  the 
State  of  Texas,  and  has  combined  enrollment  of  over  140.000  students.  This  position  is  with  The  Uni- 
versity of  Texas  System  Administration,  located  in  Austin,  Texas,  with  responsibility  for  the  central 
management  and  coordination  of  The  University  of  Texas  System. 

Salary  is  negotiable.  Applications/ nominations  should  be  sent  to: 

The  University  of  Texas  System  Administration 

c/o  Kom/Fcrry  International.  1 100  Milam  Building,  #3400  Houston,  TX  77002 
This  position  is  open  until  filled.  An  Equal  Opporlunilyl Affirmative  Action  Employer 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  cnihroiJcrcd  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Free  shippiny  for  international  orders.  For  a  price  list  and 
catalogue  please  call:  1-800-847-4478 

Fax  1-718-782-4614 

The  Queensboro  Shirt  Company 

Dept  F24.  119N  llthScGreenpoint,  NY  1121! 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
eind  relieve  back  pain. 

>  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

>  Forward-tilt 
feature 


Rsi<-mav*^r     FREE  Color  C*t»lo9 
PaCKjaver     i.800-25l-2225otwritt 

53  Jeffrey  Ave  .  D«pl.  Wt.  Holliston.  MA  01746 


GRAND  CHOCOLATE 
PIZZA,. 

Corporate  Gift  Giving 
At  its  Best 

Next  Day  Gitt- Wrapped  Delivery  Available 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 


GOLF  GIFTS 


You  give  ts  the  photo  or  logo, 
we  II  put  It  on  the  ball ! 


Send  us  any  color  or  b&w  photo  or  logo. 
Your  nhoto  is  resized 
una  imprinted  in 

b&w  on 
Spalding®  golf 
balls  with 
unsurpassed 
clarity.  2-4 
week' delivery. 
Photo  returned. 

Che<  ks  payable  to: 

Q0irSh0tS*DepLF 

yt.aku  St. -.Suite  020 
do^        W attrt<i»ii.  M\  02172 
$29.95  add  I  doz  I-»nft*.VV4«47 

I  using  same  photo  /  logo 

plus  $5  P/H  par  doz  VISA  /  MastsrCard 

Designate  section  uf  photo  to  be  iinixinlud  un  ball 


$39.95 


VOICE  MAIL 


Complete  Voice  Mail, 
Telemarketing  Just  $199! 


BigmOuth,  PC  Magazine's 
Editor's  Choice  single  line 
voice  mail  system,  just  $199.s4h 

•  Password  Prolecled  Mailtxsxes 

•  Message  Forwarding  &  Pager  Support 

•  Ideal  For  Home  &  Office  Use 

•  Outbound  Telemarketing 

•  45  day  nrvjney  back  guarantee.  Gal  nowl 

1>800*456>4123 


whi-.m 


330  Central  Ave  ,  Dept 


148.  Fillmore.  CA 
93015 '(805)524-4700 


MISCELLANEOUS  FOR  SALE 


BUSINESS  OPPORTUNITIES 


COMPUTERS 


PERSONAL  CARE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
GemstoiKs.  Free  wholesale  catalog  siiKe 
1967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Mam  Street 

Greenville.  Kentueky  42345 

TOLL  FREE  l-800-62«-«J52 


Fbrbes:  Capitalist  Tool' 


THE 

AMERICAN 
DREAM. . . 

Success  and  time  to 
enjoy  it!  International 
Corp.  provides  support, 
training  for  this  power- 
ful, profitable  program. 
Wor1<  for  yourself. 
Unlimited  income 
opportunity.  Call  for  full 
details:     Mr.  Retcher 
800-231-0123. 


MTmflRYmfiC 


INDUSTRlESiNC 


Our  15th  year  of  DISCOUNTS 

■fcndy*  Computers 

Radio  Shack'  phones     .  and  more 

Toll  Free  800-231-3680 
22511  Kaly  Fwy.  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


For  Information  on 
Forbes/Market  Classified; 
Call  Linda  Loren 
212-620-2440 


STOP  SWEAT. 
6  WEEKS 

Drlonlc*  Is  an  in- 
credibly more  effec- 
tive way  to  combat 
excess  sweat  — 
without  chemicals. 
Electronic  treatment 
gives  6  weeks  dry- 
ness. Reusable  — ( 
safe  &  effective  sayl 
10  medical  books. 
Send  for  free  information. 

GENERAL  MEDICAL  CO    Dept    FOB  52 
1935  Armacost  Avenue 
Los  Angeles.  CA  90025 


FEET 


STREETWALKER 


EDITEOBYTNOMASJAFFE 


A  market  for  traders 

Lak,  lASJ  lAM,,  with  the  Dow  below 
2900  and  the  C'assandraus  much  in 
evidence,  chief  market  analyst  Robert 
Ritter  of  Ladenburg,  J  halmann  ik 
C,().  concluded  the  market  was  mak 
ing  a  double  bottom,  after  which  it 
traditionally  goes  up.  He  predicted 
the  Dow  industrials  would  again  flirt 
with  3000  before  1991  ended.  Ritter 
was  better  than  right;  the  Dow  closed 
out  the  year  at  3169  and  hit  a  record 
3290  in  early  March. 

Now  that  the  Dow  is  off  some  2%, 
to  a  recent  3214,  what  does  Ritter 
foresee? 

In  January,  Ritter  says,  more  stocks 
in  the  s«ci'  500  made  new  highs  than  at 
any  time  since  1986,  Historically,  he 
goes  on,  six  months  after  technical 
strength  of  this  sort  prices  are  general 
ly  equal  to  or  above  those  highs.  Hut 
there's  also  a  seasonal  indicator  to 
take  into  account,  says  Ritter:  The 
.second  c|uarter  tends  to  be  a  weak  one 
for  the  market.  So  for  the  next  month 
or  two  Ritter  believes  the  market  will 
mark  time  or  perhaps  decline  by  as 
much  as  5%.  From  here,  that  could 
mean  a  drop  on  the  Dow  to  below 
3100.  liut  as  spring  ends  he  fully 
expects  a  rally  to  new  highs. 

Beyond  the  summer?  Trouble.  Rit- 
ter is  looking  for  a  reaction  late  in  the 
third  quarter,  and  a  nasty  period 
around  election  time. 

II  Ritter  is  right,  the  rest  of  the  year 
will  be  a  time  for  traders  to  trade,  and 
for  long  term  investors  to  sit  on  the 
sidelines  or  to  buy  only  on  weakness. 

Pro  Molex 

Si  NCI-;  mid  January  the  share  price  of 
Molex  Inc.,  the  $708  million  (sales) 
manufacturer  of  electronic  intercon- 
nection products,  has  ilropped  25%, 
to  a  recent  29'/2  o  t-c.  Investors  are 
worried  by  the  prospect  of  slow 
growth  in  two  of  the  Lisle,  111.  based 
company's  markets:  Japan,  which  ac- 
coimts  for  35%  of  Molex's  sales,  and 
I-urope,  nearly  20%  of  sales. 

But   analyst   Mark   I  lassenberg  of 
Donaklson,  I-ulkin  i^-  Jenrette  thinks 
the  market  has  oxcrrcacied.  lor  one 
thing,  roughly  OO'Xi  of  what  Molex 
makes  in  lapan  is  exported,  ami  there 
fore  less  affected  by  the  current  weak 
ness  of  lapan's  economy.  More  im 
portant,    Molex's    I'.S.    operations 
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have  been  str(ing.  And  its  business  in 
Southeast  Asia  continues  to  grow 
well.  All  told,  sales  in  the  U.S.  and 
S(jutheast  Asia  represent  over  40%  of 
total  revenues. 

Molex  has  a  slew  of  new  products, 
t(K>.  For  instance,  it  provides  100%  of 
the  connector  products  for  the  new 
IHM  notebook  c(;mputer,  and  over 
80%  of  thtxse  for  Matsushita's  version 
of  the  notebook. 

Hassenberg  expects  earnings  for 
the  fiscal  year  ending  June  30  to  be 
$1.34  a  share,  about  flat  with  the 
previous  year.  But  he  estimates  Molex 
will  earn  around  $1.60,  up  19%,  in 
fiscal  1993.  Near-term  sk^wness 
aside,  Hassenberg  thinks  Molex  is 
about  to  enter  several  years  of  15%- 
plus  sales  growth  and  20%-plus  earn- 
ings gains.  He  says  the  stock,  which 
traditionally  has  sold  for  P/Hs  in  excess 
of  20,  is  good  value  at  18  times  his 
estimate  for  the  coming  year. 

There  are  50  million  common  and 
class  A  shares. 

Highway  men 

ViJi.(,AN  Ma  I  I-.RIALS  Co.  is  the  largest 
U.S.  producer  of  construction  aggre- 
gates, key  components  of  the  con- 
crete used  in  highways,  public  works 
and  other  types  of  construction.  This 
accounts  for  about  two-thirds  of  sales 
($1  billion  last  year)  and  earnings;  the 
rest  comes  from  industrial  chemicals. 
Last  year  both  businesses  were  weak, 
and  the  Birmingham,  Ala. -based 
company  earned  just  $1.81  a  share 
from  operations,  down  more  than 
40%).  (This  excludes  a  net  writedown 
of  $26.8  million,  or  43  cents  a  share.) 

Near  term,  says  analyst  ('ornelius 
Sewell  of  New  York's  Argus  Research, 
a  cyclical  pickup  in  both  construction 
and  the  chemicals  market  should  help 
Vulcan's  earnings  recover  to  $2.65  a 
share  in  1992.  Long  term,  the  aggre 
gate  business  will  get  a  lx)ost,  thanks 
to  a  recently  passed  highway  bill  that 
will  increase  by  about  40%.-  to  $120 
billion — federal  funds  available  for 
highway  construction  and  mainte 
nance  during  the  next  five  years. 

Although  \'ulcan's  stock — recent 
NYSi  price  of  38'/^2 — is  close  to  its  12 
month  high,  Sewell  notes  that  the 
shares  are  still  20%  below  their  record 
level  of  1989.  He  also  cites  the  com 
pany's  underlying  financial  strength. 
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A  Vulcan  crushed  stone  quarry 
Reconstructing  earnings. 


Iv<:)ng-term  debt  is  just  14%  of  capital 
From  1986  through  1990  Vulcan'j  'm^, 
return  on  equitv'  averaged  nearly  20%. 
last  year  it  dropped  to  10%.  Sewclr 
points  out  that  his   1992  earning; 
estimate  in.plies  an  roh  of  only  abou 
14%,  so  there's  plenty  of  room  foi, 
Vulcan's  profitability  to  improve  tc^  ^s 
former  levels.   He  thinks  the  stock, 
could  hit  $60  over  the  next  t^\'0  years 
There  are  38  million  shares. 


The  knock  on  Nashua 

Nashua  Corw  (sales,  $526  million 
has  three  good  businesses:  mail  ordei 
photofinishing,    supplies    for    office 
copiers  and  coated  paper  products.  Ir 
1990  the  Nashua,  N.H.- based  com 
pany  sold  its  international  office  sys 
tems  business  for  $202  million  in  cash, 
and  debt  assumption,  and  used  some- 
of  the  proceeds  to  buy  back  2.7  mil 
lion  shares,  or  30%  of  its  stock.  (There- 
currently  are  6.3  million  shares  out- 
standing.) The  balance  sheet  also  is, 
strong.  Long  term  debt  is  just  16%  oN 
total    capital;    there's    S30    millioiT, 
(about  $4.75  a  share)  of  cash  in  the 
till.  Recent  st(Kk  price:  26V<2. 

But  Nashua  has  m\  Achilles'  heel:  It 
manufactures  magnetic  disks,  or  thin- 
film  media,  for  information  storage  in 
computers.  Here  the  technoU)gy  is 
changing  rapidly,  and  Nashua  has  | 
been  having  trouble.  Last  year  this 
division  had  an  operating  loss  of 
$23.1  million,  or  more  than  $3.50  a 
share.  Its  re\eiuies  dropped  37%,  to 
$8ft  million.  The  division  knixked 
Nashua's  earnings  to  just  42  cents  a 
share,  down  from  $2.73  in  1990. 

Yet,  since  Decemlx'r,  Nashua's  Big 
Board  stiKk  has  climbed  nearly  50%. 
The  reason:  It  UH>ks  like  the  computer 
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Iroducts   division   could   return   to 

rcak-even   by  later  this  year,  says 

iiiyst  B.  Alex  Henderson  of  Pruden- 

ial  Securities.  Production  yields  are 

ill  lagging,  but  Seagate  Technolog}' 

^as  put  in  a  strong  order  with  Nashua; 

has  Conner  Peripherals. 

Henderson  thinks  Nashua's  earn- 

igs  will  recover  to  52.20  a  share  this 

[ear  and  hit  S3. 40  in  1993.  With  the 

tock  selling  for  just  eight  times  his 

1993  estimate,  Henderson  thinks  it 

an  climb  another  30%,  to  35,  over 

llhe  next  12  months.  Mario  GabeUi's 

iinds  own  9%. 


ield,  plus 

TL.\NTA  G.\s  LIGHT  Co.,  the  largest 
atural  gas  distributor  in  the  South - 
ast,  serx'es  nearly  1 .2  million  custom- 
rs,  more  than  60%  of  whom  are  in 
reater  Atlanta.  In  late  November  the 
eorgia  Public  Ser\ice  Commission 
awarded  the  S964  million  (revenues) 
Adanta  Gas  a  S4.9  million  rate  in- 
crease effective  Dec.  1,  1991.  This 
increase  was  only  15%  of  what  the 
:ompany  requested.  Bad  news.  Since 
ast  fall,  shares  of  the  Adanta- based 
LitilitN'  have  dropped  some  15%,  to  a 
recent  NTSE  price  of  32^8. 
•  Analyst  Gregg  Lucas  of  Charlotte's 
Interstate/Johnson  Lane  sees  the 
stock's  current  weakness  as  a  buying 
opportunitN'.  He  notes  that  Adanta's 
earnings  and  cash  flow  have  been 
stable  in  the  face  of  continued  unusu- 
ally warm  winters.  Despite  the  reces- 
sion, its  customer  base  grew  2.1%  in 
fiscal  1991,  well  above  the  1.5%  aver- 
age growth  for  U.S.  natural  gas  distri- 
bution companies  last  year.  Lucas  also 
points  out  the  company  has  put  in 
place  several  rate  changes  ordered  by 
the  public  service  commission  that 
will  increase  annualized  pretax  in- 
come by  over  Sll  million.  Mean- 
while, Atlanta  Gas  recentiy  filed  a  new- 
rate  case. 

For  the  current  fiscal  year,  ending 
Sept.  30,  1992,  Lucas  estimates  At- 
lanta will  earn  S2.20  a  share.  He's 
looking  for  S2.40  in  fiscal  1993.  In 
addition,  x'X.danta  sports  an  attrac- 
tive— and  secure — current  dividend 
yield  of  6.4%.  Lucas'  12-month  price 
target  for  the  stock  is  37.  That,  plus 
the  yield,  would  work  out  to  a  poten- 
tial total  return  of  over  20%.  There  are 
23.9  million  shares  outstanding.    ^M 
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The  Hardest  Part  Of 
Giving  A  Bond  Is 

Choosing  The  Right  Size. 


'  g^  LQOaOOOOQOOEC 


/■'HJHIIi't^WWUWiJJiiVt^ 


.«i»aK£E 


coaooooooooEE 


IHtiHittii^ilH.'I.I^^Mti.'llillSill 


^^        .    >     RaiffiOGOOOOCEE 

■:00Q390OO7in}S    |m|03COC3D03QO« 


IFTTlTT^illlkWiU 


Finding  the  right  gift  for  someone  can  be  difficult  and 
time  consuming.  Unless  you  give  U.S.  Savings  Bonds.  Just 
choose  a  denomination  from  $50  to  $10,000,  and  you've 
got  the  perfect  gift  for  any  occasion.  Bonds  pay  competitive 
rates  when  held  for  at  least  five  years  and  will  continue  to 
earn  interest  for  up  to  30  years  —  guaranteed.  Give  the  gift 
that  will  fit  anvone  on  your  list  —  a  U.S.  Savings  Bond.  For 
more  information,  call  1  800  4  US  BOND. 

0|  US.  Savings  Bonds 

V     Making  American  Dreams  A  Reality 

» 

A  piihlic  scnicT  of  this  nuiKa^inc 


(Continued  from  page  23). 


I  was  grateful  for  that;  growing  up  is  hard  enough.  A  dis- 
approving or,  even  worse,  an  indifferent  parent  would  have 

made  it  insufferable. 

About  the  only  thing 
she  didn't  tolerate  was 
intolerance.  People  were 
to  be  judged  by  charac- 
ter, not  by  appearance. 

Pop  exuded  energy' 
and  strength.  This  can 
be  inspiring,  but  also  in- 
timidating to  a  young, 
less  outgoing,  less  confi- 
dent son .  Only  in  my  late 
/  ^^^^^M     teens  could  I  truly  come 

.^t.  .^^HIIHH     to  terms  ^\ith  this  dyna- 

Graduation,  1942.  mo  of  a  man  and  realize 

how  I  could  work  with 
him  and  even  thrive  and  blossom  with  him.  But  those 
understandings  and  insights  would  have  been  impossible 
without  Mother's  nurturing  and  unbounded  support 
during  those  formative  and 
precarious  years  of  childhood 
and  early  adolescence. 

While  Mom  was  quieter, 
more  easygoing  than  her  hus- 
band, she  had  grit  and  consid- 
erable courage  and  strength. 
She  had  her  five  children  by 
natural  childbirth  when  that 
was  frowned  upon.  She  didn't 
rely  on  nannies  or  baby-sit- 
ters, and  while  she  had  the 
means  to  avoid  all  the  chores 
of  raising  children,  she  did 
not.  Mom  for  several  years 
managed  our  ranches  in  Wyo- 
ming and  Montana.  When  she  got  hurt  emotionally  or 
physically,  she  rarely  complained.  Going  to  a  doctor  was  a 
last,  not  a  first,  resort. 

While  she  and  Pop  loved  each  other,  their  different 
personalities  ultimately  made  them  incompatible.  It  was 
she  who  demanded  a  divorce  after  39  years.  But  like  Pop, 
she  was  too  strong,  too  sensible,  too  sensitive  to  let  this 
breach  poison  her  attitude  to  him  or  to  life.  At  holidays — 
Thanksgiving,  Cvhristmas,  Easter — we  all  celebrated  to- 
gether, with  a  growing  number  of  grandchildren,  as  before. 
Mom  was  also  practical.  For  a  couple  of  summers  during 
my  preteen  years,  Pop  hired  a  highly  recommended,  gifted 
college  student  to  be  a  complete  tutor,  teaching  us  each 
day  a  variety  of  athletic  activities:  archer*',  horseback 
riding,  tennis,  swimming,  baseball.  At  night  we  were 
exposed  to  the  giwit  books  of  Western  civilization. 

It  was  a  nifty  idea,  but  it  was  a  flop  with  us  kids.  One  of 
these  tutors  read  us  Vhc  Iliadov  ibc  Odyssey.  The  only  thing 
I  remembered  vas  that  there  was  a  character  called  Hec 
tor,  and  the  reason  I  remembered  hini  was  that  at  the  time 
there  was  a  cartoon  character  called  Hector  the  Horse. 


In  Wyoming  with  her  favorite  horse. 


Mom  suggested  that  we  dispense  with  the  programmed 
approach  and  instead  spend  summers  in  Wyoming,  which 
she  had  done  as  a  child.  She  was  right.  From  the  car  drives 
there,  I  learned  more  about  the  U.S.  than  I  ever  did  from 
social  studies  or  geography.  (I  also  learned  that  western- 
style  riding  is  infinitely  easier  and  more  fun  than  English.) 
Those  tutored  summers,  though,  were  not  a  total 
waste — they  gave  me  a  lifelong  aversion  to  social  engi- 
neering. I  instinctively  understood  why  communism's 
attempt  to  remold  human  nature  was  doomed  to  failure. 
Lung  cancer  is  cruel  to  its  victims.  But  Mother  never 
succumbed  to  self-pity.  The  hospital  asked  Mom  if  she 
would  sign  a  living  will,  which,  in  effect,  meant  that  no 
heroic  efforts  would  be  made  to  keep  her  alive  when  the 
disease  reached  its  final  stage.  She  would  have  none  of  it. 
She  had  no  desire  to  be  hooked  up,  forever  unconscious, 
to  a  respirator,  but  she  would  brook  nothing  that  sug- 
gested a  defeatist  attitude. 

There  was  no  bravoira  in  this,  no  ringing  proclamations. 
She  quietly  made  it  clear  that  while  she  wanted  to  die  with 
dignity,  in  her  home  if  possible,  she  would  fight  to  the 

end,  no  matter  how  painful. 

She  did  die  at  home  with 
several  of  her  children  at  her 
bedside.  In  death,  as  in  life, 
she  taught  us  by  example. 

Some  of  my  warmest 
memories  growing  up  come 
from  those  periodic  bouts  of 
childhood  illnesses — mumps, 
measles,  chicken  pox,  bad 
colds.  Mom  would  spend 
considerable  time  reading  to 
us.  She  also  gave  us  plenty'  of 
soup,  Jell-O  and  custard.  In 
her  final  days,  we  had  the 
chance  to  reciprocate.  She 
could  barely  open  her  eyes,  so  we  read  to  her.  She  had 
trouble  eating,  so  we  fed  her  Jell-O.  At  first  it  was 
disconcerting,  but  then  comforting  for  us  to  be  doing 
for  her  at  the  end  of 
her  life  what  she  so 
willingly  had  done 
for  us  during  the 
early  years  of  ours. 

With  our  parents 
now  dead,  we  can 
fully  realize  that 
there  is  beaut>',  dig- 
nity and  courage  in 
the  small  things  of 
life  as  well  as  the 
large,  in  the  unnoted 
as  well  as  the  noted. 
And  most  reassuring 
of  all,  that  there  is 
truly  more  than  one 
path  to  heaven.     IB 


Two  very  different  people. 
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The  most  precious  thing  you  can  own 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  comeT 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WA5 
Ft.  Garland,  CO  81 133. 


Obtain  the  Propetiy  Report  required  by  Federa'  aw  nrd  'caci  •  t  (->' 

judged  the  merits  or  value  if  arr, 

statement  has  been  filed  with  ti^ 

o(  the  sale  or  lease  or  otter  foi  ^  .1 

upon  the  merits  of  such  of 
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'  Lava  Lamps.' 

Polyester.  Bronzed  Baby  Shoes.  Dinette  Sets. 
Hobby  Horses.  Gerbils.  Chicken  Pox.  Lacrosse  Camp. 
College  Loans.  Tennis  Elbow. 
■  Fortysomething. 

P       Your  love  prevailed  through  it  all. 


*•/' 


•t  I 


The  25th  Anniversary  Diamond. 
A  brilliant  celebration  of  the  loving  marriage. 


:^ 
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I/>is  neck/mr  fcdtures  a  fiuvnonfi\emer  <:to*ie of 2.2  dintts.  2'irh  Anriiirfy,iry  Dumouf/ Jtur/iy  l<  . 
through  thi'si' fine  jewelers  or  call  Paul  Klcd\t  hie.  ,ir  1 -8()0-9JJ-'iJ'4S.  Desttpis:  bPK  he.  1992.  Atii,ir.. 
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Hamiltoji 


Banter's 


LiLx  Bond  &  G)ieer 


FLASHBACKS 


EDITED  DY  DERO  A.  SAUNDERS 


[he  more  things  change . . ." 
years  ago  in  Forbes 

|r()M  THE  ISSUE  OH  Apr.  29,  1922) 
\ 


iarty  LA.  Special:  Dutch  windmill 
•plica  sells  baked  goods  in  Los 
bigeles  in  1922. 


'More  than  $5  billion  has  been 
dded  to  the  market  value  of  Ameri- 
an  securities  during  recent  months. 
This  has  increased  the  wealth  of  per- 
haps 10  million  owners  of  bonds  and 
stocks.  .  .  .  The  wealth  of  our  huge 
agricultural  population  likewise  with- 
in recent  months  has  been  increased 
tremendously  through  a  40%  rise  in 
com,  wheat,  hogs  and  other  products 
of  the  farm,  thus  enabling  the  farmers 
to  overcome  most  of  their  financial 
troubles.  ..." 

"Today  holders  of  public  utility 
stocks  and  bonds  are  fourth  in  num- 
ber in  the  U.S.,  being  exceeded  only 
by  holders  of  ( 1 )  government  bonds, 

(2)  state  and  municipal  bonds,  and 

(3)  railroad  securities." 

60  years  ago 

vFrom  iHK  issL'E  OF  May  1 ,  1932) 
"Settlement  of  American  debts  by 
foreign  governmental  and  other  bor- 
rowers has  broken  down;  defaults  ga- 
lore impend;  one  nation  after  anoth- 
er, taking  a  leaf  ft-om  America's  book, 
is  enforcing  drastic  measures  to  shut 
out  American  goods  by  tariff  levies 
and  by  arbitrarily  fixing  import  quo- 
tas. And  resentment  is  expressed  here 
that  other  countries  should  play  the 
game  America  was  so  long  allowed  to 
play  one-sidedly!" 


"Wages  and  salaries  have  been  re- 
duced by  four  out  of  five  business 
concerns,  a  tabulation  of  data  revised 
to  date  in  a  survey  being  conducted  by 
the  National  Industrial  Conference 
Board  reveals." 

50  years  ago 

(From  THE  ISSUE  OF  May  1,  1942) 
'^Underlying  many  Washington  war- 
time phenomena  is  the  diflficulty  of 
convincing  ever\'body  that  nobody  is 
taking  advantage  of  them.  Capital  and 
labor  are  both  willing  to  sacrifice  but 
want  to  make  sure  the  other  fellow  is 
making  his  contribution.  Consumers 
hoard  because  their  neighbors  do. 
Politicians  won't  cease  political  bick- 
ering until  the  other  side  does.  Con- 
gressmen are  flooded  with  protests 
ft-om  constituents  who  insist  they  are 
doing  their  part  but  point  a  finger  at 
somebody  else." 

"Slated  for  curtailment  or  elimina- 
tion soon:  civilian  production  of  oil 
burners,  coal  stokers  for  residential 
and  commercial  use;  iron  and  steel 
warm  air  furnaces;  cast  iron  soil 
pipe,  phonograph  records  and  radio 
transcriptions." 


Giant  bus  designed  to  transport  World 
War  II  workers  to  and  from  war  plants. 

25  years  ago 

(From  THE  ISSUE  OF  May  1, 1967) 
"At  present,  the  maximum  base  for 
the  Social  Securitv'  tax  is  S6,600  a 
year.  The  plan  is  now  to  broaden  this 
base  to  $7,800  next  year,  $9,000  in 
1971,  and  stcadilv  thereafter  until  it 
reaches  $10,800  in  1974.  At  the  same 
time,  the  Social  Security  tax  rate  will 
graduallv  be  raised  from  the  present 
4.4%  to  5%." 

"  'They  really  don't  want  to  make 
money.  They  just  want  to  lose  a  little 
less.'  The  man  who  made  that  state- 
ment is  Jack  J.  Dre\iiis  Jr.,  chairman 


of  the  board  of  the  Dre^'fiis  Fund,  but, 
of  course,  he  wasn't  speaking  for  his 
shareholders.  That  should  go  without 
saying.  He  was  speaking  for  a  group  of 
fellow  multimillionaires.  ...  All  of 
them  have  one  thing  in  common: 
Thev  own  and  race  horses." 


10 

(From  the  issue  of  Apr_  26,  1982) 


years  ago 


Textron  founder  Royal  Little  at  a^  86. 


"In  the  62  years  I've  been  in  busi- 
ness, I've  never  seen  a  recession  like 
this  one.  Interest  rates  have  always 
gone  down  before.  I  had  predicted 
last  fall  that  unemployment  would  go 
up  to  10%  and  interest  rates  would 
drop  to  12%.  It  looks  like  I'm  going  to 
be  prett)'  close  on  the  unemployment, 
but  it  looks  like  I'm  going  to  be 
wrong  on  interest  rates." 

-Textron  founder  Royal  Little 

"Like  a  'free'  Rolls-Royce?  Model 
and  color  of  your  choice?  There  is  one 
small  catch.  To  get  the  Rolls,  you  have 
to  buy  an  $  1 1  million  condominium 
penthouse  on  Los  Angeles'  Wilshire 
Boulevard.  Jody  Sherman,  the  devel- 
oper of  the  'ultimate  luxun."  condo,' 
The  Wilshire  House,  is  offering  a 
Rolls  to  anyone  who  will  buy  one  of 
her  7,000-square-foot  penthouses." 

"U.S.  exports  have  been  tailing  while 
imports  of  such  goods  as  steel,  autos 
and  electronics  have  risen  rapidly.  The 
reason,  of  course,  is  that  foreign  cur 
rencies  have  plummeted  versus  tlic 
U.S.  dollar.  The  German  mark,  for 
example,  has  lost  nearly  30%  of  its 
value.  .  .  .  This  has  set  oft'  an  export 
blitz  aimed  at  the  U.S.  Bad  nc\\3 
forGM."  ^ 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


One  cannot  walk  into  an 
April  day  in  a  negative 
way.  With  spring,  each 
man's  plans  and  hopes 
result  in  new  efforts, 
fresh  actions. 

All  of  which  has  a 
mighty  important  hearing 
on  the  economy.  There 
are  those  of  us  who  think 
that  the  psychology  of 
man,  each  and  together, 
has  more  impact  on 
markets,  business, 
services  and  building 
and  all  the  fabric 
of  an  economy  than 
all  the  more  measurable 
statistical  indices. 


-Malcolm  Forbes 


An  artist  is  a  dreamer 
consenting  to  dream  of  the 
actual  world. 
-George  Santayana 

The  dignity  of  the  artist  lies 
in  his  duty  of  keeping  awake 
the  sense  of  wonder  in  the 
world.  In  this  long  vigil  he 
often  has  to  var)^  his  methods 
of  stimulation;  but  in  this 
long  vigil  he  is  also  himself 
striving  against  a  continual 
tendency  to  sleep. 
-G.K.  Chesterton 

The  aim  of  every  artist  is  to 
arrest  motion,  which  is  life, 
by  artificial  means  and  hold 
it  fixed  so  that  a  hundred 
years  later,  when  a  stranger 
looks  at  it,  it  moves  again 
since  it  is  life. 
-William  Faulkner 

If  a  man  have  a  genius  for 
painting,  poetr)',  music, 
architecture,  or  philosophy, 
ho  makes  a  bad  husband, 
and  an  ill  provider. 
-lUi  I'M  Walix)  Fmerson 


A  Text ... 

Only  take  heed  to  thyself, 
and  keep  thy  soul  diligently, 
lest  thou  forget  the  things 
which  thine  eyes  have 
seen,  and  lest  they  depart 
from  thy  heart  all  the  days 
of  thy  life:  but  teach 
them  thy  sons,  and  thy 
sons'  sons. 
-Deuteronomy  4:9 


Sent  in  by  Lee  Ellsworth,  Saga- 
more Hills,  Ohio.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


The  genuine  artist  is  as  much 
a  dissatisfied  person  as  the 
revolutionary,  yet  how 
diametrically  opposed  are 
the  products  each  distills 
from  his  dissatisfaction. 
-Eric  Hoffer 

I  am  the  most  curious  of  all 
to  see  what  will  be  the  next 
thing  that  I  will  do. 
-Iacques  Lipchitz 

The  artist  isn't  particularly 
keen  on  getting  a  thing  done, 
as  you  call  it.  He  gets  his 
pleasure  out  of  doing  it, 
playing  with  it,  fooling  with 
it,  if  you  like.  The  mere 
completion  of  it  is  an 
incident. 
-WillIam  McFee 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  tO:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


An  artist  cannot  speak 
about  his  art  any  more 
than  a  plant  can  discuss 
horticulture. 
-Jean  Cocteau 

An  artist  cannot  get  along 
without  a  public;  and  when 
the  public  is  absent,  what 
does  he  dor  He  invents  it, 
and  turning  his  back  on 
his  age,  he  looks  toward  the 
future  for  what  the  present 
denies. 
-Andr£  Gide 

An  artist  carries  on 
throughout  his  life  a 
mysterious,  uninterrupted 
conversaton  with  his  public. 
-Maurice  Chevalier 

I  don't  think  it's  very  useful 
to  open  wide  the  door  for 
young  artists;  the  ones  who 
break  down  the  door  are 
more  interesting. 
-Paul  Schrader 

Comic-strip  artists  do  not 
make  good  husbands,  and 
God  knows  they  do  not  make 
good  comic  strips. 
-Don  Herold 

Artists — by  definition 
innocent^-don't  steal.  But 
they  do  borrow  without 
giving  back. 
-Ned  Rorem 

An  artist  conscientiously 
moves  in  a  direction  w  hich 
for  some  good  reason  he 
takes,  putting  one  work  in 
ft-ont  of  the  other  with 
the  hope  he'll  arrive 
before  death  tncnakes  him. 
-John  Cage 

No  great  artist  ever  sees 
things  as  they  really  arc. 
If  he  did  he  wxnild  cease 
to  be  an  artist. 

-Osi  AR  VVlLDK 
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SUPPLEMENT 


TO      FORBES      MAG 


THE  TRUE  HISTORY  O 

PARNELLI  lONES  ON  BANKERS'  H 

POLISH  NYWIPHS,  HOT  TO^  TROT  (Hid  lUOie 


WHArA  MAGNIFICENT  DAT  FOR  SAILING.  A  constant  breeze  starboard  side. 
Not  another  boat  in  sight.  And  the  most  serene  water.  Such  ideal  conditions  provided  us 
with  the  smoothest  course  I  had  ever  navigated.  It  was  all  the  inspiration  I  needed  tol 
rechristen  this  heavenly  vessel.  Would  it  be  sacrilege,  I  wondered,  to  rename  her  "T/^tl 
GleTifiddich"}  No,  I  corrected  myself.  It  would  be  my  usual  tendency  toward  exaggeration. 


(^mrr//^ 


Pure  malt  Scotch  with 
extraordinary  charactkr. 


Not  blkndkd  with 
grain  whi8kiic8. 


Distilled  and  bottled  by 
THE  Grant  family  since  1887. 


Not  matched  by 
any  blend. 


To  SKND  A  OIFT  OF  <?I,KNKII>nirH   ANYWIIKHK  IN  TlIK   IT.S.,   CAI.I.    1 -800-a«8-437:». 
Void  wiierk  proiiihitkd.  Botti.ko  in  »»i-«>ti.ano.  4S«  Alo/Voi.  «8«i  PROorl.  vS^Wiuuam  OI«A^^^  *  Sox*  Ino..  Nkw  Y»«k.  NY  lOOHO 
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)  1992  Great  Waters  of  France,  inc 


. 


■New  York's  Time  Cafe. 

at  the  corner  of  Lafayette  and  Great  Jones. 

Where  East  Village  meets  west  and 

Uptown  meets  Down. 


Perrier.  Part  of  the  local  color. 
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//  has  happened  here — /;;  Alliance,  Neb. 
Page  50 

A  First-Class  Obsession 


To  you,  they're  post  offices.  To  Howard 

Steinberg,  Pfizer  exec,  they're  photo  ops. 

Page  52 


I 
I 


CONTRIBUTORS 

Robert  Forbes 

Christopher  Buckley 

Duncan  Christy 
Mark  Grischke 

Neai.  Santelmann 
Allison  Moir 

Geokkrey  Norman 

G.  Gordon  LuiOY 

Peter  Occhioorosso 

Alexander  Isley  Desicn 

Ellen  Dweck 
Evelyn  Mnc:HELL 

John  Romeo 

Janh:s  Clxnelli 

F)d\\\ri)  B.  N!or(;an 

RoBERI    E.  C^RAVVKORD 


CopyriRlit  ©  1W2  Korhcs  Iik'.  All  rights  rescrxcd. 


The  True  History  Of 
The  America's  Cup 

What  they  never  dared  to  tell  you  about 

the  world's  most  coveted  ewer. 
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The  Banker's  Hot  Rods 


Driven  by  Mr.  Parnelli  Jones. 
Page  62 

Big  News  From  Big  Sur 

The  brand-new  Post  Ranch  Inn  . 
Page  66 


Cactus  Makes 
Perfect... 


.lamps.  Tme  American  originals. 
Page  70 
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Camp  Right  Stuff 

Hello  Miidder.  Hello  Houston. 
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Grand  Rapids 

Rafting — and  stuffing — yourvray  down  i 

the  spectacular  Chilcotin  Rivrr. 
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The  Hottest  Nymph 
In  The  World 


And  we're  not  talking  Lolita. 
Page  86 

Cruising  The  Coastline 
Of  The  Gods 


Whctr  man  first  di.u(Krrrd  hiippinrss. 
Page  88 
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Be  the  lord  of  the  files.  \  nd  the 
spiders.  And  the  beetles. . . 
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Olympic  Eating 

Bon  appetit  in  Barcelona. 
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Hot  To  Trot 


Horsing  around  in  high  fashion. 
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find  For  The 
Armchair  Pilot... 


How  to  crash  land  a  757  and  have  fun. 
Page  110 

Le  Truckstop 
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Superior  zraterpower. 
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Sit  on  Marilyn  Monroe's  ''lips. " 
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Security 

BY  G.  GORDON  LIDDY 


mOfT/ie 

S''     "■  Sefis'ire 


It  was  during  my  mis-spent  youth 
in  tlic  service  of  our  country  that  I 
first  learned  to  respect  the  men  and 
women  of  the  United  States  Secret 
Service.  I  was  servinjj;  as  a  Special 
A^ent  of  the  Federal  Bureau  of 
Investigation  at  the  time,  and,  histor- 
ically, it  was  prior  to  the  assassination 
of  President  Kennedy. 

Before  that  terrible  day  the  Secret 
Service  was  a  very  small  organiza- 
tion; its  members  few.  Just  how  few 
can  best  be  appreciated  by  consider- 
ing that  today,  nearly 
three  decades  and 
three  attempts  on 
the  lives  of  two  more 
presidents  (Ford  and 
Reagan)  later,  there 
are  still  only  some  2,000  Secret 
Service  agents  to  a  little  over  10,000 
Special  Agents  of  the  l-'Bl.  Moreover 
then,  as  now,  the  Secret  Service  had 
a  lot  more  to  do  than  just  protect  the 
life  of  the  chief  executive;  investiga- 
tion of  the  counterfeiting  of  U.S.  cur- 
rency alone  consumes  thousands  of 
man-hours.  So  it  was,  in  the  pre-JFK 
era,  that  when  rc(iuired  to  protect 
the  ['resident  in  situations  involving 
very  large  crowds,  the  Secret  Service 
would  enlist  the  ad  hoc  assistance  of 
the  best  gunmen  in  the  FBI. 

When  I  left  the  FBI  Academy  I 
could  see  a  target,  draw  and  put  a 
bullet  through  it  in  a  fraction  of  a 
second — '''/loo  of  one  to  be  exact, 
measured  electronically. 

To  give  that  statistic  meaning, 
look  at  it  this  way:  I  was  27  years  old 
with  the  reflexes  of  a  Western 
Diamondback  Rattler.  My  nickname 
in  the  FBI  was  "Sudden,"  and  I 
could  kill  in  the  blink  of  an  eye.  In 
fact,  at  61,  I  reniain  possessed  of  the 
rattler's  disposition,  if  not  his  reflex- 
es, and  I  still  wouldn't  try  me  if  I 
were  you.  C.ertainly  not  before  mv 
morning  coffee  at  any  rate,  as  family 
members  w  ill  attest. 

Thus  it  was  that  I  was  called  ufion 
to  help  protect  President  Kisen- 
hovver  one  dav  v\  hen  he  addressed  a 
packed  house  in  Constitution  Hall  in 
Washington,  !).('.  .\rmed  with  a  cali- 
bre .,^8  SOikW  Special  revolver  in  a 
speed  holster  on  m\  hip  under  mv 


suit  coat,  I  was  posted  to  a  tabi 
reserv  ed  for  the  press,  located  on  th 
floor  below  the  stage  to  th 
President's  right,  about  20  feet  fr< 
him.  There  was  absolutely  nothi 
in  those  20  feet  between  t 
President  and  me,  and  I  commande 
the  entire  cleared  area  in  front  of  th 
stage  and  before  the  first  row  o 
audience  seats.  I  was  at  the  audieno 
end  of  the  table,  with  nothing  to 
right  that  could  interfere  with  my 
draw,  trying  through  the  taking  o 
copious  notes  throughout  the  speed 
to  convince  the  reporters  sitting  to 
my  left  that  I  was  one  of  them  and 
succeeding  in  fooling  no  one.  My 
orders  were,  simply,  in  the  event  of  a 
deadly  threat  to  the  President,  to  kill 
the  would-be  assailant  immediately. 

I-Ortunately,  Ike  was  his  own 
best  bodyguard:  his  leaden  oratori-^ 
cal  style  was  enough  to  induce 
sleep  in  even  the  most  crazed' 
would-be  assassin. 

Years  later,  as  Special  .\ssistant  to 
the  Secretary  of  the  Treasury,  then 
as  its  Enforcement  Legislative 
(Counsel  and,  subsequently,  as  Staff! 
Assistant  to  the  President  in  the 
White  House,  I  had  a  lot  of  contact 
w  ith  the  Secret  Service,  from  a  high 
level  administratively  down  to  prac- 
ticing pistol  marksmanship  with  the 
Presidential  Protection  Detail  in  the 
firearms  range  in  the  basement  of" 
the  Freasury  building — the  one  now 
shut  dow  n  because  the  Knv  ironmental 
Protection  .Agency  said  we  were  all 
inhaling  too  much  gunsmoke  (I  am 
not  making  this  up).  I  have  a  lot  of 
friends  in  the  Serv  ice.  Fhey  have  a 
unicjue  opportimity  to  view  those  in 
w  horn  we  citizens  invest  so  much 
trust  and  confidence,  not  to  mention 
the  fortunes  of  our  nation.  I  thought 
that,  in  an  election  year  particularly, 
readers  might  be  interested  in  a  few 
What-'Fhe-Butler-Saw  glimpses  of 
life  in  the  executive  lane. 

In  the  Kennedy  era,  the  earth 
beneath  the  White  House  and 
between  it  and  the  Treasurs  build- 
ing was  honeycombed  with  tunnels. 
1  am  told  that  most  of  them  have 
been  blocked  otTnow.  .Mthough  not 
intended  for  this  purpose,  thev  were 
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JtatroducingThe  Sharp  TwinCam. 

''<_   .      -        WithTwo  Lenses. 

It  Does  What  ' 
No  Single  Lens 
Camcorder  Can. 
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PICTURE-IIM-PICTURE 
ONE-TOUCH  IIMSTANT  12X  ZOOM 
BUILT-IN  6S'>  WIOE-ANGLE  LENS  _ 

Finally,  someone  has  created  a  camcorder  with  distinct 
advantages.  The  remarkable  1\vin(  am'"  from  Sharp. 
'  ^     liie  only  camcorder  in  the  world  to  build  two  lenses  into 
;  one  sleek,  lightweight  design. 

The  first  lens  is  an  excluswe  uide-angle  lens  —  to  capture 
an  entire  scene,  not  just  a  part  of  it.  The  second  lens  is  a 
powerful  zoom  lens  —  to  catch  small  but  important  details. 
Together,  these  two  lenses  let  you  combine  wide-angle 
nd  close  up  shots  in  one  frame  with  TwinCam's  unique 
,  icture-in-picture  feature.  Or  switch  between  the  two  scenes 
at  the  touch  of  a  button,  creating  an  instant  J2Xzoom. 
j  #  J .  TWinCam  is  even  available  with  an  LCD  color  viewfinder, 
so  you  can  view  in  full-color  while  shooting.  So  why  not  move 
your  videos  to  a  new  level? 

Experience  the  exceptional  Sharp  T\*inCam  at  your 
y  nearest  Sharp  Dealer.  See  why  TVvinCam  is  the  camcorder 
that  truly  stands  alone.  i-80G-be-sharp 

'^«*p  TwinCam.  The  World's  Only  Camcorder 
WithTwo  Built-in  Lenses. 
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Putting  on  heirs:  was  the  baby  JFK's? 


used  during  JFK's  administration 
more  often  than  not  for  the  surrepti- 
tious introduction  into  the  White 
House  of  a  host  of  comely  women, 
each  destined  to  audition  for  the  role 
of  First  Lady  understudy  on  a  stage 
supported  by  coil  springs.  This  prac- 
tice occasioned  no  end  of  logistical 
headaches  for  the  Secret  Service. 
"But,"  my  high-level  informant  told 
me  during  my  Treasury  days,  "the 
all-time  worst  problem  was  when 
this  young  woman,  complete  with 
newborn  infant  in  her  arms,  showed 
up  at  the  East  Executive  side 
entrance  demanding  to  see  the 
President,  because  'this' — she  shows 
the  kid — 'is  his.' 

"The  guy  on  the  door  says,  'Aw, 
come  on.  lady.'  And  she  says, 
'Listen,  before  you  blow  me  off,  you 
better  see  The  Www  first.  Just  tell 
him is  outside.'  She  flash- 
es the  kid  at  him  again  and  says. 
^^'e'll  wait.'  Well."  continued  my 
friend,  shaking  his  head  in  disbelief 
that  had  not  waned  in  the  inter\en- 
ing  years,  "they  checked,  and 
damned  if  she  wasn't  whisked  right 
up  to  the  second  floor,  the  li\  ing 
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quarters,  and  paid  off — in  cash — 
right  on  the  spot." 

"What,"  I  asked,  "ever  became  of 
the  kid.^  I  mean,  was  it  a  bov.-  A 
girl.?" 

"I  don't  know.  I  don't  know  if  it 
was  even  his  kid.  What  it  was,  was  a 
problem,  and  they  solved  it." 

Another  Secret  Ser\ice  friend  of 
mine  told  me  Lyndon  Baines 
Johnson  "was  highly  competiti\e.  I 
mean,  he'd  give  us  fits  when  he  was 
driving  that  big  Lincoln  of  his  down 
on  his  ranch,  or  anyw  here  else  he 
could  get  behind  the  wheel,  for  that 
matter.  He'd  just  flat-out  floorboard 
it.  Naturally,  we'd  ha\e  to  catch  up 
and  get  ahead  of  him,  and  he  hated 
that.  He'd  yell  out  to  fire  the  agent 
who  passed  him.  Same  thing  in  a 
speedboat  on  that  lake  they  created 
down  there  by  damming  the  ri\er. 
He  had  a  hell  of  a  temper,  but  he'd 
get  o\cr  it  (juick.  W e'd  just  give  the 
guy  he  fired  about  three  days  off, 
then  he'd  come  back  on  duty  and 
Johnson  would  pretend  it  nc\cr  hap- 
pened. He  c\en  did  that  with  the 
guv  w  ho  wanted  to  fistfight  him." 

"What.=" 

FTI 


"It  was  w  hen  Johnson  was  I 
President,"  he  laughed.  "When 
came  over  from  the  Senate, 
brought  w  ith  him  one  of  his  favot 
girlfriends.  She'd  been  with  him 
years  and  by  that  time  she  was  g 
ting  a  little  long  in  the  tooth.  But 
still  thought  she  was  hot  stuff  and 
was  jealous  as  hell  of  her. 

"At  any  rate,  there  was  tl 
young,  real  good-looking  age 
assigned  to  the  Nice  Presiden 
detail,  and  Johnson  gets  it  into  I: 
head  that  the  kid's  after  his  gi 
friend.  So  every  chance  he  ge 
Johnson's  all  over  this  kid,  givi 
him  a  helluva  hard  time,  telling  h 
he  knows  he's  trying  to  make  it 
the  girlfriend  and  warning  him 
stay  the  hell  away  from  her. 

"Now  the  fact  was  this  worn 
could  have  been  this  kid's  mother. 
mean  there  was  just  no  ^ay  he'd 
interested  in  her.  It  was  ridiculo 
And  the  kid  just  keeps  getting  t 
ration  of  s —  from  Johnson,  and 
takes  it  and  takes  it  and  takes 
until  one  day,  the  kid  snapped, 
mean  just  totally  lost  it. 

"Johnson's  in  the  back  of  tl 
limo.  and  there's  an  agent  dri\in 
and  the  kid's  riding  shotgun — th 
right  front  seat.  He's  supposed  t 
watch  out  for  any  threat.  .\n 
Johnson's  just  all  Mrr  him  about  th 
aging  girlfriend,  and  the  kid's  n 
saying  a  word.  All  of  a  sudden,  th 
kid  shouts,  'STOP  THE  CAR!' 

"Now   the  driver  jams  on  th 
brakes.  You  see.  he  doesn't  kno 
whether  the  kid's  spotted  a  snipe 
on  a  roof  or  what.  The  limo  stops  oi' 
a  dime  and  the  kid  bails  out  of  t' 
right  front  seat,  races  around  to  tl 
passenger  door,  jerks  it  open  an 
says,  '.\ll  right,  Mr.  Nice  President' 
step  out  side  and  let's  you  and  mi. 
get  this  thing  settled  right  here  am 
now,  once  and  for  all!"' 

"CJood  God,"  I  said.  "What  hap 
pened:" 

"Johnson  looks  at  him  for  a  sec- 
ond, then  starts  roaring,  laughing. 
Like,  the  kid's  a  little  guy,  right: 
And  if  you'll  remember.  Johnson  was 
huge.  I  mean,  old  as  he  u.is  lu-  lOuKl 
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still've  belted  the  kid  all  the  way 
across  the  Potomac.  They  gave  the 
kid  a  few  days  off  and  that  was  the 
end  of  it.  But  Johnson  never  men- 
tioned the  woman  to  him  again." 

My  favorite  story  about  Lyndon 
Johnson  came  not  from  the  Secret 
Service  itself  but  from  one  of 
Johnson's  chief  aides.  Shortly  after 
my  wife,  Fran,  and  I  arrived  in 
Washington  for  the  Nixon  adminis- 
tration, we  were  invited  to  a  party  at 
the  home  of  one  of  Fran's  college 
classmates  at  the  College  of  New 
Rochelle,  the  then  Mrs.  Joseph 
Califano.  When  Trudy  Califano 
greeted  us,  she  told  us  laughingly 
that  we  were  the  "token  Repub- 
licans" at  the  party,  and  Joe 
made  us  feel  at  home  by  telling 
me  he  hoped  what  had  happened 
to  him  under  President  Johnson 
didn't  happen  to  me  under  Nixon. 
He  then  explained. 

One  day,  while  serving  as 
Johnson's  chief  domestic  policy 
adviser,  he  was  stricken  with  a 
severe  gastric  upset,  as  a  result  of 
which  he  was  forced  to  make  fre- 
quent trips  to  the  bathroom. 
Unfortunately,  every  time  he 
would  leave  his  office  for  that  pur- 
pose, the  President  would  try,  in 
vain,  to  get  him  on  the  telephone. 
Finally,  enraged  at  that  state  of 
affairs,  Johnson  called  Califano  into 
the  Oval  Office  at  the  end  of  the 
day  and  said,  "Boy,  you  don't  go 
home  tonight  until  you  get  a  phone 
put  in  your  crapper!" 

"Johnson  meant  it,"  Califano 
assured  me,  "and  if  it  hadn't  been  for 
the  Technical  Services  division  of 
the  Secret  Service,  I'd  have  never 
gotten  home  that  night.  They 
installed  a  telephone  in  the  booth 
right  away  so  Johnson  could  reach 
me  even  when  I  was  on  the  toilet." 

"How  about  the  current  crcw.^"  I 
recently  asked  another  of  my  Secret 
Service  friends.  He  shook  his  head 
wearily.  "Understand,"  he  said, 
"when  the  people  we're  protecting 
do  anything,  we  have  to  go  along.  I 
mean,  be  right  there.  And  those  poor 
people  arc  trying  to  lead  some  kind 
of  a  normal  life  around  us.  So  when 
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Neither  snow  nor  sleet  nor  the  leisure  activities  of  Chief 
Executives  shall  stay  the  Secret  Service  from  their  appointed  rounds. 


Mrs.  Quayle  went  rollerblading,  an 
agent  had  to  go  rollerblading.  Only 
he  wasn't  as  good  at  it  as  she  was  and 
he  ended  up  with  cracked  ribs. 

"Now,  her  husband,"  he  contin- 
ued, "is  not  just  a  great  golfer.  He's  a 
maniac.  He  has  no  fear.  He'll  tr^'  any- 
thing, a  double  black  diamond  run  on 
skis.  He  and  the  Mrs.  tried  to  get 
away  from  the  agents  one  day  on  a 
downhill,  and  an  agent  totally  lost  it. 
Complete  wipeout!"  He  sighed. 
"You  join  the  Service,  you  know 
someday  you  may  have  to  take  an 
assassin's  bullet,  but  what  you  don't 
know  is  that  it's  the  everyday  wear 
and  tear  of  trying  to  keep  up  w  ith 
people  like  the  Quayles  that  is  really 
going  to  kill  you.  It  just  takes  longer. 

"President  Bush,"  said  my  infor- 
mant, "is  not  the  golfer  Quayle  is.  Few 
people  are.  Quayle  could  be  a  pro.  Bur 
Bush  has  to  ha\  e  the  Olympic  speed 
recofd  for  18  holes.  He  does  it  regular- 
ly in  90  minutes.  What  he's  rtuilly 
competitix  e  about,  though,  is  bt>ating. 
He's  like  Lyndon  Johnson  with  that 
speedboat  of  his.  Bush  is  always  after 
his  mechanics  to  tunc  liis  boat  to  get 
fi\  e  more  horsepower  out  of  it  than 
ours  so  he  can  beat  us.  Mrs.  Bush 
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tries  to  beat  us  too — and  gets  avw 
with  it  sometimes." 

"Mrs.  Bush.'"  I  asked. 

"Yeah,"  he  grinned.  "They'i 
both  good  skiers,  you  know?  Mr 
Bush  is  always  plotting  to  get  h< 
husband  away  from  us  so  she  ca 
have  him  all  to  herself.  She'll  pi 
bags  in  the  car  and  tell  us  they'r 
going  to,  say,  the  mountains.  \e> 
thing  we  know  we're  w here  there 
snow  all  over  the  ground  and  we  fiOi 
she's  stashed  cross-country  skis  fc 
both  of  them  and  they  mount  up  an^ 
she  says,  'If  you  want  to  come  alon 
you  can  follow  us!'  Then  the  two  o 
them  take  off  laughing  and  head  fo 
some  cabin  for  this  romantic  inter 
hide  she's  planned  all  along." 

My  friend's  expression  grew  wist 
ful.  He  cast  his  eyes  down  and  shool 
his  head  admiringly.  "That  George 
Bush,"  he  said,  "is  a  lucky  guy." 

.\nd  not  because  he  is  President  o 
the  I'nited  States.  M 


(i.  (kirpon  Lln^^  is  thf  author  of  tht 
//flcr/ The  Monkey  Handler's /)«^- 
lishtd h  Sr.  Martin's  Pnrss.  He  openttei 
the  (i.  Con/on  l.iddy  .Kcadrmy  for  corpo- 
rate serurifv  in  Miami.  F/a. 
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1 .  "JOY  IS  MY  ONLY  ACCESSORY  THAT  DOESN'T  NEED 
CHANGING  FROM  THE  BOARDROOM  TO  THE  BEDROOM." 

2.  "A  SINGLE  WHIFF  OF  JOY  TURNS  A  RICH  MAN  INTO  A 
GENEROUS  MAN." 

3.  "Wearing  JOY  perfume  in  baccarat  crystal 

AT  THE  EXPENSE  OF  MY  EX-HUSBAND  IS  AMAZINGLY 
PLEASANT  AND  WICKED!" 

4.  "JOY  ADDS  LENGTH  TO  MY  LEGS,  WIT  TO  MY 
CONVERSATION  AND  A  BETTER  ACCENT  TO  MY  FRENCH." 

5.  "My  76  YEAR  OLD  Grandmother  WEARS  JOY,  and 

SHE'S  LIVING  WITH  HER  28  YEAR  OLD  FENCING 
INSTRUCTOR." 

6.  "JOY  IS  THAT  RARE  BOUQUET  OF  10,400  JASMINE 
FLOWERS  AND  28  DOZEN  ROSES  THAT  NEVER  NEEDS 
WATERING  AND  NEVER  DIES." 

7.  "A  DAB  OF  JOY  ON  MY  CHECK  WRITING  WRIST  HELPS 
THE  ZEROS  FLOW  WITH  EASE." 

8.  "A  SPLASH  OF  JOY  BEFORE  COFFEE  AND  CORNFLAKES 
PUTS  THE  GLAMOUR  BACK  INTO  BREAKFAST." 

9.  "JOY  BODY  CREAM  MAKES  ME  FEEL  LIKE  A  MILLION 
WITHOUT  SPENDING  A  MINT." 

10.  "I  WEAR  DIAMONDS  BEFORE  FIVE,  BLACK  BEFORE 
DARK  AND  JOY  EAU  DE  TOILETTE  BEFORE  EVERYTHING." 
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The  most  precious  flowers  on  earth  are  just  a 
few  of  the  things  that  make  JOY  the 
costliest  fragrance  in  the  world. 
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Dear  FYI, 

Summertime,  when  the  mobs  of 
tourists  arrive  to  ruin  everything,  I 
have  to  spend  time  seraping  them  up 
and  hauling  them  out.  Oughtn't  to 
be  such  a  problem.  It's  hard  to  get 
lost  in  the  mountains.  All  you  have 
to  do,  basically,  to  get  unlost  is  walk 
downhill.  Kven  cityfolk  should  be 
able  to  handle  that. 

Reback  resigned  from  the  Search 
&  Rescue  some  years  back,  claiming 
that  he'd  only  been  rescuing  people 
who  deserved  to  die.  He  is  not  a 
patient  soul,  is  Reback. 

Anyhow,  one  Saturday  in  June  we 
was  at  the  Mint  Saloon,  near  on  to 
sundown,  Reback  pickled  and 
parked  under  the  moldy  moose  head 
like  usual,  when  this  school  bus 
pulled  up  outside  and  the  doors 
opened  and  out  hopped  a  truly  out- 
landish mob  of  pcckerwoods,  wear- 
ing loincloths,  carrying  tom-toms, 
and  crude  spears,  mainly  consisting 
of  knives  taped  to  bamboo  poles. 

I  blinked  at  'em  a  few  times,  but 
that  did  not  make  them  disappear. 


Coyote  Jack 
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Ho!  Ho!  Ho! 

Reback  Encounters 

The  Iron  Johns 


Their  leader,  a  pudgy  sort  with 
white  hair  and  this  multi-colored 
vest  on  him  looked  like  my  old  Aunt 
'I'illy's  undcrdrawers,  pushed  open 
the  Mint's  swing  doors,  surveyed  the 
situation  and  raised  his  right  hand  at 
us  injun-style  and  says,  "Ho!" 

Mort's  a  worldly  sort,  being  a  bar- 
keep,  but  taking  a  cjuick  estimate  of 
the  thing  ticcidcd  he  didn't  want  no 
part  of  \\hate\er  this  dude  was  sell- 
ing. "Ho!  yerself,"  he  bellered,  grab- 
bing the  Softball  bat  he  keeps  ncath 
the  bar  for  the  settling  of  disputes. 

The  peckerwoods  mo\  ed  off  up 
the  street,  looking  for  a  ukkc  liberal 
establishment.  (Jood  luck,  I  thought, 
('losest  one  is  in  Minnesota. 

1  Jttle  while  later  Reback  and  me 
wandered  up  the  street,  on  our  wa\ 
to  Mill  ('reek  Molly's  for  some  elk 
terivaki.  when  we  passed  In  the  park 


and  there  they  all  was,  listening 
the    white-haired,    pustleguttt 
Foobah  declaiming  away  like  son 
New  Age  Elmer  Gantry. 

We  paused  for  a  moment.  He  w 
reading  from  a  book  with  a  sorr 
assed  bearded  feller  on  its  cover,  a 
I  could  not  for  the  life  of  me  ma 
any  sense  whatever  of  the  words. 

"What  in  hell's  he  savin' 
says  Reback. 

"I  believe  this  here  is  the  .Men 
Movement  and  the  white-hair 
Poobah  is  reciting  what  he  belie\  es 
be  poetry,"  I  says.  "It  is  the  com  pic 
gibberish  academics  love  and  honor 

Reback  exgurgitated  a  few  sent 
ments  which  I'll  spare  you. 

The  next  day  they  was  gone,  an 
a  good  thing  too,  we  all  agreed. 

Three  days  later  I'm  up  the  \allc 
doing  a  little  fly-fishing  when  thi 
bleeding,  stare-eyed  fool  staggers  ou 
of  a  side  canyon  and  collapses  on  th^ 
shingle  at  the  river's  edge,  moanin. 
and  twitching  and  rollin'  his  eyes. 

Why  am  I  always  so  damned  lucky 

I  dribbled  a  little  Wally  Wate 
into  his  bloody  lips,  and  he  sat  U| 
choking  and  gasping,  babbling  aboih 
a  monster  bear  and  heavy  casualties. 

Oh,  I  thinks,  I  /"//otL"  this  one. 

"1  his  bear  have  a  bald  ass?'; 
I  inquired. 

"Yes!"      gasps      the     corpsci 
"7'hat's  him!" 

"joker  the  Social  Worker!"  I  says 
Joker  the  Social  Worker  is  this  boai 
gri/./ly  who  is  genuinely  interestec 
in  folks  in  trouble,  and  like  an\ 
social  worker  he  makes  things  sc 
much  worse  than  they  were  formerly 
that  your  original  problem  pales  and 
disappears.  .\s  to  the  bald  hindcjuar-* 
ters:  few  vears  ago  I  come  back  to 
m\  hunting  camp  to  find  Joker  w  ith 
his  face  in  one  of  my  big  coolers, 
scarfing  di>wn  about  60  pounds  of 
porterlunisc  steaks.  He  was  so  intent 
on  the  grub  he  didn't  notice  me 
pouring  a  couple  gallons  of  lantern 
fuel  on  his  sununu.  but  when  I 
touched  a  match  to  it  he  noticed  all 
right,  and  he  about  tore  half  the 
mountain  dow  n  trying  to  get  away 
from  his  flaming  rear  end. 

I'.Ncr  since.  In  e  had  to  be  sorta 
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A  truly  outlandish  mob  ofpeckerwoods, 
wearing  loincloths,  carrying  tom-toms,  and  cnide  spears... 

careful  when  I'm  in  his  part  of  the      and  three  of  the  redneck  fellers 
woods.  GrizzUes  got  a  fine  sense  of     elect  to  go  up  a  mainstem  creek  i 

couple  miles  south  and  the  rest  of  us 
would  backtrack  the  trail  of  the  so- 
far  lone  sur\  ivor. 

The  trail  he'd  left  was  quite  wide 
and  clearly  marked  with  one  or 
another  exudation — to  use  a  ten  dol- 
lar word  for  sweat,  blood,  or  other 
bodily  juices — and  about  five  miles 
in  wc  crested  a  ridge  and  looked 
down  into  the  Boofner  Basin.  W  hat  a 
beautiful  sight  it  truly  was.  On  the 
far  side  I  could  sec  the  whole  of  the 
Men's  Mo\  cmcnt.  clinging  to  the 


smell  and  a  capacity'  for  grudges  sec- 
ond only  to  Moby  Dick's. 

I  got  the  macerated  dingdong 
into  my  truck  and  drove  him  down 
to  the  hospital.  I  then  got  on  the 
horn  and  summoned  four  stout  red- 
necks to  assist  me  in  rescuing  what 
was  left  of  the  Men's  Mo\ement. 
They  were  surely  in  need  of  help. 
Whilst  I  was  on  the  horn,  who 
should  appear  but  Reback. 

"FlI  be  happy  to  help,"  says  he. 
belching  \\  ally  Water  fumes. 


They  already  had  help  from  Joker      tops  of  the  pines.  Beneath,  I  could 


the  Social  Worker,"  I  says.  "Don't 
you  think  maybe  you  would  be-" 

"I  insist,"  says  Reback,  "there  is 
fellow  humans  in  trouble." 

Reback's  sen.se  of  the  Family  Of 
Man  is  about  as  liberal  as  Attila  the 
I  Inn's,  but  what  the  hell.  He'd  a  just 
tollowed  along  anyway. 

So  we  truck  the  horses  up  to  the 
side  canyon  and  jawjack  for  a  while 


hear  good  old  Joker  singing  campfirc 
songs.  His  singing,  mind,  sounds 
like  a  gra\  el  crusher  with  catarrh. 

"Well  looky,  looky."  chortles 
Reback,  having  an  attack  of  the  mirths. 

We  picked  our  way  down  into 
the  Basin,  taking  care  to  stay  down- 
wind of  Joker,  so's  he  wouldn't  get 
a  whiff  of  the  man  who'd  torched 
his  great  big  furry  behind  and 
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I  thinks  to  mysell 
maybe  it  was  jus! 
Joker's  way  of  helpin" 
you  to  get  in  touc' 
with  yer  ancestor* 
male  and  female. 

"Got  any  whiskey? 
says  Reback,  surveying  i 
campsite,  a  swill  of  plasbj 
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weenie  wrappers,  SnickcrB>^P 
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The  keening  of  all  them  treed  truthseekers  was  an  interesting  sound. 


decide  to  transfer  his  aji;grcssions 
from  the  Men's  Movement  onto 
me.  I  worked  my  way  toward  him 
nice  and  cautious.  The  keening  and 
whimpcrinf!;  of  all  them  treed  truth- 
seekers  was  an  interesting  sound, 


bars  and  cola  cans. 

"\Ve  do  not  useaichclhcli^ 
says  Pustleguts,  like  we'( 
asked  for  heroin. 

"I  don't  want  to  usi 
it,"   says   Reback, 
want  to  drink  it." 

"It    is    a    crutch,' 
says  or  Pustleguts 
"We  came  here  to  cas  JscT 
our  crutches  aside.  Tc 
he  men."  , 

Reback  gives  me  this:  ailii 
look  what  says,   youi 
missed  with  that  gun 

His     disciples     orl  -3 
whatever  they  called 
themselves  had  stopped 
shaking  and  were  gath 
ered  round,  scraping  offl 
the  pitch  they'd  coatedi 
themselves  with  shim-t 
mying  up  the  pine  trees 
in  such  a  hurrs-. 

"Our  brothers  here 
have     done     a     good 
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Gri//lics  arc  fierce — indeed,  there      thing,"  intones  Ol'  Pustleguts  to  his* 
ain't  nothin  in  Nature  fiercer,  except      Men's  Movement,  pointing  at  us 
wives — but  they  ain't  dumb.  Joker      "Let  us  show  our  appreciation.' 


recognized  force  majeu  re  y\hen  it  almost 
hit  him  in  the  face.  He  let  go  the  limb 
real  calmly  and  lumbered  off  toward 


something  between  distressed  cats  a  more  congenial  part  of  the  woods, 
and  humpback  whales  with  indiges-  "You  can  come  down  now."  I 

tion.  Presently  I  got  close  enough  to  shouted  up  at  the  Men's  Movement, 

glimpse  him.    He  was  engaged  in  who  had  stopped  their  babbling  and 


eating  the  lower  limbs  of  the  tree 
atop  of  which  was  perched  the 
Poobah,  w  ho,  I  noticed,  was  devoid 
of  his  c|uondani  multi-colored  \  est. 
It  became  clear  what  had  transpired 


mewling  at  the  most  gladsome  sound 
of  gunfire.  One  by  one  they  slud 
down,  or  Pustleguts.  or  w  hatcx  er  his 
name  was,  their  leader,  was  the  last 


Suddenly  they're  beating  their  tom- 
toms and  shouting.  "Ho!"  at  us.  Like 
this:  "Ho!  Ho!  Ho!" 

"How  many  rounds  you  got  left  in 
that  thing.'"  hisses  Reback  at  me. 
Then  Ol'  Pustleguts  goes  and  rum- 
mages in  a  box  and  pulls  out  the 
book,  the  same  one  we'd  seen  him 
reading  frimi  in  the  park.  He  opens 
it  and  scribbles  in  it  and  hands  it  at 
us  w  ith  pomp  and  circumstance  like 
it  was  a  world  peace  treaty  or  a  rec- 


to descend.  He  looked  like  he'd  lost 

upon  the  vest  when  I  saw  shreds  of  a  good  ten  pountls  up  there.  The  hair  ommendation  to  the  parole  board. 

iiuilti-colorcil  fabric  material  pro-  had  gone  a  shade  whiter,  too.  ">"ou  will  find  the  chapter  on  Zeus 

truding  from  Joker's  si/eable  jaws.  "We  were  minding  our  own  busi-  luiergy  especially  interesting,  ^ou 

I  drew  my  Roger  .44  magnum,  ness,  getting  in  touch  with  our  male  have  a  lot  of  Zeus  Energ>.  I  congrat- 

cocked  the  hammer,  and  splintered  ancestors  here  by  the  fire,  w  hen  that,  ulate  you.  I'se  it  wisely." 

the  limb  that  Joker  was  chewing  on.  that  thing  attacked  us."  he  gasps.  "Ht^!"  says  the  others  in  unis(»n. 
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**\Vould  you  care  to  bun  heads.'** 

■  Pustleguts  says. 

"Now  hold  on,"  says  Reback. 
fWTiat  are  you  calling  us?" 

"I  feel  your  anger.  I  congratulate 
l^ou  on  it.  Your  father  must  have 
^cn  dysfunctional.  All  our  fathers 
rere  dysfunctional." 

■*Gi\  e  me  your  gun,"  sa\"s  Reback- 

I  explained  to  Reback  that  his 

[cus  Energv  was  cross-wired  with 

lis  anger  for  his  sumbitch  father,  but 

lis  did  nothing  to  calm  him  down. 

le  had  that  look  he  gets  previous  to 

inflicting  grievous  bodily  injury. 

"Well,"  I  says,  "we  best  be  off. 
[It'll  be  getting  on  dark." 

"Oh  no,  we're  coming  with  you," 
Isays  or  Pustleguts.  "It's  not  safe 
Ihcre.  Tliat  fiend." 

Serious  as  I  take  my  Search  and 
Rescue  duties,  I  knew  that  if  I  had  to 
I  !ead  his  sorr\  gaggle  of  head-butting, 
ancestor-seeking  Oedipal  homunculi 
back  to  civilization  there  was  bener 
than  a  fifty-fifty  chance  of  serious 
\Tolence  'tu  een  them  and  Reback. 

"You  don't  have  a  thing  to  worry 
about,"  I  says.  "Joker  is  probably  all 
the  way  into  .\lberTa  Canada  by  now, 
having  himself  a  nice  leg  of  lumber- 
jack for  his  supp>er.~ 

"You're  sure  of  that?"  says  OV 
Pustleguts,  tentatively. 

"No  doubt  in  my  mind  at  all,"  I 
lies.  "Bears  never  return  to  a  place 
where  they  have  experienced  the 
2^us  Energ\'  of  a  .44  magnum." 

"Then  we  will  stay.  We  have 
more  head-butting  to  do." 

He  was  still  nekkid  from  the 
waist  up.  Joker  having  et  his  vest 
and  all.  And  then  I  seen  it.  Seldom 
does  life  offer  its  opportunities  so 
neatly. 

"I  would  esteem  it  an  honor  if 
you  would  wear  my  shirt,"  I  says, 
taking  off  mine.  It  was  nice  and 
gamey  wha<  with  all  the  exuding  I 
had  done  into  it  on  the  way  up  into 
:he  mountains.  This  shirt  had 
soaked  up  so  much  of  my  scent  a 
Bloodhound  in  Peking  China  woul- 
da  been  able  to  pick  up  the  trail.  I 
handed  it  to  Ol'  Pustleguts. "He  who 
wears  my  shirt  is  my  brother.  Ho." 

It  was  a  favorite  shirt  of  mine,  in 


LYNCHBURG,  TEiNNESSEE  is  a  tiny  little 
town  w^here  things  never  change  much. 

There's  a  sidewalk  bench  where  townsmen 
gather  at  the  start  of  the  day.  A  general  store 
where  Coke'  still  costs  a  dime.  And  a 
distillery  where  Jack  NewTon  Daniel 
made  Tennessee  Whiskey  way  back 
in  1866.  Of  course,  we've  spruced  up 
the  distiller}'  since  the  da\'s  Mr.  Jack 
worked  here.  But,  true  to  the  wa>'s 
of  L>^nchburg,  we've  never  changed 
the  taste  of  his  whiskey 
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"Would you  care  to  butt  heads?"  01'  Pustleguts  says. 


fact,  cxprcssinf^  as  it  did  my  entire 
philosophy  of  life:  KILL  'rHKM 

ALL.  Li:r  (;()!)  sori'  i^m  our 

AFTKRWARDS.  "I  accept  this 
offering,"  he  says,  gravid  with  Zeus 
l^nergy.  "Ho." 

I  drafi;f;ed  Reback  out  of  there 
by  the  heels  on  his  cowboy  boots. 
lie  shouted  after  them,  "(iet 
offa  my  mountain,  ya  farina-faced 
fi;()l)s  of  puke!" 

"I  fee!  your  anf!;er,"  1  says. 

"liave  you  taken  leave  of  your 
senses.?"  Reback  shrieked  at  me. 

"Mush,"  says  L  "Like  the 
(Ihinese  say,  'Do  not  understand 
me  too  (|uickly.'" 

"Ya  shoulda  finished  em  when  ya 
luul  the  chance,"  he  says,  disgusted. 
I  le  im[)recatcd  all  the  way  back  up 
the  ridge.  When  we  had  got  to  the 
spot  where  we  had  first  seen  em 
swinging  from  the  tree-tops  like 
(-hristmas  ornaments,  I  said  to 
Reback,  "Let  us  camp  here." 

Reback  looks  at  me.  "I  lere.-'  Why 
would  we  camp  here  when  there's 
not  a  saloon  w  irhin  20  miles.''" 

"Because."  I  savs,  "you  will  see 


JO  |-()KHi;s 


something  beautiful,  and  I  ain't  talk- 
ing about  the  sunset." 

"What  sort  of  sight.''" 

"'I'he  wind  is  going  to  shift  at 
dusk,"  I  says. 

"I  know  that.  So.?" 

"You  want  to  butt  heads  or  some- 
thing while  we  wait.?  Or  maybe  talk 

Reback  was 

snapping  the  heads 

off  moths  with  his 

black  bull  whip  to 

while  away  the  time, 

**Won*t  be  long  now. 

y 

about  NoiM"  dysfunctional  father.?" 

"lie  warn't  liysfunctional." 
Rel)ack  snorted.  "He  was  a  sum- 
bitch.  There  is  a  difference." 

Toward  liusk,  the  wind  shifted 
east  down  the  Hasin.  right  on  schcil- 
ule.  "WOn't  be  long  now."  I  told 
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Reback,  who  was  snapping  the  heads 
off  moths  with  his  black  bull  whip  to| 
while  away  the  time.  As  I  looked! 
down  upon  the  Basin,  I  could  almost] 
visuali/.e  all  them  molceules  of  sweat 
wafting  their  way  /ephyrously 
dow  nw  ind  toward  Joker's  olfactory 
glands.  Before  long  we  heard  the  tell- 
tale rumble.  It's  a  distinctive  sound  a 
great  old  bull  grizzly  makes  as  he 
stomps  his  way  toward  an  object  of  I 
disaffection.  Imagine  a  Ml  .\brams 
tank  covered  w  ith  fur,  chewing  its 
way  through  forest  matter  at  30-40 
miles  an  hour,  flattening  trees  and  all 
objects  animate  and  inanimate  in  its 
path  and  there  you  have  it.  Thex 
ne\er  heard  him  coming  on  account 
of  their  tom-tomming.  It's  a  fine, 
sw  eet  memor\  that  imprinted  on  my 
cranial  Kodachrome  that  evening:  the 
setting  sim,  Ol'  Pustleguts  clinging 
for  dear  life  to  that  trcetop  as  it 
swaved  back  and  (onh  like  a  bamb<K) 
stick  being  violently  shotik.  K\en 
Reback  w  as  impressed.  • 

(loviue  Jack  tcntrs  n<nr/s  t/nd xur^    * 
Hfidrr  thf  mime  "Pfter  Hov^m. " 
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Continued  turmoil  and  con- 
fusion among  the  former  Soviet 
republics  leave  little  doubt  that  the 
sword  which  struck  the  fatal  blow  to 
Communism  was  double-edged. 
The  same  tumult  which  toppled 
statues  of  Lenin  in  every  town  also 
severely  crippled  the  Soviets'  infa- 
mous cradle-to-grave  welfare  system. 
It's  increasingly  clear  that  the  Soviet 
legacy  will  not  be  one  of  a  welfare 
state  which  catered  to  a  citizen's 
every-  need,  but  of  a  government  that 
abolished  private  charities  and 
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Solutions 


"The  Tenth  Part  of 

^vhat  the  land  yields, 

whether  grain  crop  or 

fruit  from  the  trees, 

belongs  to  the  Lord..." 

(Leviticus  27:30) 
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then  abdicated  its  own  responsi- 
bility to  care  for  its  people. 

Creaking  back  into  life  after 
decades  of  suppression,  Russian 
charities  find  the  needs  many,  but 
the  reforms  necessary  to  confront 
them  few.  Ironically,  charities  are 
among  the  last  to  recei\e  and 
enjoy  new  freedoms  in  the  reorga- 
nized Commonwealth  of  Indepen- 
dent States.  Charities  must  deal 
with  both  the  effects  of  a  crum- 
bling welfare  network  and  a  go\  - 
ernment  which  has  yet  to  provide 
them  with  the  resources  or  guide- 
lines to  meet  the  challenge. 

Among  American  organizations. 
Project  Hope  commands  one  of 
the  largest  [ircscnces  in  Russia  and 
the  republics,  especially  .\rmenia. 
Designated  by  the  White  House  as 
the  lead  organization  for  I'.S.  medi- 
cal humanitarian  assistance.  Project 
Hope's  efforts  today  are  part  of  a  tra- 
dition over  M)  vears  old.  \lanv  mav 


recall  Project  Hope's  first  effort,  t| 
.S'-.S".  Hope,  the  "world's  first  peat 
time  hospital  ship"  which  visit] 
port  cities  and  developing  count 
around    the   world    until      191 
Though  Project  Hope  staff  and  sul 
plies  now  travel  by  plane,  the  foci 
is  still  on  medical  aid  and  educatid 
particularly  for  children.  Childr*. 
initially  drew  Project  Hope  to  tl 
former  Soviet  Union  after  the  19l| 
earthquake  in  .Armenia.  Thirt] 
seven  badly  injured  children  wej 
airlifted  to  the  L'.S.  for  treatment, 
smaller,  though  no  less  tragic  disal 
ter  brought  Project  Hope  overse^ 
again  in  1989,  when  a  gas  main 
the  Ural  Mountains  ruptured  an| 
ignited  a  train  carrying  children 
summer  camp.  Out  of  that  grew  tl 
Project  Hope's  pediatric  burn  unit ; 
Moscow's  Children's  Hospital  No. 
Today,  the  efforts  continue,  coi 
bining  medical  aid — drugs,  equij 
ment.  even  staff — with  educatiot 
Delivering  these  resources  is  a  care 
fully  monitored  delivery  systei 
which  Project  Hope  spokeswoma^ 
Maggie  Peterson  Wolff  declares  hal 
not  "experienced  a  single  instancJ 
of  diversion.  There's  a  reason  fo| 
that,"  she  continues.  "We  have  staf 
o\  er  there  pre-assessing  evers  place| 
When  deliveries  arrive  they  ar< 
expected,  they  are  met  by  peoph 
and  trucks.  Four  to  six  weeks  later. '1 
she  adds,  "we  send  people  backj 
and  hold  the  hospitals  accountable.' 
All  this  with  909c  of  every  dollai 
raised  going  to  programs.  Projecl 
Hope,  Millwood,  VA  22646: 
800-544-HOPE. 

The  same  kind  of  careful  atientionj 
to  detail  and  organization  character- 
izes the  efforts  of  Special| 
Olympics  International.  Though 
they  already  ha\e  a  "a  \ery  strong 
program  in  each  of  the  republics," 
says  .Special  Olympics  International 
Public  .\ffairs  Director  David 
Phelps,  much  still  needs  to  be 
worked  out  in  the  wake  of  the  .Soviet 
breakup.  .So\  iet  teams  only  compet- 
ed for  the  first  time  in  Glasgow  in 
1W*^H).  Now,  work  is  underway  to  pro- 
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TWLUCASHm  TTO(  SOUNDSYSTEHTHATOVERVimaMSYOUArTWMOVIB 
BNOW  RECREATED  FORHORE INTMATE  SETTMGS. 


The  Lucasfilm  THX  System, 
designed  for  the  cinema,  faithfully 
reproduces  a  film's  original 
soundtrack,  with  the  quality  and 
realism  that  the  director  intended 
audiences  to  hear. 

Technics  has  recreated  this 


sound  system  for  more  familiar         whisper  tickle  the  hair  on  the  back 
surroundings.  Like  your  home.  of  your  neck. . . .  It's  only  a  movie, 


So  the  sound  of 
footsteps  follows  the 
actors  on  .the  screen. 
And  you  almost  feel 
the  warm  breath  of  a 


Teclmics 

imaiia 


Lucasfilm  THX  is  a  registered  tradeniark  of  LucasArts  Entertainment  Company 

)aws  •  &  «  1975  Universal  Pictures  Available  on  video  cassette  by  MCA/Universal  Home  Video. 


but  you'll  still  turn  around 
just  to  be  sure. 

To  reach  an  authorized 
Technics  Home  THX  dealer, 
calM-800-365-l5l5.ext.  222. 


CORPORATE 
GIFT    SERVICE 
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ips  on  time 
management  from  the 

experts  at  Macy's 
Corporate  Gift  Service 


If  you  have  a  busy  schedule, 
leave  the  business  of  gift 
giving  to  the  Corporate 
Gift  Consultants 
/  ^\  at  Macy's  By 
Appointment. 
You'll  have 
more  time  to 
attend  to  business, 
while  we  handle  the 
selection  of  those  special  gifts  for 
valued  clients,  retiring  employees 
or  the  whole  staff.  There's 
never  a  charge  to  put  our 
experts  to  worl<  for  you. 
We'll  oversee  every 
detail  including  »,^. 
gift  wrapping  and 
delivery.  If  you 
prefer,  the  recipient 
can  choose  for  them- 
selves with  our  Macy's  Gift 
Certificates  or  special  Merchandise 
Gift  Bonds.  Call  Linda  Lee  and 
her  staff  at  212-560-3620. 

mocys 


vide  accreditation  to  the  12  former 
republics,  as  well  as  separate  teams 
for  St.  Petersburg  and  Moscow. 
(The  Baltic  states — Latvia,  Lithua- 
nia and  Estonia — have  had  accred- 
ited programs  since  1989.)  Despite 
simmering  recalcitrance  on  the  part 
of  some  republics  to  come  near  any- 
thing resembling  their  former 
union,  for  the  sake  of  Special 
Olympics,  the  newly  independent 
states  have  formed  an  umbrella 
organization  called  Special 
Olympics  Eurasia.  The  organiza- 
tion was  able  to  put  aside  ethnic 
and  economic  differences  long 
enough  to  mount  Eurasian  games 
this  past  spring  and  now  look  for- 
ward to  attending  the  Winter 
Games  in  Salzburg,  Austria,  next 
year  (the  first  World  Games  to  be 
held  outside  of  North  America). 
Special  Olympics  Interna- 
tional Headquarters,  1350 
Nevf  York  Avenue  NW,  Suite 
500,  Washington,  DC  20005; 
202-638-3630. 
Rare  is  the  nonprofit  spokesman  who 


Europe  and  the  Commonweali 
republics:  a  registry  of  people  see' 
ing  volunteer  opportunities  in  tl 
area;  a  databank  on  what  nonprot 
groups  are  working  there,  and  wh 
they're  doing;  and  finally,  a  bus 
ness  entrepreneur  program,  whic 
pairs  volunteers  with  entrepreneur 
al  experience  from  the  U.S.  wit 
small-  and  medium-sized  comp; 
nies  in  the  area  that  need  the  hel 
Half  of  the  Citizens  Democrac 
Corps  startup  money  came  from  th 
U.S.    Agency    for    Internation. 
Development,  the  other  half  froi 
corporations.  Spokesman  Luzzatt 
says,  however,  that  the  Corps 
working  towards  100%  corporal 
funding.  If  your  corporation  woul 
like  to  help:  Citizens  Democrac 
Corps,    2021    K   Street    NW 
Suite  215,  Washington,  D4 
20006;  202.872.0933.  To  voiui^ 
teer:  800.394.1945. 
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An  enterprising  British  organizatioi  ^^ 
realized  another  need  long  ignored  "*' 
bv  the  Soviet  Union:  information   ^^ 


Creaking  back  into  life  after  decades  of 
suppression,  Russian  charities  find  the 
needs  many,  but  the  reforms  necessary  to 
confront  them  few.  Ironically,  charities 
are  among  the  last  to  receive  and  enjoy 

new  firedoms  in  the  reorganized 
Commonwealth  of  Independent  States 
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will  make  this  claim:  "We  do  not 
seek  out  individual  donations."  But 
it's  true,  assures  Francis  Luz/.atto. 
Senior  Program  Officer  for  Citizens 
Democracy  Corps.  I'oundcd  at 
the  initiatixc  of  the  President  in 
1990,  the  Democracy  Corps  today  is 
a  \  igorously  bipartisan  group  w  hose 
efforts  focus  on  Eastern  luiropc.  and 
recently,  the  ('oninionw  calth  o( 
Independent  States.  I'hc  C'orps 
oxcrsccs  three  projects  in  Eastern 


from  the  outside  wDtld.  To  this  end. 
Book  Aid  is  coordinating  an  effort 
to  ship  1.01)0.000  books  to  Russia  and ' 
other  former  Soxiet  republics,  where 
current  English  language  reference 
Imoks.  textbooks,  dictionaries,  reli- 
gious titles,  children's  books  and  fie-' 
tion  are  all  in  high  demand.  .\  coordi- 
nated effort  on  the  parts  of  British 
publishers  and  bot)ksellers  have  col- 
lected l..^  million  books.  Over 
.>00.000  ha\  e  been  sent  so  far  and 


Ive  found  their  way  to  almost  1,000 
Iraries  in  Russia  and  the  Ukraine, 
fofessionai  societies  have  donated 
lole  reference  sets,  and  individuals 
Ue  contributed  cherished  books  of 
eir  own  (a  few,  according  to  one 
tcount,  even  thoughtfully  and 
ctensively  annotated).  Inspired  by 
iis  success,  other  countries  are  con- 
fdering  starting  their  own  Book  Aid 
rograms.  If  you  would  like  to  help 
|ich  a  movement  gain  momentum  in 
ic  United  States,  contact  Book  Aid 
|i  Britain  for  more  information: 
look  Aid,  c/o  Waterslone's 
[eod    Office,    37.    Ixworlh 
^lace,  London,  SW3  3QH;  Oil- 
14-71  ■584-4448. 

hether  you're  carrying  books  or 
edical  supplies,  traveling  to  or 
I'rom  Russia,  when  you  walk  through 
he  airport,  you're  sure  to  pass  by  a 
I  raveler's  Aid  desk.  Though  many 
eople  assume  Travelers  Aid 
nternalional  does  nothing  more 
han  staff  information  desks  in  air- 
orts  around  the  country,  the  organi- 
ation  is  actually  one  of  the  nation's 
oldest  charities,  and  provides  every- 
thing from  vocational  assistance  and 
training  to  transitional  housing  for 
the  homeless. 

It  may  seem  an  odd  mission  for 
people  upon  whom  you  have  always 
depended  for  directions  to  the  taxi 
stand,  but  for  Traveler's  Aid,  it's 
nothing  more  than  the  outgrowth  of 
a  tradition  almost  150  years  old. 
When  the  organization  began,  TAI 
executive  director  W.  Mark  Clark 
explains,  "the  traveler  was  not  some- 
one traveling  for  business  or  plea- 
sure, but  someone  traveling  in  search 
of  a  job  or  a  safe  place  to  live,  some- 
one in  a  new  community  with  no 
social  network,  usually  the  poorest  of 
the  poor."  Today  these  include 
immigrants,  runaways,  the  homeless, 
and — if  you've  ever  been  lost  in  an 
airport — people  like  you.  Travel- 
ers Aid  Inlernalional,  918  16lh 
St.  NW,  Suite  201,  Washington, 
DC  20006;  202-659-9468.O 

L I A  M  C  Ai .  I ,  A  N  A  \  is  a  free-  lance  writer  ' 
living  in  Arlington,  \'a.  , 


For  coniplete  More  Ibting  and  illustrated  catalog,  contai.1:  Alden  Shoe  Company,  Dept.  3F,  Middleborough,  MA  02346, 1-800-3234252. 
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We  get  paid  for  results! 
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The  Saving  And  I: 

A  Guide  To  Golf 

Schools 


Rod  saw  himself  on  videotape 
for  the  first  time,  and  it  wasn't  pret- 
ty. Senior  Instructor  Jaek  Lumpkin 
of  the  Cjolf  Dij^est  Instruction  School 
spent  about  ten  minutes  showinj^ 
Rod  and  the  rest  of  the  class  all  the 
things  that  were  wrong  with  his  golf 
swing.  His  grip  was  too  weak,  the 
ball  was  too  far  back,  the  plane  was 
too  upright,  there  was  no  discernible 
weight  shift,  he  cast  the  club  from 
the  top,  didn't  finish  high  enough 
and  was  way  out  of  balance. 

When  Lumpkin  was  finished 
with  the  analysis.  Rod  raised  his 
eyes  from  the  screen. 
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"But  Jack,"  he  said  hopefully. 
"Don't  the  shoes  look  good.-^" 

Learning,  or  more  precisely,  rc- 
Icarning,  the  golf  swing  requires  that 
kind  of  sense  of  humor.  The  paradox 
of  the  game  is  that  what  appears  so 
damnably  simple — after  all,  the  ball 
is  just  sitting  there — is  so  complex. 

Sim  pie. '^  Consider.  You  must 
deliver  approximately  2.5  inches  of 
clubface  to  a  ball  of  L68  inches  in 
diameter,  on  an  arc  of  about  18  feet 
at  a  speed  of  about  90  mph  in  about 
1.5  seconds.  The  ball  will  remain  on 
the  clubface  for  .()()()35  of  a  second, 
and  to  go  where  you  want  it  to,  it 
must  be  launched  at  an  angle  of  42 
degrees.  Nothing  to  it. 

Most  of  us,  of  course,  learn  the 
game  from  our  dads  or  uncles,  pick 
up  a  few  tips  from  golf  magazines. 
Ben  llogan's  book  or  a  \ideotape, 
and  try  and  duplicate  the  swings  of 
the  big  boppers  we  watch  on  'V\ 
every  weekend.  Nobody  e\er  men- 
tions the  launch  angle  of  42  degrees. 

It  is  little  woiuler.  then,  that  the 
golf  instruction  industry  has  prolifer- 
ated. If  there  are  27.8  million  golfers 
out  there,  approximately  27.7  million 
of  them  are  tloing  it  wrong.  There 
arc  now  more  than  100  golf  schools 
operating  arounil  the  country,  many 
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affiliated  with  a  fancy  multi-st:    ^'^ 
resort,  where  hackers  put  then    ^^^^ 
selves  in  the  hands  of  a  smilin 
blond  instructor,  beat  balls  uno 
their  hands  bleed  and  hope  that, 
least,  the  shoes  look  good. 

For  a  desperate  golfer,  price  is  n 
object.   The  current  King  of  .Swin 
David  Leadbetter.  charges  $.^.0( 
for  two  days  of  instruction  at  his  go 
"retreats"  at  the  exclusive  Lak, 
Nona  Golf  Club  in  Orlando.  Thi 
waiting  list  is  about  four  month 
(To  put  your  name  in  the  hoppe. 
call  407-857-8276.) 

That  there  are  many  who  wish  t 
learn  at  the  knc 
of  the    master   i 
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g       understandable!  bH' 
Leadbetter's  pro 
fessional  clientsi    %^ 
such  as  Nick  I"ald«4a(iai 
and     Ian     Baker 
I'inch,  keep  win 
ning  major  tournaments 

But  Leadbetter  is  marketing  himt  tirs 
self  as  fast  as  he  can  (books,  videost  sen' 
TV  contracts,  product  endorsements  we 
and  future  plans  for  a  worldwidtii  icli! 
chain  of  golf  schools)  because  hq;  il(i| 
knows  that  as  soon  as  his  clients  stod  E 
winning,  he  could  be  relegated  tcj  km 
the  slag  heap  of  once-great  goU 
gurus.  Ineasy  rests  the  crown.. 

\\  ith  all  those  schools  to  chooscj 
from,  it  makes  sense  to  do  a  little 
research  before  you  pick  one.  Pa\ 
attention  to  instructor-to-student 
ratios:  anything  greater  than  l:h  is  a 
waste  of  time.  Find  out  about  the 
teacher's  backgroimd  and  qualifica- 
tion s.  and  understand  that  e\en 
though  the  school  is  named  after 
some  famous  tour  pla\er.  the  guy 
doing  the  teaching  is  likely  some- 
body else.  .\lso.  be  sure  the  school 
spends  an  appropriate  amount  of 
time  teaching  more  than  just  the  full 
swing.  .\  typical  round  of  golf  breaks 
down  to  -w'r  full  swing  shots  and 
uyi  "others":  putts,  chips,  pitches, 
saiul  shots  and  reco\  cries. 

There  are  those  who  bclicNc  that 
.1  worldwide  anti-golf  conspiracy 
exists,  kept  alive  bv  the  cabal  of  golf 
magazines.  T",\er\  month  literally 
dozens  of  new  golf  tips  are  published 


i»\  the  cabal.  While  on  the  surface  all 
rh-se  tips  are  supposed  to  help  hack- 
I  r^,  the  secret  purpose  of  these  often 
confusing,  complicated  and  contra- 
lictory  instructional  pieces  is  far 
lore  nefarious — to  keep  us  hope- 
lessly confused  so  we'll  keep  buying 
phe  magazines  in  search  of  answers! 

If  this  theory  held  up  (and  I'm 
lot  buying  until  they  prove  to  me 
chat  Golf  Digest  is  really  owned  by 
the  Council  on  Foreign  Relations 
)X  the  Tripartite  Commission), 
Ithen  one  would  expect  the  Golf 
Digest  Schools  to  be  ground  zero 
|of  obfuscation. 

Not  so.  Not  only  is  there  no 
[Universal  Golf  Swing  Theory  here, 
|but  I  found  Senior  Instructor  Jack 
Lumpkin  to  be  a  model  of  simple 
I  clarity  who  just  tried  to  clean  up  our 
fundamentals.  Once  we  were  all  on 
the  same  basic  page,  Lumpkin 
worked  with  our  individual  peccadil- 
los. Lumpkin  admitted  that  some 
years  ago  there  was  a  move  to  get 
everyone  swinging  the  same,  but  no 
more.  Tom  Purtzer,  for  example,  has 
a  classic  swing;  but  Lee  Trevino's 
odd  pass  still  wins  lots  of  dollars. 

Early  on  the  first  day,  Lumpkin 
demonstrated  his  basic  theors,  using 
a  simple  chip  shot:  get  the  club  mov- 
ing squarely  up  and  down  the  target 
line.  For  the  next  two  days,  that  sin- 
gle thought  was  stressed  over  and 
over  in  full  swings,  pitches,  bunker 
shots,  and  even  on  the  putting 
green.  Simple,  clear  and  effective. 
By  the  end  of  the  three-day  school, 
all  six  of  us  were  hitting  better 
shots... even  Rod  of  the  redemptive- 
ly  nice  shoes. 

Pluses:  the  teaching  facilities  at 
the  Golf  Digest  School  I  attended  at 
the  Cloister  resort  in  Sea  Island,  Ga., 
are  top  drawer — indoor  and  outdoor 
hitting  areas,  high-tech  video,  whiz- 
bang  teaching  aids  and  nice  facilities. 

Minuses:  we  were  videotaped 
at  the  beginning  of  our  three-day 
school,  but  not  at  the  end.  I'd 
like  to  see  my  swing  "after "  as 
well  as  "before." 

Golf  Digest  Schools  are  held  at 
resorts  all  o\er  the  country  in  three- 
and  five-day  sessions  with  prices 


is^ 


I  he  worlds    inesi  hot 


are  now  even  more 


ractive. 


Before  you  depart  on  your  next  trip,  find  out  why  The  Leading  Hotels  are  the 
only  hotels  worth  checking  into.  Check  out  our  1992  Directory  and  make  sure  you 
ask  all  about  our  added  value  programs,  including  the  Great  Affordables  and 
Corporate  Rate  brochures.  Contact  your  travel  agent  or  call  today  for  your 
complimentary  copies.  Tel:   (800)  223-6800  or  (212)  838-3110.   Fax:  (212)  758-7367. 

TheFJeadin^otels  ofthefWorld 


"Wfe  Ve  been 

with  CIGNA  over 

50  years.  Obviously  our 

dty  fethers  had  foresi^t^' 


Ron  Graves,  City  Treasurer,  Rutiand,  VT 


We  get  paid  for  results: 
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^'"'      Bui  the 
^     Rollei  Prego 
does  everything 
else.  Many  compacts 
have  some  of  our  features- 
some  at  twice  the  price.  But  fry 
and  find  one  with  all  our  features  at  a 
better  price!  That  is  why  this  is  the  only 
"point  'n  shoot"  camera  good  enough 
to  bear  the  name  Rollei.  Get  the 
full  picture  at  your  ^!!^,-,  ■■^^B 
Rollei  dealer.  ^HXMIGI 

fototechnic 

We're  looking  at  things 


=  =  =  —      from  your  point  of  view. 

"    SMan^ngc6rp 

16  Chapin  Rd..  Pine  BiooK  N J  07058, 201/808-9010. 


varying  by  season  and  school  type. 
(Call  800-243-6121.) 

Slickman  And  Me 

The  Grand  Cypress  Academy  of 
Golf  at  the  Grand  Cypress  resort  in 
Orlando  used  to  be  the  Jack 
Nicklaus  Academy  of  Golf;  that  is, 
until  Jack  decided  that  his  high  stan- 
dards of  golf  instruction  would  be 
better  served  elsewhere.  Since  Big 
Jack  never  taught  anybody  himself  at 
Grand  Cypress  (nor,  except  very 
rarely,  at  the  nascent  Nicklaus/Flick 
Golf  School  at  the  PGA  National 
Resort  in  Palm  Beach  Gardens),  the 
general  reaction  was... who  cares.^ 

The  star  of  the  show  at  Grand 
Cypress  has  always  been  the  PGA 
Swing-Model,  or  what  I'll  call 
"Stickman."  Dr.  Ralph  Mann,  who  at 
the  time  was  just  getting  started  in 
the  game,  came  up  with  the  concept. 
He  filmed  the  swings  of  some  50 
PCiA  Tour  pros,  computerized  the 
images  to  analy/c  the  positions  of 
the  various  important  body  parts,  and 
created  a  digitalizcd  model  of  the 
Perfect  S\\  iiig.  That  nioilel.  with  his 


geometric  body  parts  each  a  different 
color,  is  the  superhuman  Stickman. 

Students  enrolled  at  the  Golf 
Academy  at  Grand  Cypress,  thanks 
to  the  magic  of  computers  and  video- 
tape, get  to  see  the  perfect  motion  of 
Stickman's  swing  superimposed  over 
their  own  imperfections.  I  can  speak 
for  my  fellow  students  in  saying  that, 
if  Stickman  had  any,  we'd  hate  his 
guts. 

Cajoling  my  Gang  of  Six  to  be  like 
the  Stickmeister  was  the  rotund 
Phil  Rodgers,  former  PGA  player, 
occasional  Senior  Tourer  and  the 
man  who  taught  the  great  Nicklaus 
the  short  game.  "Uncle  Phil,"  as  the 
staff  calls  him,  has  been  with  the 
Grand  Cypress  school  since  its 
inception  in  1986.  Rodgers  is  a  born 
teacher  with  an  eye  that  picks  out 
even  minute  flaws.  On  the  last  morn- 
ing, I  was  "Stickin"'  'em  pretty  good, 
but  Rodgers  thought  I  was  keeping 
my  head  down  just  a  fraction  too 
long.  The  video  proved  he  was  right. 

The  Grand  Cypress  school's  three 
full-day  sessions  can  be  exhausting. 
Mornings,  each  of  the  six  students 
spent  between  30  and  45  minutes 
working  with  Rodgers,  Stickman  and 
an  unseen  techie  named  Joey  who 
runs  the  tape  machine.  The  rest  beat 
balls  under  the  watchful  eye  of  Todd 
Meena,  another  instructor.  After 
lunch,  the  class  worked  on  short 

The  ingredients  of 
a  club  sandwich 


game  aspects  all  afternoon,  occasioJ'"' 
ally  repairing  to  the  three  practioMs^" 
holes  nearby.  ■,  "^' 

At  this  high-tech,  computerized'*^ ""■ 
school,  Rodgers  has  attempted  tJ 
systematize  chipping  and  puttind 
He  teaches  a  system  for  chipping 
that  involves  measuring  the  total  dis 
tance  to  the  hole,  figuring  out  wherJ 
the  ball  should  land  prior  to  rolling ti''^' 
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the  hole  and  using  a  mathematica 
ratio  to  select  the  right  club  to  usi 
"Feel"  and  "touch"  don't  reall 
enter  into  the  equation. 

Likewise,    the    Academy    ha 
attempted  to  robotize  the  puttin 
stroke.  Analyzing  the  putts  of  thosf 
same    PGA   pros,    the   compute 
discovered  that  an  average  putting! 
backswing  took  .67  seconds,  th 
downswing  .27  seconds  and  the  foN 
low-through  .47  seconds.  So  studentsfcF 
are  encouraged  to  mimic  this  model. r   »1 

Frankly,  if  I  tried  to  worr\  aboui 
making  my  putter's  backswing  lasft  m 
just  .67  seconds,  the  result  would  bo  ffli 
a  strain  of  the  yips  never  before  seen" 
on  the  planet!  On  the  other  hand, 
Todd  took  one  look  at  my  putting 
stroke,  said  I  was  a  classic  "blocker" 
and  told  me  to  try  and  "pop"  my 
putts  more.  That  was  an  instructional 
tip  I  could  relate  to. 

Pluses:  the  video  of  Stickman  and; 
me  was  edited  into  a  day-by-day 
progress  report  which  I  took  home, 
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d  still  enjoy  viewing,  especially 
en  Stickie  and  me  are  right  in 
nc.  We  also  got  a  notebook  in 
ich  Uncle  Phil  scribbled  some 
tes,  and  a  customized  club  fitting. 
At  around  $1,500  for  three  half- 
\  sessions  or  up  to  $2,300  for  three 
11-days,  the  Golf  Academy  is 
icey.  Included  are  accommoda- 
ns  at  either  the  villas  or  hotel  of 
e  resort  itself,  and  lunch  and 
limited  greens  fees  are  thrown  in 
well.  (Call  800-835-7377.) 
Orlando,  by  the  way,  has  become 
c  world  capital  of  golf  schools.  In 
dition  to  Grand  Cypress  and 
avid  Leadbetter's  operation,  the 
mold  Palmer  Academy  is  based  at 
ay  Hill,  Ken  Venturi  has  a  new 
chool  at  the  Pare  Corniche,  the 
isney  resort  offers  a  Golf  Studio, 
ick  Farley's  Swing's  The  Thing 
chool  is  based  at  Orange  Lake,  and 
ot  far  away  is  Howie  Barrow's 
nstruction  at  Grenelefe  and  Jay 
verton's  excellent  program  at  the 
nnisbrook  resort. 

The  Jacobs  Assembly  Line 
I  was  a  bit  leery  about  the  John 
lacobs  Practical  Golf  Schools. 
Twentv-one  years  old,  the  Jacobs 
operation  runs  schools  in  19  differ- 
ent U.S.  resorts,  processing  more 
than  10,000  students  annually.  It 
sounded  at  first  like  a  big  assembly- 
line  operation,  the  McDonald's  of 
golf  schools.  Especially  since 
founder  John  Jacobs  lives  in  his 
native  England  and  rarely  gets  his 
spikes  dirty  anymore. 

But  when  I  caught  up  with  the 
school  at  the  Marriott  Marco  Island 
resort  in  Florida  (many  Jacobs  schools 
are  held  at  Marriott  golf  resorts),  I 
found  a  sound,  if  basic,  program. 

The  Jacobs  school  stresses  funda- 
mentals, probably  because  their  typ- 
ical student  is  a  mid-  to  high- 
handicap  golfer,  attracted  by  the 
modest  fees  and  the  Marriott's 
breakfast  buffet.  They  call  it  the 
"G.A.S.P."  approach:  Grip,  Aim, 
Stance,  Posture. 

Our  class  of  12  was  divided  into 
two  groups.  One  worked  on  full- 
swing  while  the  other  did  pitching, 
chipping,  sand  play  and  putting.  A 


Our  World-class 
Workout  For  Your 
World-Class  Physique 


There  are  fitness  machines  for  the  average  individual.  And  then 
there's  NordicSport" Ski.  from  NordicTrack.  The 
high-tech,  world-class  way  to  work  out  and 
create  your  best  physique. 

A  workout  never  felt  so  good.  Our  state-of-the-art 
graphite  construction  lets  the  NordicSport "  Ski 
move  and  react  to  your  body's  motions,  to  provide  the 
most  authentic  sport  simulation  for  the  most  vigorous 
total-body  workout.  It's  a  ski  motion  so  smooth,  so  real, 
so  challenging— you'll  hardly  notice  the  snow  is  missing. 

But  you  will  notice  the  development  of  a  world-class 
physique  as  you  exercise  all  your  major  muscle  groups, 
strengthen  your  cardiovascular  system,  bum  calories, 
increase  lean  muscle  tissue,  raise  your  metabolism 
and  tone  your  entire  body  in  as  little  as  20  minutes, 
three  times  a  week. 


Experience  NordicSport" Ski.  The  one  fitness  program 
you  can  stick  to,  succeed  at,  and  enjoy. 


Call  today  for  a  30  day  J\    Q    T 
in-home  trial!        • 
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b  y   ^ordiepmck 


For  a  FREE  VIDEO 
and  brochure  call, 


1-800-445-2231 


ext. 
47ME2 


NordicTrack,  Dept.  #47ME2, 141  Jonathan  Blvd.  N.,  Chaska,  MN  55318 

&  1992  NordicTrack,  Inc.,  A  CML  Company  •  All  nghts  reserved 
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Go/f,  like  any  sport,  is  really  just  a  question  of  mind  over  matter. 


trained  J.J.  instructor  worked  with 
each  group,  both  en  masse  and  one- 
on-one.  We'd  switch  every  hour  or  so. 

Jacobs  instructor  Rich  Prange 
didn't  like  my  new  Stickman 
swing.  He  had  me  move  the  ball 
back  an  inch  or  so  and  cock  my 
right  shoulder  back.  "Get  your 
view  of  the  inside,  then  let  that 
puppy  rip,"  he  said.  I  did,  and  it 
felt  good.  (Sorry,  Mr.  Stick.) 

My  only  complaint:  we  were  told 
many  times  that  a  simple  $3  chalk 
line  would  be  invaluable  for  our 
putting  strokes,  enabling  us  to  prac- 
tice consistent  strokes.  So  how 


And  Now  For  Something 
Completely  Different... 

Some  years  ago,  a  young  golf  pro 
held  a  weekend  clinic  for  a  group  of 
beginning  golfers.  All  weekend  long 
he  worked  to  help  his  students 
develop  good  grips,  ball  positions, 
straight  takeaways,  proper  swing 
plane,  weight  shifts  and  the  like. 
Sunday  afternoon,  they  were  all 
doing  quite  well.  Pleased  with  him- 
self, he  dismissed  the  class. 

One  woman,  though,  looked  at 
him  sadly.  "But  you  haven't 
taught  us  anything  about  playing 
golf,"  she  said. 


he  decided,  was  bogus,  concentr 
ing  on  mechanics  in  a  game  hi 
played  in  an  anti-mechanical  state 

Everyone  who's  played  the  gar 
has  been  in  "the  zone,"  if  only  fo 
couple  of  holes:  that  semi-conscioi 
almost  hypnotic  state  of  mind 
which  near-perfect  golf  shots  hai 
pen  almost  by  themselves,  effo 
lessly,  fluidly.  Drives  split  t 
fairway,  irons  are  crisp,  putts  f 
from  everywhere.  Most  of  us  spo 
our  lives  waiting  and  hoping  for  "t 
zone"  to  reappear  like  magic. 

Nonsense,  Hogan  says.  WN 
wait.''  His  golf  schools  are  designt 
to  help  golfers  understand  what  "tl' 
zone"  is,  and  how  to  call  it  up  f« 
every  shot.  You  will  hit  lots  of  shon 
at  an  S.E.A.  school,  but  most  will  b 
in  your  head:  actual  ball-strikin-' 
lasts  only  about  an  hour  a  day. 

Learning  golf's  mechanic 
Hogan  believes,  is  a  function  of  th 
linear,  logical  left  side  of  the  braii^ 
and  should  be  about  as  difficult  i 
learning  the  multiplication  table* 
Once  mastered,  assuming  the  prof 
er  grip  and  stance  should  be  a 
automatic  as  knowing  what  foi'J 
times  four  equals. 

Playing  golf,  on  the  other  hand,  i 
a  right-brained  acti\  ity.  It  calls  {& 
creativity,  imagination,  even  expern 
mentation.  The  goal  of  even,  shot  i 
to  move  Ball  .\  to  Target  B.  It 
instead,  you're  thinking  about  mak 
ing  sure  of  a  good  shoulder  turn  o 
weight  transfer,  then  you  are  playini 
a  game  called  "golf  swing."  not  golf 

What    Hogan    is   teaching,   o  < 


Everyone  who 's  player/  the  game  has  been  in  ''the  zone, "  if  only  for  a  couple  o) 
holes:  that  semi-conscious,  almost  hypnotic  state  of  mind  in  which  near-perfect 
golf  shots  happen  almost  by  themselves,  effortlessly,  fluidly.  Drives  split  the  fair- 
way, irons  are  crisp,  putts  fall  from  everywhere. 

come  they  don't  lui\  c  one  them-  It  was  a  seminal  moment  in  the  course,  is  eliminating  the  conscious 

selves  so  we  could  see  how  effec-  career  of  ('huck  Hogan,  president  of  le\el  of  thought  and  reaching  down 

rive  they  arc.''  Sports  Knhancement  Associates  and  into  the  subconscious,  the  place 

The  Jacobs  schools  are  all  oxer  a    self-described    "perfi)rmance  where  "the /i>nc"  li\es,  as  well  as  the 

the  map  and  the  calendar,  with  two-,  enhancer."  He  decided  the  woman  secret  of  life  and  probably  the  secret 

four-  and  five-day  programs  from  was  right  and  refunded  her  monev.  of  hitting  a  two-iron  otT a  tight  lie. 

$245  t()$l,.S95.  (Call  S()()-472-5()()7.)  The  entire  golf  educational  model.  I  hn\   s\o  you  get  down  there? 
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"'caBJogan  says  by  opening  your  mind  to 
iferent    sensory    stimuli.    His 
.search  indicates  that  every  golfer 
lays  under  a  lead  or  dominant 
nse.  Nicklaus,  for  example,  is  visu- 
ly  dominant:  Jack  has  said  he  never 
nils  a  club  out  until  he  can  see,  in 
is  mind's  eye,  the  shot  he  wants  to 
lake.  Once  that  mental  image  is 
lear,  actually  hitting  the  shot 
ccomes  a  piece  of  cake.  Hogan 
elieves  that  Bob  Jones  was  an 
auditory"  golfer,  with  an  inner  ear 
cutely  tuned  to  the  game's  rhythm 
lid   timing.   Watch   Jones's   old 
nstructional  tapes  and  from  address 
o  follow-through  you  will  see  a 
olfer  in  constant  motion,  the  initi- 
ate dance  of  golf. 

A  Hogan  school  is  certainly  differ- 
nt.  Students  play  with  imagery  and 
ilpha-waves  instead  of  drivers  and 
five-irons.  The  emphasis  isn't  on 
course  management,  but  Zen 
philosophies  and  self-esteem.  The 
school  textbook  is  Michael 
Murphy's  Golf  In  ilie  Kingdom. 

Neatest  tip.''  To  prove  the  power 
of  mind  over  matter,  Hogan  had  us 
I  tie  a  key  to  the  end  of  a  string  and, 
dangling  it  from  our  fingertips,  make 
It  mo\e  forwards  and  backwards  just 
by  thinking  about  it.  I  have  no  idea 
what  this  does  for  my  golf  game,  but 
it  never  fails  to  impress  the  babes  at 
a  late-night  bar! 

While  Hogan  may  sound  like  a 
nutcase,  he  isn't.  He  has  worked 
with  pros  like  Johnny  Miller,  Peter 
Jacobsen,  Mike  Reid  and  (>olleen 
Walker.  These  days,  Hogan  is  most- 
ly running  his  "Experts  Only"  pro- 
grams— recommended  for  aspiring 
pros  and  those  with  handicaps  often 
or  less — but  he  does  offer  a  handful 
of  schools  for  others. 

To  get  aboard  this  fascinating 
ride  into  the  inner  regions,  either 
assume  the  lotus  position  and  say 
"ommmmmmmm"  or  pick  up  the 
phone.  ((>all  Sports  Knhancenient  at 
800-345-4245.)© 

Jamks  Y.  Bar  ri.K  it's  second  golfing 
mystery.  Death  From  The  Ladies' 
Tee,  has  just  been  fyuhl'ished  by  St. 
Martin 's  Press. 


RED  BARON'S  ANTIQUES 


onumental  Furniture,  Collectibles,  Decorative  Arts 
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50,000  sq.ft  SHOWROOM  ALWAYS  FULL 


For  Information  Contact:  RED  BARON'S  ANTIQUES 

Dept.  O,  6450  Roswell  Road  Atlanta,  GA  30328 


Dept.  O,  6450  Roswell  Road,  Atlanta.  GA 
(404)252-3770  FAX  (404)257-5268 
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By  Allison  Moir 

"Aieeee-va!"  bursts  from  the 

throat  of  the  placid  Frenchman  as  he 
raises  a  thick,  hairy  hand  and.  in  one 
blow,  shatters  the  spine  of  his  limp 
\  ictim.  He  severs  the  legs,  douses  the 
carcass  in  oil  and  tosses  it  over  the  fire. 

"The  'Aicee-ya*  is  vital  lo  the  priKCss 
of  preparing  a  chicken."  jokes  chef 
Hcnri-Ktienne  Levy.  A  few  minutes 
later,  he  puts  a  \\  hite  china  plate  before 
me.  On  it  is  one-ijuatter  of  the  bird, 
ringed  by  cucumbers  sauteed  in  heaw 
cream.  \  inegar.  salt  and  pepper. 

Ne\  er  before  has  the  student-teach- 
er relationship  seemed  so.  well,  deli- 
cious. That's  why  I'm  here,  in  this 
small  kitchen  on  the  I'pper  West  Side 
of  M.iniuittaii  —  to  learn  to  cook,  or, 
more  accuratcK.  to  learn  to  upgrade  my 
cooking  skills  so  that  I  can  entertain 
w  ithout  fear  of  disaster  or  disgrace. 

In  ('hef  Lew.  I'xe  foimd  the  perfect 
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Feet  come  in  different  widths.  So  do  our  tennis  shoes. 

Hwtnm wioe 

MEN           \s\           B           n          f-t         Ft- EH 

NARROW MK 
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CXI  770                       • 
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See  the  shoe  on  this  page? 

You  can't  inflate  it  with  air.  There's  no  Disc 
Closure  Unit  to  fiddle  with.  It  doesn't  even 
come  with  a  Ground  Reaction  Inertia  Device. 

Why  on  earth  would  anyone  buy  it? 

Because  it  fits. 

A  ^e  that  jits  better,  performs  better. 

At  New  Balance,  we  take  into  consideration 
all  the  dimensions  of  your  foot:  how  a  shoe 
needs  to  fit  your  heel,  instep,  ball  and  waist 

We  also  size  our  tennis  shoes  to 
match  your  foot's  precise  width,  not 
just  its  length. 

Finally,  we  equip  each  model 
with  its  own  Suspension  System:  a 
combination  of  patented  compo- 
nents that  delivers  the  exact  amount 
of  cushioning  and  stability  your  weight 
and  playing  style  demand. 

Our  tennis  shoes,  in  shon,  offer  the  closest 
thing  possible  to  a  perfect  fit,  and  answer  all 
your  particular  needs. 

Except,  of  course,  the  need  for  a  120  mph 
serve.  For  that,  you  need  more  than  new  shoes 


new  balance 

A  more  inielligcnr  approach  to  huildinr  ^hocs. 


What  kind  of  shoe  do  you  need?  What  kind  of  tennis  player  are  y 
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For  the  New  Balance  dealer  nearest  you,  call  1-800-253-SHOE. 


teacher.  Nearly  as  sa\or\  as  the  ^\i\w3S\\. poulet  crapodine      preparation  of  a  few  classic  French  dishes  and  the  mas- 
waltzing  across  my  palate  are  the  sayings  he  tosses  off     ter\  of  a  technique:  chicken  (roasted  with  garlic  and 


like  so  much  fresh  pcppen  "I  may  die  10  years  earlier, 
but  ril  have  eaten  better  and  ha\e  better  memories." 

Id  found  Lc\y  in  The  Guide  To  Cooking  Schools,  a  list- 
ing by  state  of  307  professional  and  amateur  schools.  I 
knew  that  I  wanted  a  small,  intimate  class,  because,  like 
any  acti\  ity,  the  more  attention  you  receive  from  the 
teacher,  the  likelier  you  are  to  learn.  To  me,  the 
research  formula  was  simple:  treat  it  like  a  sport.  Vou 
wouldn't  learn  a  backhand  \olley  from  a  book,  so  don't 
bother  with  cookb(K)ks.  ('oncentrate  on  the  teacher. 

After  17  years  of  teaching,  (Ihef 
Le\A  has  developed  the  ideal  formula. 
He  dubs  his  teaching  philosophy  La 
Cuisine  Sans  Peur.  Or.  literally, 
"Cooking  Without  Fear,"  a  name  that 
recalls  Napoleon's  famous  m  de  guerre 
at  the  Siege  of  Toulon  in  1793,  when 
he  spontaneously  formed  La  Ratterie 
Des  Honinies  Sans  Peur,  "the  batter\  of 
men  without  fear,"  to  inspire  his  flag- 
ging troops.  Classes  meet  once  a  week 
for  six  weeks  and  are  ver\  small — only 
four  students  per  class. 


If  only  more 

men  knew  how 

lascivious  a 

woman  feels 

watching  an 


A  typical  session  begins  with  a  hetn      aOrOn-Clad  man 
ss  ot  good  jug  wine.   I  he  air  in         *^ 


Lew's  apartment  is  redolent  with  bak- 
ing bread.  .\nd  in  the  bright  green, 
eight  by  ten  ftxjt  kitchen,  the  teacher- 
chef  chatters  on  for  15  minutes  or  so 
about  grinding  wheat  or  measuring  the 
"doneness"  of  a  steak  by  pressing  the 
fleshy  part  of  your  palm  just  below  your  thumb  (rare) 
and  the  heel  of  your  hand  (well  done). 

\x  first,  you  don't  absorb  much.  You're  too  busy 
taking  in  the  gleam  of  the  copper  pots  overhead,  the 
wine,  the  bread  and  all  the  sensualities  of  cooking. 
.And  perhaps  something  more,  I  blush  to  confess.  If 
only  more  men  knew  how  lascivious  a  woman  feels 
watching  an  apron-clad  man  peer  into  an  oven  win- 
dow and  fret  over  the  height  of  his  souffle... 

I.e\y  is  no  cholesterol  ascetic  and  keeps  slab  bacon 
and  gooey  cheeses  close  at  hand  in  a  tiny,  Furopean- 
sized  fridge.  "We  invented  cuisine,"  he  says  with 
authority,  "so  xc-e  get  to  make  up  the  rules."  That 
means  the  confidence  to  improvise  and  depart  from 
those  rules.  "How  much  parsley.**"  a  fellow  student 
asks  anxiously,  looking  for  a  precise  "two  teaspoons, 
finely  chopped"  answer. 

"Fnough,"  Le\y  magisterially  replies. 

And  therein  lies  the  premise  o^  I /i  Cubine Sarts  Peur. 
Levy  teaches  you  the  skills  you  need  to  make  your 
own  judgments  in  the  kitchen. 

Fach  session  of  the  six-week  course  centers  on  the 


peer  mto  an 
oven  window... 


pOiu:hcd  Jam/fonerres — legs  stuffed  with  bacon  and  bread 
crumbs);  baking  (cjuiche  lorraine  and  strawberrs  custard 
tarts);  red  meats  (pan-fried  steak  with  garlic  and  red 
wine  sauce,  lamb  chops  in  a  red  wine  and  rosemary 
deglaze);  appetizers  (blanched  vegetables  with  aioli 
mayonnaise,  red  pepper  rifrone/fe):  fish  (salmon  in  a  pep- 
percorn sauce,  deep-fried  whiting  and  flounder  rolled 
\x\io paupiettes  with  bacon  and  onion);  and  souffles 
(cheese,  and  a  rum  and  lemon  souffle  with  sauce  au 
choiolat).  Clearly,  I  groo\ed  with  Lcna's  philosophy:  eat 
better,  be  fatter,  live  less  longer,  and 
have  rich,  saucv,  indulgent  memories. 

Of  course,  the  real  learning  occurs  at 
home.  Cooking,  ultimately,  is  or  should 
be  extremely  social.  C est  simple:  to  do 
your  homework  well,  you  must  have 
dinner  parties. 

Lesson  =3 — quiche  and  tarts — had 
ended  at  10:30  p.m.  I  was  so  excited 
(and  full)  that  I  stirred,  kneaded, 
rolled,  floured  and  made  a  powdery 
mess  of  my  own  kitchen  until  2  a.m. 
The  following  evening,  I  un\eiled  my 
novice-to-intermediate  talents  to  some 
close — and  patient — friends. 

The  table  was  set,  the  candles  flick- 
ering.  Sancerre   was   chilling,   the 
Beaujolais  breathing.  And,  alas,  my 
quiche  was  dripping  through  the  tart 
pan  and  into  an  egg>,  useless  puddle  in 
the  oven. 
"Delicious!"  my  friends  slurred.  (A  drunken 
crowd,  I  learned  that  night,  is  an  appreciative  crowd.) 
Things  went  better  after  that — especially  when 
Levy,  instead  of  flunking  me,  offered  a  Remedial 
Quiche  class  at  no  cost.  .\nd  by  the  end  of  the  sixth 
class — roast  w  ith  cognac-braised  cabbage — I  was 
cooking  like  a.fo«5-chef.  (Or  thought  I  was.) 

Perhaps  the  most  lasting  etTect  ccxiking  classes  have 
had  is  to  heighten  my  awareness  of  the  nuances  and  sub- 
tleties of  f(X)d.  For  better  or  worse  my  palate  has  become 
more  sensitive  to  the  shades  and  tx)Iors  of  each  dish.  In 
restaurants  these  days,  I  taste  a  dish  and  find  myself 
thinking,  "Hmmm...is  that  thyme?"  Or  I  curse  the 
chefs  heavy-handed  use  of  garlic  in  the  bouillabaisse. 
.\nd  yes,  I  even  analyzed  my  mother's  delicious  meat 
loaf,  which  I  love,  and  determined  that  I'd  rather  not 
know  that  the  secret  ingredient  is  p<iultrx  seasoning. 

Kl.a  Cuisine  Sans  Peur,  New  York,  NY.  .A  six-week 
course  costs  $400.  212-362-0638.  The  Guide  To  Cooking 
Schools  by  Shaw  Ciuides,  ('oral  Gables.  FL.  305-446- 
cSSHS.  $18.95.  .\lso  available  at  b(M>kstores.)  m 
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To:  Our  Readers 
rrom:  |eaii  T.  Barrett, 
Senior  V.P.  For  Etiquette 
Re:  Attendance  At  Hunger 
Banquets 

Since  1973,  the  Oxfam  America 
Hunger  Banquets  have  unsettled  the 
stomachs  of  hundreds  of  celebrities, 
socialites,  politicians  and  other 
trekkers  of  the  charity-event  circuit. 

These  are  not  your  typical  feel- 
good benefits.  Attending  a  Hunger 
Banquet  is  likely  to  make  you  feel 
ill-at-ease,  guilty  and  a  bit  peckish. 
In  short,  it's  supposed  to  make  you 
feel  very  '90s.  Last  year,  on  the 
Thursday  before  Thanksgiving, 
Oxfam  held  six  Hunger  Banquets 
in  major  U.S.  cities,  raising  some 
$750,000  for  the  organization's 


Senior  V.P. 
For  Etiquette 


Hungry... 
For  Love 


work  to  combat  hunger  and  pover- 
ty in  Africa,  .^sia,  Latin  .\merica 
and  the  Caribbean. 

Likely  you  will  eventually 
receive  an  in\  itation  to  such  an 
event.  .-Knd  \cry  likely  a  well-mean- 
ing spouse  will  con\  incc  you  to 
attend.  Forewarned,  as  we  like  to 
say  in  business,  is  forearmed. 

(jiiests  at  a  Hunger  Ban(|uet  draw 
lots  to  determine  their  meal  options. 
A  privileged  \57c  feast  on  a  multi- 
course,  gourmet  dinner,  .\nother 
15)7c  are  offered  a  modest  meal  of 
beans,  tortillas  and  rice,  while  the 
remaining  (lOVr  of  the  guests  recei\e 
only  rice  and  water,  to  dramatize  the 
ine(|uitv  of  the  workl's  food  distribu- 
tion system.  (aumingK.  though,  the 
food  is  supposed  to  run  out  before  all 
ha\c  been  served,  therein-  lavering 


feelings  of  oppression  and  power 
lessness  onto  the  physical  sensai' 
tions  of  hunger. 

While  Hunger  Banquets  take    ^^ 
place  in  cities  around  the  Unitc< 
States,  the  concept  has  found  its  tru' 
spiritual  home  in  Los  Angeles,  or; 
more  specifically,  Hollywood.  Th 
Xew  York  Times  characterized  las 
year's  second  annual  Hollywoo 
Hunger  Banquet  as  "the  hottes 
ticket  in  town."  Celebrities,  need 
less  to  say,  abounded.  Mel  Gibsor 
and     Danny     Glover     (persona 
favorites  of  your  arbiter),  caught  in 
night  shoot  for  Lethal  Weapon  3,  sen 
best  wishes  via  a  pre-recorded  video 

.An  account  of  the  ev  ent  will  prove 
instructive,  I  hope — even  cautionarv'. 

Tinseltown  embraced  the  dram: 
inherent  in  the  Hunger  Banquet  con 
cept  and  executed  it  like  a  big  studii 
production.  The  event  took  place  on 
.Sony  Pictures  Studios  soundstage,  with|K<l 
food  by  Ruth  Hedges  Culinar 
Productions,  vv  hich  handles  food  serv  ice 
at  the  exclusiv  e  Han  ard-Westlake  pi 
\  ate  school.  Ev  en  the  media  turned  ou 
in  force,  prov  iding  the  usual  backdrop  ot 
blinding  camera  flashes,  v  ideo  spot- 
lights and  rudely  shouted  questions. 

As  guests  arrived,  the  fortunate 
15%  were  escorted  to  a  roped-off 
area  where  they  sat  at  flower- 
bedecked  tables  for  eight,  darting 
guilty  glances  at  the  underprivi- 
leged. The  tortilla-and-beans  crowd 
occupied  an  adjacent  section  fur- 
nished with  wooden  benches  and 
long  tables.  The  rest  of  the  guests 
milled  around  an  open  area  known  as 
the  "Third  World."  sparsely  decorat- 
ed v\  ith  a  few  upended  trash  cans 
and  bottle  crates. 

Then  dinner  was  served.  In  the 
jungle  of  human  behav  ior  (if  I  may  be 
permitted),  the  Hunger  Banquet  is 
the  metaphorical  equivalent  of  a  vir- 
gin rain  forest — territory  uncharted 
bv  arbiters  of  deportment.  Faced  with 
an  event  where  seating  arrangements 
are  nonexistent:  where  the  menu  a>n- 
sists  of  rice  on  a  paper  plate;  where 
utensils  are  absent,  and  where  the 
t'ood  runs  out  halfway  through  the 
evening,  most  celebrities  would  turn 
sharplv  on  their  expensive  shoes  and 
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ce  to  their  limos.  But  not  at  the 

ollywood  Hunger  Banquet.  Here, 

nests  sprawled  on  straw-covered 

utting  as  comfortably  as  if  they  were 

lounging  on  chaises  around  the 

cverly  Hills  Hotel  pool.  They 

heerfully  queued  up  in  the  food  lines. 

Irhey  tucked  into  their  rice  with  eager 

l-'ingers,  although  one  woman  was 

card  hissing  to  her  companion,  "It  has 

mtterr  Then:  "Actually,  with  butter 

t's  not  bad." 

Some  of  the  hungriest  guests,  it 
urned  out,  were  those  fated  to  be 
[served  the  gourmet  meal.  Appalled 
by  the  contrast  between  their  menu 
and  the  paltry  fare  being  passed  out 
in  the  Third  World,  many  of  the  for- 
tunate 15%  elected  to  give  their  din- 
ners away  to  the  less  fortunate. 
Helpings  of  mixed  baby  greens  and 
shrimp  in  an  orange  vinaigrette; 
breast  of  chicken  stuffed  with  sun- 
dried  tomatoes  and  mozzarella 
cheese  served  with  angel  hair  pasta 
with  pesto;  an  impressive  almond 
tuile  filled  with  pastry  cream,  fresh 
fruit  and  handmade  truffles,  were 


Food  was  passed  over  the  ropes  to  the  Armani-dad  'Third  World' 


passed  over  the  ropes  to  the  Armani- 
clad  "Third  World." 

Others  seemed  curiously 
untouched  by  the  spirit  of  the  event. 
One  group  of  gentlemen,  relegated 
to  the  pseudo-Third  World,  had 
picked  themselves  up  by  their 
Lucchese  bootstraps  and  risen  above 


their  impoverished  surroundings. 
Upon  several  overturned  trash  cans 
they  had  arrayed  a  veritable  feast  of  a 
complete  chicken  breast  entree,  a 
shrimp  salad  and  a  basket  of  rolls 
from  an  adjacent  gourmet  table,  a 
liberal  helping  of  beans  and  tortillas 
and  a  plateful  of  rice.  One  man,  pos- 
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Faux  pas:  a  woman  got  her  plateful  of  rice,  scrutinized  the  steaming  white  mound  for 
a  minute,  then  looked  up  at  the  staffers  behind  the  serving  tables.  "Is  there  any  soy  sauce?"  she  inquired. 
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sibly  from  a  local  agent  training  pro- 
gram, actively  sought  out  additional 
food  donations  from  the  gourmet 
tables.  And  so  it  went. 

How,  then,  to  handle  ourselves  at 
a  Hunger  Banquet.^  Most  of  us  know 
how  to  behave  at  the  stuffiest  of 
black-tie  benefit  dinners.  But  in  the 
"Third  World".?  Aplomb  in  such  try- 
ing circumstances  does  not  come 
easily,  even  for  persons  of  power, 
celebs  with  agents,  publicists,  per- 
sonal managers,  and  other  handlers 
to  help  them  over  the  rough  spots. 
And  rough  spots  there  can  be,  a- 
plenty. 

If  you  arc  at  all  prominent,  you 
will  have  a  microphone  thrust  in 
your  face  and  be  asked  some  ques- 
tion that  is  nobody's  business,  such 
as,  "Did  you  fast  today.f*"  Do  not  stum- 
ble! At  last  year's  Hollywood  banquet, 
young  Sara  Ciilbert  from  the  television 
show  Rosi'dtinc  was  asked  if  she  had 
eaten  the  day  of  the  event.  She  quickly 
responded,  "No."  A  beat  later,  she 
added,  somewhat  sheepishly,  "Well,  I 


had  a  bagel  this  morning." 

knoxhcx  faux  pas  occurred  as  din- 
ner was  served  to  the  "Third 
World"ers.  A  woman  got  her  plateful 
of  rice,  scrutinized  the  steaming 
white  mound  for  a  minute,  then 
looked  up  at  the  staffers  behind  the 
serving  tables.  "Is  there  any  soy 
sauce.''"  she  inquired. 

The  key  to  avoiding  blunders  such  as 
these  is — preparation!  Rehearse  a  few 
well-chosen  lines  on  the  problem  of 
global  hunger  and  your  solidarity 
with  the  peoples  of  the  Third  World 
(the  real  Third  World,  that  is.) 
These  pronouncements  will  come  in 
handy  if  you're  buttonholed  by  some 
aggressive  young  Turk  from  Fox 
News  or  your  local  station. 

Above  all,  despite  what  the 
Hunger  Banquet's  well-meaning 
organizers  may  advise,  do  not  arrive 
at  fhe  event  hungry.  A  full  stomach  will 
give  you  the  intestinal  fortitude  to 
push  away  that  plate  of  rice  with  a 
serene,  even  ascetic  smile. 

The  banquet  will  not  really  get 


underway  until  8:00  p.m.  or  there- 
abouts, so  swing  by  (or  have  your 
driver  swing  by)  a  favorite  restaurant 
for  a  quick  bite  beforehand.  The 
Zagat  restaurant  guides  are  a  good 
source  for  places  that  offer  pre-the- 
ater  menus  with  special  pricing.  Or, 
play  tourist  and  snag  an  unchic  6:00 
p.m.  reservation  at  Spago;  it's  the 
only  time  that  non-regulars  can  get  a 
table.  Also:  if  you  replace  your  cus- 
tomary cocktail  of  .Absolut  on  the 
rocks  with  a  Screwdriver,  a 
Seabreeze  or  a  Mai  Tai,  you  will  be 
able  to  respond  to  the  dreaded  ques- 
tion, "Did  you  fast  today.?"  with  the 
truthful,  "Well,  I  did  have  a  little 
fruit  juice." 

Should  you  decide  to  eat  at  the 
event,  chances  are  you  will  face  a 
plate  of  rice  with  nars  a  fork  in  sight. 
Last  year's  Hollywood  Hunger 
Banquet  guests  appeared  to  find  this 
the  most  awkward  part  of  the  evening, 
although  some  exhibited  real  ingenuity. 
One  aristcKTatic-liK^king  older  woman 
maintained  her  a>nsidcrablc  dignity  by 
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fpringing  rice  to  her  lips  with  a  crude 
<:(X)p-iike  t(K)l  fashioned  from  a  piece  of 
tyrofoam  cup.  "Some  bright  young  guy 
l^ave  me  a  piece  of  his  cup,"  explained 
he  lady,  who  turned  out  to  be  the  mother 
)f  a  prominent  TV  actor. 

You  could  "happen  to  find"  a 
tray  fork  in  your  purse  or  pocket, 
but  beware:  that  tends  to  cause  other 
uests  to  view  you  with  suspicion. 
iFailing  that,  you'll  have  to  make  do 
"with  manual  dexterity.  At  the 
Hollywood  event,  the  most  accom- 
plished rice-eaters  held  their  paper 
plates  close  to  their  chins  and 
brought  their  fingers  together  in  a 
scooping  motion,  lifting  a  clump  of 
rice  directly  to  their  mouths.  A  bit  of 
practice  at  home  in  front  of  a  mirror 
should  remove  any  traces  of  awk- 
wardness, although  plastic  sheeting 
on  the  floor  is  useful  until  you 
become  adept. 

This  leads  directly  to  the  ques- 
tion of  attire.  The  invitations  for  the 
Hollywood  Hunger  Banquet  sug- 
gested "casual  elegance,"  but  this  is 
not  the  occasion  to  debut  a  fuschia 


silk  chiffon  miniskirt  from  Versace. 
Leave  the  flashy  and  the  frivolous  in 
your  walk-in  closet  at  home. 
Essentially,  wear  what  you  would  to  a 
picnic,  keeping  in  mind  that  you  may 
be  sitting  on  straw-covered  matting 
for  long  periods  of  time.  For  the 
ladies,  a  warm  wool  shawl  can  double 
as  an  impromptu  picnic  blanket,  or  it 
can  be  draped  about  the  shoulders  to 
deflect  stray  clumps  of  rice  from 
maladroit  diners. 

As  always,  jeans  are  correct.  With 
other  clothing,  muted  earth  tones 
entirely  suitable;  black  will  show  the 
bits  of  straw  (and  rice)  and  white  may 
show  the  dirt.  Sturdy,  comfortable 
shoes  are  a  must.  And  you  won't  regret 
slipping  a  few  packets  of  premoist- 
ened  towelettes  into  a  side  pocket. 

For  more  comfortable  seating  in 
the  Third  World,  the  Hammacher 
Schlemmer  catalogue  (800-543-3366) 
offers  a  folding  chair  for  $99.95  that 
collapses  into  its  own  4"  x  4"  x  34"  car- 
rying bag,  designed  to  be  worn  over 
the  shoulder.  Unfolded,  the  steel- 
framed,  canvas-covered  "Sitcom" 


chair  (a  great  name,  don't  you  think.-*) 
looks  like  a  director's  chair — what 
could  be  more  appropriate.' 

When  you've  heard  enough 
speeches  about  drainage  projects  in 
('ambodia  and  are  ready  to  beat  a 
retreat,  here's  your  exit  line:  totter 
unsteadily  up  to  one  of  the  event's 
volunteer  staffers  and  tell  him  or  her 
that  the  day  'sfast  has  left  you  feeling  light- 
headed. They  will  hasten  you  to  the 
door  and  in  no  time  you'll  be  resting 
comfortably  in  the  back  of  your  limo. 

If  your  driver  is  worth  his  salt,  he 
will  have  nipped  out  and  secured  you 
a  burrito  from  your  local  Taco  Bell. 
As  you  adjust  the  lap  rug  around  your 
legs,  nibble  on  the  burrito  and  watch 
the  lights  of  the  city  twinkle  past 
your  (tinted)  windows,  you  may  be 
reminded  of  Cervantes's  line  from 
Don  Quixote  that  "There's  no  sauce  in 
the  world  like  hunger."  But  a  little 
salsa  doesn't  hurt,  either.iJS 

Jean  T.  Barret  i  is  a  Los  Angeles- 
based  writer  who  deals  in  thorny  ques- 
tions of  corporate  etiquette. 


Your  Home  Would  Be  Worth  More 
If  It  Had  Running  Water. 

Because  with  SwimEx,  you  could  swim  in  place  against  a  moving  current  of  water. 

You  could  adjust  the  speed.  You  could  adjust  the  temperature.  Yet  you'd  never  need 
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.  §i¥lmEx 

^nits  starting  at  $2 1 ,950 

;treet,  Warren,  RI  02885  Tel.  401-245-7946 


Even  wine  writers  have  bad 
days,  and  a  mornirif^  spent  sam- 
•pling  chardonnays  from  around  the 
world  qualifies  as 
tedious  in  a  major 
way.  At  the  risk  of 
being  brought  in 
for  reprogramming 
by  the  wine  police, 
I  must  tell  you  that  if  I  have  to 
drink  another  chardonnay  soon  I'll 
gag.  And  it's  not  just  me. 

Although  you  can't  tell  it  from  the 
statistics,  the  chardonnay  backlash  has 
been  underway  among  serious  wino- 
philes  for  some  time  now.  While  for 
most  recreational  drinkers  in  this  coun- 
try chardonnay  is  white  wine,  for  veteran 
imbibers  it  has  become  BOR-ing.  In  the 
time  it  takes  you  to  read  this  page, 
dozens  of  jaded  diners  from  coast  to 
coast  will  scrabble  through  the  chardon- 
nay pages  of  then  cY/rfes  ^es  vim  in  search 
of  something  with  a  personality. 
Increasingly,  "anything  but  chardon- 
nay" has  become  their  bottle  cry. 

The  position  of  chardonnay  as 
America's  most  thirsted-for  white 
wine  is  based  largely  on  the  well- 


Grapejuice 


Bottle  Cry: 
Anything  But 
Chardonnay! 


By  Si kphkn  Tanzk r 


deserved  reputation  of  a  handful  of 
extraordinary  vineyards  in 
Burgundy's  Cote  d'Or,  and  on  a  hoard 
of  ripe  and  easy  New  World  imita- 
tions. But  grand  crus  from 
Burgundy's  top  practitioners  begin  at 
$100  a  bottle  these  days,  and  even 
premier  crus  can  set  you  back  $50. 
C^alifornia  is  a  far  more  affordable 
option.  With  apologies  to  the  handful 
of  superstars  turning  out  wines  of  dis- 
tinction, though,  there's  a  depressing 
blandness  to  most  chardonnays  issu- 
ing from  that  state.  Vou  can  pay 
somewhat  less  for  the  fat  and  happy 
chardonnays  of  Australia,  or  much 
less  for  a  slimmer  \ersion  from  Chile. 
Or,  you  can  venture  up  the  c\olution- 
arv  scale,  bcvoiul  chardonnav. 


The  point  is,  there's  a  lifetime' 
worth  of  outstanding,  if  less  swanky 
white  wine  on  the  market  in  th< 
under-$20  range — refreshing,  as 
sertive  wines  of  character  that  mee 
all  of  your  warm-weather  entertaininj 
needs.  In  the  following  paragraphs 
I've  highlighted  three  alternative 
varieties  that  should  carry  yoi 
through  to  Labor  Day.  These  art 
hardly  the  only  other  white  grapes  o 
merit,  merely  a  point  of  departure  fo 
your  vacation  from  chardonnay. 

Nor  are  the  producers  singled  out* 
in  the  accompanying  box  a  compre- 
hensive list  of  the  names  to  seek  out 
But  whether  you  trs'  the  aristocratic 
riesling,  the  bracing  chenin  blanc,  oi 
the  pungent  sauvignon  blanc,  you'rcJj  pf 
sure  to  be  tasting  the  real  article  il 
you  begin  with  the  sources  I've 
cited.  The  three  varieties  discussed 
below  share  fresh  acidity,  a  highly 
aromatic  character,  and  a  strong  min- 
erally  quality  from  the  soil  in  which^ 
they  are  grown.  These  traits  make 
them  copacetic  with  most  shellfish, 
fin  fish,  poultry  and  white  meats;L 
they're  also  delightful  as  aperitifs. 
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Riesling 

At  our  house,  five  bottles  of  riesH 
ling  are  broached  for  every  one  of 
chardonnay.  Riesling  comes  in  all! 
styles,  from  bone-dry  and  delicate  toi 
staggeringly  rich  yet  remarkably 
racy.  The  best  examples  of  excry 
persuasion  retain  a  brisk  balancing 
acidity  that  keeps  even  the  sweetest 
wines  from  cloying. 

The   normal Iv   tpiite   dry   and 
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sometimes  dt)wnrighi  austere  rics- 
lings  of  Alsace  pack  considerably 
more  alci>hol  and  are  thus  more  full- 
biulied  than  their  (Jerman  counter- 
parts. .\  typical  .Msace  riesling  otTers 
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YouIl  Probably  Retire 
Beeobe  They  Do. 
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Many  watches 
can  tell  time 
accurately, 
a  few  can  tell 
■time      beauti- 

FULLY.  But  ONLY 
D    N    E         IS  D    E    - 

jj_  SIGNED  TO  DO 
BOTH  FDR  THE 
NEXT      25     YEARS. 

'i  'INTRODUCING  THE 
NEW  ACCUTRON 
COLLECTION. 


No      OTHER     WATCH      IN     THE     WORLD 

PROTECTS  ITS  OWNER 
FOR  A  FULL  gUARTER 
CENTURY.      DESIGNED 

IN    America,    with   an 

UNSURPASSED  TUN- 
ING FORK  gUARTZ 
MOVEMENT,  UNigUE 
THREE-TIERED  BEVELING,  AND  VIRTUALLY 
INDESTRUCTIBLE     SAPPHIRE     CRYSTAL, 


THE  BALANCE  BETWEEN  CRAFTS- 
MANSHIP AND  TECHNOLOGY  ALLOWS 
US  TD  OFFER  A  WARRANTY  THAT'S 
SECOND  TO  NONE.  SO  WHILE  THE 
ACCUTRON  CAN  ARGUABLY  BE  CALLED 
THE  MOST  BEAUTIFUL  WATCH  IN 
THE  WORLD,  IT'S  NOT  THE  ONLY 
REASON       TO 

BE     INTRIGUED  ACCUTRON 

BY  ONE. 


.1 


B    U    L    O    V    A 

Michael's  Jewelers,  Connecticut  ~  Smart  Jewelers,  Chicago 


O1991.  Bulova  Cocpomion.  Accuiron*  and  ihc  tuning  fork  s)rmbol  ut  rrgistcrcd  tradmuiks  of  ihc  Bulovi  Cofporation.  To  l«ni  momboui  our  cicluuvt  warranry.  Kt  y^xir  Accuiron  |<wtlrr 


heady  aromas  of  pineapple,  citric 
fruits,  earth,  flowers  and  minerals. 
This  is  a  wine  of  subtle  intensity  of 
flavor  rather  than  sheer  weight, 
never  overblown.  Expect  to  pay  $12- 
$20  for  the  majority  of  wines  from 
good  producers.  (The  super-rich 
late-harvest  wines,  made  in  tiny 
quantities  in  exceptional  years,  can 
easily  be  two  or  three  times  that 
price  range.)  As  for  food  and  wine 
pairings,  riesling  couples  felicitously 
with  fish  and  chicken  in  cream 
sauces,  but  the  classic  duo  in 
Strasbourg  is  riesling  and  onion  tart. 
The  word  "plonk"  was  virtually 


invented  to  describe  the  cheap,  flac- 
cid regional  blends  from  Germany. 
Perhaps  as  a  reaction  against  these 
insipid  wines,  few  casual  drinkers 
have  made  the  effort  to  penetrate  the 
mysteries  of  German  riesling.  Yet 
wines  from  Germany's  most  quality- 
conscious  growers  and  best  vineyards 
more  than  merit  the  effort  it  takes  to 
decode  the  German  labeling  system. 
A  full  explanation  of  German 
labels  would  take  us  well  into  the 
summer.  For  now,  you  need  to  know 
that  besides  showing  the  name  of 
the  producer,  the  German  label  indi- 
cates the  origin  of  the  grapes  (region, 
district,  vineyard  site)  and  the  level 
of  ripeness  at  which  they  were  har- 
vested. For  reasonably  dry  wines, 
stick  to  bottles  designated  kabinett, 
these  are  delicate,  elegant  wines, 
made  from  grapes  of  good  but  not 
excessive  ripeness,  that  typically 
feature  a  relatively  benign  7%-8% 
alcohol.  {Spdtlese  and  auslese  wines 
are  made  from  successively  riper 
grapes,  and  these  larger-scaled  wines 


generally  carry  more  alcohol 
well  as  residual  sugar.) 

One  morning  in  the  late  197( 
the  German  wine  establishme 
woke  up  to  the  realization  that  tht| 
country  was  importing  the  liot 
share  of  Alsace's  dry  rieslings.  Tlj 
resulting  craze  for  home-grown  dj 
wines  led  to  the  proliferation  \ 
trocken  (dry)  and  halbtrocken  (hall 
dry)  bottles.  Rather  than  leavirj 
substantial  amounts  of  unfermente 
sugar  in  their  wines,  a  growing  nur 
ber  of  producers  began  fermenting 
their  grape  musts  to  total  or  nea 
complete  dryness.  Naturally,  tbp*"' 
more  sugar-laden  the  grapes  th 
style  of  wine  begins  with,  the  high 
the  alcohol  level  will  be  in  the  fir 
ished  wine.  Rich  trocken  win 
made  from  auslese-level  grapes  ca 
easily  reacn  13%,  giving  them  a  tex 
ture  and  palate  impact  more  lik 
Alsace's  rieslings.  If  the  label  say 
trocken,  the  wine  is  going  to  be  ver 
dry;  while  a  halbtrocken  is  slightl' 
sweet  on  paper,  in  your  mouth  ic'ili|oy 
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When  sailing  through 
Beverly  Hills,  stay  at  the  flagship  of  luxury 


A  VINTAGE  PORT 


AUCKLANO     RALI.  BANC^KOK     BHVf  Rl  V  Mil  I  S     Fill     HONG  KONG    JAKARTA     Kl 


ely  to  taste  dryer  than  most  New 
orld  chardonnays  due  to  its  higher 
vel  of  acidity.  Like  the  rieshngs  of 
Isace,  trocken  and  halbtrocken 
ines  are  notably  food-friendly,  not 
mention  invigorating,  but  do  stick 
0  the  top  producers  as  weaker 
xamples  of  these  wines  can  be  thin 
nd  fruit-deficient. 

Very  generally  speaking,  German 

iesling  in  green  bottles  (from  the 

ortherly  Mosel-Saar-Ruwer  region) 

s  likely  to  be  crisp  and  appley,  with 

steely,  mineral  undertone  that 

omes  from  slate  soils.  Wine  in 

rown  bottles  (from  regions  that 

nclude  the  warmer  Rheingau  and 

Rheinpfalz)  is  generally  lusher  and 

arthier,  but  should  also  have  good 

balancing  acidity.  Try  a  German 

kabinett  with  smoked  trout,  or  pair  a 

trocken  wine  with  fried  foods  like 

calamari  and  eggplant.  $10-$20. 

Chenin  Blanc 

This  long-overlooked  grape  has 
enjoyed  surging  popularity  among 


the  cognoscenti  thanks  to  a  succes- 
sion of  superb  vintages  in  the  Loire 
Valley.  The  chenin  blanc  grape  has 
much  in  common  with  riesling, 
including  its  ability  to  retain  piquant 
acidity  at  high  levels  of  ripeness  and 
its  susceptibility  to  botrytis,  the  fun- 
gus responsible  for  the  most  of 
world's  greatest  dessert  wines.  Two 


'»>, 


of  the  best  sources  of  dryer  wines 
made  from  chenin  come  from  the 
central  Loire  Valley:  from  Saven- 
nieres  next  to  the  town  of  Angers, 
and  Vouvray,  just  outside  Tours. 

From  a  cool  year,  the  steely, 
lemon-limey,  forbidding  Saven- 


nieres  is  the  masochist's  wine  of 
choice,  with  enough  acidity  to  poach 
your  tongue.  But  in  the  freakishly 
ripe  '89  and  '90  vintages,  atypically 
rich  wines  were  made,  some  with 
slight  residual  sugar  but  still  bracing 
enough  for  even  the  most  inveterate 
acid  head.  Even  where  the  wines 
from  these  harvests  are  totally  dry, 
they  already  hint  at  the  honeyed 
richness  that  normally  arrives  only 
after  a  decade  of  aging.  Savennieres 
goes  swimmingly  with  river  fish  of 
any  stripe,  as  well  as  with  crudites. 
$12-$20  and  climbing. 

Depending  on  the  site,  the 
weather  and  the  winemaker's  pro- 
clivities, Vouvray  may  be  dry  (sec), 
off-dry  {demi-sec),  medium  sweet 
{moelleux),  or  luscious  beyond  all  rea- 
son {doux,  liquoreux,  or  a  variety  of 
proprietary  names).  The  best  dry 
Vouvrays  are  approachable  when 
young,  though  high  in  acidity,  and 
gain  in  complexity  for  a  decade  or 
more.  In  extremely  ripe  years  like 
'89  and  '90,  there  is  relatively  little 
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commerce  relax  with  a  fleet 
of  attendants  on  command. 
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BEVERLY  WILSHIRE 

BtMRlVMIOS 
A  REGENT «^ INTERNATIONAL  HOTEL 

PUR.  LONOO 
?— 

N.  MELBOURNE.  MILAN.  NEW  YORK.  SINGAPORE.  SYDNEY.  TAIPEI            (800)  545'4000 

totally  dry  Vouvray,  but  the  off-dry 
wines,  with  their  aromas  of  spring 
flowers  and  honeysuckle,  are  sur- 
prisingly accessible,  as  well  as  flexi- 
ble at  table.  Stick  to  the  best 
growers,  though:  the  market  is 
awash  in  insipid  and  oversulfured 
Vouvray.  As  with  Savennieres,  angu- 
lar young  Vouvrays  with  biting  acidi- 
ty beg  for  food  (try  a  rich  dish  like 
blanquette  de  veau)\  mellower  or  more 
mature  versions  make  stylish  aperi- 
tifs. Or  try  demi-sec  chenins  with 
dishes  that  feature  sweet  spices 
(Moroccan  pigeon  pie,  curried  chick- 
en salad,  ginger  shrimp).  $12-$18  for 
sec  or  demi-sec;  special  late-harvest 
bottlings  can  run  to  $50  or  more. 

Sauvignon  Blanc 

If  any  wine  can  be  said  to  capture 
the  taste  of  summertime  in  France, 


it  is  the  one  made  outside  the  east- 
ern Loire  Valley  town  of  Sancerre. 


This  racy  version  of  sauvignon  blanc 
features  penetrating  flinty,  grassy 
aromas;  unsubtle  flavor  intensity; 
and  a  very  crisp  aftertaste.  Sancerre 
is  a  wine  to  savor  within  a  year  or 
two  after  its  bottling  for  its  assertive, 
green-edged  tartness.  It's  the  per- 
fect partner  for  the  goat  cheeses  of 
Chavignol,  one  of  Sancerre's  best 
wine-producing  villages.  $12-$18. 

Sauvignon  blanc  from  neighbor- 
ing Pouilly-sur-Loire  is  often  a 
slightly  more  substantial,  smoky 
and  refined  version  of  Sancerre, 
but  even  professional  sniffers  have 
trouble  telling  the  two  apart.  While 
its  cousin  from  across  the  river 
must  be  drunk  early  before  it  loses 
its  Sancerreness,  Pouilly-Fume 
rewards  a  couple  years  of  bottle 
aging.  A  refreshing  drink  with 
pasta  and  spring  vegetables.  $14- 


$20,  with  some  special  bottling' 
considerably  more  expensive. 

Chardonnay  Redux 

When  grown  in  the  cool,  clay-anc 
chalk  soils  around  the  sleepy  townc 
Chablis,  chardonnay  is  transforme 
into  one  of  the  world's  most  cerebn 
and  distinctive  whites.  You  ecu! 
almost  swear  it  wasn't  chardonna 
Redolent  of  wet  stone,  mineral 
new-mown  hay  and  acacia  flower 
Chablis  is  at  once  harder  and  mor 
delicate  than  white  Burgundies  fron 
the  Cote  d'Or  proper  nearly  10 
miles  to  the  southeast — and  pote 
tially  at  least  as  long-lived.  Le  vn 
Chablis  is  always  in  short  supply,  anc 
prices  can  be  high.  But  at  $18-$30  fo 
premier  crus,  and  $25-$50  for  granc 
crus,  they  are  about  half  as  expensivt 
as  their  counterparts  from  Puligny 
and  Chassagne-Montrachet.  Premiei 
cru  Chablis  is  the  ultimate  oystei 
companion.  A  word  of  warning:  don'i 
be  fooled  by  a  drink  called  California 
Chablis;  this  is  a  wine  for  oxvmorons. 


Stephen  Tanzer  is  editor  ana 
publisher  o/The  New  York  Wine 
Cellar,  a  3 2 -page  bimonthly  newslet- 
ter covering  the  ziorld's  fine  tcines. 
Annual  subscription:  S-^S.  For  more 
information,  call  212-772-0454. 


Vintages  and  Producers  To  Look  For 


Alsace  Riesling:  Prototypical 
ripe  but  not  overripe  '88s  with 
sound  acidity  and  focused  flavors. 
Freakishly  opulent  '89s,  with  an 
unprecedented  quantity  of  rich, 
late-harvest  bottlings.  Very  ripe  but 
more  classically  styled  '90s.  Try: 
Albert  Boxler,  Marcel  Deiss,  Marc 
Kreydenweiss,  Albert  Mann, 
Domaine  Trimbach,  Domaine 
Weinbach,  Zind-Humbrccht. 

German  Riesling:  Stylish  and 
juicy  '88s.  Extremely  rich  but  wild- 
ly inconsistent  '89s,  with  some 
excessively  alcoholic  or  harsh 
wines.  Consistently  great  '9()s  that 
possess  an  uncanny  combination  of 
richness  «//// acidity.  For  especially 
good  dryer-styled  wines,  look  for: 
Hermann     Don  nh  off.    August 


Eser,  Weingut  Gunderloch,  Frei- 
herr  zu  Knyphausen,  Koehler- 
Ruprecht,  Franz  Kiinstler,  Lin- 
genfelder.  Dr.  Loosen,  Maximin 
Grunhaus,  MuUer-Catoir. 

Savennieres:  Classic  wines  in 
'88;  atypically  ripe,  fleshy  exam- 
ples in  '89  and  '90,  some  with 
slight  residual  sugar.  Chateau  de 
Chamboureau/Pierre  et  Yves 
Soulez,  Chateau  d'Epire,  Do- 
maine des  Baumard,  CU)ulee  de 
Senant/Madame  Joly,  Domaine 
du  Closel/Madame  de  Jesscy. 

Vouvray:  Similar  to  Sa\en- 
nicres,  with  many  of  the  greatest 
estates  producing  little  true  .wr  wine 
in  '89  or  '90.  The  most  successful 
moellcux  bottlings  will  ultimately 
rank  with  the  tliicst  of  this  cciuurv. 


Didier  Champalou,  .\ndre  Foreau. 
Gaston  Huet,  Chateau  de  Moncon- 
tour.  Prince  Poniatowski. 

Sancerre:  Typical  racy,  scented, 
wines  in  '88.  \'er\  ripe  '89s  and  '9()s 
that  some  purists  consider  too  rich  by 
half;  but  plenty  of  sui")erb  wines  were 
made.  Paul  Cotat.  Lucien  Crochet. 
Hippolyte  Re\crdy.  Lucien  Thomas. 

Pouitly-Fum^:  N'intagc  character 
similar  to  Sancerre.  Didier  Dague- 
neau.  Paul  Figcat.  Chateau  du 
No/.et/I  .adoucette. 

Chablis:  Better  than  average 
'88s;  \  er\  rich  and  concentrated  but 
sometimes  acid-dctlcicni  '89s;  ripe 
■90s  with  bright  juicy  acidity.  Rend 
Dauvissat,  Domaine  dc  la  Mal- 
adiere/William  Fe\  re.  Louis 
Michel.  lean-Marie  Raxeneau.  41 
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To  Succeed  In  Business, 

You've  Got  To  Show  The  Compietition 

Exactly  What  You're  Made  Of. 


old-Kvarldoaftsr 

AtADen-Ednwnds 

quality  is  an  easfl\  e 

posiion.  We  prefer  expiaaing 

exacth' hoM' our  shoes  aie  made: 

And,  in  turn,  prove  Id  our 
customers  that  ADen-Edmonds  are 


the  tvarid's  finest 


^wes^made 
n^here; 
Amerca. 

Oirsufjpiias 


TheiMek — a  pieoe  of  leather 

holding  the  insolev  the  ooftsole  and 

shoe  ufjper  together — runsa 

fuD36(f  around  tie  scfe. 

Other  shoes  utiizealSffwdt 

ornoweltatalL 

Betvreen  the  sole  and  insole;  we  put 
a  bver  of  natural  cork  for  added 

cushion.  Between  the  ouler  leather 

and  fining,  a  cotton  flannel 
douft)ler  he^  diss^ : 
moisture. 


ADen^dmoncb  •wO 

daftodftfaeycanberc  ^our 

factory,  a  mmber  01  OuKS. 

lb  odend  their  life  e^en  longer 

So,nexttime  ~-^ 

someAoeinjIuei    ^w 
begins  daknng  ^^ 

qiBfity,look     ■ 
themstiaiglitin  ^ 
diee%vandask  M 
far  facts.  \buU  ^ 
find  out  exactly 
what  thev^  made  of  . 
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American  made  AOen- 


Edmonds  shoes  are 


t  fine  stores  woridwide. 


Men 
;5imonds 
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Wallach' 


I'af/iodsm  jit'ls  ti 

ll'^  It/)  a"it/l  //it' 

lictty  (jrahic  s/ioe 

h  Slittirt  Wfifziiu/ii, 

ill  k'^/iiff  ic'illi  it't/, 

iitiv\  or  hliid-  iriiii. 

$nO.  At  Dolly  Ditz, 

lifjifi  Raton,  or  t  til  I 

St  It  tilt  Wfitziiitiii, 


Ht/ts  off  to  Ann  \nillt\  for  licr  silk  Inisclnill 

ttif)  ii:'it/i  ooltl  sttirs.  $45.  At  Brn^t/orf 

Goodman,  Nea'  York;  Faux  }iod\ 

Ornainrnts,  Im  Angeles:  or  to  order  from 

Ann  \nilh\203-S53-22Sl. 
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Sliiitiii\i,  the  issue: 

tailored  blouses  in 

erisf)  fotton  hivad- 

tlot/i  and  hright 

stripes,  by  liivoh 

a  rot  lie  IS.  $50.  At 

all  Hrooks  lirothers 

stores,  or  call  800- 

274-1816. 
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Red,  ic'hite  and  blue,  and  r/iinesfones  too,  on 

/Arse  eHomeledfamniis  tipped  i:ifli  A  us  f nan 

efys/td.  by  Jay  St/vngzcater.  $100.  At  t//l  Salts 

Fifth  AtYNue,  Jaeobson  's  and  Pansianne  s/ons 


Stars  and 
Stripes  Summer 

It's  a  ijrand  oW\  flajz.  but  you  can 
teach  it  a  few  new  tricks  this  summer. 

CM  it  the  Red.  White  and  Mhie  or 

the  vStar  Spangled  Banner — the  colors 

and  symbols  of  the  American  flan 

are  favorite  themes  in  the  season's 

otTerings.  Betsv  Ross  never 

knew  it  could  be  like  ihis!« 
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Cook'u  Cutters: 
Subscribe  to  Cookie 
of  the  .Month's  regu- 
lar service,  ibromm- 
ies  in  May,  tarts  im 
r,.  ,    '     "  ■     ■  fr-r 
.       .  .-  the 
goodtes  in  Shaker 
boxes  shotrn  here. 
800-322-6248. 
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)f  Benedictine  £  Brandy.  Savor  it  over  ice  or  stmiffit  up. 
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CARHENGE 


about  (^arhcn^e,  a  full-size  replica  of 
Stonehen^e  located  in  Alliance,  Neb.,  is  not  the 
cars  used  to  build  it,  but  the  people  who 
come  to  see  it. 

A  visiting  couple  from  Sweden  (or 
Switzerland,  it's  a  matter  of  local  debate,  but 
it's  definitely  an  "Sw-"  countr>  )  arri\ed  and 
proclaimed:  "We  have  seen  it,  now  we  may  die." 

In  fact,  that's  just  what  Jim  Reinders, 
(varhenge's  aiiteur,  has  in  mind.  He's  purchased 
a  '77  Lincoln  Continental  Mark  \  and  left 
instructions  to  bur>  him  in  the  car  near  the  cir- 
cle's center  (the  equivalent  of  Stonehen^e's  Altar 
Stone)  when  he  dies. 

This  summer  will  be  the  fifth  anni\ersar>  of 
the  fateful  family  reunion  when  Reinders,  with 
forklift,  backhoe,  30  people,  1, ()()()  cans  of  beer 
and  somewhat  distressing  single-mindedness, 
turned  part  of  the  family  farm  into  a  perfect  auto- 
m()ti\  e  replica  of  the  original  Stonehen^e. 

Today,  the  self-appointed  Friends  of  Carhenge 
maintain  the  site  and  beat  back  periodic  Philistine 
attempts  to  raze  it,  lest  pilgrims  from  far  and  wide 
be  disappointed.  Take  the  two  Dutchman  who 
showed  up  in  a  cab.  From  New  Y'ork.  They 
bought  it  used,  and  after  visiting  Jack  Kerouac's 
gra\  e,  embarked  on  a  memorial  tour  of  America. 
They'd  never  seen  Stonehenge,  and  like  man>  \  is- 
itors,  no  longer  feel  it  necessar\ :  \>  hile  Stonehenge 
deteriorates,  Carhenge  continues  to  grow. 

Last  summer's  solstice  featured  the  installa- 
tion of  the  Heel  Stone,  a  '62  (vadd>  with  tail  fins 
that  made  Mob>  Dick  look  like  a  rough  draft. 
Stonehenge's  Heel  Stone  weighs  an  estimated  35 
tons,  which  would  have  required  600  people  to 
struggle  for  a  month  to  maneuxer  into  position. 
The  (vadd>  look  80  or  so  people  pulling  on  stout 
ropes  about  30  seconds. 

These  and  other  solstice  celebrations  do  won- 
ders for  the  illusion.  Reside  a  bonfire,  under  star- 
lit skies,  and  perhaps  also  heavy  sedation,  things 
do  resemble  Stonehenge.  The  South  lironx  isn't 
such  a  bad  guess  either. 

And  it  ain't  enough  for  Sal  Romano,  New 
JerscN  native  and  recent  \isitor.  When  asked 
what  he  made  of  this  Stonehenge  of  cars,  Sal 
looked  up  quizzically:  Stonehenge?  "Is  that  what 
this  is?"  — LiAM  Cm. 1. WAN 

(]arhenge  is  k)cated  two  miles  north  of  Alliance, 
Neb.,  on  I  I.S.  385.  Infi)rmation:  308-762-4954.© 
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RELAX,  SMALLTOWN  AMERICA. 
That  guy  aiming  at  your  local 
post  office  is  ;/6i/ another  dis- 
gruntled letter  carrier  out  to 
waste  his  former  co-workers. 
No,  this  sniper  has  a  loftier 
intention.  His  weapon  is  a 
Canon  A-1,  and  his  "quest," 
he  says,  is  to  photograph  every 
"architecturally  interesting" 
post  office  in  the  country. 
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For  15  years  now,  Howard 
Steinberg,  the  medical  direc- 
tor of  Pfizer  Labs,  has  been 
running  rent-a-cars  ragged 
down  the  lonely  byways  and 
one-lane  dirt  roads  of  rural 
America  in  search  of  the 
unique,  distinct  and — to  us 
highfalutin  city  folk — posi- 
tively ridiculous  structures 
that  are  collecti\elv  the  lowest 


' 


common  denominator  of  the  nation's 
largest  civilian  employer. 

What's  the  attraction?  Well,  beau- 
ty— in  anything — is  in  the  eye  of  the 
obsessor.  Steinberg,  45,  caught  his 
post  office  bug  back  in  the  1970s  in  a 
small  town  east  of  Sacramento.  He 
noticed  a  period  building  with  a  lit- 
tle zip  code  sign  out  front  wedged  in 
amongst  all  the  vintage  architecture. 
"I  thought,  'Incredible — here's  a 
national  system  that  can  do  express 
mail,  send  packages,  sell  stamps,  and 
yet  all  of  the  architecture  is  unique 
to  its  region.'" 

To  date,  Steinberg  has  tracked 
down  over  4,000  P.O.s — almost  14% 
of  the  total — in  all  50  states.  But  he's 
photographed  only  around  1,300  of 
'em,  the  difference  being  those  less 
than  interesting.  "I've  driven  150 
miles  to  find  two  or  three  that 
weren't  that  good,"  he  says,  obvious- 
ly relishing  the  hunt.  "There  are  a  lot 
of  wild-goose  chases  in  this  hobby." 

Steinberg's  P.O.  photos  run  the 
gamut  of  backwater  American  style: 
sharecropper  shacks  in  the  Deep 
South,  white  steepled  clapboards  in 
New  England,  adobe  boxes  in  the 
Southwest,  and  hunting  cabins, 
complete  with  dccorati\c  moose 
horns,  way  up  in  Alaska.  The  P.O. 
of  Foxton,  (^olo.,  is  a  log  cabin,  the 
P.O.  in  Mi(|U{)n,  Pa.,  is  in  a  stone 
house,  and  the  lepers  in  Kalaupapa, 
Hawaii,  buy  their  stamps  in  an 
olive  drab  hut. 
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It  seems  towns  don't  give  a  hoot 
for  pretension  when  it  comes  to  their 
mail.  "They  make  courthouses  and 
railroad  stations  into  impressive, 
grandiose  statements,"  says 
Steinberg.  "But  they'll  put  a  post 
office  down  any  place  it  will  fit." 
When  Steinberg  rolled  through 
town,  the  folks  in  Murdock,  Fla., 
had  theirs  attached  to  a  fruit  ship- 
ping stand;  a  grain  elevator  loomed 
behind  the  P.O.  in  Magnolia,  Minn.; 
the  town  elders  in  Bruin,  Ky.,  could 
pick  up  "Live  Bait"  right  next  door 
to  their  P.O.;  and  the  proud  resi- 
dents of  Shiloh,  Va.,  were  buying 
stamps  in  a  beat-up  old  trailer.  "You 
find  a  lot  of  those,"  he  explains. 
"Beat-up  old  trailers  don't  exemplify 
any  architectural  style,  except  for 
the  fact  that  there  are  a  lot  of  beat- 
up  old  trailers  in  rural  areas." 

Asked  for  his  favorite,  Steinberg 
waxes  romantic  about  Reverie, 
Tenn.  "I  couldn't  find  it  on  a  state 
map  and  that  really  threw  me,"  he 
says.  "I  asked  at  five  gas  stations, 
smaller  and  smaller  towns,  and  kept 
getting  blank  stares  until  this  old 
guy  said,  'Oh  yeah,  Reverie. ..you 
can't  get  there  from  Tennessee.'" 
His  pulse  quickening,  Steinberg 
shot  into  Arkansas  and  drove  50 
miles  along  the  Mississippi  River  to 
where  he  thought  the  little  town 
should  be.  "I  stopped  in  a  post  office 
in  Arkansas.  They  said  'Re\erie.' 
Yep.  Except  it's  over  the  levee,  so 
it's  flooded  half  the  year,  there's  no 
signs,  the  road  is  impossible,  no  one 
can  find  it,  e\eryone  gets  lost.'  I 
said,  'Sounds  fine.'" 

Over  the  levee  and  through  the 
woods,  down  boggy  roads  and  seven 
or  eight  w  rong  turns  later,  Steinberg 
found  his  postal  grail:  a  w  hire  school 
bus  painted  with  red  and  blue 
stripes,  smashed  into  a  tree,  with  the 
hood  of  the  engine  ajar.  Alas,  it  had 
closed  the  year  before,  but  Steinberg 
snapped  it  anyway.  "It  was  the  post 
office  I'd  been  looking  for,  at  that 
point,  for  eight  \ears." 

The  closing  of  a  post  office  would 
be  the  end  of  the  line  for  inanv  of 
the    tiiiN     towns    Steinberg    fre- 
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quents — a  couple  of  houses,  a  gener' 
al  store,  the  P.O.,  and... that's  it.  "Ii 
these  really  small  towns,  sometime 
the  post  office  is  the  town.  The  pco 
pie  will  fight  like  heck  to  keep  it 
because  they  know  that  if  it  goes 
their  identity  goes  too."  The  post- 
master is  often  the  unofficial  towt 
historian,  he's  found,  and  the  P.O 
naturally  becomes  the  center  of  gos- 
sip, news  and  emergency  informa- 
tion. He's  corresponded  with  man\ 
postmasters  over  the  years,  and  chat- 
ted with  many  more.  "They  have  a 
lot  of  time.  Usually  I'm  the  one  w  ho 
has  to  bow  out,  because  I  have  to 
photograph  more  post  offices." 

Listening  to  Steinberg  ramble 
excitedly  in  his  plush-enough  corner 
office,  it's  easy  to  imagine  this  exec 
in  his  play  clothes,  gunning  down 
the  pike,  a  dog-eared  zip  code  direc- 
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tory  and  a  state  map  spread  across 
the  passenger  seat  beside  him.  He's 
single,  so  his  weekends  are  free,  but 
he  laments  that,  since  the  demise 
of  super-cheap  People  Express,  he's 
had  to  do  most  of  his  P.O.  hunting  in  i| 
conjunction  w  ith  business  trips. 

For  all  his  passion,  though, 
Steinberg  is  less  than  show\  w  hen  it 
comes  to  his  collection.  Besides 
indexing  his  slides  meticulously,  he 
keeps  most  of  them  packed  away  in 
boxes  and  can't  recall  ever  having 
made  one  suitable  for  framing. 

Is  it  just  a  coffee-table  btn^k  wait- 
ing to  happen.-  Steinberg  remains 
noncommittal.  "I'nc  said  for  years 
I'll  do  something  with  it.  and  some- 
day I  might,  but  I  haven't  up  to 
now."  For  now.  at  least,  he'll  just 
keep  collecting.  "You're  never  fin- 
ished with  this  type  of  thing."* 
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The  story  of  the 

America's  Cup  races  is  a 

colorful,  even  purple  one. 

Did  you  know, 

for  instance,  that  they 

were  not  always  called 

the  "America's  Cup" 

races?  Indeed,  there  are 

quite  a  few  things 
you  may  not  have  known 
about  the  141-year 
history  of  the  most 
coveted  ewer  in  inter- 
national regattadom. 
Read  on. 


UP 


By  Christopher  Buckley 
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August  22,1851 

John  Cox  Stevens, 
owner  of  a  spiffy, 
sch  Doner-  rigged 
yacht  (from  the 
Dutch  jacht,  "/o 
throw  up  violently  ") 
with  the  in-yo-face 
name  <?/ America 
challenges  the  Royal 
Yacht  Squadron  to 
a  race.  The  Royal 
Yacht  Squadron 
tells  the  upstart 
Yank  to  get  stuffed, 
but  the  British 
press,  terminally 
bored  of  covering 
exhibits  of  farm 
implements  at 
Prince  A  Ibert  V 
world's  fair,  pres- 


sures the  RYS  into 
accepting  Stevens 's 
challenge. 
Stevens's  captain, 
Dick  ''Old Dick" 
Brown,  leading  the 
fleet,  displays 
admirable  Yankee 
ingenuity  by  cheating 
and  taking  a  short 
cut.  Things  really 
start  looking  up 
when  one  of  the  two 
following  boats  runs 
aground  and  the 
other  turns  back  to 
render  it  assistance. 
America  finishes 
first. 

Queen  Victoria, 
watching  from  the 
deck  of  the  Victoria 
and  Albert,  asks 
her  signal  master, 
''Which  is  first r 
"The  America, 
Mam,  "  he  replies. 


"Which  is  second?" 
"Ah,  Your  Majesty, 
there  is  no  second.  " 
Amidst  the  crushing- 
ly  dull  news  about 
farm  implements, 
this  entirely  apoc- 
ryphal— the  Queen 
left  well  before  the 
finish — exchange  is 
considered  a 
Godsend,  and  is 
widely  retailed  by 
the  international 
press. 

For  a  trophy, 
Stevens  is  given  a 
134-ounce  silver 
"ewer, "  a  large, 
oddly-shaped  p  itrher 
for  seixing 
Champagne  and 
wine. 


1870  The  New 

York  Yacht  Club, 
custodians  of  the 
"America's  Ewer, " 
as  it  is  popularly 
called,  exhibits 
splendid  American 
sportsmanship  and 
hospitality  when  it 
pits  its  entire  fleet  of 
schooners  against 
the  lone  British 
challenger,  after  the 
challenger  said  he 
thought  the  rules 
called  for  a  one-on- 
one  match.  The  chal- 
lenger fin  ishes  I  ( V// 
out  of  1 7. 


1886  .4  Mrs.  Henri 

accompanies  her 
husband  across  the  i' 
Atlantic  aboard  the  \ 
British  challenger 
Galatea,  a  floating 
parlor  of  Victorians 
full  of  leopard  skin  , 
rugs,  a  pack  of  dogs  f; 
and  a  monkey 
named  "Peggy. " 
During  one  rare,  het 
husband  gets  sea- 
sick. Mrs.  Henn 
takes  the  helm  and 
stays  therefor  the 
remainder  of  the 
race,  (i  a  la  tea  loses,  * 
/////  a  nra:-  era  has 
been  born,  the  Era 
Of  Leaving  The 
Dogs  .\nd .Monkey 
Behind  during  races 
in  choppy  seas. 
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1886-1887  The 

\Era  Of  Not  Much 
Happening.  Public 
interest  in  the  races 
begins  to  lag.  The 
New  York  Yacht 
Club  Committee 
appoints  a  subcom- 
mittee to  determine 
if  this  is  because  the 
name  "America's 
Ewer  Race"  is  off- 
putting  to  people,  or 
because  the  races 
seem  to  be  a  sort  of 
pointless  exercise 
between  extremely 
rich  people. 


1893-1903 

Golden  Era  Of 
Spending  Huge  Gobs 
Of  Money  On  Boats. 
"It  is  a  game  for  the 
wealthy, "  says 
quintessential  yacht 
designer  Nathanael 
Herreshoff,  "so  let 
them  choose  the  type 
and  size  of  craft.  " 
(No  fool,  he.)  The 
wealthy  decide  they 
all  want  theirs  to  be 
larger  than  the  other 
wealthy  person's, 
providing  Freud 
with  the  theoretical 
basis  for  his 
gro  u  nd-  breaking 
work  on  penis  envy. 
The  boats  are  sensi- 
bly designated  "Big 
Class"  boats:  they 
require  crews  of  63. 


1893  Era  Of  "The 
Irascible  Lord 
Dunraven  "  begins. 
The  Irish- born  earl 
was  packed  off  by 
his  Catholic-convert 
father  to  live  in 
Rome,  rather  than 
be  raised  by  his 
Protestant  mother. 
Historians  say  this 
would  make  anyone 
irascible,  but  his 
irascibility  may  in 
fact  have  derived 
from  his  name, 
Windham  Thomas 
Wyndham-Quin.  He 
carries  more  specta- 
tors than  crew 
aboard  his  chal- 
lenger, Valkyrie  II, 
and  becomes  even 
more  irascible  after 
losing,  3-0. 


1895  The  now 

Extremely  Irascible 
Lord  Dunraven, 
convinced  the 
Americans  are 
secretly  smuggling 
13  tons  of  lead  bal- 
last on  and  off  their 
boat,  gets  info  a  pet 
and  quits.  He  goes 
home  and  publishes 
an  article  accusing 
the  A  mericans  of 
fraud.  In  a  hold 
move,  the  New  York 
Yacht  Club 
Committee  strips 
him  of  his  honorary 
membership.  Anglo- 
American  relations 
deteriorate  until 
IH99,  when  the  Era 
of  the  Loveable  Sir 
Thomas  Lip  ton 
begins. 


1898  J. P.  "You 
can  do  business  with 
practically  anyone, 
but  you  can  only 
sail  with  gentlemen  " 
Morgan  donates  an 
expensive  piece  of 
West  44th  Street 
Manhattan  real 
estate  to  the  New 
York  Yacht  Club  so 
that  he  can  "get 
down  "  with  gentle- 
men. Designed  by 
William  Warren  in 
the  "eclectic"  style, 
it  has  funny  bay 
windows  resembling 
those  of  1  Ith-century 
Dutch  yachts, 
intended,  Warren 
reveals  in  his  will, 
to  make  West  44th 
Street  passersby  feel 
socially  inferior. 
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1899-1930  Era 

Of  The  Lovable  Sir 
Thomas  Lipton,  a 
Glaswegian  (from 
the  Dutch  for  "born 
in  Glasgow'')  slum- 
born  of  Irish  par- 
ents. The  "boating 
grocer"  will  chal- 
lenge for  the  Ewer 
five  times,  always  in 
boats  named 
Shamrock.  After  a 
string  of  miserable 
losses,  it  will  be  sug- 
gested to  him  that 
maybe  he  try  some 
other,  possibly  luck- 
ier, name  for  his 
boats. 


1930  The  New 

York  Yacht  Club, 
still  debating  why 
the  America's  Ewer 
Races  have  not 
caught  on  with  the 
general  populace, 
decides  to  move  the 
races  from  New 
York  Bay  to 
Newport,  R.I., 
"right  in  the  heart  of 
Middle  America, " 
as  one  sociological- 
ly -  m  inded  co  m  m  it  tee 
member  puts  it.  The 
races  attract  the 
attention  of  some 
bored  lobstermcn, 
but  will  continue, 
despite  their  new 
proletarian  locale, 
to  appeal  mainly  to 
rich  white  people. 


1930-1937  Era 

of  Harold  S. 
"Mike  "  Vanderbilt, 
first  of  the  amateur 
(from  the  Dutch  for 
"having  a  big  trust 
fund")  skippers.  A 
handsome  figure 
with  an  obsession 
for  order — he 
invented  contract 
bridge — historians 
have  puzzled  over 
why  he  preferred  the 
name  "Mike"  to  the 
more  obviously 
patrician 

"Harold. "  One  the- 
ory holds  that  he 
wanted  to  make 
some  concession  to 
the  Depression: 
another  that  he  Just 


liked  being  called 
"Mike,  "  as  in  "Yo, 
Mike,  toss  me  anoth- 
er brewski!"  He  is 
the  first  Ewer  Race 
skipper  to  wear  but- 
ton-down shirts, 
and  his  habit  of 
sticking  his  tie,  usu- 
ally embroidered 
with  cute  little  sail- 
boats, into  his  shirt 
caught  on  among  the 
hoi  polloi  of 
Newp  ort.  wh  o  fo  u  nd 
that  it  kept  them 
from  spilling  clam 
chowder  and  other 
rude  foodstuffs  on 
their  polyester 
shirts.  I  anderbilt  's 
wife,  Gertrude, 
se/x'es  in  the  after- 
guard (from  the 
Dutch  for  "rich  peo- 
ple who  get  fo  hang 
out  by  the  wheel  and 
make  comments 
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about  tactics  and 
not  have  to  pull  on 
anything  or  be  below 
bagging  sails  and 
throwing  up'' ). 
Shamefully,  women 
will  not  be  permit- 
ted in  the  foreguard 
for  many  years  to 
come. 
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1934  Mrs.  T.O.M. 

"Phyllis "  Sopw'tth  is 
the  official  timekeep- 
er aboard  her  hus- 
band's challenging 
yacht.  Endeavour. 
She  makes  scathing 
comments  about 
maneuvers,  but 
together  they  cut  a 
fine  figure,  or  two 
fine  figures,  he  with 
white  yachting  hat 
and  permanently 
affixed  pipe,  and  she 
in  smart,  double- 
breasted  jacket,  seen 
here  suggesting  to 
"T.O.M."— as  she 
always  called  him 
— that  the  boat 
might  go  faster  if 
half  the  crew  jumped 
overboard. 


1932  The 

Depression  is  having 
a  depressing  effect  on 
defender  syndicates, 
so  in  1937 
Vanderbilt  announ- 
ces, "What  the  heck, 
it's  only  money,  and  I 
didn '/  have  to  make 
it, "  and  covers  the 
entire  $500,000 
(about  $5  million 
these  days)  cost  of 
Ranger,  the  last  of 
the  graceful  125-foot- 
longJ-boats,  com- 
plete with  oil 
paintings  and  faux 
fireplace. 

1938-1958 

Sundry  political  mat- 
ters force  postpone- 
ment of  the  A  m erica  '.v 
Ewer  Races,  but  the 
hiatus  allows  the 
New  York  Yacht  Club 
Committee  On  Why 
Xo  One  Seems  To 


Give  Two  Figs  For 
The  Ewer's  Cup  to 
reach  its  determina- 
tion that  the  name  is 
somehow  confusing  to 
people,  who  think 
that  the  Ewer  Races 
are  some  kind  of 
agricultural  competi- 
tion between  sheep. 
The  NYYC  convenes 
a  plenary  session  of 
its  entire  membership 
and  after  a  stormy 
meeting,  votes  to 
rename  the  event  the 
America's  Cup  Race, 
although  the  Old 
Guard  threatens  to 
force  a  special  by- 
election  on  the 
grounds  that  any 
change  at  all,  even 
small,  is  not  a  good 
thing,  and  might 
mean  that  they  would 
have  to  eventually 
admit  Catholics  or, 
worse.  Democrats. 


1958  The  Era  Of 

The  1 2 -meters 
begins.  No  one  can 
quite  figure  out  why 
they  are  called  "12- 
meters, "  since  the 
new  boats  are  about, 
but  not  necessarily, 
65  feet  long.  One 
thing  is  certain, 
however:  it's  one 
heck  of  a  lot  more 
fun  sailing  these 
things  than  shooting 
Germans  and 
Japanese  and  North 
Koreans  and 
Chinese  Commies. 
E.ra  of  short  pants 
and  l.acoste  shirts 
begins.  Also  Era  of 
Increasingly 
Colorful  Foul 
Weather  Gear. 


1962  Weatherly 
beats  Gretel,  the  first 
challenger  from  Aus- 
tralia, a  country  that 
will  cause  increasing 
amounts  of  stress  to 
American  skippers. 
The  Era  Of  Skipper 
Nicknames  begins 
again  as  Emil  "Bus" 
Mosbacher  steers 
Weatherly  to  victo- 
ry. .Mosbacher  refuses 
to  divulge  why  he 
insists  on  being  called 
'"Bus, "  but  one  theory 
is  that  it  makes  him 
sound  "less  foreign. " 

1967  .Mosbacher 
beats  Dame  Pa  trie 
as  National  Security 
Advisor  Walt  W. 
Rostow  announces, 
apropos  of  the  on- 
going U.S.  effort  in 
Vietnam,  "It  looks 
very  good.  The  other 
side  is  near  collapse.  " 
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1970  Americans, 
having  now  caught 
on  to  these  ''Cup  " 
races,  decide  that 
they  are  bored  with 
winning  and  root 
for  the  Australian 
challenger,  Gretel 
II.  The  New  York 
Yacht  Club  Race 
Committee  invali- 
dates Gretel 's  vic- 
tory after  she  wins 
one  of  the  races. 
Committee 
Chairman  Devereux 
Barker  is  assailed 
by  the  international 
press,  who  demand 
to  know  how  he  got 
that  name. 


1974  The  Era  Of 

"Terrible  Ted" 
Turner  begins.  He 
skippers  Mariner  /o 
defeat  in  the  trials. 
At  this  point,  most 
Americans  do  not 
know  that  he  had  a 
dysfunctional  child- 
hood, so  they  simply 
assume  he  is 


a  rude,  boorish, 
conceited  jerk  in  a 
Greek  fisherman 's 
cap. 

Start  of  the  Era  Of 
The  ''Brash''  Alan 
Bond,  the 

Australian  business- 
man who  seems  to 
have  developed  a 
thing  for  winning 
the  Cup. 


1977  Ted  Turner's 
Courageous  beats 
Alan  Bond's 
Australia,  4-0. 
People  begin  to  sus- 
pect that  someone 
this  boorish  must 
have  had  a  dysfunc- 
tional childhood. 
Turner  is  the  last 
true  amateur  to  win 
the  Cup. 


1980  Era  Of 

Tending-  To -Obesity 
Skippers  With  Zinc- « 
ed  Lips  begins  as 
Dennis  Conner  beats  i 
Alan  Bond,  4-1. 
Conner,  owner  of  a 
San  Diego  drapery 
concern,  is  secretly 
considered  XOCD 
(Not  Our  Class. 
Darling)  b\  the 
Nn'CfNot  Your 
Yusual  Club),  but  he 
is  also  the  best  12- 
meter  skipper  in  the 
xc  arid  so  they  give 
him  i:Aattxer he 
^ants.  including  all 
the  food  and  zinc  he 
can  eat. 
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1983  Man  Bond's 
Australia  II,  sport- 
ing a  supersecret 
*  winged  keel"  that 
reduces  drag  and 
wetted  surface, 
defeats  Dennis 
Conner's  Liberty, 
4-3,  ending  the 
United  States' s  132- 
year  winning  streak. 
Americans,  bored  to 
death  by  winning, 
are  even  more  jubi- 
lant than  Australia 
over  the  loss.  Bond 
takes  his  victory  as 
a  cue  to  buy  van 
Gogh's  "Irises" for 
a  staggering  amount 
of  money,  even 
though  he  doesn  7 
have  it. 


1987  Dennis 
Conner's  Stars  & 
Stripes,  equipped 
with  its  own  version 
of  the  winged  keel, 
beats  the  koala  out 
o/Kookaburra  III, 
but  his  grimly  deter- 
mined victory  comes 
at  a  considerable 
cost  to  the  once  gen- 
tlemanly, genteel 
sport  as  syndicates 
turn  to  corporations 
for  sponsorship. 
Spinnakers  and 
keels  are  now 
adorned  with  such 
graceful  escutcheons 
as  ''BUD  KING  OF 
BEERS. "  The 
ghosts  of  J.  P. 
Morgan  and  "Alike" 
Vanderbilt  faint 
dead  away. 


1988  Era  Of  Bad 

Feelings  begins  as 
Lord  Dunraven 
wanna -be.  New 
Zealander  Michael 
Fay,  sues  for  posses- 
sion of  the  Cup  after 
he  challenges  Conner 
with  a  behemoth, 
silly-looking  boat, 
and  Conner  sticks  it 
to  him  with  a  nyah- 
nyah - nyah -nyah- 
nyah  catamaran  that 
crosses  the  finish  line 
while  Fay  is  still 
crossing  the  starting 
line.  After  thoughtful 
deliberations.  New 
York  Supreme  Court 
Judge  Carmen 
Ciparick  awards  the 
Cup  to  Fay. 

Judge  Ciparick 
begins  spending 
summers  at  her  new 
1 5,000-acre  ranch 
in  New  Zealand. 


1989/1  higher 
(from  the  Dutch  for 
"smarter")  court 
overrules  Judge 
Ciparick  and  makes 
New  Zealand  give 
the  Cup  back  to  the 
United  States. 

Judge  Ciparick  gives 
up  her  1 5,000-acre 
ranch  in  New 
Zealand  and  says 
she  will  instead 
spend  her  summer  at 
a  more  modest  sum- 
mer home  in  New 
Paltz,  New  York. 


1992  Japan, 
Yugoslavia  and 
Russia  compete  to 
challenge  the  U.S. 
The  Russian  crew 
sells  their  boat  to 
buy  food.  Civil  war 
erupts  aboard  the 
Yugoslav  boat  when 
the  Serbian  crew 
discovers  that  the 
afterguard  is 
Croatian.  The  tech- 
nologically superior 
Japanese  boat  wins 
and  goes  on  to  beat 
the  A  mericans.  Lee 
lacocca  angrily 
assails  Japan  for 
failing  to  open  its 
waters  to  American 
yacht  regattas  and 
demands  that  it  give 
back  the  Cup.  "For 
crying  out  loud,  "  he 
complains,  "they 
can't  even  pro- 
nounce 'America's 
Cup '. "  0 
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THE  BANKER'S 


By 
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Jones 

1  lOVC  C3,rS  and  it  seems  like  I 
always  have.  I've  been  driving  them — 
and  racing  them — for  more  than  40 
years  now.  I've  won  a  few  races. ..and 
I've  wrecked  a  few  cars.  But  I'm  still 
here.  So  I  must  know  something 
about  cars  and  how  to  drive  them. 

Some  cars  you  like  better  than  others. 
Some  are  faster  than  others  and  some  are 
more  fun  to  drive.  I've  driven  just  about 
every  sort  of  car  there  is  and  I've  won 
most  of  the  different  kinds  of  races  you 
can  run.  I  never  won  in  (irand  Prix 
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because  I  never  ran  in  any  of  those  races.  Colin      give  you  a  little  more  traction  in  snow.  But  you  can't  put  1^''^'*'^ 

Chapman  asked  me  to  come  over  to  England  and      lot  of  weight  over  the  drive  wheels,  so  most  front-whe*  '^ 
drive  for  his  Lotus  team  after  I  won  at  Indy,  in      drive  cars  are  underpowered  by  my  standards.  Of  couisf  ^^^ 
1963.  I  almost  did  it.  It  was  a  different  kind  of  rac- 
ing; a  challenge.  I  like  a  challenge. 

But  I  would  have  been  the  backup  driver  to  Jimmy 
Clark  while  I  was  learning  the  cars  and  the  courses.  I 
don't  like  looking  at  some  other  driver's  rear  tires. 

So  I  never  ran  in  Grand  Prix.  But  I've  raced  stock  cars 
and  Indy  cars.  Sprint  cars  and  midgets.  I'm  still  running 
off-road  races,  down  in  the  Baja.  My  race  team — with 
people  like  Al  Unser  and  Mario  Andretti  driving  the 
cars — won  three  straight  national  championships  and 
back-to-back  Indy  500s.  Now  that  I've  mostly  retired 
from  racing — Baja  doesn't  count — my  sons  are  carrying 
on  the  tradition.  One  of  them  drives  for  Dan  Gurney's 
Toyota  team  and  the  other  is  racing  midgets,  like  I  did  a 
million  years  ago. 

So... I  guess  I  know  something  about  cars.  And  one 
type  of  car  I've  always  liked  is  something  I  call  a 
"banker's  hot  rod."  It's  a  big  car,  something  you  can 
drive  when  you  take  your  wife  out  to  dinner  or  head 
out  to  the  club  to  play  a 
round  of  golf.   But  it 
isn't  a  tank.  It  has  to 
look  good,  in  a  dignified 
sort  of  way.  And  it  has 
to  be  fun  to  drive.  This 
means  it  has  to  have 
some  power.  You  may 
not  go   140  or  150  on 
your  way  to  the  golf 
course,  but  that  car  has 
got  to  be  able  to  do  it 
before  it  can  call  itself  a 
banker's  hot  rod. 

It  has  been  a  while 
since  an  American  car 
could  fit  that  bill.  But 
that's  changed.  I  recent- 
ly drove  two  American  cars  that  can  run  with  the  best 
banker's  hot  rods  in  the  world.  One  is  available  now 
and  the  other — which  will  be  the  pace  car  at  Indy  this 
year — will  be  in  the  showrooms  soon.  Both  of  these  cars 
are  Cadillacs. 

Right  off,  the  Cadillac  STS  (Seville  Touring  Sedan) 
looks  good.  Clean,  aerodynamic  lines  with  a  body  color 
grille  instead  of  chrome,  outside,  and  a  very  soft  leather 
interior  that  just  feels  right.  I  like  the  leather  on  this  car 
better  than  any  I've  ever  seen. 

But  looking  right  is  just  part  of  it.  There  ha\  c  been 
cars  before  the  STS  that  had  the  look  but  couldn't  cut  it 
when  it  came  to  performance.  Most  of  them  were  inider- 
powered,  and  before  I  drove  the  SI'S,  1  expected  it 
would  be,  too,  because  I  knew  the  car  was  front-wheel 


Idi 


The  '93  Cadillac  Allante,  this  year's 
pace  car  at  the  Indianapolis  500 


my  standards  are  a  little  higher — by  a  couple  of  hund|^ 
horsepower — than  the  average  driver's.  I  figure  a  carl  ^^''^ 
more  than  just  transportation.  It  is  also  something  to  drivi  ^^b* 
So  while  it  felt  good  sitting  in  the  STS  when  I  wa  ^^^'^ 
driving  around  town,  between  my  house  and  th  ■^''^'' 
office,  I  wondered  if  it  would  still  feel  that  way  when  :  '-^^^ 
got  it  out  on  the  road,  in  the  California  hills,  and  had  '  '  *  • 
chance  to  stand  on  it.  :'M 

Well,  it  turns  out,  the  4.9-liter  V-8  has  plenty  o 
power.  Enough  for  me,  an\^vay,  and  that  ought  to  makt: 
it  enough  for  just  about  anyone.  The  car  will  perform... i 
you  know  what  I  mean. 

Handling  can  also  be  a  problem  with  front-whec/  i^" 
drive  cars.  With  all  the  weight  over  the  front  end,  thei  "5* 
car  wants  to  lift  and  dive  when  you're  accelerating  or  i^* 
braking.  But  the  front  end  of  the  STS  has  been  engi 
neered  to  stiffen  up  the  shocks  and  smooth  the  ride  by 
automatically  sensing  speed  and  traction.  You  can  be. 
aggressive  with  this  car  and  not  feel  like  you're  driving 

in  the  Baja  500.  The 
STS  will  eat  up  the  roadMons 
and    then    look    good  '»« 
when  you  get  to  the  club, 
and  give  it  to  the  kid  atD§::Ji 
the  gate  to  park  for  youj 
It  feels  solid  and  it  runs' 
quiet,  and  when  you  sit 
in  it  wrapped  up  in  al^ 
that  soft  leather,  yout 
feel  like  you've  just  won 
Indy  and  bought  your- 
self a  nice  present.  It's' 
my  kind  of  car  and  I'vci 
got  to  admit  that  I  was 
surprised. 

So  I  was  looking  for- 
ward to  driving  the  '93 
Cadillac  Allante.  after  I'd  tested  the  STS.  This 
year  the  pace  car  at  Indy  will  be  an  .-Mlante.  I  go 
back  to  Indy  every  year  and  this  is  the  first  time 
since  1973  that  I'll  see  a  Cadillac  setting  the  pace. 
Cadillac  is  one  of  the  great  names  of  .American  automo- 
bile history  and  I've  always  pulled  for  American  cars.  .\.J. 
Foyt  and  I  were  holding  out  with  .\merican  cars  at  Indy 
with  Offenhausers  up  front — when  everyone  else  had 
gone  to  Lotus  cars  with  I-'ord  engines  in  the  back. 

So  I'm  sentimental  about  Cadillacs — 1  bought  my 
first  one  in  1978 — but  that  wasn't  the  only  reason  I  want- 
ed to  dri\e  the  .\llante  when  GM  brought  some  out  to 
Palm  Springs  a  couple  of  months  ago  so  a  few  of  us  could 
get  a  chance  to  dri\  c  tiicm  around  the  hills  and  out  on 
the  desert.  1  also  \\  anted  to  check  luit  the  first  new 


drive.  In  my  experience,  this  is  fine  technology  for  a  fam-     engine  (Cadillac  had  developed  in  ten  vears.  The  engine 
ily  car  that  goes  from  the  garage  to  the  mall  and  it  might      that  will  also  be  in  the  '^)3  S  TS.  The  \orthsiar. 
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Racers  naturally  lo\ e  engines  and  they  are  always  trsing 
make  them  lighter  and  more  powerful,  looking  for  new 
[aterials  and  better  technology-  to  squeeze  out  that  last  lit- 
fraction  of  speed  and  that  little  extra  inch  of  endurance, 
the  Seventies,  my  racing  team  took  a  Cosworth  engine 
id  rebuilt  it.  We  turbocharged  it  and  made  a  lot  of  other 
Modifications  to  make  it  more  powerful  without  adding  a 
^t  of  extra  weight.  The  Parnelli/Cosworth  engine  just 
)minated  Indy  racing  for  ten  years. 
Now,  American  carmakers  had  always  just  made  the 
Ingine  bigger  when  they  needed  more  power.  More  dis- 
llacement,  more  power.  Also,  more  weight.  But  when 
ngines  had  to  burn  less  fuel  and  produce  fewer  emis- 
lions,  they  had  to  go  the  other  way.  Toward  smaller 
[ngines.  And  they  had  to  get  more  power  out  of  those 
mailer  engines.  That  meant  they  had  to  go  with  the 
(hings  we'd  known  about  in  racing  for  20  or  30  years.  It 
|ook  a  while,  but  now  it  is  happening. 

The  Northstar  is  a  \'-8,  with  four  valves  to  each  cylin- 

ler,  instead  of  two,  which  means  you  get  rid  of  more 

jxhaust  and  take  in  more  clean  air  on  each  stroke.  The 

^njectors  and  the  fuel  are  kept  cooler,  which  means  you 

:an  pack  more  into  the  head.  The  aluminum  alloy  block 

neans  less  weight.  It  all  means  more  power.  290  horse- 

Ipower  at  5,600  RPM.  The  redline  is  set  on  7,000.  The 

lAilante  can  clock  0  to  60  in  seven  seconds  and  tops  at 

[about  150.  Fast  enough  for  me. 

I  drove  the  car  out  west  of  Palm  Springs,  past  the  club 


where  I  play  golf,  and  up  into  the  hills.  Some  of  my  fel- 
low automotive  journalists  were  in  other  .\llantes  and  a 
couple  of  European  touring  sedans  whose  names  I  won't 
mention.  I  will  say  that  one  of  them  cost  more  than  twice 
as  much  as  the  Allante  and,  for  my  money,  was  not  any 
more  fun  to  drive  or  any  better-looking. 

It  was  fun  driving  the  car,  even  though  the  other 
drivers  kept  trving  to  pass  me.  One  of  them  came  up  to 
me  when  we  made  a  pit  stop  and  said,  "I  hope  you  don't 
mind.  I  just  wanted  to  be  able  to  tell  all  my  friends  that  I 
passed  Parnelli  Jones." 

I  put  the  car  through  the  paces.  It  didn't  dive  when  I 
braked  it  hard,  didn't  roll  up  in  the  corners,  didn't  leap 
when  I  stood  on  it.  The  car  stiffened  up  nice  when  you 
got  the  speed  up  but  then  softened  if  you  had  to  slow 
down  for  a  bump  or  a  town  or  something.  The  interior 
was  plush  and  comfortable,  just  like  the  STS.  The  front- 
wheel  dri\e  didn't  affect  the  handling  even  when  I 
goosed  it  enough  to  get  the  tires  to  break  traction.  I 
could  have  driven  that  car  all  the  way  home  to  Torrance, 
and  just  put  it  in  the  garage. 

So  there  you  are.  The  STS  and  the  .Mlante.  Two  first- 
class  banker's  hot  rods  from  Cadillac.  One  with  an 
engine  that  knows  a  lot  of  the  things  we  learned  at  Indy 
back  in  the  good  old  days.  It'll  be  good  to  be  back  at 
Indy  this  year,  looking  at  a  Cadillac  up  front  where  it 
belongs  when  the  man  says  the  words  I  always  lo\e  to 
hear — "Gentlemen,  start  your  engines."  SB 


A  little  over  a  year  ago.  a  resort  openetl  in  Jamaica  that  s  like  no 
other  resort  in  the  world. 

Most  of  our  rooms  are  private  villa  suites  on  a  hilLside 
overlooking  the  sea.  With  wide  balconies.  Kitchens.  Fully 
stocked  bars.  .\nd  with  personal  attendants  who  wiU  make  you 
breakfast  and  Blue  Mountain  coffee  in  the  morning.  .\nd  ser^e 
it  by  your  own  \'illa  |k>o1  if  you  like. 

WWKINDOFAKESOKT 

The  Caribbean's  only  world-class  spa  is  here.  There's  a 
private  beach  with  windsurfers,  sailboats,  and  open-air  dining. 
You  can  play  croquet,  tennis,  squash  and  golf.  In  the  evening 
there  are  piano  bars,  reggae  bars  and  under-the-stars  bars. 

What  kind  of  resort  is  Ciboney? 

Well,  95%  of  our  guests  plan  to  come  Iwck  again. 
So  apparendy,  its  the  kintl  of  resort  a  lot  of 
people  have  been  looking  for.  I    y       oi  hh/kios 


feitarei!  in  the  most 
recent  forties  MagBiine 
listing  of  luxury  resorts 
in  tlie  Ciribtein. 


Fiii  critics  IPIB  Eiripc  iii  Aaerici  hivi  Pivii  ihit  iir  I 
pislairaits.  Tkey're  ill  illtereit.  Aii,  like  iverythlii  elsi  ken, 
Ikey're  ill  licliiei  li  yiir  rttm  prici. 


For  a  brcM-hure  that  tells  the  whole  story  of  Ciboney,  Jamaica's  most  exrlusive  all-inrlusive  luxury  resort,  rail  your  lra\rl  ap-nl  or  l-8(M»-.'i.'«-.333."}. 
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Big  News 

From  Wk 


BIGSlpR 


At  the  new 

Post  Ranch  Inn, 

luxury  enters 

the  New  Age. 


By  Eric  Goodman 

I'm   STANDINC;   ON    A  CI-IFFSIOK   ON    THK  MOST 

dramatic  stretch  of  land  in  North  America:  Big 
Sur,  the  great  Hu/zah-Huzzah  of  the  C^alifornia 
coast.  Behind  me,  across  a  dirt  path  are  the  Tree 
Houses,  oddly-shaped,  oddly-windowed  abodes 
raised  high  abo\e  the  forest  floor  on  posts.  The 
Tree  Houses  are  half-hidden  by  foliage;  one  of 
the  more  hip  notions  of  the  Post  Ranch — a 
Shangri-la  for  the  '9{)s — is  that  only  a  single  tree 
was  felled  during  its  construction. 

To  my  right  is  a  Sod  House,  also  oddly- 
shaped  anil  built  into  the  cliff,  with  a  sodded 


'K()DI!CKI)  ASn  S'lTl.ED  BY  M ARK  GrISCIIKK 
PnOIXKJRAPHS  BY  C]^N THIA  W  OIJ  I 

Inist:  core-ten  steel  has  been  widely  used  in  the  oniainenta- 
%e  /*ost  Ranch  Inn.  Hecause  the  core  is  exceptionally  hard, 
t  can't  eat  nil  the  way  through.  When  the  outside  has  achieved 
deal  texture,  the  steel  is  sealed,  preserz'inU  its  perfect  rustiness. 


roof  on  which  native  Monterey  Peninsula  grasses  grow. 
A  thousand  feet  below,  the  blue  Pacific  rolls  and  tum- 
bles. North  and  south,  the  view  extends,  seemingly  for- 
ever: sea,  sky  and  cliffs,  misted  horizon. 

With  singular  bra\  ado,  the  Post  Ranch  has  located 
itself  directly  across  Highway  1  from  Ventana.  Spitting 
distance,  maybe  20  feet.  Both  inns  are  on  land  purchased 
from  Billy  Post,  fourth-generation  heir  to  the  William 
Brainard  Post  homestead.  \'entana,  which  occupies  the 
hillside  east  of  Highway  1,  has  recently  been  named  one 
of  the  top  countr\'  inns  in  .\merica  {Travel  &  Leisure),  and 
one  of  the  world's  Most  Romantic  Resorts  {Andrei' 
Harper  s  Hideaxcay  Report).  Today,  the  owners  of  the 
Post  Ranch  are  trying  to 
wrest  those  titles  from  a 
lodging  which  was  the 
dream  of  one  Larry 
Spector,  who  accurately 
foresaw  that  as  America  lef: 
the  '60s  behind,  it  would 
cost  a  lot  more  to  be  hip.  Or 
perhaps  what  Spector  fore- 
saw was  that  the  rich  also 
wanted  to  be  hip;  wanted, 
that  is,  to  partake  of  the 
spiritual  and  sensual  plea- 
sures in  which  Big  Sur 
abounds  without  sleeping 
on  the  ground  to  do  it. 

Hence,  at  the  Post 
Ranch,  such  California 
touches  as  hand-carved 
walking  sticks  for  each 
guest,  and  a  "living 
bench" — a  group  of 
saplings    planted    close 

enough  to  form  the  corners  of  a  love  seat  upon  which 
guests  may  sit  and  gaze  at  a  stocked  bass  pond.  There's 
a  hidden  hilltop  meadow  where  the  celebrities  and  cap- 
tains of  industry-  who  can  afford  the  Post  Ranch's  rates 
($290-$450  per  night)  can  bring  the  day-pack  picnic 
lunches  Sierra  Mar,  the  Inn's  restaurant,  will  provide. 

Not  only  will  the  Post  Ranch  employ  five  full-time 
massage  people,  each  room  has  a  pri\  ate  Jacuzzi  lined 
with  Indian  Rajah  slate,  bathrobes  by  .\lexander  Julian, 
and  a  fold-away  massage  table;  guests  won't  have  to 
leave  their  rooms  to  enjoy  a  rub.  And  while  there  are  no 
tennis  courts,  the  list  of  guest  amenities  includes  a  tarot 
card  reader  named  .^pril  May.  (Pciuaclcs.  anyone.') 

The  intimate  Sierra  Mar  seats  just  40,  and  is  perched 
on  another  section  of  cliffside,  with  tinted  floor-to-ceiling 
glass  walls.  There's  a  large  Jacuzzi  on  the  outside  patio. 
Prix  fixe  four-  and  se\  en-course  meals  will  be  ser\  ed  each 
night,  with  different  menus  for  vegetarians  and  flesh- 
eaters.  The  wine  cellar  includes  10.000  bottles,  and  over 
2.000  different  labels.  Nearly  all  \egetables  will  be  grown 


The  Post  Ranch  Inn:  a  tree-hugger's  paradise 


in  two  organic  gardens  on  the  Post  Ranch's  98  lush  acres.,, 

General  partner  Myles  Williams,  a  former  Chi 
Minstrel,  explains  that  what  makes  the  Post  Ranch 
cial  is  how  well  it  fits  its  site.  "We're  not  trsing  to 
anything  better  than  what  nature  has  provided,  mei 
enhance  it,"  he  says.  "We  want  to  set  an  example 
other  hotels  built  on  the  California  coast,  and  we're 
sidering  forming  an  association  of  environmentally  sei 
tive  hotels.  Whenever  a  hotel  is  to  be  built,  the  fii 
consideration  is,  is  it  environmentally  sensitive? 

"The  Post  Ranch,"  he  continues,  "is  for  people 
love  and  understand  the  fragilin.'  of  the  earth,  and  wantt 
be  a  part  of  something  that  shares  that  sense.  We're 

sidering  supplying  slipf 
and  asking  guests 
remove  their  shoes  befc 
entering  a  unit.  Many 
pie  have  never  done 
In  Big  Sur,  it's  a  traditioi 
We'll  have  different  bins 
each  room  for  trash,  paper,! 
plastic,  aluminum.  Maybc| 
they've  never  seen  that. 
Maybe  they  don't  do  it  atl 
home,  or  won't  use  it  here. 
But  they'll  think  about  iL' 

If  that  sounds  a  bit  like 
Peace,  Love  and 
\\  oodstock,  let  me  assure 
it  is.  even  as  it  isn't. 
Williams  and  his  partner, 
real  estate  attorney 
Michael  Freed,  are  very 
successful  businessmen. 
Land  and  construction 
costs  for  the  Inn — just  30 
rooms — are  in  the  neighborhood  of  $10  million.  But 
that's  the  secret  agenda.  Pay  $450  a  night  to  stay  in  the 
only  cliffside  hotel  in  Big  Sur.  stare  out  at  the  most  dra- 
matic landscape  on  the  planet,  and  have  your  conscious- 
ness raised.  \\  hen  I  mention  that  most  people  who  can 
afford  $450  a  night  have  not  been  treading  lightly,  but 
rather  have  been  cleaving  the  earth's  bounrs'  unto  them- 
sel\  es,  Williams  laughs. 

"Ves,  but  it's  about  time  they  became  acquainted 
with  the  idea.  In  the  future,  the  environment's  going  to 
hit  us  right  in  the  face  like  .AIDS  did.  Some  of  the  peo- 
ple who  can  afford  to  come  here,  the  owners  of  compa- 
nies, the  'captains  of  industr\ '.  are  also  the  ones  who  can 
take  the  idea  back  home  and  put  it  into  effect." 

And  even  if  they  don't,  they  will  have  had  one  hell  of 
a  good  time. 

(The  Post  Ranch  Inn:  8(X)-52  7-2200.)  • 

Eric  Cioooman'.v  most  recent  novel  is  In  Days  Of  .Awe 

(Knopf). 
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-Across  this  vast  blurt,  between  blue  Pacific 
Ocean  and  the  majestic  emerald  clirrs,  stretches 
rrinceville's  Prince  Goli  Course,  so  beautiful 
some  might  call  it  a  distraction.  But  not  Golf 
Digest.   It  calls  the  Prince  Hawaii's  best  golf 


course.  But  Princeville  is  more  than  that.  It  is 
the  ultra-luxury  Princeville  Hotel.  It  is  water 
sports,  walks  in  the  country  and  air  so  soft  you 
can  use  it  for  a  pillow.  Leave  here?  That  just 
may  be  the  toughest  decision  of  your  life. 


Princeville  Resort 


Por  Resort  information,  call  your  travel  agent  or  (800)  826-4400.  Or  write  Princeville  Re«tirt,  P.O.  Box  3040,  Princeville,  Kauai,  Hawaii  96722-3040. 


Gamp  RiIght  Stuff 


This  summer  really  send  your  kid  to  the  moon. 


There  is  a  summer  camp,  it  seems,  for  just  about  any 
childhood  itch.  Camps  where  your  kid  can  work  on  his 
ground  strokes,  learn  to  run  a  buttonhook  pass  pattern, 
or  drop  a  few  pounds  and,  inevitably,  enhance  his 
self-esteem.  There  are  probably  even  a  few  camps  left 
that  teach  kids  how  to  build  c;  nnfires,  ride  horses,  pad- 
dle caioes,  sleep  on  the  ground  and  tell  ghost  stories. 

And  for  those  who  find  that  sort 
of  thing  impossibly  quaint,  there  is 
U.S.  Space  Camp,  the  brainchild  of 
Wernher  von  Braun,  who  wondered, 
more  than  a  decade  ago,  why  there 
couldn't  be  camps  where  kids 
learned  to  be  as  excited  by  science 
as  they  are  by  tennis  and  football.  In 
1982,  the  first  year  of  its  existence, 
some  750  campers  attended  ses- 
sions at  Huntsville,  Ala.  Last  year, 
24,600  went  through  the  various 
levels  of  instruction  there  and  at  the 
companion  facility  near  Cape 
Kennedy.  Space  Camp,  a  non-profit 
organization  with  strong  corporate 
underwriting,  offers  programs  for 
kids  from  the  4th  through  the  12th 
grade.  For  teachers.  For  parents 
who  want  to  go  with  their  kids.  And, 
there  is  Aviation  Challenge,  for 
junior  and  senior  high  schoolers  and 
adults  who  are  interested  in  aviation  careers.  This  pro- 
gram stresses  the  kinds  of  things  fighter  pilots  learn. 
Which  beats  bird  calls  and  canoe  strokes  every  time. 

The  programs  are  short — 5  to  8  days — and  inex- 
pensive— $425  to  $750,  depending  on  the  program 
and  time  of  year.  As  at  any  good  camp,  the  days  are 
full.  From  6:30  in  the  morning  until  around  10:00  in 
the  evening,  they  keep  them  hopping.  But  the  kids 
don't  mind.  In  fact  they  loxc  it.  Mine  did,  anyway. 

She  went  to  Cape  Kennedy  when  she  was  1 1  years 
old.  She  chose  Kennedy  because  she  wanted  to  see  a 


Shuttle  launch.  We  were  able  to  schedule  it  (no  easy 
thing)  so  that  I  was  able  to  accomplish  the  nearly 
impossible  feat  of  driving  through  Orlando,  with  a 
child  in  the  car,  and  never  once  discussing  Disney 
World.  Compared  to  the  real  thing,  even  Epcot  pales. 

One  week  after  I  left  my  little  girl,  cashing  in  her 
baby-sitting  money  for  "Spacebucks"  which  she 
could  spend  at  the  canteen,  she 
came  home  wearing  her  sky  blue 
flight  suit,  carr\'ing  the  remains  of 
the  two-stage  rocket  built  and 
launched  by  her  group  (Team 
Orion),  and  bubbling  over  with 
accounts  of  her  team's  "mission," 
using  the  shuttle  simulator.  She'd 
been  the  GCO,  she  told  us. 
(Ground  Control  Officer,  that  is. 
They  learn  to  talk  the  talk,  too.) 

Team  Orion's  model  space  sta- 
tion had  taken  first  place.  She  had 
learned  about  the  "five  degrees  of 
freedom"  and  worked  in  an  appara- 
tus that  simulates  the  feeling  of 
working  outside  the  shuttle,  unre- 
strained in  space.  She  had  hopped 
around  in  the  same  sort  of  contrap- 
tion astronauts  had  used  to  practice 
walking  in  the  'A  gravity  of  the 
moon.  She  had  learned  about 
weightlessness  in  the  pool.  Toured  the  Kennedv  facilirs'. 
Snuck  pi/./as  w  ith  the  Orion  girls — probably  not  w  hat  n  on 
Braim  had  in  mind  but,  then,  these  arc  .\merican  kids. 

All  in  all,  she  reported,  a  great  week.  Fun  and  some- 
thing more.  More  than  e\cr,  her  hero  was  astronaut 
Sally  Ride.  Old  Dad  got  misty  listening  to  her  and 
thought  there  must  be  something  about  a  camp  where 
you  learn  to  look  to  the  heavens  and  say,  with  the  kind 
of  con\  iction  onlv  a  kid  can  have.  "Whv  not  go  for  it." 

(Ft)r  more  information  on  Space  Camp,  call 
800-63-SPACE.)  «  — Gkofkrey  Norman 
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LNature  and  imagination  harmoniously  meet 
at  tne  ultra-luxury  Princeville  Hotel.  Witn 
iust  252  rooms  ana  suites,  inspired  service  is 
at  the  heart  or  the  experience.  Watch  the  sky 
explode  with  color  at  sunset  in  The  Living 
Room   lounge.   Goli  with   nature  as  your 


partner.  And  always  there  is  Bali  Hai, 
oecKoning  across  Hanalei  Bay.  And  ir  you 
are  reluctant  to  leave  this  Eden,  stay  lor  the 
invigorating  lirestyle.  The  Princeville  Hotel. 
In  a  world  or  creeping  mediocrity  sublime 
excellence. 


Princeville  Hotel 

Princeville  Resort  Kauai 


An  ITT  Shihaton  Ll  xl»>  HoTti 


For  reservations  and  iniormation,  caU  your  travel  agent  or  ITT  Sheraton  reservations  at  (800)  325-3535. 


Advertisement 


South  Mica  is  both  the  oldest  and 
the  newest  wine  producer  among 
•the  countries  of  the  "new  world." 
Quality  wine  was  being  made  on 
the  Cape  of  Good  Hope  long  before 
the  first  F.uropean  vines  made 
their  appearance  in  California  or 
other  places  in  the  Americas,  and 
more  than  100  years  before  the 
first  settlers  arrived  in  Sydney  Har- 
bor. "^^  On  the  other  hand, 
because  of  stringent  laws  that  gov- 
ern the  type  and  placement  of 
vines,  it  has  only  been  in  the  last 
decade  or  so  that  South  African 
growers  have  been  able  to  give  sig- 
nificant vineyard  space  to  the 
noble  grape  varieties  that  domi- 
nate plantings  in  other  non-Euro- 
pean regions.  Chardonnay  and 
Cabernet  Sauvignon  are  still  some- 
what novel  and  unconventional  in 
the  vineyards  west  of  Cape  Town. 
"i^  From  the  beginning,  grape 
growing  has  been  a  resounding 
success  in  South  Africa  because  the  deep,  rich  soils  of  the 
Coastal  Region  provide  an  extremely  friendly  environment  for 
viticulture.  The  growing  season  is  long  and  mild,  and  the  vine- 
yards are  free  from  frost,  hail,  autumn  storms  and  many  of  the 
diseases  that  commonly  attack  grapevines  in  other  parts  of  the 
world.  "^  The  initial  Cape  harvest  took  place  in  16S9,  seven 
years  after  the  first  colonists  had  landed.  It  came  from  pAiro- 
pean  vines  that  had  been  raised  from  cuttings  brought  to  the 
area  by  French  Huguenot  settlers.  In  a  short  time  resourceful 
South  Africans  were  producing  enough  good  quality  wine  to 
begin  exporting  to  markets  in  Europe.  'i^  Near  the  end  of  the 
eighteenth  century  one  of  these  exports  was  a  luscious  and  rich 
white  wine  made  from  Muscat  grapes.  Constantia,  as  it  was 
called,  became  enormously  popular  in  Europe,  so  much  so 
that  it  wiLs  the  beverage  of  choice  in  most  royal  cgurts  and  was 
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By  Aiithonv  Dias  Blue 


particularly  favored  by  the 
For  a  time  Constantia  was  cor 
ered  the  finest  wine  in  the  \\( 
'(^  Today  South  Africa 
eighth-largest  wine-produci^ 
country  with  more  than  90  iv] 
lion  cases  being  made  each  ye.j 
The  best-known  growing  areas 
qualit\-  wines  are  Stellenbosch.  j 
east  of  Cape  Town  near  the  conflj 
ence  of  the  Atlantic  and  India 
Oceans,  and  Paarl.  adjacent 
Stellenbosch  and  a  bit  fartM 
inland.  Other  important  wine-pr 
ducing  regions  include  V^brcesld 
W'elli.igton.  Robertson  and  Kiel 
Karoo,  '^g  Like  American  and  Auj 
tralian  vintners.  South  Africa! 
winemakers  use  varietal  names 
identify  their  products.  Thj 
means  that  .■\merican  consumeJ 
will  have  very  little  difficulty  i| 
selecting  Cape-grown  wines  to 
'ig  Among  white  wines,  the  mc 
widely  planted  variety  is  Chenij 
Blanc  —  also  called  Steen  —  which  makes  wines  that  are  usl 
ally  soft,  fruity  and  inexpensive.  But  the  iniernationid  win| 
trade  is  most  excited  about  new  plantings  of  Sau\ignon  Blaiij 
and  Chardonnay  that  are  yielding  lush,  complex,  world-cls 
bottlings.  Other  worthy  whites  include  Colombtird,  Mus( 
Riesling.  Rhine  Riesling  and  Semillon.  'i|'  Most  importan 
among  reds  are  Cabernet  Sauvignon  and  Merlol.  llie  ^vo  grea] 
grapes  of  Bordeaux;  Pinot  Noir  from  Burgundy:  Shiniz  (Syrah 
from  the  Rhone  \'alley;  and  Pinotage.  a  hearty  hybrid  of  Pino 
Noir  and  ( jnsaul  that  is  unique  to  South  .\frica.  In  gener.d.  tlie  ret 
wines  are  deep  and  ripe  with  rich  fruit  balanced  by  gix)d  slruc 
ture  and  surprising  elegance,  'ig'  .\lthough  Stuith  .Afric^ui  wine, 
ha\e  familiar  names,  they  are  not  iusl  more  of  the  xuiie.  Tlie)i 
are  distinctive,  of  excellent  quality  and  should  make  a  raluecl 
and  pleiLsurable  addition  to  the  experience  of  e\^ry  wine  lowr  'i^'il 
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Devilishly  Good 

For  more  than  70  years,  South  Africa's  foremost  producer  of  export  wines. 
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Undeniably  a  stamp  of  quality 
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CEllM 


CABERNET  SAUVI6N0N 


SAUVIGNON  BLANC 


CATHEDRAL 


CHARDONNAY 


For  more  information  contact  Cape  Ventures,  I'.S.  Agents.  73  lyler  Drive,  Stamford  (I  (>69()3.   lei.  (203)  329-6623.  Fax  (2«3>  329-6663. 
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High  calories  and 
ji^.    high  adrenaline  on 
British  Columbia's 
Chilcotin  River 
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THANK  GOD, 


FOR  CANADIANS. 


They  produce  some  of  the  world' s  best  vices — 
beer,  hockey,  whiskey  and  the  world's  most  decadent  \ 


># 


outdoor  dining,  disguised  as  a  white  water  trip. 


Canada's  oldest  wiiri  k  \va  tkr  organization,  Canadian 
River  Expeditions  (CRE),  runs  the  Chilcotin-Fraser 
Expedition  under  the  watchful  eye  and  palate  of  founder 
"Big  John"  Mikes.  A  successful  restaurateur  and  an  avid 
outdoorsman  for  several  decades,  Big  John's  expeditions 
allow  him  to  blend  vocation  and  vacation.  His  credo, 
"better  to  spend  $100  too  much  on  food  and  drink  than 
$5  too  little,"  ensures  that  no  one  finishes  a  trip  hungry. 
Or  walking.  For  1 1  days  my  compatriots  and  I  braved 
treacherous  heights,  roiling  whirlpools  and  the  dilemma 
of  deciding  what  to  have  for  lunch. 

An  unsettling  drive  for  variety  in  both  menus  and 
modes  of  transportation  makes  for  an  eclectic  expedi- 
tion: I  rode  busses,  ferries,  trains,  rafts  and  e\en  a  sea- 
plane; ate  fresh  salmon,  even  fresher  oysters,  two-inch 
thick  New  York  strip,  shrimp,  and  in  one  especially 
remote  corner  of  the  trip,  ice  cream;  and  (with  my  com- 
panions, thank  you)  drank  the  better  part  of  $1,000 
worth  of  liquor. 

'I'hus,  in  the  tradition  of  John  Muir,  Lewis  and  Clark, 
Sir  lulmund  Hillary  and  anyone  else  who  has  e\er  met 
nature's  most  fearsome  challenges  w  hile  feasting  on  des- 
iccated xcnison  antl  frecze-dricd  egg  substitute,  I  offer  a 
bite-by-bitc  account  of  (-anada  at  its  most  cUiblc: 

We  tra\el  by  bus  and 
Icrrv  front  \  ancouxcr, 
British  Columbia,  to  the 
town  of  Campbell  Ri\cr. 
A  small  traw  Icr  meets  us  ami  carries  us  further  north,  deep 
into  the  emerald  waters  of  Bute  Inlet.  \\c  camp  at  a  sandy 
beach  carxcil  out  oftiiickK  forested  hillsides. 

Oiu'  group  is  widcK  tra\eled.  I  am  surrouiulcil  b\ 
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people  who  have  traversed  Xepalese  summits  and  Arabian!  ~^ 
deserts.  The  group  is  so  sav\y  that  they  are  only  partialis 
bought  off  by  fresh  oysters  in  garlic  butter,  steaks, 
excellent  red  wine  and  St.  Remy  \\  armed  by  the  fire.  W  hat 
more  could  one  want  beneath  snow-capped  peaks.'  "Our 
Sherpa  guides  danced  for  us  after  dinner  in  Nepal."  one 
woman  announces.  Normally,  I'd  do  the  honors,  but  T 
trying  to  balance  both  brandy  and  dessert  while  another 
dinner  companion  explains,  "The  more  effort  you  ha\  e  to 
expend  on  a  \  acation,  the  higher  caliber  of  people  you 
have.  Like,  sailors  are  better  than  power  boaters..."  We 
leave  the  conclusion — rafters  are  the  finest  of  them  all — 
imsaid,  partly  because  we're  nodding  into  our  brandy,  and; 
partly  because  we  ha\ en't  e\ en  seen  a  raft  yet. 

\\  e  travel  inland  t 
Chilko  Lake  on  a  sea- 
plane of  endearing  charac- 
teristics: the  pilot  wears 
thongs,  baggage  blocks  the  aisle,  and  the  rather  elaborate 
emergency  instruction  card  is  hand-draw  n. 

The  pilot  spares  neither  effort  nor  stomach  to  show  u"; 
massixe  Tiedemann  (ilacier  and  Mt.  Waddington.  tlu- 
highest  in  the  Coast  Range  and  quite  a  sight  at  eye  lc\cl 
We  bank  a  final  time  and  land  on  the  lake  so  snuxithly  I 
remind  mvself  to  alwavs  tlv  airlines  that  otTcr  water  land- 
ings as  an  option. 

3  Decades  of  popular 
demand  ha\c  made  the 
[XMiinsulacampat  alisuixlly 
clean,  clear,  falserro- 
cold  ('hilko  Lake  a  two-night  stop. 

To  satisfy  those  who  know  that  the  rugged  pace  we're 
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L.ONDON 

RA13ISSON 


No  matter  how  small  the  request.  No  matter  how  large  the  task.  No  matter  where  in 
the  world.  Our  positive  Yes  1  Can!  spirit  helps  make  every  one  of  our  280  Radisson 
Hotels  as  individual  as  the  people  who  stay  in  them. 


I/hy  get  a  room  when  you  can  get  a  Radisson 


800-333-3333 


IN  THE  UNITED  STATES  AND  CANADA 


IN  LONDON:  0800-89-1999 
IN  SPAIN:  900-95-1441 


IN  MEXICO:  91-800-90-0-90 
IN  GERMANY:  0130-81-44-42 
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keeping  can  only  lead  to  gout  (oysters,  steak,  sleep, 
repeat),  some  of  us  mount  an  assault  on  the  summits  of 
the  lyrically  named  Potato  Range. 

Reaching  the  summit  reduces  me  to  all  fours,  but 
I  bound  down  when  I  hear  what's  below:  a  sauna,  on 
the  shores  of  the  coldest  water  in  creation.  From 
tarps,  poles,  rocks  and  Northern  ingenuity,  two  boat- 
men who  stayed  behind  have  rigged  a  sauna  that,  per- 
manent or  temporary,  knows  no  equal.  It  has  become 
my  yardstick  for  all  perspiration  since. 

4  Warm  memories  quickly 
fade  during  a  two-hour 
trip  up  the  lake  through 
a  driving  downpour. 
This  is  our  first  encounter  with  the  rafts.  Originally  sec- 
tions of  Korean  War-era  pontoon  bridges,  the  rafts  are 
mammoth,  weighing  two  tons  when  loaded  with  people 
and  gear.  The  gear,  packed  in  waterproof  sacks,  gets 
lashed  to  a  frame  between  the  two  pontoons.  There's  lit- 
tle that  any  of  us,  perched  on  top  like  imperial-popes,  can 
do  to  affect  the  course  of  these  22-foot  monsters.  That's 
left  to  a  boatman,  w  ho  directs  things  w  ith  cither  a  small 
outboard  motor  or  oars. 

To  make  us  feel  somewhat  productive,  we  transfer 
temporarily  to  smaller  "piggy  rafts,"  which  we  all  ha\c  a 
hand  in  propelling.  Too  much  of  a  hand,  as  it  turns  out. 
Our  cosmopolitan  group  includes  a  Brazilian  who  docs 
not  consider  English  (and  certainly  not  nautical  Knglish) 
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a  close  friend.  The  confusion  begins  when  a  guide  warns 
Luis  that  he  will  need  him  to  grab  the  bowline  and  help 
tie  up  the  rafts  when  we  land.  Luis  not  only  has  no  idea 
what  a  bowline  was,  but  is  also  a  little  foggy  on  the 
future  tense.  Such  is  the  consensus  when  Luis  grabs  the 
rope  at  his  feet  and  attempts  to  jump  oxerboard — c\ en 
though  we're  in  mid-rapid  and  20  yards  from  shore. 

The  piggy  rafts  are 
p.  .  ,  •  ^^^  apparently  no  match  for 
the  ri\  er's  next  set  of 
rapids — they  require 
helmets  and  self-bailing  boats — so  we  are  driven  to  the 
confluence  of  the  Chilko  and  Tascko  rivers  (this  is  wv 
kind  of  portage),  and  are  soon  back  on  the  big  rafts,  rid- 
ing our  biggest  water  yet.  Positioned  in  front,  I  am 
rewarded  with  a  brief  undersea  voyage  when  the  raft 
hits  a  towering  standing  wave. 

.\ftcr  an  carlv  morning 
hike  to  scout  the  rapids 
ahead,  the  boatmen 
return  w  ith  somber  nc\\>. 
.\  log  lies  across  the  (Jap.  a  narrow  slot  dtmnri\cr  less  wide 
than  our  rafts  are  long.  We  ha\c  no  choice  but  to  portage 
again.  We  disassemble  the  rafts,  package  the  gear  and  drag 
the  whole  mess  up  to  a  truck-accessible  plateau.  Dragging 
the  .MK)-pouiul  "snouts"  (a.k.a.  |-H)nt(x>ns)  to  the  plateau  is  a 
fn  c-  to  six-man  job.  When  someone  su,ggest:»  to  fellow  rafter 
Paul,  a  Czech  with  a  limited  but  colorful  command  of 
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mltitj/lgSSJtBtKtUf       Occasionally,  the  pursuit  of 
f  should  yield  to  the  pursuit  of  pleasure. 
1 3o  when  office  tensions  overtake  you,  take  to  the  BMW 
pS  or  PD.  Ornery  motorcycles  for  independent  souls  who 
I  that  bumps,  branches,  and  twisting  roads  aren't  just  unfor- 
le  facts  of  life.  But  the  very  spice  that  makes  life  worth  living. 

One  glance  at  the  steel  mud-guards,  headlight  cage  and 

ept  exhaust  attest  that  the  RIOOGS  and  PD  are  no- 
knse,  and  all  fun.  Equally  at  home  on  highways  or  snaky 

'oads. 

Because  each  is  equipped  with  BMW's  world-famous, 


patented  Paralever  suspension;  four-stroke,  honzontaliy 
opposed,  classic  twin  engine;  and  the  mantle  of  supremacy 
earned  with  multiple  Pans-Dakar  championships. 

Every  BMW  motorcycle  arnves  with  a  three-year, 
unlimited  mileage,  limited  warranty  as  further  proof  of  its  long 
range  intentions.' 

So  call  800-345-4BMW  to  find  your  participating  BMW 
motorcycle  dealer,  who  will  happily  arrange  a  most  exhilarating 
test- ride. 

After  all,  there's  nothing  like  a  winding  road 
to  help  you  unwind       WORTH  THE  OBSESSION. 


J  \ 


^TRES^TlfRAPYFOR    /,X 
THEIipTALUrdRDUICKEO^^ 


'flm, '  ^  ^^1 


.:^ 


^■•if  ^ 


'«>h^'.  > 


1^^  ^-  - 


0         7J,. 


J 


^  J 


v;^' 


«*.s  ■ 


'^v# 


\r>*^- 


:A< 


*   A^^ 


V-  -•   .■.'^-  t: 


English,  that  the  work  "is  exercise,  just  Hke  tennis,"  Paul 
smiles  wanly  and  says,  "Like  sheets 

Most  of  the  guides  head  with  the  gear  to  the  put- 
in  site,  and  work  all  night  to  re-rig  and  load  the  rafts. 
The  skeleton  crew  still  manages  a  fabulous  dinner: 


DAY 
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thick  N.Y.  strip,  followed  by  ice  cream,  then  cake 
As  stunning  a  feat  as  serving  ice  cream  several  day; 
from  a  freezer  is,  one  of  our  number  berates  th« 
crew  for  failing  to  serve  the  ice  cream  with  th< 
cake.  Assumedly,  the  Sherpas  knew  better. 

As  we  ride  aionj 

in  dust\-  darkncs 

in  the  backofihc 

five-ton  gea; 

truck,  I  get  the  feeling  that  the\ 

are  not  so  much  driving  as  smug 

gling  us  to  our  destination. 

Dinner  is  again  an  exercise  in 
no-holds-barred  decadence.  But  a 
rather  ordinary  item  steals  the 
show:  ice  cubes.  After  seven  days 
of  drinking  iceless  gin  and  tonics 
out  of  a  thermos  cap,  I  now  know 
why  British  people  are  so  odd. 


\ 
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Today  the 
change  in  land- 
scape is  dra^ 


the  snow-capped  mountains,  ice-i 
blue  inlets  and  soft  evergreens.  Nowi 
a  moonscape  lines  the  banks;  windi 
and  water  car\e  the  desert  cliffs  into 
eerie  pinnacles  called  koodoos.  We 
stop  to  examine  some  Indian  petro-i 
glyphs  and  then  press  on  to  a  campj 
by  a  shallow  beach. 

Tonight,  John  from  Coloradoi 
turns  48,  and  so  receives  advice  and  I 
"iood  wishes  from  all  sides.  Violet,  ^\ 
stalwart  73-year-old  grandmother 
from  New  Hampshire,  explains  to 
him  (in  the  sort  of  conversations  we 
were  all  having  after  eight  days 
together)  that  all  the  fresh  vegetables 
we"\ e  had  on  the  trip  "are  good  for 
your  bowels."  John's  eyes  go  wide,  . 
and  wc  understand  why  when  he 
tells  us  what  ho  thinks  he's  heard: 
"New  England  women  are  sure  dinrt. 
\'i  here  says  vegetables  arc  good  for 
your  balhV^  The  misunderstanding  is 
ne\cr  ijuite  sorted  out.  and  the  left- 
t)\ er  salad  is  throw  n  awav. 
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Old  Mine  River:  pontonniHj^  f)ast  an  abandoned  shaft. 


Big  John  is  so 
big  in  B.('.  raft- 
uig  circles  (and 
so  big  general- 
ly) that  today's  canyon  is  named 
after  him.   The  ride  through  offers 
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when  you  know  your  worth. 


Omega  Constellation 

18K  gold  men's  automatic 
chronometer  with  date. 
Scratch-resistant  sapphire  crystal. 
Water  resistant. 
Swiss  made  since  1848. 


Albert  S.  Smyth  Co.  Inc. 


29  Greenmeodow  Drive 

Timonium,  MD  21093 

1-800-638-3333 


OMEGA 

The  sign  of  excellence, 


further  evidence  of  a  trip  (or 
river)  so  carefully  designed 
that  each  section  of  white 
water  appears  more  impres- 
sive than  the  last. 

At  the  end  of  Bif^  John 
Canyon,  the  tremendous 
Fraser  River  swallows  up 
the  friendly  Chilcotin.  Our 
big  rafts  are  the  minimum 
size  for  this  waterway, 
which,  though  deceptively 
wide  and  lazy,  averages  a 
flow  10  times  the  (>olorado 
River.  I  naively  show 
interest  when  a  guide  asks 
if  I  want  to  "troll  for  stur- 
geon." After  making  sure 
I've  securely  fastened  my 
life  vest,  he  hooks  on  a 
safety  line  and  ushers  me 
overboard.  I  bob  along 
and  enjoy  the  ride  as  best 
I  can  while  my  raft  mates 
discuss  whether  Moby 
Dick  was  really  an  albino 
sturgeon.  Luckily  1  prove 
poor  bait. 

We  pitch  camp  on  a 
large  sandbar  tufted  with  willows.  The  guides  mount 
yet  another  marvelous  meal  that  nevertheless  proves 
Canada  is  much  too  far  from  Mexico  to  explore  its  cui- 
sine: chips  and  guacamole  give  way  to  huge  helpings 
of.. .potato  salad,  an  odd  sort  of  vodka-lime  tonic  and 
some  disarmingly-flavored  barbecue  chicken.  (We 
learn  later  that  the  vodka-lime  tonic  was  intended  to 
make  margaritas  until  someone  dumped  the  vat  of 
te(|uila  and  triple  sec  on  the  chicken.) 

We  follow  an  old  flood 
channel  on  the  trip's 
DAY  I  I  ■  final  hike  through  a 
damp  canyon  of  w  hat 
appears  to  be  chocolate  mousse  (by  now,  few  physical  fea- 
tures fail  to  resemble  food). 

After  a  galloping  set  of  rapids,  we  arrive  at  our  last 
camp,  anil  sadly,  our  last  dinner  (beef  stroganoff). 
Siirrountlcd  by  so  many  foreign  tongues,  wc  ha\c  all 
begun  to  speak  Pidgin  English:  "For  the  food  tonight, 
yes,  ees  beef.''  Ees  good.''" 

Paul,  mv  dedicated  C'/cch  friend,  saunters  arouiui 
the  fire  with  tonight's  whiskey.  Fvcry  night  w  ithoui  fail 
he  has  managed  to  pour  a  couple  fingers  in  my  cup, 
whether  or  not  it  was  empty,  and  whether  or  not  1  was 
using  it  for  something  particularly  uncomplcincntar\  lo 
whiskey,  like  scall()|K'd  potatoes,  guacamole  or  the  ilregs 
of  a  gin  and  tonic,  i'erhaps  it's  just  a  coincidence  that  1 
see  the  Northern  Lights  tonight  for  the  first  time. 
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We  get  an  early  start  on 
the  last  and  best  rapids  ol 
the  trip.  Extremelyl 
quirky  currents  in  one 
set  allow  us  to  motor  back  upri\  er  and  ride  through  several 
times.  'F'he  last  time  through  our  two-ton.  22-f(H>t  raft  actun 
ally  goes  airborne. 

We  wind  through  a  final  bend,  and  suddenly — it's 
over.  Yet  another  bus  whisks  us  into  Lilloet  and  onto  a 
tiny  train  to  N'ancouver  that  w  inds  by  some  of  the 
trip's  most  spectacular  scenery.  With  typical  CREI 
largesse,  they've  packed  a  dinner  of  beer,  roast  becf,l 
cold  chicken  and  chocolate-coxcrcd  doughnuts  with' 
rainbow  sprinkles. 

A  conductor  notices  my  contented  face,  freckled  with' 
multi-colored  crumbs,  and  asks,  "Going  home.'"  Home.' 
Lm  going  to  lea\e  this  and  go  home.-  Hell,  dancing. 
Sherpas  couldn't  drag  me  away. 

Em  too  heavy. 
The  eleven-day  (^hilcotin-Erascr  Expedition  costs 
$2,275.  all  inclusive  from  \ancouver  or  .Seattle.  They  will 
rent  camping  gear  to  \ou  for  $51)  ($75  \\n  a  couple),  and 
kids  umicr  17  recei\e  a  20%  discount.  Trips  are  sched- 
uled from  June  to  .September,  ('anadian  River  Expedi- 
tions. .v524  W.  Ihth  \\cnue.  \ancou\er.  B.C^.  C^inada 
\  (>R  3C1.  Phone:  (>04-7.vS-444W.  l-.ix:  (>04-736-552(v  • 

L I  \\i  C  M  1  WW  is  (I  frrr-lamr  Kfitrr  /king  in  AHitigTon,  \'a. 
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The  Hottest 

Nymph  In  The 

World 


Thai's  thk  only  punch  fjnk  to  this  Polis 
story,  and  if  you  don't  get  it,  you're  not 
alone:  neither  do  most  of  the  20  or  so  other 
nations,  includinj^  the  U.S.,  that  send 
teams   to   the   World   Fly-Fishin 
CJhampionship. 

That  contest  is  held  every  year  in 
different  country.  Over  the  past  threej 
years,  Poland  won  it  in   1989  in 
Finland,  placed  2nd  in  1990  in 
Wales,  and  took  second  again  this 
past  year  in  New  Zealand,  losing  to 
the  host  country  by  one  fish. 

How  in  the  world,  you  might  well 
wonder,  have  gentlemen  with  so 
many  consonants  in  their  names, 
frf)m  a  small,  poor,  dreary  country, 
come  to  dominate  the  gentle  Anglo 
Saxon  sport  of  I/aak  Walton  and  Dame 
Juliana.-^  Beating  the  English,  the  Scots, 
the  Canadians,  you  say.''  Beating  even  us, 
with  our  Graphite  III  technology  and  our 
700  different  doodads  you  can  hang  on 
your  fishing  vest.^ 

Well,  one  way  they  have  done  it  is  with 
a  magical  fly — a  woven  nymph,  much 
rumored  about  in  the  West  but,  until 
recently,  rarely  if  ever  seen  except  at  the 
ends  of  Polish  leaders. 

Natural  nymphs  are  sub-aquatic,  pre- 
winged  forms  of  various  flying  insects  that  com- 
prise over  90%  of  the  diet  of  a  trout  or  a  grayling,  the 
small-mouthed,  confused-looking  little  fish  that  is  to 
Poland  what  the  largemouth  bass  is  to  Alajxima.  Tied 
and  fished  well,  the  imitation  nymphs  that  a  fiy-fisher 
uses  are  universally  his  most  productive  type  of  fly. 
Tied  and  fished  brilliantly,  as  the  Poles  tlo,  they  are 
devastating.  The  Polish  nymph  is  woven  of  various 
synthetic  and  natural  fibers  to  create  a  durable, 
spookily  lifelike  imitation  of  mostly  caddis  nymphs. 


Did  you  hear  the 
one  about  the  Polish 
National  Fly- 
fishing Team? 
It's  the  best  in 
the  world. 


Weaving  is  to  fly  tying  what  trompe  Toeil 
is  to  still-life  painting,  and  these  nymphs 
will  almost  make  you  want  to  eat  them. 
It  is  due  solely  to  the  patriotic  effort 
of  one  Walter  L  ngermann  that  thiN 
Polish  secret  weapon  is  no  longer 
exclusively  a  closely  guarded  East 
European  property.  Walter  is  the  John  Sununu  of  the 
American  Fly-Fishing  Team,  a  brainy  pit  bull  of 
competitiveness  who  likes  to  reveal  immediately 
upon  meeting  you — just  to  get  it  out  of  the  way — 
that  he  is  the  world's  greatest  salmon  angler,  and 
then  study  your  face  aggressively 
for  any  tic  of  doubt. 
One  day  during  the  practice 
week  before  the  1991  Champion- 
ship in  New  Zealand,  this  captain 
'  and  spiritual  leader  of  Team  L'.S..\. 
fished  a  particular  stretch  of  ri\er  hard 
for  two  hours,  hooking  only  two  small 
I  rout.  As  he  was  leaving,  a  few  members  of 
the  Polish  team  came  along  and  asked  if  he 
was  finished  with  the  stretch.  Walter  said  he  was,  and 
the  Poles  waded  out  and  began  fishing  the  exact 
same  water  the  World's  Greatest  Salmon  .\ngler  had 
just  vacuumed.  Like  watching  the  w  all  come  down  in 
Berlin,  or  the  statue  of  Lenin  toppled  in  Moscow. 
Walter  stood  there  in  his  waders  and  saw  a  New 
Order  replace  an  Old.  He  still  has  nightmares  about 
it.  The  Poles  caught  and  released  .>7  fish. 

Walter  did  what  he  had  to  do  as  an  .\merican.  .\s 
luck  would  ha\c  it.  the  Poles  had  arrived  in  New 
Zealand  almost  penniless.  Too,  thev  are  new  lo  capi- 
talism. Walter  distinctly  is  noi.  .\fter  the  competition 
he  "liberated"  ,S()0  w()\ en  nymphs  from  a  particularly 
hard-up  Polish  team  member  for  $1  apiece,  outbid- 
ding a  Scotsman,  for  .America's  only  vicior\-  to  date  in 
international  fly-fishing  competition. 

The  problem  now,  of  course,  is  liberating  the  flics 
from  Walter.  O  — Cmari.ks  Gainks 
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Saturday.  Bodrnm.  Let  it  happen**:  elsewhere 
merely  an  attitude,  here  on  the  seacoast  of  Turkey,  a 
way  of  life.  "Actually,  I  prefer  not  to  have  lunch," 
says  the  ship  owner  when  a  sign  on  the  door  of  the 
restaurant  I  had  chosen  says  that  it's  closed.  "In  this 
heat..."  he  says,  gesturing  towards  the  quai,  bathed  in 
midsummer  midday  sunshine.  We  board  Durukos  W 
the  yacht  I've  chartered  from  him  effective  tomorrow 
morning,  and  sit  in  the  shade  of  an  awning  covering 
the  aft  deck.  A  breeze  coming  off  the  sea  cools  us. 
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At  anchor 
(above).  The 
author,  right, 

recovers 
from  another 
"liflht"  lunch. 
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"I  brought  this  from  Istanbul."  says  the  ship  ownel 
producing  a  tin  of  fresh  caviar — evidence  of  the  flourish  -^■^■ 
ing  Turkish  barter  trade  with  neighboring  Iran  ank  ^^^^ 
Russia.  The  ship  owner — his  name  is  Demir  Duru- 
piles  mounds  of  the  large-grained  caviar  on  crackers, 
\     we  munch  intently.  Soon,  big  though  the  tin  of  caviar 
we've  emptied  it.  We  turn  to  watch  the  passing  scent 
Tourists  of  all  nations  crowd  the  docks,  the  open-ai 
restaurants,  the  cafes  and  the  covered  Oriental  marke 
where  the  members  of  my  charter  party  are  now  on  < 
shopping  expedition. 

The  ship  owner  finds  tall  glasses  and  puts  ice  cubes  i 
them.  From  a  cupboard  he  takes  a  bottle  o^ raki.  the  anise 
flavored  Turkish  spirit.  "I  never  drink  during  the  day,"  \i.^0> 
says.  "This  isn't  drinking;  it's  saying  welcome  aboard."' 

We  watch  the  ice  transform  the  clear  liquid  into  i  tis 
milky  fluid.  Raki  here,  anis  in  Spain  and  France,  ^tfjr//j-  i 
France,  ouzo  in  Greece,  cousins  all;  not  identical  but  th' 
same  in  essence.  Communion:  a  sailor  at  a  Marseille 
bar,  a  fisherman  in  a  Greek  island  cafe,  a  fashion  mode; 
in  a  millionaire's  villa  in  Sardinia — around  th^ 
Mediterranean,  in  a  shared  moment  we  lift  the  sami 
drink  to  our  lips.  Cheers,  everybody. 

The  crew  brings  us  bowls  of  ripe  figs  and  slabs  of  goatjksal 
cheese.  The  richness  of  the  fruit  and  the  pungency  o 
the  cheese  are  bound  together  by  the  licorice  of  the  rakt: 
"Eating  during  the  day  makes  me  feel  heavy,"  says  cli4|iDU 
ship  owner,  "it's  better  that  we  didn't  have  lunch." 

From  below  deck,  steaming  bowls  emerge.  The  cap 
tain,  a  restaurateur  in  earlier  days,  does  the  cookinj 
aboard;  and  remembering  my  tastes,  has  made  melemen 
fresh  eggs  scrambled  with  onions,  peppers  and  tomatoes 
The  ship  owner  opens  a  chilled  bottle  of  the  flinrs  loca 
white  wine.  Later  he  and  I  each  ha\e  a  second  bow  1  o 
the  melemen,  then  mop  the  bowls  with  crusts  of  bread 
"You  see  how  much  better  not  to  have  lunch.'"  he  asks 
"Eating  and  drinking. ..in  this  heat.' 

"I  found  these  in  the  market."  he  says,  putting  lush 
peaches  in  front  of  us.  "But  there's  no  more  wine  on  ice 
Will  you  mind  Champagne.'"  A  bottle  of  Bollinger 
emerges  from  the  icebox  and  pops.  \\  c  drench  ourseh  es 

in  C.hampagne  fi/,z 
.md  peach  juice. 

Over  aromatic 
Turkish  ct>tTce.  our 
ci>n\ersation  turns 
tt>  the  dry  nut 
cakes  in  the  ba/aar. 
\\  c  could  send  the 
crew  to  buy  some, 
.1  lul  s  t)  ni  e  pine 
honey  from  the 
hills  to  pour  over 
them,  which  we 
.ould  have  with 
the  next  bottle  of 
Champagne... 
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It's  the  middle  of  the  afternoon  when  the  others  come 
iboard.  We  hear  tales  of  their  shopping  in  the  covered 
larket:  the  pazar.  Turkish  rugs.  Brass  tables.  Bargains 
^o  great  they  practically  paid  for  the  trip.  ("Why,  in  New 
iork  the  leather  would  have  cost  six  times  as  much!") 
>mells,  sounds  and  sights  of  the  Moslem  East,  the 
:neeling  camels  above  all.  "And  how  about  you.'"  they 
isk.  "Where  did  you  have  lunch.''" 

'We  didn't,"  I  say.  "The  restaurant  was  closed,  so 
iDemirand  I  skipped  lunch." 

We  Toi  r  DiRCKOs  V.  Shk  is  a  two-masted  motor- 
sailer,  though  the  sails  are  used  only  occasionally.  She 
jcTuises  at  11-12  knots,  and  has  been  known  to  go  up  to 
14-15.  Wide  (21  feet)  and  riding  high  out  of  the  water, 
she  is  83  feet  long.  She  is  built  of  the  local  yellow  pine 
and  gleams  in  the  sunshine.  Her  deck  is  enclosed  by  a 
wooden  balustrade.  An 
outdoor  dining  table  with 
chairs,  under  the  awning, 
dominates  the  aft  deck. 

The  typical  Bodrum- 
built  boat  is  called  a  gulef. 
Its  aft  deck  is  rounded 
and  encloses  foam  mat- 
tresses, forming  an  enor- 
mous playpen  for  the 
lolling  passengers.  To 
increase  space  below 
deck,  Durukos  \'  is  built 
differently:  the  rounded 
'rear  has  been  sliced  off,  so 
that  there  is  a  flat  high 
wall  in  back,  making  it 
look  like  a  galleon  in  a 
pirate  film. 

You  see  the  difference 
when  you  go  below,  k  xs^'xc^X  gulet  of  this  size  has  six 
"double"  cabins  for  passengers  (roomy  enough  only  for 
single  occupancy,  in  my  view)  each  with  a  cubicle  for 
shower  and  w.c,  and — here's  the  point — each  identical. 
No  problems  of  one  person  ha\  ing  a  better  cabin  than 
another. 

Durukos  \  has  four  such  cabins — but  in  the  rear, 
assigned  to  mc,  is  a  fifth  cabin:  a  master  stateroom  such 
as  you  might  fmd  on  an  ocean  liner.  The  w.c.  is  like  a 
real  toilet.  There's  a  dressing  room,  a  table  and  chairs. 


masts  forming  a  forest  in  the  sea.  In  high  season,  why  are 
so  many  in  port.'  Why  aren't  they  sailing  away  to  hidden 
coves  and  high  adventures? 

Si  NSET.  Drinks  on  board.  We  are  opposite  the  m.vssive 
15th-centur\  crusader  castle  that  dominates  the  skyline. 
From  it,  Bodrum  spreads  out  along  the  sea  in  both  direc- 
tions. The  castle  is  European  and  Christian:  the  port  is 
international;  but  behind  the  seafront,  as  the  muezzin's 
call  from  the  minaret  reminds  us,  lies  the  Middle  East. 
We  enter  it  after  we  debark  to  dine  ashore.  We  wander 
in  the  dark  through  narrow,  winding  lanes.  The  ship 
owner,  our  guide  and  host,  finally  stops  in  a  dark  pas- 
sage between  high  walls,  and  knocks  on  a  wooden  door. 
The  door  is  opened,  and — to  our  surprise — we  are  led 
into  a  garden  restaurant  of  considerable  sophistication, 
where  we  dine  on  a  dozen  Turkish  hors  d'oeux  res  fol- 
lowed by  grilled  meats 
and  fresh  fruit. 

Midnight.  We  are  by 
the  sea  at  the  open-air 
Halikarnas  disco,  a  fanta- 
sy out  of  Hollywood  or 
Disneyland.  A  white, 
marbly  temple  with 
columns  and  balustraded 
winding  staircases  to  the 
balconies,  lit  by  mo\  ing 
laser  beams  flashing  on 
and  off,  with  floats  over- 
head, and  the  illuminated 
crusader  castle  in  the 
background.  Family, 
friends.  Cabinet  minis- 
ters and  provincial  gover- 
nors fill  the  tables  and 
stands  above,  while  the 
action  takes  place  on  the  dance  floor  below.  There  the 
young  of  all  Europe,  and  Turks  as  well,  g\rate,  prance, 
jump  and  shout  to  music  of  the  '60s,  '70s,  and  '80s  in 
rites  of  summer  that  might  seem  not  unfamiliar  to  the 
ancient  gods  and  spirits  who  once  inhabited  this  coast: 
Pan.  Dionysus.  Priapus.  Bacchus,  and  nymphs  and  fauns 
too  many  to  mention. 

Durukos  r  anchors  just  offshore,  positioned  to  carrs  us 
away.  I  see  that  she  isn't  alone — and  now  understand  why 
so  manv  luxurs  vachts  stav  in  harbor.  The  wcalthv  come 


benches  on  w  hich  to  lounge.  Shall  I  feel  guilty  about  down  from  Istanbul  to  charter  them  for  a  ringside  seat, 

having  a  room  more  luxurious  than  the  others.-*  No.  anchoring  them  each  night  next  to  Halikarnas,  to  sit  from 

midnight  till  da\\  n.  listening  to  what  were  once  their 

Si»em)  I  onigh t  aboard,  advises  the  ship  owner,  to  get  songs,  and  watching  the  w  rithing  bodies  of  the  young, 

an  early  start  in  the  morning.  So  the  others,  with  the  help  The  Blues  Brothers  appears  on  an  enormous  screen. 

of  the  captain  and  three-man  crew,  go  to  bring  bags  Young  people  of  all  nationalities  throw  arms  around  one 

down  from  the  hotel.  Remaining  aboard,  I  survey  the  another,  swaying  together,  singing  "Everv-BODY 

harbor  scene.  Bodrum  is  a  yachting  capital  of  the  .\sia  NEEDS  some-BODY."  Rick,  one  of  our  passengers. 

Minor  coast,  and  in  her  enormous  harbor  hundreds  of  plunges  into  a  crowd  of  whirling  English  girls.  Everyone 

vessels  ride  at  anchor  bumper-to-bumper,  their  thrusting  is  drawn  in.  It's  not  my  thing,  but  it's  the  thing  to  do;  I 
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find  myself  on  the  dance  floor  doing  what  should  be 
done  in  the  go-with-it  spirit  of  the  coast. 

At  3  a.m.  I  lead  us  to  the  boat.  With  no  moon  to  guide 
us,  Durukos  F  slips  out  of  the  harbor,  cruising  for  an  hour 
through  the  inky  darkness  until  we  reach  a  deserted 
cove.  We  anchor. 

Wearing  a  robe,  I  come  on  deck  and  head  for  the  lad- 
der. I  pass  two  English  girls,  seated  uncertainly  in  deck 
chairs  and  looking  not  quite  sure  why  they're  here.  I  say: 
"I  want  you  to  promise  me  something.  I  want  you  to 
promise  that  you'll  never  tell  anyone — ANYONE — that 
I  went  swimming  without  clothes."  They  nod  solemnly. 
They  promise.  They  look  away.  I  throw  off  my  robe  and 
go  naked  into  the  sea. 

Morning.  I'm  first  on  deck  for  breakfast.  From  some- 
where in  the  vicinity  of  Rick's  quarters,  the  English  girls 
emerge  draped  in  impromptu  sarongs,  the  one  in  a  bed- 
spread, the  other  in  a  tablecloth.  They  join  me  for  coffee.  I 
ask  whether  they're  coming  on  the  cruise,  but  they  say 
they  have  jobs  in  Bodrum.  If  only,  they  say,  they  had  met 
us  a  week  before,  they  could  have  made  arrangements. 

After  breakfast  Durukos  V  returns  to  Bodrum  harbor. 
The  girls  go  ashore  in  a  dinghy.  They  wave  to  Rick  from 
the  pier  as  we  leave. 

Sunday.  Mersincik.  W'e've  crossed  from  the  north- 
ern to  the  southern  tip  of  the  Gulf  of  Kos.  The  ship 
handled  well,  and  it  was  a  smooth  ride.  We  hit  one 
patch  of  rough  sea,  and  rolled  side-to-side  rather  than 
backwards-and-forwards;  so  I  can  see  why  they  unfurl 


est  to  civilization,  but  I  choose  the  voyage  to  Marmaris 
because  of  the  variety  of  secluded  anchorages  along  the 
way,  offering  the  best  swimming  in  the  world.  Althougli 
it's  the  Marmaris-to-Antalya  trip  that  has  so  many  wild] 
shorelines  and  ancient  sites  to  see,  we  will  have  at  least! 
one  such  experience  too:  at  Knidos. 

Monday.  We  round  craggy,  windswept  Cape  Krio,| 
where  a  mountain  range  juts  out  into  the  sea,  and  anchorl 
in  what  2,500  years  ago  was  the  commercial  harbor  ofl 
Knidos.  Across  a  narrow  bridge  of  land  lies  what  in  those 
days  was  the  militars  harbor,  and  in  antiquirs-  there  may 
well  have  been  a  canal  through  the  land-bridge  enabling! 
ships  to  pass  from  one  harbor  to  another,  avoiding  the] 
perilous  rounding  of  the  Cape. 

Knidos,  rising  like  an  amphitheater  from  both  sides  of 
its  double  harbor,  was  one  of  the  major  cities  of  classical  | 
antiquity.  I  was  here  years  ago  when  the  .American  archae- 1 
ologist  Iris  Love  was  excavating  its  ruins,  and  so  can  guide 
the  others  up  to  the  heights  where  Iris  discovered  the 
long-hidden  round  temple  of  Aphrodite,  goddess  of  love, 
whom  the  Romans  called  \'enus.  Here,  on  a  pedestal 
uncovered  by  Iris,  stood  the  most  beautiful  work  of  art  ofl 
the  ancient  world:  the  first  nude  female  in  the  history-  of  | 
Greek  sculpture,  the  naked  .Aphrodite  of  Praxiteles. 

Descending  to  the  sea,  I  enter  the  little  cafe  by  the 
beach  and  bargain  for  a  Knidian  specialrv.":  the  succulent 
lobster-like  but  clawless  cigales  de  mer  that  are  found  only 
in  these  waters,  and  a  few  others.  After  much  bargaining 
I  buy  two  of  them  and  a  langouste.  I  start  back  toward 


For  scenery,  swimming  and  sailing,  Asia  Minor 

offers  the  outstanding  coastline  in  the  Mediterranean.  But  it's 

more  than  a  landscape — it's  a  voyage  in  time. 


the  sails  as  stabilizers  in  bad  weather.  But  the  turbu- 
lence subsided  quickly.  And  now  that  we've  arrived 
here,  the  sea  has  put  on  a  look  of  wide-eyed  innocence, 
as  though  denying  that  it  ever  could  be  wild.  Water 
bluer  than  I've  ever  seen  and  vodka-clear  to  depths  of 
what  must  be  a  least  40  or  SO  feet. 

Winds  and  waves  sometimes  dictate  the  path  yachts 
must  follow,  but  not  to  us  today.  We  have  gentle  breezes 
and  a  \\a\clcss  sea:  therefore,  the  luxurN'  of  chyice.  There 
are  three  mar\elous  itineraries  along  the  Turkish  coast, 
l-'rom  Bodrum,  we  can  do  one  of  two  five-to-se\en  day 
trips:  either  a  circuit  of  the  (Julf  of  Kos,  returning  to 
Bodrum,  or  else  a  xoyage  south  along  the  coast  to 
Marmaris.  debarking  there.  The  third  itinerary',  taking  a  bit 
longer — perhaps  a  week  to  ten  days — is  from  Marmaris, 
heading  farther  south  and  then  cast  to  .'\ntalya. 

The  sheltered  (Jiiifof  Kos  is  the  easiest  trip  and  dos- 


the  boat  but  am  stopped  by  one  of  the  guards  at  the  site 
who  remembers  me  from  Iris  Love  days.  He  has  a  gift  for 
me,  he  says.  He  takes  me  back  up  the  road  about  a  hun- 
dred feet  to  a  stone  furnace,  where  his  wife  is  cooking 
bread  over  a  wood  fire.  He  gixcs  me  a  bread  out  of  the 
furnace.  I  carry  it  on  board,  and  we  chew  hot.  grainx 
bread  on  deck  as  we  motor  out  of  the  harbor.  .\  gift  lov- 
ingly given;  a  gift  from  the  city  of  kn  c. 

Tuesday.  Bencik.  We're  now  at  the  eastern  end  of 
the  Dorian  peninsula,  of  which  Knidos  is  the  western  tip. 
It's  the  peninsula's  narrowest  point:  from  here  ic's  only  a 
few  miles  over  the  hills  to  the  (iulf  of  Kos  on  the  far  side. 

This  is  the  scenic  highlight  of  t>ur  \(nagc.  Rick  says 
it's  like  cruising  through  the  .\lps:  as  though 
Swit/erland  were  flooded  and  only  the  peaks  of  the 
highest  mountains  remained  above  water  level,  with  un 
sailing  the  high  waters  between  them.  So  twisting  and 
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Only  one  corporate  travel  payment  system 
can  keep  your  people  in  the  air  and  your  costs  on 
the  ground .  The  Air  Travel  Card  Pavment 
System.  It  has  no  annual  fees,  no  interest 
charges  and  no  per-card  charges.  So  \vith 
:he  Air  Travel  Card,  all  you  pay  for  is  air  travel 

And,  because  it's  the  airlines  pavTnent 
system,  it's  instantly  accepted  on  over  2(X)  airlines 
worldwide  and  can  pro\ide  your  company  with  a 
variety  of  billing  formats,  management  reports  — 


,^*»o 


even  customized  billing.  Plus,  automatic 
■^insurance  ever\-  time  >du  use  it. 
^-- .  For  more  information  on  how  to  keep 
jfc*  ^>x)ur  people  up  and  >TKir 
>    costs  dovMi,  call  1-800- 
222-4688  (in  the  Distna 
of  Columbia,  call  626-4224*. 

THESMUTESTINNiTE 

CaUlSO0  222  46S&.OrS»t\'omTTnmiAgtmtorAtrixmRtp' 


indented  is  the  coastline  that  from  many  points  I  don't 
see  the  way  out,  and  it's  as  though  we  were  on  a  lake 
surrounded  by  mountain  peaks.  The  number  and  vari- 
ety of  anchorages  confuse;  a  distinctive  rock  formation 
off  Bencik  is  all  that  orients  me. 

Our  captain  is  a  master  at  discovering  coves  that  we 
can  have  to  ourselves.  To  remember:  the  most  important 
thing  in  selecting  a  boat  to  charter  is  the  captain,  who 
must  know  the  coast  intimately,  be  likable,  and  speak 
English.  Yet  there  is  nothing  in  the  brochure  the  yacht 
charterer  sends  you  that  tells  you  about  him — so  ask  the 
charterer.  You  might  even  want  to  call  and  interview  the 
captain  over  the  telephone — I've  found  the  phone  con- 
nections between  New  York  and  Bodrum  to  be  excel- 
lent. But  in  the  end  you're  essentially  betting  on  the 
reliability  of  your  charterer. 

Wednesday.  A  deserted  cove  near  Sejimye.  It's  8 
a.m.  and,  while  the  others  still  sleep,  I  swim  around  the 
tip,  out  of  sight  of  the  boat,  where  there  is  nothing  of  man 
to  be  seen:  no  houses,  no  boats,  only  sea.  cliffs,  antl  sunlit, 
untroubled  sky.  The  sea  is  still,  and  there  is  no  bree/e.  I 
hear  something  extraordinary:  silence.  It  strikes  me  that 
even  when  staying  oxernight  in  isolated  countrssidc,  V\c 
heard  donkeys  braying  or  cocks  crowing.  Ilerc  there's 
only  the  occasional  tinkle  of  a  ripple  in  the  water.  \\  hen,  I 


wonder,  ha\e  I  last  heard  alisolutc  quiet — not  the  silence 
of  emptiness,  but  that  of  peace  and  contentment.'  It's  as 
though  I'm  alone  in  the  sea  in  the  morning  of  the  world. 

Thursday.  Dirsek,  a  full  bay  empty  of  people. 

Friday.  Bo/.burun.  .\n  agreeable  place,  but  not 
strong  on  character.  \\'e  dine  on  shore. 

Saturday.  The  ancient  I.orsnia.  .\  colony  and  trad- 
ing post  established  on  the  mainland  by  ancient 
Rhodians  lui  the  site  closest  to  the  island  of  Rhodes. 
Fortified  walls  on  the  heights:  Hellenistic,  about  2.M){) 
years  old.  (lood  snorkeling:  I  fuid  no  treasure  (though 
others  ha\  e  here,  from  ancient  shipwrecks  at  the  bot- 
tom) but  am  happy  enough  as  is.  delighted  to  transform 
mvself  into  a  marine  creature.  howe\er  brietlv. 

Sunday.  Marmaris.  Out  port  of  debarkation.  The 
others  spill  inti>  taxis  on  the  quai  to  be  taken  to 
n.ilaman  airpcut.  I  am  staying  on  for  a  few  days  in 
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FLORSHEIM 

mimFDRJECHf 


■i  .-^/' 


The  Most  Comfortable 
Winlking  Sh 


Ten  Reasons  Why: 


Light  and  flexible  sole 

with  tiny  air  hubbies.  B  Highly       ^..      shock  absorbent  insert  with 


cushioning  2i\t  channels.  El  Constructed  for  all  around  comfort. 

VJV  J 
Soft^^^V    m  leather  inside  and  6)^/.  El  Cushioned  uppers. 

Padded  collars  and  tongues.  B  Wide  ■  ■  V  range  of  sizes  and 

widths.  B  30  day  test  walk  with  money  back  guarantee.  B  Go 


anywhere  styling.  EE3  Florsheim  reputation  for  over  100  years  of 
quality  footwear  For  buying  information  on  all  Florsheim  Comfortech 


shoes  simply  call  toll  free:  1-800-634-3608.    OL  I  COMFORTABLE! 


Marmaris,  a  sprawling  port  town  that  rivals  Bodrum. 

The  ship  owner  arrives  by  car  from  Bodrum.  We  sit 
together  under  a  yellow  awning  in  a  sun-flooded  bar  on 
the  dock  and  sip  ice-cold  draught  beer.  He  is  happy;  he 
and  his  wife  have  just  had  their  second  child.  She  and  the 
children  are  with  her  parents  in  Istanbul.  Durukos  V  is  to 
meet  her  next  charter  party  in  Antalya  in  a  week.  He 
hasn't  had  a  vacation  in  years,  so  will  take  one  now  by 
cruising  from  Marmaris  to  Antalya.  We  discuss  the  route. 
Strange  and  marvelous  Caunus,  hidden  in  its  forest  of 
marsh  weeds;  the  ruins  of  Xanthus,  with  its  long  sweep  of 
sand  beach;  the  charming  port  towns  of  Kas  and  Kalkan; 
Kekova,  a  sailor's  paradise  with  its  dozens  of  islets,  and 
snorkeler's  dream  with  its  sunken  tombs  and  the  remains 
of  an  underwater  city;  uncxcavated  Olympos,  ruins  hid- 
den in  a  tangled  forest;  Fhaselis,  where  one  walks  the 
main  street  as  the  Emperor  Hadrian  did;  and  Antalya 
itself,  the  splendid  beach  resort  so  close  to  the  great  sites 
of  i'erge.  Side  and  Aspendos. 

i^'or  scenery,  swimming  and  sailing,  Asia  Minor  offers 
the  outstanding  coastline  in  the  Mediterranean  — 
indeed,  in  the  world — but  it's  more  than  landscape:  it's 
a  voyage  in  time.  Our  civilization  comes  from  this  coast 
and  its  offshore  islands.  Here  lived  Homer;  here  philos- 
ophy, history,  mathematics  and  medicine  were  iinent- 
ed;  here  (the  luiglish  travel  writer  Kjeya  Stark 
somewhere  remarks)  people  first  discovered  happiness. 
An  encounter  with  the  Turkish  scacoast  can  offer  more 
than  the  sin  face  |)lcasiues,  ami  I  cnw  the  ship  owner 
his  voyage  south. 

"Why  don't  you  come  along.^"  he  asks.  "Of  course  it 
won't  be  like  a  charter;  we  can't  linger  too  long;  we  must 
arri\  e  in  Antalya  on  time." 

1  start  to  say  that  I  can't:  reserx ations  would  have  to 


be  changed  and  appointments  broken.  But  the  point  of| 
coming  to  this  part  of  the  world  is  to  escape,  howei 
briefly,  from  the  tyranny  of  jobs  and  obligations.  I  doi 
want  to  be  like  the  girls  who  waved  goodbye  in  Bodrum.  I 
The  joy  is  in  being  able  to  say  yes  to  the  unplanned  andj 
unexpected.  I  down  my  beer  and  say:  "Yes." 

So  I  bring  my  bags  back  on  board  Durukos  X.  From| 
shops  and  the  open  market  at  the  edge  of  town,  the  crew 
members  have  brought  back  a  rainbow  of  colorful  fruits, 
melons,  cheeses,  fresh  breads,  imported  sausages, 
wines...  As  we  motor  out  of  the  harbor  and  head  out  to| 
sea,  I  sink  down  into  a  chair  on  deck.  It's  past  midday. 

"Demir,"  I  say.  "I'm  hungry .  Let's  skip  lunch  again." 

David  From  kin  is  the  author  of  A  Peace  To  End  All 
Peace  (Avon),  a  history  of  the  making  of  the  modem  Mideast. 


WHEN  TO  GO.  May  through  October.  July  and 
August  are  the  most  crowded,  the  most  expen- 
sive, and  also  the  most  prone  to  problems  with  the 
wind.  Locals  claim  October  is  best.  HOW  TO  GO. 
By  airplane,  via  Istanbul,  to  Izmir  or  Dalaman 
airports  in  Turkey,  and  from  there  bv  taxi  to  port 
Or  by  plane  through  Greece,  via  Athens  to  the 
island  airports  of  Rhodes,  Kos  or  Samos,  then  by 
ferry  to  Turkish  ports.  CHARTER  PORTS. 
Charters  originate  mostly  from  Bodrum, 
Kusadasi  or  Marmaris.  Or  try  the  village  of 
Gocek  near  Dalaman  airport.  PRICES.  For  a  six- 
cabin  gulet  with  captain  and  two-man  crew  (in 
their  own  quarters  up  front),  wages,  insurance 
and  fuel  included  but  not  food  or  drink,  the  going 
price  for  several  years  has  been  about  $500  a  day. 
Prices  vary  greatly  depending  on  time  of  year, 
type  of  vessel,  and  whether  with  crew  or  "bare- 
boat." For  the  1992  season  Durukos  Yachting 
quotes  prices  ranging  from  $800  to  $1,950  a  da>. 
Of  course  these  prices  can  be  divided  by  12  people 
if  there  is  a  full  complement  of  passengers.  HOW 
TO  CHARTER.  Hxcept  in  Jul\  and  .\ugust  (and 
in  the  poor  tourist  summer  of  1991,  cNcn  then) 
one  way  is  to  do  it  on  the  spot.  (Jo  to  the  harbor, 
walk  along,  comparison  shop,  and  bargain  to  get 
the  best  price.  But  to  be  sure  t)f  getting  what  nou 
want,  or  to  charter  in  the  crowded  niidsununcr 
season,  write  in  ad\ ance  to  reserNC.  CHARTERS. 
FOr  years  I  have  dealt  with  Demir  Duru's 
i^nglish-speaking  Durukos  ^  achting.  Ataturk 
Caddesi  S7,  P.O.  Box  50,  Bodrum  4S400. 
lurkev.  Phone:  Oil  90-(>14-l  1S()S.  Fax:  Oil  90- 
614-12624.  Telex:  50199  BLllK  TK.  Its  boats 
are  top-of-thc-linc.  anil  priced  accordingK.  lUit 
there  are  do/ens  of  other  boat  charterers  in 
Bodrum  and  Marmaris  with  whom  your  travel 
agent  can  put  nou  in  touch.  O 
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A  tennis  player's  nnoment  to  rennember  has  a  way  of  replaying  itself  in  the  nnind  again 
and  again  for  a  lifetime. 

And  whether  you  happen  to  be  an  A  player  or  a  C  player,  there  is  always  one 
unforgettable  shot  that  put  the  finishing  touch  on  a  nnatch  you  had  never  expected  to  win. 

Such  monnents  to  remember  are  made  for  a  Macanudo  cigar.  For  in  an  age  when 
speed  is  all  too  often  the  order  of  the  day  the  men  of  Macanudo  still  take  more  than  two 
years  to  turn  the  finest  tobaccos  in  the  world  into  cigars  made  entirely  by  hand. 

Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  all  the  taste  and 
aroma  of  the  ultimate  cigar 
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By  George  Semler 


Rating 


Yon,  LIKE  THE  SUMMER  ATHLETES,  NEED  TO  KEEP  YOUR  STRENGTH  UP.  OuR  MAN 

IN  Barcelona  takes  the  inside  track  to  the  best  of  Catalan  cuisine. 


Dining  in  and  around  Barcelona  with  (or  on  the  trail 
oO  the  author  oithe  book  on  Catalan  gastronomy,  Cata- 
lan Cuisine — Europe's  Last  Great  Culinary  Secret  (now 
out  in  paperback  by  Collier  Books),  can  be  a  devastat- 
ing experience. 

One  five-course  menu  de  degustacio  gourmet  sam- 
pler with  Colman  Andrews — accompanied  by  at 
least  two  kinds  of  wine  and  followed  by  coffee, 
liqueur   and   cigars — is 
heroic;  two  are  epic. 
(Colman,  you  see,  is  a 
dedicated  professional.) 
On  the  other  hand,  the 
portions  are  small  and 
delicious,  the  fare  is 
light,  and  if  you  don't 
chug  the  wine,  you  may 
have  a  chance  of  leav- 
ing  the    table    under 
your  own  power. 

(dolman's  choices 
begin  with  Azulete  (Via 
Augusta  281,  tel.  Oil 

343-203-5943),  a  greenhouse  garden  overseen  by  chef 
Jcan-Luc  Figucrcs,  a  bright  local  star.  Eldorado  Petit 
(Dolors  Monserda  51,  204-5153)  is  another  strong 
choice,  the  spot  Colman  would  visit  "if  I  had  time  for 
just  one  meal  in  Barcelona."  Els  Perols  De  L/Ejnpordd 
(Villarocl  88,  323-1033)  boasts  fine  anchovies  and  escu- 
pinya  clams  and  "maybe  the  best  rice  dishes  in  town." 
Florian  (Bertrand  i  Serra  20,  212-4627)  stands  out  for 
its  wine  list,  its  wild  mushroom  dishes,  ami  its  differ- 
ent preparations  u'i  toro  de  lidia,  "fighting  liull." 

I  he  Ran')  De  Can  Eahes  (Sant  Joan  d,  Sam  Ccloni, 
867-2851)  is  30  minutes  north  of  Barcelona,  but  don't 


miss  it.  Santi  Santamaria's  traditional  Catalan  cuisine 
"finished  with  a  French  sensibility"  is  exquisite. 
Finally,  for  a  change  of  pace.  Bar  Pinocho  (Mercat  de 
Sant  Josep,  317-1731)  is  another  Colman  haunt:  a 
counter  in  the  middle  of  the  Boqueria  market  sur- 
rounded by  mountains  of  Catalonia's  produce,  where 
he  is  regularly  lionized  by  merchants  and  fans. 

Other  Andrews  contenders  include  El  Passadis  Del 

Pep  (Pla^a  Palau  2,  310- 
1021),  La  Odisea 
(Carter  Copons  7.  302- 
3692),  and  Senyor  Parel- 
lada  (Carrer  .Argenteria 
27,315-4010). 

For  some  merely 
great  food  and  superior 
ambience  above,  be- 
low and  in  the  midst  of 
Barcelona  I  would  add 
La  Venta  (Playa  Doctor 
Andreu,  212-6455) 
o\  erlooking  the  city  at 
the  foot  of  the  funicular 
up  to  Tibidabo;  Can  Casta  for  paella  on  the  beach  in 
Barceloneta  (Playa  De  .San  Miguel  12,  315-1903)  or  the 
new  location  nearby  (Pasco  Nacional  70.  2(xS-3511):  and 
Siete  Puertas  (Paseo  Isabel  II  14,  319-3033)  for  elegant 
surroundings  and  fine  cuisine  at  all  hours. 

{Evtrytliing  On  Ihe  Table:  Plain  Talk  Ahout  Food  And 
Wine,  a  new  book  by  (^.olman  .\ndrcws.  will  be  pub- 
lished by  Bantam  in  December. 

l^anrlonai:alh\  by  (Jeorgc  Semler.  fi\c  intimate 
walking  tours  of  BarceUina.  was  published  b\  Hcnr\ 
Holt  in  March.)  O 
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All  prices  approximate.  For 
details,  see  last  page.  His  silk 
blazer,  $434,  and  cotton  shirt, 
$60,  by  Paul  Stuart.  Silk  tie^ 
Aver>  Lucas  for  St.  Laurie.  $43. 
Sunglasses  by  Giorgio  Armani 
Occhiali.  $300.  Silk  handker- 
chief by  Sulka.  $4.S.  Her  silk 
jack^  by  Paul  Stuart.  $646. 
Sleepless  cotton  shirt  by  J. 
CreW.  $28.  Jodhpurs,  $22.S, 
cashmere  a|lndigan,  $750,  and 
loafers,  $2^5,  by  Ciicci.  Belt, 
$270,  and  bag,  ibZO,  by 
Gold pfei!  Basics.  I.  irrings  by 
'Bobhouse.  $48.  Silk  *arf  by 
M.J.  Knoud.  $150.  Sunglasses 
by  Cutler  &  Gross.  $11Q. 
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His  jacket  by  Tommy  Hilfiger. 
Denim  shirt  by  Levi  Strauss  & 
Co.  $35.  Silk  tie  by  JAG 
Neckwear. $75.  Jodhpurs  by 
M.J.  Knoud.  $165.  Boots  by 
Ralph  Lauren  Foot-wear.  Ray- 
Ban  sunglasses  by  Bausch  & 
Lomb.  $120.  Seckron  watch  by 
Hamilton.  $245.  Her  cotton 
blouse,  $70,  and  skirt,  $144,  by 
Anne  Klein  II.  Cotton  sweater, 
$58,  and  straw  Kax,  $29,  by 
Brooks  Brothers.  Loafers,  $295, 
and  silk  scarf  worn  as  a  belt, 
$195,  by  Gucci.  Earrings  by 
Bobhouse.  $48.  Bracelet  by 
lermes.  $625. 
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cashmere     blazer     by 
.rmes.  $2,625.  Cotton  shirt 
(Avery  Lucas  for  St.  Laurie. 
80.  Silk  tie  by  C(H>ntess 
ara.  $60.  His  and  her  ^h- 
rs,  $165,  anderop,  $43,  H^l 
Vnoud.  Boots  by  Konigs. 
75i^er  top  by^Anne  Klein  IL 
6.  Stilling  silver  and  alligator 
It  by  ^WTV^  Kie|^lstein-Cord. 
,905.  Bit  let,  fl  75,  earrings, 
15,  and  silk^jJ?^95,  l?y 
ucci.  SerengellDrivffVs  sun- 
asses  by  Corning  Optics. 
125.  Handbag,  $3,100,.and 
jnkct,  $675,  by  H^m^s. 
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His  tuxedo  by  Hie 
Freeman.  $950.  Silkl 
tie  by  Hermes. 
Unique  gold-filled 
shoe  cufflinks,  c! 
from  the  Kentsl 
Galleries.  $125.  C( 
lation  18k  gold  wat 
Omega.  $1,995.  Her « 
tulle  dress,  $8,295,  ai 
accessories  by  Chanj 
(seen  both  pages).  Crysi 
champagne  flutes 
Baccarat. 
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His  cotton  dressing  gown, 
$450,  and  pajamas,  $250,  by 
Sulka.  Her  silk  taffeta  skirt, 
$2,990,  blouse,  $735,  and 
accessories  by  Yves  Saint 
Laurent  Rive  Gauche.® 
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IN  HORSE  COUNTRY:  His  shirt  and  blazer  by  Paul 
Stuart.  Paul  Stuart  Madison  Avenue,  New  York.  Tie  by 
Avery  Lucas  for  Saint  Laurie:  Saint  Laurie,  New  York; 
and  As  Time  Goes  By,  San  Francisco.  Sunglasses  by 
Giorgio  Armani  Occhiali:  European  Optical,  New  York; 
Leahy  Opticians,  Southampton,  NY;  and  Apex 
Optical,  Washington,  DC.  Pocket  square  by  Sulka:  Sulka 
stores  in  New  York,  Chicago  and  Beverly  Hills.  Her 
jacket  by  Paul  Stuart:  Paul  Stuart  Madison  Avenue, 
New  York.  Shirt  by  J.  Crew:  all  J.  Crew  stores,  or  to 
order  at  800-562-0258. 
Jodhpurs,  sweater,  and 
loafers  by  Gucci:  All  Gucci 
stores.  Belt  and  bag  by 
Goldpfeil:  Goldpfeil  bou- 
tiques in  New  York, 
Beverly  Hills  and  Bar 
Harbor.  Earrings  by 
Bobhouse:  The  Fairfield 
Store,  Fairfield,  CT.  Scarf 
by  M.  J.  Knoud:  M.  J. 
Knoud,  New  York. 
Sunglasses  by  Cutler  & 
Gross:  Dayton-Hudson, 
Detroit;  Bergdorf  Good- 
man, New  York;  and  all 
Neiman  Marcus  stores. 

BY  THE  STABLES:  His 
shirt  by  Levi  Strauss  &  Co.: 
for  store  information,  call 
800-USA-LEVL  Tie  by 
JAG  Neckwear:  Beau 
Brummel,  New  York; 
Fred  Segal,  Santa  Monica; 
and  Louis,  Boston. 
Jodhpurs  by  M.  J.  Knoud:  M.  J.  Knoud,  New  York.  Ray- 
Ban  sunglasses  by  Bausch  &  Lomb:  all  Macy's,  Sunglass 
Hut  and  Sun  Gear  stores.  Watch  by  Hamilton:  all  Saks 
Fifth  Avenue  and  Macy's  stores,  or  call  800-234-8463. 
Her  blouse  and  skirt  by  Anne  Klein  II:  blouse,  Bergdorf 
(joodman.  New  York;  and  select  Marshall  Field's  and 
Lord  &  Taylor  stores;  skirt,  select  Nordstrom,  Anne 
Taylor  and  I.  Magnin  stores.  Sweater  and  hat  by  Brooks 
Brothers:  select  Brooks  Brothers  stores,  or  call  800-274- 
1816.  Loafers  and  scarf  by  Gucci:  All  Cnicci  stores. 
Earrings  by  Bobhouse:  The  Fairfield  Store,  Fairfield, 
("T.  Bracelet  by  Hermes:  All  Hermes  boutiques,  or  call 
800-441-4488. 


AT  THE  PICNIC:  Blazer  by  Hermes:  All  Hermes 
boutiques,  or  call  800-441-4488.  Shirt  by  Avery  Lucas 
for  Saint  Laurie:  Saint  Laurie,  New  York;  and  As 
Time  Goes  By,  San  Francisco.  Tie  by  Countess  Mara: 
Countess  Mara  boutiques  in  New  York,  and 
Century  City,  CA;  and  all  May  Company  stores. 
Jodhpurs  and  crop  by  M.  J.  Knoud  and  boots  by  Konigs: 
M.  J.  Knoud,  New  York.  Her  top  by  Anne  Klein  II: 
Barneys,  New  York;  and  select  Marshall  Field's  and 
Saks  Fifth  Avenue  stores.  Belt  by  Barry  Kieselstein- 

Cord:  Bergdorf  Good- 
man, New  York;  Ultimo, 
Chicago;  and  select 
Neiman  Marcus  stores. 
Bracelet,  earrings  and  scarf 
by  Gucci:  All  Gucci  stores. 
Serengeti  sunglasses  by 
Corning  Optics:  all 
Sunmark,  Sunsations  and 
Sunglass  Hut  stores,  or 
call  800-525-400L  Bag 
and  blanket  by  Hermes:  .W\ 
Hermes  boutiques,  or 
call  800-441-4488. 

A  GLASS  OF  CHAM- 
PAGNE/LEADING 
HER  MOUNT:  Histi^xa/o 

h  Hickey -Freeman:  Barneys, 
New  \'ork;  Bergdorf 
Goodman  Men.  New  York; 
and  all  Nordstrom  stores. 
Bow  tie  by  Hermes:  All 
Hermes  boutiques,  or 
call  800-441-4488. 
Cufflinks:  Kentshire 
(jalleries  Ltd.  New  York;  Gump's.  San  Francisco; 
and  Bergdorf  Goodman  .Men.  New  York.  Watch  by 
Omega:  Dane  &  Weinstein,  Baltimore;  Mayors. 
Florida;  and  all  Tourneau  stores.  Her  clothing  and 
accessories  by  Chanel:  Bergdorf  Goodman.  New 
York;  Barneys,  New  York;  and  C'hanel  boutiques. 
Palm  Beach  and  Beverly  Hills. 

.VSLFEP  IN  THE  STRAW:  His  pajamas  and  rvbe  by 
Sulka:  Sulka  stores  in  New  York,  Chicago  and  Beverly 
Hills.  Her  clothing  and  accessories  by  Yzys  Saint  U/urrnt 
Rive  Gauche:  Yves  Saint  Laurent  Rive  Gauche.  New 

York;  and  Saks  Fifth  Avenue.  New  York. 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beaut>'  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks. 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  mnwav  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradi.se  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala.  ownd  and  operated 
l")y  Forbes  .Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager, 
Box  149,  Fort  Garland,  CO 
81133,  or  call  719  379  3263. 
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AND 
FOR 
THE 
ARMCHAIR 

PILOT.. 


...an  hour  at 

the  controls  of 

one  of  United's 

spiffy  flight 

simulators 

provides 

all  of  the  fun 

and  none  of 

the  hassle  of 

an  emergency 

landing 

By 

Neal  Santelmann 


The  sun  had  just  slipped  behind  ihe  Rockies 

on  a  crystal-clear  November  evening  when  the  waiting  aircraft 
finally  got  the  go-ahead  out  of  Denver.  The  pilot  popped  the 
brake,  gave  the  throttle  a  shove,  and  the  757  shot  down 
Stapleton  International  Airport's  Runway  lb  Left  like  a  big 
white  bullet  in  a  hurry  to  taste  its  prey. 

But  things  happen  fast  at  LSO  mph;  too  fast  that  evening,  any- 
way. Just  as  the  pilot  began  to  ease  the  plane  skvward.  its  left  tur- 
bofan  engine  called  it  quits.  The  757  jerked  left,  then  right,  then 
left  again,  as  the  pilot  spent  what  would  be  his  last  precious 
moments  struggling  to  steady  his  steed.  The  scene  outside 
c;hangcd  from  the  blue-grey  of  twilight  sky  to  the  green  of  the 
grass  that  stretches  between  the  runways.  Inside,  a  computerized 
voice  barked  the  direst  of  warnings:  "Excessive  Roll  Rate!" 
"Excessive  Rate  Of  Descent!" 

The  plane  rolled  and  vawcd  and  pitched  fi»r  .i  moment  just  feet 
from  the  groimd.   Then  there  were  a  couple  of  qmck  m\\S  powerful 
jolts.  And  then... there  would  be  no  "friendly  skies"  that  evening. 
■riiat  is  a  //^y//'/ful,  isn't  it?"  snapped  C^aptain  Warren  Jackson. 
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pp^'^o^taly  with  Sx)arkle, 


The  20  regions  of  Italy  produce  more  varieties  of  fine  wine  than  any  other  country  That  is  why  full-bodied  reds  like 

Barolo  fronn  Piednnont  and  Ciro  fronn  Calabria  are  each  appropriate  with  rack  of  lamb  and  sparkling  whites 

such  as  Brut  Spumante  from  Trentino-Alto  Adige  and  Prosecco  Brut  from  the  Veneto  are  equally  right  with  shellfish. 

VINO 


Italian  Wines.  The  Quahty  of  Life. 

©  1992        /It-    ITALIAN  INSTITUTE  FOR  FOREIGN  TRADE/ICE.  ITALIAN  TRADE  COMMISSION,  WINE  CENTER   499  PARK  AVENUE  NEW  rORK  W  lOO:: 


with  a  hearty  guffaw,  from  the  back  of  the  cockpit. 

''Sure  is,"  gasped  Frank  Muccia,  the  pilot  de 
rheure  and,  plainly,  the  wrong  man  for  the  job.  A 
real-life  Long  Island  attorney  whose  only  aviation 
experience  is  the  35  hours  of  student  piloting  he 
clocked  in  a  Cessna  150  over  two  decades  ago, 
Muccia  was  one  of  several  dozen  United  Mileage 
Plus  members  who  last  year  happily  exchanged  a 
passel  of  frequent  flyer  miles  (in  his  case  353,000  of 
'em)  for  an  hour  behind  the  wheel  of  a  jet. 

Not  a  real  jet,  of  course,  but  as  close  as  he'll  ever 
get  to  the  controls  of  one  without  a  gun.  Muccia's  757 
was  one  of  28  flight  simulators  permanently  ground- 
ed at  the  United  Airlines  Flight  Training  Center  in 
Denver.  Every 
year  some  8,000 
United  pilots 
make  their  way  to 
the  nondescript 
brown  building 
near  Stapleton  to 
brush  up  on  cur- 
rent skills  or  work 
toward  promo- 
tions. A  typical 
pilot  training  pro- 
gram  lasts  30 
days,  about  half  of 
the  time  spent  on 
the  simulators, 
which  run  from  6 
a.m.  to  2  a.m.,  363 
days  a  year. 

From  the  out- 
side, Muccia's  $14 

million  /tf»x  757,  manufactured  by  CAE 
Electronics  Ltd.  of  Montreal,  looks  more  like  a 
lunar  landing  craft  than  the  nose  of  an  aircraft.  The 
inside  looks,  well,  like  a  cockpit.  Everything  is 
there  in  exacting  detail:  the  center  and  overhead 
control  panels  are  studded  with  a  dizzying  multi- 
tude of  switches,  gauges  and  dials;  the  throttle  and 
brake  sticks  arc  mounted  snugly  between  the  cap- 
tain and  first  officer's  seats  (which  arc  not  very 
comfortable);  and  the  floor-mounted  rudder/brake 
pedals,  used  for  steering  and  stopping  the  plane  on 
the  ground  and  controlling  the  rudder  in  the  air, 
are  situated  about  where  the  clutch  and  brake  ped- 
als would  be  in  a  car. 

Any  doubts  about  the  simulator's  ability  to  repli- 
cate flight  vanish  once  the  windshields  light  up. 
Dead  ahead  are  the  blue  taxiway  and  white  runway 
lights  of  Stapleton's  26  Left — computer-generated, 
of  course.  They  slide  by  as  the  jet  picks  up  speed 


Sky-high... and  your  feet  never  leave  the  ground. 


and. ..suddenly  you're  airborne.  Denver  in  all  its 
glory.  Look — traffic's  picking  up  on  Route  70. 
There's  the  downtown  Marriott.  There's  Centennial 
Airport.  And,  damn,  if  it  isn't  Pikes  Peak! 

The  shakes,  rattles  and  rolls  of  the  cockpit  are 
courtesy  of  six  huge  hydraulic  lifts  underneath 
(no,  it  won't  actually  roll  upside  down,  but  the 
view  through  the  windshields  will  give  passen- 
gers that  unique  sensation). 

If  flying  out  of  Denver  seems  a  bit  too  pedestrian, 
then  how  about  La  Guardia.'  Or  the  tricky  San  Diego 
International.'^  Or  how  about  a  little  fog  over  San 
Francisco.^  Or  a  lotta  fog.'^  Maybe  a  wind  shear  near 
Dallas-Ft.  Worth,  or  an  engine  failure  during  an  ice 

storm  at  Minn- 
eapolis.' Nintendo 
ain't  got  nothin' 
on  this. 

Instructors  pro- 
gram the  elements 
and  destinations  on 
their  own  control 
panel  toward  the 
expanded  rear  of 
the  cockpit.  What 
can  United  trainees 
expect.'  "Every- 
thing, to  its  worst 
possible  scenario," 
says  Jackson,  who, 
\\  hen  he's  not  scar- 
ing  the  bejeesus 
out  of  Mileage 
Plus  members, 
doubles  as  a  train- 
ing manager  at  the  United  Flight  Center.  "They  know 
they'll  always  be  tested  on  an  engine  failure  at  liftoff" 
The  engine  failure  out  of  Stapleton  was  just  one  of 
the  saucerful  of  thrills  Jackson  ser%ed  up  during  Mr. 
Muccia's  hour.  We  were  tossed  about  like  toys  (thank 
goodness  for  seatbelts)  while  our  attorney/jet  ace 
reached  new  heights  of  ineffectuality  at  the  controls. 
Would  we  have  survived  that  crash.'  "We'd  have  been 
ash,"  said  Jackson.  One  positi\e  note  iox  thcvse  of  vou 
already  edgy  about  the  hazards  of  air  tra\cl:  it  all  hap- 
pens extremely  fast. 

In  the  end,  Muccia,  who  piloted  the  simulator 
w  itiiout  his  first  officer  of  choice — his  miuhcr  ("Mom 
wasn't  up  to  it... walking  around  is  a  little  tough") — 
found  his  time  behind  the  controls  to  be  a  bit  of  a  dis- 
appointment. "Too  short."  Still,  the  full-time  frc- 
(|ucnt  tlycr  could  be  philosophical  about  his  xcn.-  own 
brush  with  the  ultimate  la\o\cr:  "If  vou'rc  gonna 
crash,  that's  the  best  way  to  do  it.  llV/r/."  0 
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Truck  Stop 

"BREAKER,  BREAKER. . .  BON  APPETIT!" 


I 


According  to  an  old  bit  of  street  smarts, 
when  you're  away  from  home,  you  can  sniff  out 
food  that's  tasty,  inexpensive,  plentiful  and  authen- 
tic by  looking  for  oil  stains  in  the  parking  lot. 
Truckers  are  supposed  to  know 
where  all  the  best  spots  are.  But  try 
following  truckers  in  the  States,  and 
you'll  end  up  rushing  through  a  plas- 
tic McSomething  or  slopping  down  a 
mystery  dish  at  a  greasy  spoon. 

In  France,  however,  the  formula 
works.  Because  in  France  food  is  a  reli- 
gion, and  even  truck  drivers  believe. 
Come  lunchtime,  they  want  to  change 
into  a  clean  polo  shirt  and  pass  a  couple 
of  civilized  hours  over  carefully  pre- 
pared fresh  food  and  a  humble  table 
wine,  at  a  modest  price. 

To  find  eating  places  frequented 


could  generally  be  said  that  the  Re/a  is  Rouriers  way 
is  not  for  picky  eaters  or  the  overly  self-conscious. 

My  wife  and  I  have  happily  lunched  by  the  book 
on  several  trips.  During  a  recent  visit  to  Brittany,  we 
drove  out  of  our  way  to  a  casserole-list- 
ed place:  Le  Relais  de  Beaulieu,  off  the 
N165  outside  Pontchateau.  At  just  past 
noon,  semis  lined  the  blacktop  parking 
area,  with  a  sprinkling  of  smaller  trucks 
and  cars.  Inside,  a  waitress  motioned  us 
past  an  area  where  truckers  sat  at  plain 
tables,  chatting  and  eating  in  clubby 
groups.  The  back  room  had  white  cur- 
tains and  real  tablecloths,  and  napkins 
that  were  paper  but  enonnes. 

Our  meal  opened  with  a  salad  spiced 
with  hard-boiled  egg,  grated  cheese, 
and  diced  potato  and  sausage.  I  sprang 
an  extra  ten  francs  for  a  second  opener: 


by  French  truckers,  you  don't  need  to  scout  for  oil      two  big  chunks  of  perfectly  moist  baby  salmon  in  a 
stains.  You  need  only  pick  up  a  copy  of  the  Guide  Des     tarragon-butter  sauce.  Our  main  course  could  have 


Relais  Routiers,  the  annual  listing  of — for  want  of  a 
better  translation — the  truck  stops  of  France.  The 
softcover  book — available  in  French  only — lists  a 
few  thousand  restaurants,  dotted  all  over  the  French 
map.  The  book  is  sort  of  a  poor  man's  Michelin,  and 
it  even  has  its  equivalent  of  that  bible's  stars:  a  tiny 
casserole  signifying  an  excellent  kitchen  that  gives 
special  attention  to  regional  foods. 

To  qualify,  listed  restaurants  must  serve  a 
basic  three-course  meal  for  $10  or  so,  although 
most  also  offer  more  expensive  prix  fixe  choices, 
and  some  even  boast  a  full  menu.  Trucker  corre- 
spondents and  anonymous  inspectors  keep  tabs 
on  quality.  Some  of  the  places  segregate  cus- 
tomers: a  large,  spartan  room  for  truckers  and  a 


been  grilled  pork  chop  or  veal  cordon  bleu,  but  we 
both  went  for  roast  chicken;  it  was  generously  flecked 
with  garlic  and  accompanied  by  a  big  plate  of  well- 
made  fries,  and  an  even  bigger  plate  of  peas  and  car- 
rots, and  a  basket  of  gutsy,  crusty  bread.  The  wine, 
cut  with  Vittel,  was  okay.  The  homemade  desserts:  a 
smooth  lemon  cream  and  a  Grand  Marnier  mousse. 
The  tab  for  two:  a  bit  over  $30. 

As  we  walked  to  our  car,  several  drivers  were  tak- 
ing their  leave  amid  rounds  of  handshakes  and  cries  of 
''SalutP'  Time  spent:  two  hours.  (Civilized. 

The  Guide  Des  Relais  Routiers  can  be  bought  from 
the  Librairie  de  France  at  New  York's  Rockefeller 
Center  (212-581-8810)  for  $34.95.  Or,  if  you  don't 
mind  waiting  until  you  get  there,  for  85  francs  (about 


smaller,  more  genteel  (but  still  unfancy)  room  for      $16)  at  bookstores  and  airports  in  France.© 

locals  and  tourists.  Some  don't,  though;  ■  so  it  — Dan  Carlinsk^ 
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It's  early  evening,  summertime. 
You're  sitting  comfortably  on  the 
patio,  sipping  a  cool,  tall  drink, 
smelling  the  roses,  relaxing,  thinking 
how  nice  it  is  that  the  day  is  winding 
dow^n,  salivating  over  that  barbequed 
butterflied  leg  of  lamb,  that  will  go  so 

"perfectly  with  the  '82  ^infandel  you 
laid  up  for  just  such  Sin  occasion  as — 
WHAP!  The  back  of  your  head  has  just 
taken  a  direct  hit  from  Junior's  water 
pistol.  He  follows  up  with  a  few  more 
blasts:  your  shirt,  the  Italian  silk  tie, 
your  crotch — na<ich:  "Daddy  wet  hisl 
pa-ants!"  You  can  get  mad,  dock  the 

«^little  bastard's  allowance.. .Or,  yp 
can  reach  for  one  of  these  equalizers, 
grin  like  Clint  IBasiWood,  a^d  say, 


By  Robert  Forbes 


f*7he  Pulsator  employs 
a  motorized  water 
delh'ery  system  that 
quickly  empties  its    « 

"  magazine  on  cliil-      ' 
dren  and  other 
vartnints.  $16.99. 
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Concealed  "wetr 
port ":  what  the 
Super  Soaker  20 
may  lack  in  capaci- 
iy,  U  more  than 
makes  up  for  in 
punch.  $6.99. 


Hasta  la  vista,  baby: 
the'Gatling  gun  of  water  pis- 
tols must  surely  be  Tyco's 
Super Jiaturatar.  Its  battery- 
operated  pump  delivers 
burst's  up  to  35 feet.  $19.99. 


The  Ijarojni  Super 
Soaker  100  is  more 
flexible  than  its  big 
brother,  yet  packs  a 
whole  liter.  $24.99. 


vcat  pudr:/A# 
Liquidator  fine 's 
QuikShot  tntideUi 
excellent  fhr  />'<0'"Xl^.^ 
house-fo-playfi"     r    ^ 


Apoca-lJps 
WOW!  A  sofa 

in  the  shape  of 
Marilyn  Monroe's 
lips  at  Skinner's, 
Bolton,  Mass. 


"How  do  I  know  these  people  are  not 
crooks?"  the  careful  bidder  will  ask  him- 
self— l?efore  buying — of  an  unknown  auction 
house.  If  you  don't  have  any  contacts 
in  the  trade  who  can  vet  the 
unknown  house  for  you, 
try  reading  between  the 
lines  of  their  catalogue: 


1.  Do 

they  have 
experts? 
1  serious 
and  reputable 
auction  houses 
do,  for  paintings,  fur- 
niture, silver,  jewelry,  et  cetera.  You 
can  usually  find  a  list  in  the  first  few 
pages  of  each  catalogue.  The  break- 
down within  departments  will  gi\c 


further  clues  as  to  the  house's 
strengths  and  professionalism.  If  the 
house  is  strong  in,  say,  paintings,  you 
will  see  separate  experts  for  geo- 
graphic groupings  (American, 
European...),  periods  or  media 
(prints,  sculpture...).  What  they 
leave  out  is  also  relevant.  No  expert 
in  Oriental  art.-*  That  may  mean  their 
catalogue  entries  in  this  area  are  less 
reliable  than  in  others. 


By  Caroline  Butler 
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If  you  want  a  Game  Boy  for  Fatherls  De^ 
leave  a  little  hint  around  the  house. 


A^'.  ., 


•••.  r- 


aweaof 


^  Ever  wonder  why  some  fathers  get  cool  presents  while  you  smile  politely  at  a  warm  lather  machine?  Simple.  They  get  the  fun 
stuff  because  they  ask  for  it.  So  why  not  ask  for  a  Game  Boy  by  NinlOndO  this  Father's  Day?  The  gift  that  lets  you 
play  golf,  football,  drive  a  racing  car  and  more.  There's  over  150  interchangeable  games,  and  it  comes  with  the  puzzle  game 
Tetris.*  Finally,  a  Father's  Day  present  you  can  get  really  excited  about.  ^  Really. 


lla%«*VMi  llinnofir  1(111  l4Hlin? 
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2.  The  sryle  of  the  individu- 
al entries  can  be  a  leading  indicator. 
Lots  should  be  numbered,  and  descrip- 
tions low  on  superlatives  ("unrivaled," 
"fantastic,"  "irresistible,"  "exquisite") 
and  high  on  facts  (dates,  style,  prove- 
nance and  technical  tidbits). 

3.  Estimates  tell  that  the  house 
knows  enough  about  the  market  to 
place  a  value  on  an  object  and  be 
held  accountable  in  print.  If  you 
have  a  few  old  catalogues  and  their 
respective  price  lists,  compare  the 
two  and  track  how  well  the  house 
knows  what  it  has  sold. 

4.  The  auction  house's  policy  on 
catalogue  misrepresentations  is  also 
telltale.  Very  few  houses  guarantee 
their  catalogue  entries,  but  rep- 
utable houses  will  take  back  objects 
if  they  immediately  turn  out  to  be 
fakes.  Read  the  small  print  at  the 
back  of  the  catalogue. 

5.  Longevity — a  positive  sign  in 
just  about  anything — is  particularly 
good  in  auction  houses. 

Poems  by  Paz, 
Lithographs  by  Motherwell, 
SwANN  Galleries,  New  York 

Robert  Motherwell  (1915-91),  a 
leading  exponent  of  American 
abstract  expressionism,  and  1990 
Nobel  Prize-winning  Mexican 
poet  Octavio  Pa/  (b.  1914),  were 
mutual  admirers.  Indeed,  Pa/'s 
1971  "Skin/Sound  of  the  World," 
was  titled  after  Motherwell's  mus- 
ings that  he  was  "...interested  in 
the  skin  of  the  world,  the  sound  of 
the  world..."  Ten  years  later, 
Motherwell  returned  the  compli- 


ment, painting  the  big  "Face  of 
the  Night"  for  Paz. 

This  1988  hand-bound  large  quar- 
to by  the  Limited  Edition  Club  brings 
together  the  work  of  both  artists.  It  is 
one  of  750  numbered  copies  and 
quite  a  work  itself,  with  three  poems 
by  Paz  (including  "Skin/Sound  of  the 
World")  and  27  lithographs  by 
Motherwell.  Signed  by  both,  it  is  for 
sale  at  Swann  Galleries'  Rare  Books 
sale  on  May  7  at  an  estimate  of 
$4,000-$6,000.  Contact:  Caroline 
Birenbaum,  212-254-4710. 


■^ 


Beach  Scene  by  Campigli, 
Dunning's,  Elgin,  III. 

In  the  1940s,  the  father  of  this  paint- 
ing's consignor  lived  in  Paris  where 
he  met  and  bought  from  w hat  were 
then  relatively  unknow  n  artists.  He 
had  a  good  eye:  one  piece  has  just 
been  recognized  to  be  by  Massimo 
Campigli  (1895-1971). 

Campigli  was  inspired  by  Picasso, 
Seurat  and  Leger.  But  in  the  1920s, 
the  Florentine  painter  went  against 
the  a\ant-garde  as  part  of  the 
"Return  to  Order"  moxement. 
C^ampigli's  "return"  was  to  Etruscan 
and  (Cretan  archaic  art.  as  well  as 
Cireco-Roman  and    '      l\arly 

Renaissance  painting,  lie  typically 
placed  his  silhouetted  figures  side 
by  side  or  in  rows  one  abo\c  the 
other  w  ithour  light  and  shade,  as  in 


this  enigmatic  "Beach  .Scene."  It  is 
signed,  dated  (1932),  and  measures 
24 Vz"  X  20".  For  sale  at  an  estimate  of 
$30,000-$50,000  at  Dunning's  on, 
May  17,  along  with  other  discoveries 
from  the  same  source.  Contact: 
Victoria  Scogland,  708-741-3483. 

Chinese  Snuff  Bottle, 
Eldred's,  East  Dennis,  Ma. 

W'hen  tobacco  reached  China  in  the 
16th  century,  the  imperial  court 
thought  snuff  a  rare  and  special 
medicine.  But  by  the  1700s,  snuff 
was  all  the  rage  and,  under  the  influ- 
ence of  one  Ho-shen,  an  influential 
and  corrupt  adviser  to  the  Emperor 
Hung-li,  collecting  snuff  bottles 
became  a  national  hobby.  Ho-shen 
himself  amassed  a  collection  of  2,390 
snuff  bottles  w  hich,  at  his  death  in 
1799,  were  publicly  auctioned. 

This  early  19th-century  glass  snuff 
bottle  from  the  Collection  of 
Alexander  Lindey,  is  decorated  w  ith 
cranberrv'  and  ruby  red  horses  teth- 
ered at  posts  marked  w  ith  the  insignia 
of  their  owners  in  overlay  on  a 
snowflake  ground.  The  stopper  is  in 
coral,  the  height  2'/2".  On  sale  at 
Eldred's  Oriental  sale  on  .August  27  at 
an  estimate  of  $2.500-$3.(XX).  Contact: 
John  Schofield,  508-385-31 16. 

Steuben  Central 

Park  Sculpture,  Skinner's, 

Bolton,  Mass. 

Legend  has  it  that  when  .\rthur 
Houghton  Jr.  t(X)k  command  of  Steulx^n 
(ilass  in  1933,  he  was  unhappy  w  ith  the 


II,s  lOUHI'.S 


FYI 


SCORESBY  SCOTCH 


Few  Things  In  Life 
Are  As  Tempting  As  The 
Very  Rare  Taste  Of  Scoresby'  Scotch. 


TASTE   THE    TEMiTATION 


/ 


DRINK  RIGHT  DRINK  SMART  BE  RESPONSIBLE. 

Scoresby  Premium  Scotch  Whisky,  43%  AlcA'ol.  Imponed  by  uxd  Boitled  for  Foreign  Vintages,  Lake  Success,  NYei992. 


^r 


product  and  spent  a  day  expressing  his 
displeasure  by  smashing  every  piece 
of  glass  in  his  Corning,  N.Y.,  ware- 
house. "From  ash  can  to  museum  in 
half  a  generation"  became  the  com- 
pany's tag  line.  Houghton  met  his 
aim,  producing  works  in  crystal  to 
the  highest  standard  of  design  and 
quality,  many  now  in  permanent 
museum  collections. 

If  you  think  crystal  has  good 
vibes,  here  are  20  lbs.  of  it.  This 
sculpture,  designed  by  David 
Dowler  in  1988,  is  made  from  a  mas- 
sive crystal  prism  (height:  12'/2"; 
width:  6Vh").  Only  four  pieces  were 
completed,  one  of  which  broke  in 
the  workshop.  The  column  is  cut  to 
create  the  outline  of  towering  build- 
ings, overlooking  four  trees 
engraved  by  copper  wheel,  with 
granite  rocks  of  Central  Park 
engraved  at  the  base.  The  landscape 
changes  as  you  turn  the  piece  and 
new  reflections  are  caught  in  the  col- 
ors of  the  rainbow  from  light  refracting 
through  the  prism.  At  an  estimate  of 
$6,000-$8,000  in  Skinner's  Art  Glass 
sale  scheduled  for  May  15.  Contact: 
Louise  Luther,  508-779-6241. 


George  I  Bureau, 
Weschler's,  Wash.  D.C. 

Furniture  reflects  the  pursuits  of  its 
age,  and  when  this  diminuti\c 
(jcorgc  I  bureau  was  put  together 
around  1720.  letter-writing  was  still 
popular.  In  walnut  with  contrasting 


walnut  banding,  it  is  a  regional  auc- 
tion jewel,  and  well  within  reach  at 
an  estimate  of  $2,000-$3,000. 

The  piece  is  unpretentious, 
in  good  condition  and  the 
slant-front  opens  to  reveal 
six  valanced  pigeon  holes, 
seven  little  drawers  with  ivors^  pulls 
and  a  center  compartment,  all  mak- 
ing it  highly  functional  even  in  our 
time  of  memos  and  faxes.  It  is 
English,  which  suggests  that  the 
price  will  not  suffer  the  competition 
which  American  pieces  of  the  sam.e 
period  attract.  Small  and  easy  to  fit 
in    today's    limited    spaces,   the 
bureau  measures:  height:  35V4", 
width:  31'/2",  depth:  1 9 '/z".  It's  on  sale 
at  Weschler's  on  June  5.  Contact: 
Deborah  Morcott,  202-628-1281. 

Rene  Lalique  Clock, 
Wm.  Doyle,  New  York. 

By  1925  Rene  Lalique  was  consid- 
ered one  of  France's  leading  maltres 
verriers  or  glass  masters,  with 
his  own  pavilion  at  the 
famous  Paris  Exposi 
tion  of  that  year. 
Lalique,  who  began 
as  a  graphic  designer 
and  designer  of  Art 
Nouveau  jewelry, 
produced  his  first 
all-glass  object — a 
tear-shaped  \iai 
with  stopper — in 
the  mid- 1890s.  In 
1906,  i\\c  parfumeur 
Francois  Coty  com- 
missioned Laliciue  to  create  labels  and 
bottles  for  his  line  of  scents.  By  1918. 
Lalique  had  left  jewelry  and  moved 
on  to  glass:  vases,  clock  cases,  sculp- 
ture. e\en  car  mascots. 

Laii(|ue's  \  esse  Is,  alwa\s  in 
(lemi-distdl  (glass  with  a  50%  lead 
content),  incorporated  exceptional- 
ly high  relief.  Opalescent  effects 
were  obtained  by  sandwiching  a 
layer  of  opaque  white  glass 
between  two  la\ers  of  colored  glass. 
This  o[>alescent  clock  (height: 
8y4").  was  made  around  1^>30.  is 
tlecoratcii  with  a  pair  of  lo\e- 
il()\es — a  romantic  \  icw  of  time. 


Estimated  at  $1,200-$1,800, 

for  sale  at  WMliam  Doyle  Galleries 

on  June  3.  Contact:  Diane  Waters. 

212-427-2730. 

Marilyn  Lips  Sofa, 
Skinner's,  Bolton,  Mass. 

Remember  the  good  old  days,  w  hen 
lips  were  not  for  reading  but  for   | 
other  more  voluptuous  pur-  .] 
poses.'  In  the  mid- 1930s, 
Salvador  Dali  thought  Mae 
West's    lips    delicious  \ 
enough    to    paint,    and 
French  designer  Jean- 
Michel    Frank    turned 
Dali's  work  into  furni- 
ture. But  when  Milan's 
Studio  65  revived  the 
design  in  1972,  it  chose, 
instead,  the  lips  of  the 
most  /)///7-fect  sex  kitten 
in  histoo.:  Marilyn  MonriKr. 

The  Mac  W  est  sofa  had  a  seam 
across  the  lower  lip,  while 
Marilyn  is,  well.  "  s  e  a  m  I  e  s  s  I  \  " 
inviting.  The  sofa,  in  red  nylon 
upholstery  on  foam  with  a  plastic 
frame,  is  c.  1975,  not  signed,  and 
measures:  height:  33  '/:";  width: 
"^1":  depth:  31":  and  SM:  17"  (seat 
height,  that  is).  For  sale  at  an  esti- 
mate of  $S00-$1,200  at  Skinner's 
on  May  15.  C'ontact:  Garrett 
Sheahan.  508-779-6241.  • 
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ANDRE  GAYOT  BRINGS  YOU  THE  ONLY  GUIDES  THAT  DISTINGUISH 
THE  TRULY  SUPERLATIVE  FROM  THE  MERELY  OVERRATED. 

BE  Smart.  Book  Us 


ANDRE  GAYOT'S 


^^^  THE  BEST  OF 

Germany 


NEW! 


'-^France    ^ 

«-■«*-  New  York       u 


I  (;««M«n   SanFrANCSCO    '^ 

■  <^\w«      HomgKomg 

J^'*-^^*-^  Chicago     re 
[(;««>  vHbu  Florida   flil^ 

i|(MNM.i.    Italy         '^^ 
tsvLm   New  Orleans 
(i.n«NMM     Thailand 

(MNwu.  LosAngq£s  ^ 

iM*iii  Germany      •^ 

»       Toronto 
UKriiMULm     Hawaii 


Go  By  the  Book.  The  Critics  Do. 


"Witty,  breezy,  opinionated.''  —  New  York  Times 


Gault  Millau  is  provocative  and  frank."  —  Los  Angeles  Times 


^L      "You  will  enjoy  their  prose."  —  U.S.  News  &  World  Report 


In  17  comprehensive  guidebooks  to  destinations  around  the 
world,  we'll  take  you  to  the  best  in  restaurants,  hotels,  nightlife, 
shopping,  sights,  arts,  events  and  more. 


Order  toll-free,  1-800-LE  BEST  1 


GAULT  MILLAU  GUIDES  ARE  SOLD  IN  FINE  BOOKSTORES  EVERYWHERE. 


E    F 


SELECTION 


THE   CREAM   OF   THE   MAIL-ORDER   CATALOGUES 


$30  billion 

— that's  how  much  merchan- 
dise the  mail-order  cata- 
logue companies  ship  each 
year.  Having  gone  through 
every  last  one  of  them,  we 
believe  it. 

BH  For  all  you  a-fish-'tonados: 
pure  silt  braces  with  leather  fasteners, 
« elastic  back  and  six  buttons. 

Item  #ri $125 

Scully  &  Scully 800-223-3717 

B^  It's  a  bird,  it's  a  plane, 
it  S...A irlinks .  Designed  at  the 
McDonnell-Douglas  Aerospace  labs, 
the  set  of  20  hexagonal  pieces  can  be 
assendded  any  old  way  you  want.  The 
perfect  anodyne  for  Frisbee  ennui. 

Item  #7528F $25 

Early  Winters 800-458-4438 

K9  Some  l.eiia  It  Hot:  the  new 
Leica  Mini  35  is  the  German  manu- 
facturer s  smallest  ever  at  4  '/>"  yet 
still  boasts  the  famous  glass  optics. 

Item  #P422 $349 

(with  date  function) $389 

Herrington 800-622-522 1 

^9  Hang  one  of  these  cedar  bat 
houses  out  back  and  watch  the 
mosquitoes  disappear.  One  bat  can 
catch  500  bugs  per  hour.  Soldi' 
Bats  are  now  an  endangered 
species.  Go  figure. 

Item  #3288 $44.95 

Plow  &  Hearth 800-627-1712 


C^  We  found  it — the  perfect  Wellington 
boot.  But  the  French  company  insists  on 
calling  it  I/'  Chameau.  They're  expensive, 
but  they're  worth  it.  Before  you  call,  first 
measure  your  calf  while  wearing  normal 
s(xks  and  trvusers. 

Leather-lined  boot  $349 

(with  XL  calf-size) $419 

Legend  Outfitters 800-828-3746 

SWhat  do  you  get  when  you  crvs^  a 
ilaru  pen  with  Ijjlique  aystal?  This 
impeaahly  handsome  set —  ink  bottle,  blot- 
ting crescent  and  pen  stand.  $2,950. 
Montblanc 800-877-4810 

tNo  more  trying  to  Ikibnce  a  rickety 
^ammon  set  at  the  seaside.  AW'  the 
sand  is  the  board  with  this  clever 
Sarrdgarrrmon  game. 

Item  #ri.... $24.95 

Sipa  Sipa 800-451-3169 

S>9  That's  right.  Little  Joey,  I  pro- 
posed to  your  grandmom  there  under 
that  there  Redwood  Arbor  and  Seat. 
We  both  come  away  with  splinters  on 
our  behinds,  but  it  was  sure  romantic. 

Item  #5548 $565 

Smith  &  Hawken 415-383-2000 

tXery  few  alarm  clocks  come  with 
"  cabochon  crown  to  set  the  wake- 
up  time.  This  one,  2  '/•/"  ///  height  and 

A rt  Deco  in  style,  does $900 

Cartier 800-CARTlER 

tA  loaf  of  bread,  thou,  and  two 
s  of  wine,  carried  in  this  hand- 
wmrn.  split  ash  picnic  basket. 

Item  #FN2 $47.95 

fishwood  Basket 603-924-0000 
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^9  Full-color  reproductions  of 
(ktdiled  drawings  of  over  200  of  the 
greatest  golf  courses,  hy  the  "interna- 
tionally knoicn  Scottish  golf  artist.  J. 
Paterson  Izatt. "  Nice  work  if  you  can 
get  it.  Call  for  list  of  courses. 

Unfiramed  $25 

Framed $95 

International  Golf  Graphics.800-348-4646 


0 
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Noticed  how,  well,  common 
t/iel>irds  a/r  around  your  ratty  old 
hirdhouseP  The  "Villa  Rotunda" 
hirdhouse,  done  in  the  Palladian 
style,  attracts  a — how  to  put  this 
delicately — a  l>ettersort  of  bird. 

Item  #F1 $198 

Mellencamp  Design 609-361-8376 

Mow  will  hate  them,  hut  the 
kicis  will  love  this  c/rrpy,  crt/aly  collei- 
tion  of  70 — count  em — bugs,  which 
come,  thank  he<nens,  in  a  bug-keeper 
Ih)x  with  a  lo<k  andtay)  kevs. 

Item  #105 $12.95 

Toys  To  Grow  On. 800-542-8338 

^3  //  Henry  David  Thoreau 
wen-  alive,  you  can  bet  he'd  be  puri- 
fying his  cnck  water  with  Potable 
Aqua  before  rhapsodizing  on 
naturr's  hannonies.  Especially  go<kl 
against  (Han/ia,  whatnrr  that  is. 

Item  #301  $4.99 

Wisconsin  Phannacal . .  .414-677-4121 

^^  So  what  if  we'll  gain  -/i' 
pounds,  and  die  early  of  a  heart 
attack.  We'rr  not  goiitg  to  let  that 
stop  us  ffvm  ordering  this  richer- 
than-('n>esus  triple  cho^vlate  cake. 

Item  #110* $14.95 

Cryer  Creek 800-468-C 


9 

Ikild  St 


On  a  clear  day,  you  can  see  the 
Ikild  spot  on  Fred's  head.  I  JS.  govern- 
ment satellite  photos  of  your  home  town. 
Just  provide  a  landmark — airport, 
mtrtstate.  brie/^,  Fred— ami Aey'U send 
you  an  S-wiksqtum  infrared  photo. 
Framed    ...$99  (9x91;  $166  (18x18") 

Dnframed $59;  $99 

Exposures 800-222-4947 

Sep  Now  that  the  national  mood 
has  tunied  to  busting  welfare  cheats, 
how  about  those  mutts  you  pay  such 
good  money  to  keep  around.^  Get  a 
fe-w  calories  of  energy  out  of  them 
with  these  dog  saddlebags.  In  brown 
fOO^)  or  cam o  (J50l 
Item  ^AC-21704  (25^  L  do^  . .  .$28l95 
Item  #AC-21705  (40-70  lbs.)..  $32.95 
Item  #AC-21706  (70+  lbs.)... $36.95 
Cabelas ••«37-4444 


9 
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Heap  fiig  metfirime  imUs.  Just 
litTgranddad  $tsed  fo  thrvtr  at  yon, 
but  newer  and  bearr,  br^  nd  rnnd 
filled  with  er/.  C4ni  be  b^Mgf^  sefm- 
nutely,  or  as  a  set  (6  bmJls,  rwi  and 

vidttu 

Item  #iSni $439 

SelfCare  •••445-3371 

ft^  .\  rose  by  any  •tier  name 
would  definitely  not  smell  as  swerf 
tjs  the  Harbam  Bnsi  R^se,  A«^/>- 
nlar  that  /hey  entire  1 99 J  cr»p  Lts 
already  htm  sold,  bmt  they  are  tmk- 
tng  otders  for  spntig  I99J. 

Item  **6W"  $liSS 

lackson  &  Pertiu •••-2SI-47tS 


\ 


MA  KORRKS 


rvi 


THE    CR£AM    OF    THE    MAiL.-UKU£iH    U  ATA  L.U(t  U  lliS 


"T 


MAIL  ORDER /CLASSIFIED  INDEX 


Executive  Gifts 

Collectibles 

Golf  Golfs 

Fitness/Health 

Historical  Reproductions 

Book/Periodicals 

Sports/Athletic  Equipment 

Fine  Wines 

Art 

Furniture 

Resorts 

Computer  Software 

Antiques 

Audiobooks 

Apparel 

Fishing  Boats 

Financial  Services 

Real  Estate 

Books 

Sports  Magazines 

iU 


EXECUTIVE  GIFTS 


HANDCRAFTED  AVIATION  DISPLAY  MODELS 

by  THE  WORLD'S  LARGEST  MAKER  OF  AVIATION  DISPLAY  REPLICAS 


•  1 68  different 
and  unique  replicas 
of  aviation  history 

•  wide  range  of 
collector  scales 

•  military  aircraft  from 

1914  to  present 

•  airliners  from  tfie  1920's  to  present 

•  spacecraft  from  the  1 960's  to  present 


For  free  full 
color  catalog: 


Ford  Trimotor  @  $119.95 


SHOWCASE  MODEL  CO. 

PC  Box  470,  Dept  FYI  92-06 
State  College,  PA  16804-0470 


CALL  (800)  441-9524  /  FAX  Number  (814)  238-8572 


COLLECTIBLES 


ANTIQUE  STOCK  CERTIFICATES 

Great  gift,  collectible,  or  conversation  piece  to 
hang  on  your  wall  Prices  on  these  documents 
continue  to  nse  since  they  are  rarer  than  coins 
or  stamps  Some  are  signed  by  famous  indi- 
viduals Newsletter/catalog  of  old  &  antique 
stock  and  bond  certificates  $3  We  also  buy 
investment  Researcf)  Institute 
3043  Clayton  Road,  Concord,  CA  94519 
(510)686-9067 


AUDIOBOOKS 


BOOKS 
ON  TAPE 


World's  Largest  Seleclior)  ol  Audio  Books  i 


•  Best  Sellers 
on  Cassette 

•Full-length 
Rentals 

•  Call  for  Free 
Brochure 


(800)  626-3333 


Do  nol  invoit  somcthi}i^, 

hut  make  something 

out  of  reality. 

—  Thomas  Mann 


AT  YOUR  SERVICE 

A  New  Opportunity  For 
Dirtxrt  Response  Advertisers 
FORBES  FYI  appeals  to 
executives  who  live  their  lives 
with  a  sense  of  style--and 
can  afford  to: 

•  Median  Household  Incomc- 
$126,000 

•  Median  Net  Worth- 
$734,000 

These  are  readers  who 
have  monev  h^  spend  on 
Sfxuts,  travel,  leisure" 
activities  and  other  finery. 
Tempt  them  with  your 
speaal  pnxiucts  and  services. 

Call  Linda  Loren 
(212)  620-2440  for 
more  information. 


I 


AT  4 YOUR 


SHOOTING  SPORTSMAN  IS  ALSO 

A  PERFECT  GIFT  FOR  YOUR 

tUENTS  AND  FRIENDS.  INTRODUCE 

THEM  TO  THE  MAGAZINE  OF 
WINGSHOOTING  AND  RNE  GUNS. 

CALL 

1'800'33 1-8947 

ORWRJTt; 

SHOOTING  SPORTSMAN 

BOX  2«  •  F,  MENDHAM,  NJ  07945 

ONE  YEAR,  $29.95  (6  ISSUES) 
TWO  YEARS,  $54.95  (12  ISSUES) 


COMPUTER 
SOFTWARE 


MAKE  THE  RIGHT  DECISION 

NO  ONE  NOTICES... 

MAKE  THE  WRONG  DECISION 

EVERYONE  DOES! 


GET  DECISION  TOOL  2000™  software 

A  Comprehensive  &  Portable  Business  Informalion  Bank 


Instantly  Puts  The  Combined  Experience 

Of  Hundreds  Of  Real  World  Business 

Experts  At  Your  Fingertips 

Windows  3.0  Compatible 

Only  $149 

No  PC  Skills  Required  •  Lcam  In  5-Minules 

SSI 

900  South  US  Highway  One  •  Jupiier,  R.  .VV177 

(407)575-1030 


GOLF  GIFTS 


STOOGES  "'^'^  '-' 
GOlf 

Poster  22x26 $10.00 

T-Shirt,  L.  XL 20.00 

Watch ...40.00 

American  Products 

71  Bartholomew  Ave. 

Hartford.  CT  06106 

1-800-783-9800  MC,  VISA 


EXECUTIVE  GIFTS 


!!  CASHMERES  !! 

And  lots  Of  Other  Goodies  !  Free  Brochure,  Map! 

AfflMAILEO  RIGHT  TO  YOUR  DOOR! 

Write,  phone.  Of  tax. 

all  major  cards  accepted 

PtMHM:  0 11 -44-334-72366  (24hr«) 

Fax:  76416 

ST.  ANDREWS  WOOLLEN  MIU, 

ST.  ANDREWS,  SCOTLAND 

C/es,  we're  right  here  on  the  18th  Green!) 


CATALOGS 


CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government f 

Write  to 

Free  Business  Catalog 

US   Government  Printing  Office 

Office  of  Marketing— Stop  SM 

Washington.  DC  20401 


THE  AMERICAN  HEART 

ASSariATION 

MEMORIAL  PRCr.RAM 


o 


American  Heart 
Association 


This  spxx:e  provided  as  d 
public  service 


GOLF  GIFTS 


Great  Gift 

from  ^r^^^r^' 


cara...we  il  put  it  on  ttw  ball  I 


Send  us  any  color  or  b&w  photo  or  logo. 
Your  photo  is  resized 
and  imprinted  in 

b&w  on 
\  Spalding*  golf 
\  bulls  with 
unsurpa-wed 
clarity.  2-4 
week  delivery. 
Photo  returned. 

( <  ki  payuhle  to: 
Q0lfSh0lS*De|KI6 
^^o#^  r\c  y(;a»enSt.-Suite020 

$39.95 /do2         VNatolown, MA 02172 
plus  $5  SA1  per  doz  i.8MK8334647 

$29.95  add-l.  doz  using    VISA  /  MastMCard 
same  photo  /  logo 
iDesignale  section  of  photo  to  be  imprinted  on  ball. 


EXECUTIVE  GIFTS 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished     •  Full  colors 

•  100%  U.S.A.-made 
Well  custom-make  any  emblem  for  you' 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.         101  Bel  Air  Drive 
NewMilford.      CT      06776,      USA 
(800)  535-5255   •  Fax  (203)  354-2786 


FISHING  BOATS 


^SassuunrEH  '^ 

Dw  original  Bass  Hunter  tulures  loui  models  lo  meet 
an  angler  s  needs  Foe  an  altemoon  trip  to  a  small  lake 
01  pond  No  boat  is  more  conve 
nieni  For  a  tree  brochure  call 
or  write  to  PO  Boi  t?43  Val 
dosta.GA  31603  91?  244  9941 
For  credit  card  oideis  call  Toll 
Free  1  800-345  4689  MC/VISA 
Dealer  inquiries  welcomed 


BOOKS 


THE  SOUND  OF 
BESTSELLERS 

Call  for  a  free  introductory  catalog: 

1-(800)-638-1304 

Ask  about  our  easy 

rentals  by  mail 

270  Skip)ack  Rd., 
Pnnce  Frederick.  MD  20678 


EXECUTIVE  GIFTS 


Distinctive  Sail  Models 


mm 


Hand  Caned  •  Mahogany  &  Teak 
Fine  details  •  From  $845  •  IS'-SS" 

SEACRAFT 


For  Our  Catalog 
Call  (800)  356-1987 

atiN  Scomiili  M.  Scottsitlt.  AZIUSt 


Special  15%  discount  on  classified  ads  that  run 
In  both  FYI  At  Your  Service  and  Forbes  Market  Classified 


CLASSICS, ILLUSTRATED 


From 

The 

Great  Catsby 

By  r.  Scott 

Fitzgerald 


Ihclicvc  that  on  the  first  iiiglit  I  went  to 
(iatshy's  house  I  was  one  of  the  few  guests  who 
had  aetually  been  invited.  People  were  not 
invited — they  were  there.  'I'hey  got  into  auto- 
inoliilcs  which  bore  them  out  to  I-ong  Islaiul. 
anil  somehow  they  ended  up  at  (Jatsby's  door. 
Once  there  they  were  introduced  by  somebody 
who  knew  (Jatsby,  and  after  iluit  tiiey  conduct- 
eil  themselves  according  to  the  rules  of  behav- 
ior associated  with  an  amusement  park. 
Sometimes  they  came  ami  went  without  haN  - 
ing  met  (Jatsby  at  all.  lamc  for  the  partv  with  .1 
simpliiiiv  of  heart  that  was  its  own  ticket  i)f 
admission. ...Dresseil  up  in  white  flannels  1 


ll  l.l'SIR.VnON  BY 

Pai'i.  Bachfm 


went  over  to  his  lawn  a  little  after  seven,  and 
wandered  around  rather  ill  at  ease  among 
swirls  and  eddies  of  people  1  didn't  know — 
though  here  and  there  was  a  face  I  had  noticed 
on  the  commuting  train.  1  was  immediately 
struck  by  the  number  of  yoimg  l\nglishmen 
dotted  about;  all  well  dressed,  all  looking  a  lit- 
tle hungrv.  and  all  talking  in  low,  earnest  voic- 
es to  solid  ami  prosperous  Americans.  I  was 
sine  that  they  were  selling  something:  bonds 
or  insurance  or  automobiles.  They  were  at 
least  agonizingly  aware  of  the  easy  money  in 
the  \icinitv  and  cimxinced  that  it  was  theirs  for 
a  few  words  in  the  right  kev.  0 
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iver  before  has  so  much 
\tographic  technology 

released  at  the  touch 
button. 

ou've  taken  a  quantum  leap 


(d 

K- 


,  j  snap- 
[  tsto 
r  ods  and 
.(ting  and 

Now  complement      ^^^ 
ir  quantum  leap  with  ours:  the 
jrless  Minolta  Maxxum®  7XL. 

laxxumx/'s  built-in  "mind" 
^ploys  the  most  potent  com- 
ter  ever  put  behind  any 

Its  rapid  analysis  of 
)ject  variables 

lally  converts 
:al  length,  image 
ignification  and 
[hting  into  opti- 
im  exposures.  Making 
most  sophisticated  AF 
^stem  ever 

And  for  any  artist,  Maxxum 
"s  Expert  Autoexposure 


THE  SCIENCE. 


System  is 

a  stroke  of 

genius.  Its 

exclusive  14- 

segment  metering  system  reads 

and  returns  all  exposure  data  in 

milliseconds  even  as  the  subject 

moves. 

Of  course,  more  control  of 
exposures 
allows 
more  ex- 
perimenta- 
tion with 
light.  To 
that  end, 
Minolta  offers  the  3500x/,  the 
world's  only  wireless  remote 
flash.  Never  before  could  a  built- 
in  flash  trigger  a  light  source 
you've  positioned  to  create 
subtle  or  dramatic  light- 
ing effects. 
You  can  be  the  mas- 
ter of  all  this  science.  Just 
countermand  your  partner 
by  exerting  as  much  manual 
control  as  you  like.  Or  expand 
its  potential  by  inserting 


an  appropriate  C.E.  Card. 

Yes,  inside  the 
sleek  Maxxum 
7x/ lurks  tech- 
nology incon- 
ceivable just 
months  ago. 
This  is  the  sci- 
ence of  photog- 
raphy. The  invaluable  ally  of  those 
dedicated      f"^^»N.  to  its  art. 


LOOK  'Of  valuable  Minolta 
USA  2-year  camera/5year 
lens  limited  warranty  cards 
with  your  products  For  more 
information,  see  your  selected  Minolta  dealer  or  write  Minolta  Corp.. 
Oept.CR-9. 101  Williams  Drive.  Ramsey.  NJ  07446  In  Canada: 
Minolta  Canada.  Inc  .Ontario  ©1992  Minolta  Corporation 
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MINOLTA 


C  yj^^^^^  ^^^  never  been 
^^^     so  close  to  home. 
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wm  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  oxer-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pi/low. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  if.  vou 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on.  you  have 
found  a  new  home  when  you  are  awa\ 
from  yours.  Just  ask  your 
travel  agent  or  call 
l-HOO-SOllTLL. 
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Hotel  Sofitel 

NORTH       A  M  H  R  I  C  A  


(  l/K  ,\(.() 


//Ol'S/O.V     •     I.O.SANGfcLtS     •     MI.Wll     •     MI\\l.\rOU\     >     s\\  Hl\saSCO  BM     •     WASHISGTOS  D.C  {PVLLSfAS 
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le  coming  Russian  oil  gustier:  Say  your  prayers,  OPEC 


Mavll,1992    Four 
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Nicole  MiUer 
and  other 
women 
executives  are 
taking  ovei* 
Seventh  Avenue 
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'e  have  for  128 


OPEN  IN  CASE  YOU  VyANT  THE 

.  DIFFERENCE  50%  OF  THE 

^    FORTUNE  500  HAVE  CHOSEN. 


rV'ith  assets  thdt  have  g*.      ' 
'  lached  over  $W  bi  1 1  ion .  ^'"^' 
nd  with  the  real  Travelers  '  ■ 

ifference. .  .33,000  employees 
edicated  to  customer 
■itisfaction. 

This  is  how  we  make  a  real  differ- 
nceforyoLi. 

By  identifying  ways  of  preventing 
)sses  and  controlling  insurance  costs.  ; 

By  ensuring  the  health  of  your  work  force 
vith  one  of  America's  largest  managed  ca"^ 
let  works.  V^ 

,  By  providing  you  with  a  full  portfolio  of 
lensiiMi  investment  options  and  flexible      ^ 
ecord-keeping  serxices. 

By  making  sure  that  those  who  carry'The  ' 
hnelers  for  their  business  insurance  needs 
,0  so  with  confidence.  m 

■  That's  rhe Travelers  Wa v.  1 
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eTravelersj 

foil 're  better  oft  under  tlie  Uiiibrella." 
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Charles  R.  Schwab 
Chairman  S 
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Amouncing  the  Schwab  Ultimate  IRA 


Right  now,  anyone  owning 
or  opening  a  Schwab  IRA 
account  worth  more  than 
$10,000  will  never  have  to 
pay  another  IRA  annual 
fee  for  the  life  of  that 
account,  guaranteed*  It's 
a  simple  proposition  that 
makes  excellent  financial 
sense.  Here's  why. 
Your  money  works  smarter. 
With  a  Schwab  IRA  you 


can  invest  your  retirement 
funds  in  a  wide  range  of 
investments,  from  stocks 
and  bonds  to  mutual  funds 
or  money  markets,  all  in  a 
single  account.  And,  because 
of  Schwab's  reduced  commis- 
sions you'll  save  even  more. 
We  make  it  easy. 

No  matter  how  many 
IRAs  you  may  have,  no 
matter  where  they  are, 


we  can  help  you  transfer 
them  all  to  Schwab.  Our 
account  transfer  service 
is  simple.  We  take  care  of 
all  the  details  for  you. 

But,  remember,  time 
mill  run  out  on  this  offer* 
The  sooner  you  act,  the 
sooner  you'll  stop  paying 
fees  you  don't  have  to. 

•Your  Schwab  IRA  must  have  at  least  $10,000 
In  assets  by  September  30. 1992. 


Open  your  Schwab 

No  Annual 
Fee  IRA 

Today. 
Visit  an  office  or  call: 

1 800  442-5111 

Ext.  250 


Charles  Schwab  &  Ca,  Inc.  ©  1992  Member  SIPC/NYSE 


Charles  Schwab 

Helping  Investors  Help  Theinselves" 


NEW  FIELDS  FOR 


1 


"For  over  150  years,  the  John 
Deere  name  has  stood  tor  the 
world's  highest  quality  farm  equip- 
ment. When  Engine  Works  looked 
for  new  growth  areas  to  oHset 
the  U.S.  farni  recession  of  the 
80's,    w^e    focused    on    component 


sales  and  new^  markets,  both  domes- 
tic   and    overseas.    For    example, 
we  recently  started  producing  a 
marinized    diesel    engine    for   use    in 
workboats     and     fishing    vessels. 
Digital   has   played   a   major   role, 
helping    us     mamtam     our    quality 
level  while  expanding  our  markets. 
"Digital's    expandable     line 
of   VAX®    computers    were    a    nat- 
ural choice  for  growth.   And, 
with    their   networking   expertise 
and    their    Network    Application 
Support     (NAS)     open     software, 
we   had  the  key  elements  for 


gathering    and    sharing    informa- 
tion fix>m  the  shop  floor  to  engine 
testing  facilities  to  all  parts  ol  the 
corporate    network.    All    of    which 
makes    it    Ccisier    and    quicker    for 
our    people    to    make    critical    busi- 
ness   decisions    that    ensure     prod- 
uct quality.   Likewise,   the  ability 
to    automate    factory-floor    func- 
tions   gives    us    greater    control 
over   product   tracking  and   inven- 
tory control. 

"And        with        Digital's 
COHESION^''    software    develop- 
ment environment,  we  can  create 
customized     applications     faster 
and  at  a  lower  cost  than  ever  before. 

"Combine  all  that  with 
Digital's  flexible  support  and 
service  programs  for  whatever 
vendor's  equipment  we  have,  and 
it's  easy  to  see  how  Digital  helps  us 
make  good  on  the  promise  that 
'Nothing  runs  like  a  Deere.'  " 

For  more  information  on 
how  Digital's  total  solutions  ap- 
proach to  manufacturing  and  our 
NAS  open  computing  products  can 
benefit  your  business,  call  1-800- 
DEC-INFO,  ext.  92.  Or  cxintact  vour 
local  Digital 
sales  office. 
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C)  DIGITAL  EQUIPMENT  CORPORATION  1992  THE  DICITAUOGO  AND  COHESION  ARE  TRAOCMARKS  AND  VAX  IS  A 
REGISTERED  TRADEMARK  OF  DIGITAL  EQUIPMENT  CORPORATION 
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John  Reed  may  not  have  a  lot  of 
time  to  turn  Citicorp  around. 
But  he  has  impressive 
strengths  to  work  with. 
42 


Women  designers  have  succeeded  pre- 
cisely because  they  are  women:  They  use 
their  own  sense  of  what's  missing  from 
their  wardrobes  to  identify  market  voids. 

^^m  116 


Siberia,  home  to  this  gas  fieM,  couM      •  f  * 
hold  the  key  to  a  flood  of  Russian  oil  thU 
could  have  a  profound  effect  on  world 
markets  in  just  a  few  years. 
^^^  54 
4- 


ON  THE  COUER 


The  Feminization  Of 

Seventh  Avenue  116 

By  Gretchen  Morgenson 

How  women  designers  and  execu- 
tives are  moving  the  merchandise. 

Is  The  Worst  Over  For  Citi?  42 

By  Phyllis  Berman  and  Zina  Sawaya 

Citicorp  stock  has  been  one  of  the 

hottest  performers  this  year. 

The  Last  Frontier  54 

By  Ton!  Mack 

Russian  oil  has  the  potential  to  make 

things  very  tough  for  OPEC. 
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Air  Products  &  Chemicals  96 

By  James  Cook 

Where  the  future  is  important. 

Dai-Tile  122 

By  Marcia  Berss 

Some  investors  now  look  dumb. 

Up  &  Comers: 

Lojack  Corp.  124 

By  Norm  Alster 

A  promising  but  moneylosing  prod- 
uct. Also:  Reunion  Records,  Callawav 
Golf 

Fannie  Mae  And  Freddie  Mac      138 

By  Howard  Rudnitsky  and  Matthew  Schifrm 
Nice  work  if  you  can  get  it. 
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Guessing  Game  44:  (For 

By  Gale  Eisenstodt  1  ISti 

The  elusive  Japanese  bank  numbers,  i  td 

Cape  Cod  In  Kyoto  7Cr  teffi 

By  Gale  Eisenstodt  'j  :  itc 

Building   American-st\le  houses  it    n 

Japan.  ii  ^c 
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Can  Israel  Go  It  Alone? 

By  Peter  Bnmelow 

Socialism  makes  Israel  xoilnerable  taiib' 

U.S.  pressure.  itin 


Getting  In  Bed  Together  ||i  i 

By  Peter  Fuhrmar 

European  cross-border  marriages. 
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45 


Major  League  Baseball 

By  Marcia  Berss 

Big  league  owners  are  leaning  on  local 

taxpayers. 
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Haworth  Inc. 

By  Christopher  Palmeri 

The  office  fiirniture  upstart. 


Champion  International  46     Natural  Gas 

By  Suzanne  Oliver  By  William  P.  Barrett 

Are  investors  missing  something?  When  will  prices  turn  up? 

Beneficial  Corp.  48     Liberty  Brokerage 

By  Howard  Rudnitsky  By  Matt  Rees 

Why  it  looks  forward  to  tax  time.  Intcrdcalcr  squeeze  play. 


Sunbeam-Oster 

By  Matthew  Schitnn 
Recapitalized  jewel. 

Eaton  Corp. 

By  Dyan  Machan 

Waiting  for  the  economy  to  move, 


60     U.S.  Bancorp 

By  John  H.  Taylor 

Old-fashioned  banking  pays  off. 
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In  Grandpa's  Footsteps  104 

By  Rotiert  Lenzner 

Feeling  at  home  in  Moscow. 
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has  shown  conclusively  that  you 
|(et  an  economy  moving  only  by  estab- 
ig  a  genuinely  free  market— and 
ig  individual  initiative  do  the  rest. 
108 


Follow  that  car:  LoJack's 
electronic  tracking  system 
improves  the  chances  your 
stolen  car  will  be  recovered. 
■^^   124 


Price^utting,  "new  products" 
and  slick  marketing  invade  one  of 
the  last  of  the  family-dominated 
industries:  the  burial  business. 
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"Our  customers  use  bar  code  dote  capture  as  a  strategic  tectinology,  recognizing  that  it  has 
enabled  fundamental  change  in  their  conduct  of  business,  and  in  their  competitive  posture." 

JEROME  SWARJZ.  PhD. 
CHAIRMAN  AND  CEO.  SYMBOL  TECHNOLOGIES 

Bar  code  technology  is  having  a  dramatic  impact  on  the  way  in  which  business  is  done.  It's  impnning  pnKluc- 
tivity,  enabling  new  competitive  strategies,  and  clriving  lx)ttom  line  results  in  retailing,  manufacturing,  distrinuiion. 
parcel  delivery  and  dozens  of  other  industries  around  the  v^orld.  Symlx)l  Technologies  has  led  the  way  in  bar  c(xle 
data  capture  tor  over  ten  years,  with  breakthrough  innovations  such  as  the  first  hand  held  la.ser  scanner,  the  first 
integrated  scanning  computer  with  RF  data  communications,  and  the  re\()lutionar\-  tAvo- 
dimensional  bar  cxkIc,  PDF  417,  capable  of  storing  hundreds  of  characters  of  inf()rma-    ^^, 
tion  in  an  area  the  size  of  a  pcistage  stamp.  To  find  out  how  Symlx)l  can  help  put  these        W 
and  other  strategic  technologies  to  work  for  your  business,  call  us  at  l-80()-SCAN-234.  The  bar  code  data  capture  company. 
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Pragmatism  with  a  capital  ^^C" 

We  LIVE  IN  AN  AGE  when  pragmatism  is  supplanting  ideolog)',  but  the 
old  slogans  persist.  If  you  want  to  see  political  pragmatism  at  its 
nonideological  best,  get  on  an  airplane  and  make  the  13-hour  flight 
to  Santiago,  Chile,  as  Jean  Briggs  and  I  did  recently. 

Chile  pays  scant  attention  to  old  slogans  and  old  animosities. 
General  Augusto  Pinochet  ruled  as  military  dictator  for  17  some- 
times bloody  years.  Was  he 
jailed  or  exiled?  No.  He  still 
commands  the  army  and 
enjoys  a  good  deal  of  popu- 
lar respect.  But  the  army  is 
in  its  barracks,  and  Pino- 
chet meekly  takes  orders 
from  a  man  whose  closest 
associates  he  once  jailed. 
President  Patricio  Aylwin. 
That  old  fascist  Generalissi- 
mo Francisco  Franco  is 
spinning  in  his  grave. 

But  so  are  most  of  Presi-      Jean  Briggs 
dent  Aylwin's  predecessors,     ^HI^H 
old-time    politicians    who 

imposed  various  forms  of  statism  on  Latin  America.  Three  years  ago, 
when  Aylwin  was  just  a  candidate  for  the  presidency,  Forbes 
observed:  "Aylwin  stands  for  old-fashioned  populism  of  the  sort  that 
has  wrecked  most  of  Latin  America."  But  what  happened  when 
Aylwin  donned  the  red,  white  and  blue  sash  of  officer  He  appointed 
as  minister  of  the  economy  young  Carlos  Ominami,  a  French- 
educated  intellectual  who  calls  himself  a  socialist  but  practices 
Reaganomics.  Ominami  ignores  his  own  political  label  as  blithely  as 
Aylwin  forgot  his  own  election  speeches. 

In  early  1989  Forbes  said:  "If  Chile  can  preser\e  the  economic 
discipline  imposed  by  the  dictatorship,  but  in  a  democratic  setting,  it 
could  be  a  beacon  for  Latin  America."  It  has  and  it  is — as  Jean  Briggs 
describes  in  "A  political  miracle,"  starting  on  page  108. 

Woman  power 

Talking  of  free  markets,  did  you  know  that  female  designers  and 
female  executives  are  taking  over  Seventh  Avenue?  Y(Hi  didn't? 
Neither  did  we,  until  our  ever  curious,  deep-digging  Gretchen 
Morgenson  discovered  the  emerging  power  shift  and  wrote  the 
cover  stor)^  for  this  issue,  "The  feminization  of  Seventh  Avenue." 
Affirmative  action  has  nothing  at  all  to  do  with  the  rise  of  these 
w(omen,  Morgenson  rep(orts.  A  free  market  has  e\  er\thing  to  do  with 
it.  The  new  business  powers  have  a  surer  sense  of  what  the  topical 
customer  wants  and  needs.  Ston-  starts  on  page  1 16. 

The  tax  tree 

Wearied  cof  the  endlf:ss  mouthings  in  the  media  about  the 
"fairness"  of  our  tax  svstem,  Peter  RrimeUnv  decided  lo  l(H)k  at  the 
latest  a\ailable  numbers.  To  this  end  he  constructed  w  hat  he  calls  a 
"tax  tree."  AiiKMig  other  things,  it  shows  that  people  reporting  over 
$75, ()()()  a  \car  were  liable  for  4'>%  of  all  federal  income  taxes,  even 
though  they  represented  onlv  S%  of  the  taxpayers.  Page  lOo. 
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No  ONE  HELPS  YOU 
KEEP  IN  TOUCH  MORE  THAN  WE  DO. 


] 


T<M1®®SXC 


TOSHIBA 
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Toshiba  helps  you  keep  in  touch,  because  we  keep  in  touch  with  you. 
Understanding  that  one  of  the  last  places  people  get  any  work  done  is  in  the 
office,  we  moke  notebook  computers  that  give  you  more  power  than  many 
desktops,  and  more  freedom  than  you  can  imagine. 

For  instance,  the  T4400SXC  has  on  i486"'SX  microprocessor,  three  hour 
battery  life,  and  the  newest  TFT  LCD  technology  that  can  display  256  colors 
from  a  built-in  palette  of  185,193.  It's  the  most  powerful  color  notebook 
available  to  control  information  and  improve  communication. 

At  Toshiba,  we  wont  you  to  be  your  most  productive,  so  you  can  keep  in 
touch  with  a  few  other  important  parts  of  your  life.  Your  family,  friends.... 

In  Touch  with  Tomorrow 

TOSHIBA 


Fnmoflintonwtioiiiniti  tnhibofaimKolnlnniotiooSyMnvlM  ,9740lniMBM  ,lniM.Uf27l8«       \tlXiiilJin  i48i  n  o  Mtawd  o<  M  Ca| 
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A  merchant 
underestimated 

Bernard  Marcus,  the  Sam  Walton 
of  do-it-yourself  home  center  retail- 
ers, has  been  the  subject  of  many 
glowing  articles  in  recent  years,  none 
of  which  he  has  bothered  to  frame. 
But  he  did  frame  the  Forbes  story 
arguing  that  Marcus  and  his  home 
improvement  store  chain,  Home  De- 
pot, Inc.,  were  riding  for  a  fall  (May  4, 


Lumber  on  display  at  Home  Depot 
In  1997,  "a  whole  new  agenda." 


1987).  Says  Marcus  today  of  that  arti- 
cle: "It  has  got  an  infamous  spot  in  my 
bathroom  right  now." 

Some  fall.  In  1987  Home  Depot, 
then  with  75  stores,  earned  $54  mil- 
lion on  sales  of  $1.5  billion.  In  fiscal 
1991  (ended  Feb.  2,  1992),  a  year  in 
which  other  home  center  chains  dis- 
appointed investors.  Home  Depot's 
net  hit  a  record  $249  million  on  sales 
of  $5.1  billion.  Since  spring  1987 
Home  Depot's  shares  have  risen  al- 
most twelvefold  on  a  split-adjusted 
basis,  to  a  recent  66%,  or  43  times 
estimated  1992  earnings.  Market  cap- 
italization: $14  billion.  Marcus  still 
owns  4%  of  the  company. 

Marcus  says  Home  Depot  is  still 
growing  like  a  weed.  With  178  stores 
in  operation  in  just  15  states,  the 
chain  has  barely  scratched  the  surface 
of  its  potential.  "If  you  look  at  our 
marketplace,"  says  Marcus,  "4  states 
control  75%  of  our  business."  Home 
Depot  has  only  about  5%  of  the  mas- 
sive $108  billion  home  improvement 
market,  which  is  growing  at  about  6% 
annually.  To  put  that  in  context,  Wal- 
Mart  has  nearly  40%  of  the  discount 
retail  market. 

Marcus  believes  the  irS.  can  take 
well  in  excess  of  1 ,000  stores;  he  plans 
to  nearly  triple  his  store  count,  io  534 
outlets,  by  the  end  of  1996.  Starting 
around  1997,  he'll  open  Home  De 


pot  stores  abroad.  "That's  going 
open  up  a  whole  new  agenda  for  us, 
he  says  with  satisfaction. 

Gleaning  up  its  act 

When  Forbes  last  examined  the  Va 
couver  Stock  Exchange,  it  founl 
enough  chicaner}^  and  speculative  c:k 
cess  that  the  U.S.  penny  stock  rackej 
seemed  tame  by  comparison  (May2\ 
1989).  Officials  at  the  VSE  maintai| 
that  a  regulatory  crackdown  was 
ready  well  under  way  by  1989.  If « 
media  scrutiny  seems  to  have  acted 
a  prod. 

Last  year,  for  example,  the  vsE  si 
pended  various  members  fi^om  actinl 
as  registered  representatives  for  a  tot^ 
of  63  years.  That's  up  fi-om  a  total 
1 5  years  in  1989.  And  thanks  to  a  Pre 
Listings  Advisory  Committee  estal 
lished  last  year,  the  \'SE  says  it's  mor 
difficult  for  promoters  with  shady  his 
tories  to  launch  questionable  enter 
prises  in  Vancouver. 

In  January  1990  the  vsE  adopted 
fully  automated  trade  execution  sys 
tem.  VSE  President  Donald  Hudsoij 
says  that  the  new  computerized 
tem  has  been  especially  helpfiil  ii! 
alerting  sur\eillance  staff"  to  possibl<j 
stock  manipulations. 

Not  that  the  \'SE  has  become 
marketplace  for  widows -and -orphan  I 
stocks.  Consider  the  fate  of  WCN  In| 
vestment  Corp.,  a  Vancouver- baset 
firm  that  hoped  to  develop  a  tra\e| 
information  and  booking  service.  Iil 
July  1990  the  stock's  split-adjustecj 
price  hit  C$103  on  the  vsE.  Earliej 
this  year,  after  the  company  an  I 
nounced  it  was  ceasing  operationsl 
the  stock  fell  below  CSl.  No  rcgula 
tor)'  or  disciplinar)  actions  have  bcer| 
announced. 

Laser  show 

As  .\  c;R\niAi  F  student  in  physics  at 
Columbia  University  in  1957,  Gor 
don  Gould  spent  48  hours  without! 
sleep,  filling  a  noteKx^k  with  calcula 
tions  and  sketches  tor  a  de\icc  hcl 
called  a  "laser,"  an  acmn>in  for  lightl 
amplification  by  stimulated  emissit>nj 
of  radiatii>n.  He  then  .sjxmu  the  next! 
30  years  battling  to  get  the  money  andl 
recognition  due  him  for  one  of  the 
centun's  great  inventions  (Dec.  14, 
19S').   TcKlay  Gould,  71,  is  gearing 
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When  you  were  sixteen  and 
driving  was  new,  a  car  had 
nothing  to  do  with  com- 
muting or  gridlock.  It  was 
about  fun.  It  was  about  the 
pure  joy  of  driving. 

What  if  you  could  re- 
capture your  youth  in  a  car 
like  the  Q45?  After  all,  a 
278  horsepower  V8  engine 
could  certainly  give  you  lots 
of  energy.  A  four-wheel 
independent  multi-link 
suspension  should  stir 
some  feelings  as  well.  A 
feeling  of  confidence,  for 
instance.  And  at  highway 
speed,  stability.  [A  lot 
smarter  than  the  head- 
long rush  of  youth.] 

This  car  is  so  in  tune 
with  the  driver  it  remem- 
bers exactly  where  you  like 
the  adjustable  seat  and 
steering  wheel.  It  remem- 
bers two  driver  positions,  in 
case  you  want  to  share  this 
rejuvenating  experience. 

It's  about  time  some- 
body gave  the  idea  of  per- 
formance luxury  sedans 
some  fresh  thinking. 


I  N  F  I  N  I  T  I  . 


f-  Cwu  OrrfT-  r^raitlM.  n*  l-WO-t»^iOO 


The  most  competitive  companies  leave  as 
few  questions  up  in  the  air  as  possible. 


^ 


To  find  their  answers,  90%  of  the  world's 

airlines  rely  on  data  communications 
networks  created  by  Northern  Telecom. 


itt 


northern 
telecom 


Technology  the  world  colls  on. 


1 992  Norlhetn  Telecom 


Live¥)ur  Life  To  Music. 

Step  Up  To  The  Bose  Lifestyle  Music  System  Now! 


The  Bose  Lifestyle*  music 

system  includes  Direct/ Reflecting' 

cube  speaker  arrays;  Lifestyle'  music  center  with  built-in 

CD  player  and  AM/FM  stereo  radio;  remote  control  that 

works  around  comers  and  dirough  walls.  Also  comes  with 

hideaway  Acoustimass'  bass  module  (not  shown). 

Advanced  technology  that  will 
change  the  way  you  enjoy  music. 

New  Bose  patented  technology,  including  Acous- 
timass  speaker  technology  and  automatic  dynamic 
equalization,  has  enabled  us  to  reduce  the  size  and 
complexity  of  die  stereo  system  while  actually 
improving  perfomnance. 

The  award-winning  Lifestyle*  music 
system  replaces  an  entire  rack  of 
"    conventional  equipment  and  speakers. 
And  its  ease-of'use  and  versatility  will 
enable  you  to  live  your  life  to  music  in  ways  you 
never  diought  possible. 

Enjoy  sc^und  quality  second  only  to  that  of  a  live 
perfonnance;  audition  the  Lifestyle*  music  system. 

"No  mihle  speakers,  no  stack  of  components, 
nothing  tint  lx)ks  like  sound  equipment. . .  .Hit  the 
start  huttim  and  suddenly  the  nxrmfiik  with  music  of 
exeviiplary  ckrity  andfuRness" 

-  Hans  Fantel,  The  New  Yink  Times,  1990* 


Enjoy  music  even  more  with 
FREE  speakers  from  Bose. 

For  a  limited  time,  when  you  step  up  to  a  Lifest>'le* 
music  system,  Bose  will  send  you  a  pair 
of  Lifestyle*  powered  ^^^  ] , 

speakers  (a  $300  value)       \  '  '^ 

free.  Put  them  in  a  second    li^^^^ 
room  and  it's  like  having  another  stereo  SN-stem, 
widi  no  additional  electn:)nics  needed. 

We  invite  you  to  visit  your  Bose  dealer  and  com- 
pare die  benefits  of  die  Litest\-le'  miLsic  s\>tem  to 
much  larger,  more  expensive  stereo  SN'stems. 

And  if  you  already'  own  a  Lifestyle*  music  s>:stem, 
we  have  a  speciiil  offer  tor  yixi  iis  well. 

This  event  ends  May  3 1 ,  1992.  R^r  iniomiation, 
and  niimes  of  Bc^^e  dealer^  near  wxi,  c<\ll  toll-tree: 

1,800^444,BOSE  Ext.  1 1 1 

USA.  Mond;iv-Fnd;w  8:k\'\M  ^aXTM 
Caa-Kti.  MiMvtiy-Fndav  *)hX\\M-SxXTM  lET) 


Ciy^:iVwC\.TiH>r.iti.Mi.  llu-M.Hmr.Mn.l-MmiiH:li-iri»MA0IA''l')l68USA 


Better  sound  thmugh  research. 


for  one  last  fight — this  time  against 
U.S.  government. 

Last  October  Gould  filed  suit  in  the 

S.  Court  of  Claims  alleging  that 
cle  Sam  owes  no  less  than  $75 

ilion  for  past  patent  infringements 
ii  so-called  optically  pumped  lasers, 
[iich  lasers  are  widely  used  in  militar\' 
irdware. 

Any  doubts  about  Gould's  right  to 
I  tent  optically  pumped  lasers  were 

olved  in  Gould's  favor  by  the 
)urts  in  1987.  However,  the  govern- 
icnt  claims  it  needn't  pay  Gould 
)valties  because  of  a  government 

ntract  awarded  to  Gould's  former 
mployer  in   1959.  At  issue  in  the 

nding   case    is   whether   the    first 


ordon  Gould,  laser  inventor 
Suing  Uncle  Sam. 


working  application  of  the  optically 
pumped  laser  occurred  under  the 
terms  of  that  contract. 

Gould  is  entitled  to  21.5%  of  any 
moneys  realized  in  the  case.  The  lion's 
share — 62.5% — would  go  to  Patlex 
Corp.,  of  Las  Cruces,  N.M.  Patlex  was 
formed  by  a  group  of  investors  in 
1979  to  finance  Gould's  legal  battles 
in  return  for  part  ownership  in,  and  a 
>hare  of  the  royalties  from,  his  laser 
patents. 

Padex's  shares  recently  traded  at 
4^2  on  Nasdaq — eight  times  estimat- 
ed 1992  earnings.  John  Stanley,  an 
analyst  at  Newby  &  Co.,  says  that  if 
the  government  loses  a  motion  for 
summary  judgment  its  lawyers  filed  in 
February,  then  a  settlement  yielding 
Padex  $30  million  to  $50  million  is 
possible.  That  would  bring  Patlex  a 
one-time  windfall  of  $6  to  $10  a 
share.  ^M 

Forbes  "May  11,  1992 


Making  It  In  Savannah  Has  Always  Been 
An  Easy  Come,  Easy  Go  Proposition. 

Whether  your  business  is  manufacturing  or  distribution,  Savannah,  Georgia,  offers 
you  the  best  of  both.  The  workforce  here  is  skilled,  ready,  and  always  productive.  In 
heavy  industry,  light  industry  and  high-tech  manufacturing. 

'  ^IflO^^    Savannah  is  also  the  busiest  decpwater  port  on  the  south- 
^^r^^     Atlantic  coast,  enabling  your  company  to  speed  car]go  to 
,     ^^i^fc^    ^^^  ^^  ^y  P^  °f  ^^  globe.  And  as  the  dty 's  skyline 
'"ll^^^rC^mSF     shows-a  new-built  bridge,  factories,  hotels,  churches, 
^^**"l^^'^'^   shopping  malls-Savannah  is  energized  for  the  future. 
To  find  out  all  the  bottom-line  reasons  to  relocate  in        ^^^^m^^km  m 
Georgia,  please  write  us.  Or  caU  404-656-9306.  GEORGIA 


Savannah.  Another  way  to  strike  it  rich  in  Georgia. 

Ceofsia  DepartmenI  of  Industry.  Trade  &  Touiisni.  Depl.  FBS.  P.O.  Box  1776.  Atlanta.  GA  30301 . 
Photo  Gxirtesy.  Georsia  Oepaitmenl  of  Archives  and  History. 
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FIDELITY  MAGELLAN  FUND 


The  Record  No  Other 
Fund  Can  Match 


Why  Choose  Fidelity 

For  Stodi  Market 

Investing? 

'  Managing  over  $50 
billion  in  equity  assets. 

'  Our  analysts  and  port- 
folio managers  visit 
over  6,000  companies 
annually. 

'  Over  40  years  of  stock 
market  experience. 


thcN  can  he  \()lutile  from 


Magellan:  #1  Performer  for  15  Years* 

Magellan  searches  for  long-term  grow  th  in  the 
stock  of  an\  type  of  company-large  and  small,  at 
home  or  abroad.  Its  a  fundamental  approach  that 
means  getting  to  know  the  companies  we  invest  in 
personally.  And  it's  an  approach  that  hits  heljx'd 
make  Fidelity  Magellan  the  best  performing  stock 
fund  in  the  nation  for  the  15-year  period  ended 
12/31/91.  investors  should  keep  in  mind  that  w  hile 
stock  funds  can  offer  greater  long-term  rewards, 
year  to  year  and  their  share  price  and  return  w  ill  \ary. 


'AcTordini'tol.ippfr  AnalMital.SiTMCTs.  Majjcllan  rankril  #1  oiilof  Mh.  #<(^ulof^(1^  #Slouli)t  1, (MO.  and  #."M 
out  of  I.KW  funds  for  llif  1^.  10.  >.  and  1  U'ar  iHTUKlscndi'd  1^  ^1  ')l.  ri-spi-cliM-lv  (porifolionianamTctiaiim'd(»  1  *XM 


1-800-544-8888    24  hours 


Fidelity  M«lgell<ll1  Fund,  for  niort  compk'ti'  inlornunon  including  nun-imnuMi  kv>  and 
llu'  fund  >  V ,  sali'v  i  liarjif  and  t\pcnH'>.  pU'a,M'  lall  or  w  riU'  for  a  frir  proNix-cHis  Read  ii  carffulK 
fiiforf  \oii  n)\csl or M-nd  niont-N  Kidflilv  l)isiribulon< Ciirporjlion.  PO  Bt)\  Wi(K>().V  Dallis.  TX 
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Fly,  Arazi 

The  upcoming  Kentucky  Derby 
could  mark  a  big  payday  for  two  of 
racing's  biggest  spenders:  Allen  Paul- 
son, chairman  of  $887  million  (sales) 
Gulfstream  Aerospace,  and  Shaikh 
Mohammed  bin  Rashid  al  Maktoum, 
defense  minister  of  the  United  Arab 
Emirates.  They're  co-owners  of 
Arazi,  the  race's  odds-on  favorite. 

Paulson,  who  paid  $350,000  for 
Arazi  in  1989,  sold  a  50%  interest  in 
the  horse  to  Maktoum  last  October 
for  $9  million.  A  Derby  victory  would 
increase  Arazi 's  value  substantially. 

Paulson  must  be  hoping  Arazi  will 
fly  better  than  Gulfstream  did  last 
month,  when  plans  for  an  IPO  were 
canceled  after  investors  resisted  pay- 
ing some  $20  a  share  for  the  stock. 
Had  the  offering  gone  through,  Paul- 
son would  have  been  left  with  a  26% 
stake  worth  $180  million,  for  which 
he  paid  only  about  $20  million. 

Arazi  will  be  flown  from  his  Paris 
stable  to  Kentucky  in  his  own  char- 
tered jet — not  a  Gulfstream  but  a 
Boeing  727.  Paulson  doesn't  mind 
footing  such  bills.  "I  looked  at  foot- 
ball and  baseball  teams,"  he  says. 
"But  in  horse  racing  there  are  no 
unions.  You  just  feed  them  their  oats 
and  they're  happy." 

-Christopher  Palmeri 

Cement  shoes 

If  Bill  Clinton  goes  after  the  green 
vote,  his  wife  Hillary's  face  may  turn 


red.  Since  1990  she's  been  a  director 
of  Lafarge  Corp.,  the  second-largest 
cement  producer  in  the  U.S.  and  one 
of  the  largest  operators  of  cement 
kilns  flieled  by  burning  hazardous 
waste.  Last  year  Mrs.  Clinton  earned 
$30,000  from  Lafarge. 

Since  1979  kilns  run  by  Lafarge's 
Systech  unit  have  burned  more  than 
400  million  gallons  of  toxic  waste. 
Michigan  regulators  have  claimed 
kiln  ash  from  a  Lafarge  facility  con- 
tains too  much  toxic  lead.  Lafarge's 
response?  It's  in  compliance  with  cur- 
rent regulations.  In  California  a  local 
customer  is  suing  Lafarge  for  at  least 
$1  million  over  the  alleged  improper 
disposal  of  chromium -tainted  materi- 
als in  years  past. 

Apparently  Mrs.  Clinton's  con- 
science is  clean.  She  admits  she  knew 
about  the  questions  concerning  La- 
farge's practice  of  burning  hazardous 
waste  as  a  fiiel  in  its  kilns.  She  says  she 
has  made  it  a  point  to  obtain  informa- 
tion from  the  company  on  the  steps  it 
takes  to  ensure  safety.  She  says,  'Tt  is 
important  to  realize  that  burning  the 
waste  under  the  strict  controls  that 
Lafarge  uses  saves  energy  and  con- 
verts the  hazardous  waste  to  nonhaz- 
ardous  materials."        -Jason  Zweig 

Gendemen,  start 
your  companies 

Focusing  on  the  management 
shakeup  at  GM,  the  media  have  by  and 
large  ignored  the  game  of  musical 
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Hillary  Clinton,  wife  of  Bill,  and  a  $30,000  director  of  Lafarge  Corp. 
Embarrassments  to  come  because  of  toxic  waste? 
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chairs  going  on  in  executive  suit 
throughout  the  auto  industn'. 

In  Japan,  top  people  are  being 
placed  at  Nissan,  Honda  (for  he 
reasons)  and  struggling  Isuzu,  whi 
brought  in  a  Yank,  Donald  SuUiva 
as  an  oxerseer. 

In  Europe,  xav,  Audi  and  Jaguar  g 
new  bosses.  And  at  GM  Europe,  Loi 
Hughes  was  promoted  to  preside 
after  a  successful  stint  running 
Opel  division.  He  replaced  Robe 
Eaton,  who  has  returned  to  Detroit 
Lee  lacocca's  designated  successor 
Chn^sler.  And  U.S.  Toyota  has  both 
new  American  boss,  Yale  Gieszl,  anG 
new  Japanese  overlord,  Shinji  Sakai 

Some  turnover  is  coincidence,  b 
the  deeper  reason  is  that  the  turm^ 
brought  on  by  the  Japanese  assault 
the  world's  auto  markets  has  mac 
job  securit)'  at  the  top — even  in  J:j 
pan — a  thing  of  the  past.  As  G.\i  bo: 
Robert  Stempel  likes  to  say,  the  c.^ 
game's  not  for  sissies.     -Jerry  Flin    loa 


ik 


m 
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Aloha^ 

Passed  in  the  wake  of  Exxon's  V; 
dez  oil  spill,  the  Oil  Pollution  Act 
1990  is  threatening  to  turn  out  a  lot  c 
Hawaiian  lights. 

Under  the  law ,  a  polluter  risks  [ 
$1,500  liability'  per  gross  ton  of  o 
spilled.  MoreoNcr,  indiudual  state 
and,  under  certain  circumstances,  th 
federal  go\ernment  arc  allowed  t 
impose  unlimited  liabilit>'  in  case  of 
spill.  As  a  result,  the  rates  on  a  upici 
$700  million  liabilit>'  insurance  polic 
for  tankers  making  U.S.  deli\crie 
ha\c  increased  from  49  cents  per  gros 
ton  in  1990  to  $7.12  a  ton  now. 

"You  could  see  tanker  actixntN'  liter 
ally  stop  in  L- .S.  waters,"  says  Michac 
Northmore  of  New  York-based  insur 
ancc  broker  Johnson  &  Higgins. 

Hviwaii  has  already  been  hit.  Pacifi< 
Resources,  a  local  refining  and  trad 
ing  outfit,  has  stopped  shipping  in 
dustrial  fuel  oil  to  the  island  of  Kaua 
and  plans  deliveries  to  i\laui  and  Ha 
waii  onlv  thnnigh  May.  Chevn>n  ha: 
also  ert'ectively  cut  oft" Kauai.  Instead 
CMievron  is  tning  to  comincc  the 
island's  local  utilir\-  tt>  buv  dicsel  oil 
w  hich  is  ct>stlicr  than  industrial  grade 
fuel  oil  but  carries  less  liabilit\-  risk.  It'." 
lighter  and  easier  to  clean  up  in  the 
event  o{\\  spill.  Meanwhile,  Hawaiian 
Electric  Industries'  tugbixu  suKsid 
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plans  to  stop  shipments  of  fuel  oil 
J  the  outer  islands  when  its  current 
ntracts  expire  next  year.  Without  as 
uch  fijel  oil,  Hawaiians  face  up  to  a 
0%  rise  in  electric  bills  and  the  pres- 
et of  frequent  blackouts. 
This  may  be  only  a  taste  of  what's  to 
^''  ome.  Fuel  oil  tankers  operated  by 
^  loyal  Dutch/Shell  and  the  Danish 
"i  hipper  Maersk  reportedly  are  refijs- 
^  ng  to  enter  U.S.  mainland  waters, 
^'  except  for  Louisiana,  where  the  oil 
^  :crminal  is  18  miles  offshore.  ""The 
1990  Oil  Pollution  Act]  was  intend- 
dto  make  people  more  responsible," 
ys  David  Young,  a  Che\ron  spokes- 
man in  Honolulu,  "but  what  it's  do- 
ing is  driving  the  responsible  people 
out  of  the  business."  -Amy  Feldman 
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Dead  or  alive 

Drug  runnhrs  get  extra  special  treat- 
ment from  the  IRS.  An  unnamed  pilot 
crashed  and  died  trying  to  land  on  a 
lonely  stretch  of  road  in  Florida. 
Aboard:  664  pounds  of  marijuana. 
The  IRS  ruled  that  the  retail  value  of 
the  grass  should  be  included  in  the 
man's  estate.  The  fact  that  the  feds 
had  seized  the  stash,  said  the  iRS, 
didn't  matter.  The  iRS  also  denied  any 
deduction  on  the  marijuana,  despite 
its  having  been  confiscated. 

The  street  value  of  the  pot  was 
between  SI  million  and  S2.7  million. 
Depending  on  the  pilot's  other  assets, 
says  Arthur  Andersen  tax  expert  Ken 
Anderson,  that  means  his  heirs  (also 


unnamed)  could  be  stuck  v\ith  an 
estate  tax  bill  of  at  least  SI 55,000  to 
S 1 .5  million.  -L\L'R.\  S.\UNDERS 


Slice  of  the  Eskimo  Pie 

Its  not  everv'  day  that  Goldman, 
Sachs  &  Co.  gets  out-husded,  but  it 
happened  recendy  in  the  case  of  S61 
million  (sales)  Eskimo  Pie  Corp. 
Reynolds  Metals  hired  Goldman  to 
find  a  buyer  for  its  88%  stake  in  the 
venerable  Richmond,  Va.  ice  cream 
maker.  Goldman  came  up  with  Nes- 
tle. Negotiations  ensued,  centering 
on  a  price  that  would  yield  Reynolds 
an  estimated  S50  million. 

But  then  another  securiries  firm. 
Wheat  First  Butcher  &  Singer  Capital 
Markets,  con\inced  Reynolds  that 
taking  Eskimo  Pie  public  would  gen- 
erate more  money  than  selling  the 
company  outright.  Good  ad\ice.  In 
late  March  Eskimo  Pie  went  public  at 
SI 7.  Recent  o-t-c  price:  20%.  Includ- 
ing a  S13  million  pre-offering  di\i- 
dend,  Reynolds  and  its  foundation 
walked  away  with  S55  million.  WTieat 
First  let  Goldman  in  on  the  under- 
writing syndication. 

-William  P.  B.\rrett  ^ 


YOU 

CAN'T  GET  AWAY 

FROM  US. 

No  matter  where  in  ttie 

world  you  need  business  insurance, 

The  Honne  can  help. 

Because  business  is  getting  more  and  more  international,  so  is  The  Home  Insurance 

Company.  We're  now  an  integral  part  of  the  Trygg-Hansa  SPP  Group,  one  of 

Europe's  leading  insurers.  And  we  have  agreements  with  major  insurers  around  the 

world.  The  result  is,  one  Home  underwriter  can  handle  virtually  gli  your  property-casualty 

insurance  in  most  of  the  world's  key  markets.  Ask  your  agent  or  broker. 

Home  Insurance 

OLD  PROS  ON  A  NEW  TEAM 


KtAUtKS  SAY 


To  get  a  good  idea 
of  what  a  great 
idea  we  have 
in  Image 
Watches, 
paste  your 
color  logo 
here. 

IMAGE  WATCH' 
IS  a  regislercd  liademark 


OR  EVEN  BETTER... 

SEND  US  YOUR 
COLOR  LOGO 

(Any  size  letterhead,  business  card  or  linished  logo  design 
which  need  not  be  returned  ) 

along  with  $14.50*  each 

(Specijl '  1  Ptice  Inlroduclorv  OHer) 

and  we'll  rush  you  a  personalized  working 
quartz  vidizh  sample  as  our  convincer! 

Your  company  logo  in  full  color  on  the  dial  of  a 
deluxe,  water-resistant  wristwatch.  ISKGoldplated 
case,  water-resistant  leatherstrap,  battery  powered 
quarlz  movement  witfi  a  3-year  limited  warranty. 
Other  models  as  low  as  $10  per  watch. 

*  lax  and  shipping  included  IL  ml  2  samples  pel  company  ©  $U  50  each) 

IMAGE  WATCHES,"  INC. 

Attn  Mr  Rado 
400  S.  Atlantic  Blvd.,  Suite  302  •  Monterey  Park.  CA  91754 
(213)  726-8050  •  (800)  344-8050 

LOGO  WATCH  LEADER  FOR  OVER  10  YEARS 

~   IMAGE  WATCNES.'INC  All  Rights  RestrvM 


I  Unconditional  Money  Back  Guarantee  i 


1-800-888-9896 

(all 

FORBES  SUBSCRIBER 
SERVICE 

i\)  C'ii.uiiic  Your  Address  Or 

Order  A  New  Subscription 

(.■\IUn\  4  0  weeks  tor  .-XJifress  C'hani^e. 

^lease  >.)iiote  siiliserilHT  niimluT  on  .iifJress  i.\lxl 

(>l'ni.ij;a/ine.) 

or ... 

mail  tliis  ei>upoii 
with  current  address  label. 


Name 


New  .\dilre,ss . 


C'iiv 


.State 


Zip. 


JA9X41 


NEW  SUBSCRIPTION 


n  1  Year  (27  issues)  S52 
n  3  Years  (81  issues)  SI 04 
In  Canada.  1  year  S*>0  (an 
Intein.\tiiinal.  add  So"  to  I'  S  annual  rate 
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P.O.  lUi\  UU)4S 
Pes  Moines,  lA  .S0340-IX)48 


Harmful  consequences 

Sir:  I,  like  many  others,  have  adapted 
my  business  so  that  I  have  no  need  to 
hire  more  than  the  absolute  minimum 
of  employees  ("The  civil  rights  tax," 
Apr.  13).  I  hope  that  the  unemployed 
realize  that  many  of  them  are  unem- 
ployed due  to  the  actions  of  a  govern- 
ment or  union  representative  claim- 
ing to  "protect"  them. 
-ROBHRT  W.  Ol.S()N  Jr. 
Attorney  at  Law 
Santa  Barbara,  Calif. 

Same  wavelength 

Sir:  Major  institutions  which  are  the 
primary  investors  in  commercial 
properties  have  long-term  investment 
horizons  ("Bottom,  bottom,  where's 
the  bottom?"  Mar.  16).  Today  you 
will  not  find  any  of  these  investors 
willing  to  sell  their  properties  at  a  10% 
cash-yield  level  for  the  same  reasons 
that  they  do  not  expect  to  buy  quality 
real  estate  at  that  level.  Therefore,  we 
think  market  expectations  are  very 
close  to  most  of  today's  real  estate 
values. 

-Khnnf.th  M.  Campia 
President 

La  Salle  Advisors  Limited 
Chieaffo,  111. 


Primum  non  nocere 

Sir:  Re  "Dead  but  tair"  (Mar.  16). 

Michael    Novak    equates    socialistic 

medicine  w  ith  death.  DtKtors  all  over 

the  worki  have  a  creetl  to  promote 

human  life  and  not  kill. 

-DoNAi.n  L.  Chapnun 

President 

Portfolio  Management,  Inc. 

Mesa,  Ariz. 

BuU-ish 

Sir:  Re  "Hull?  or  albatross?"  (.Mar. 
30).  Ciroupe  Bull,  only  a  "national 
champion"?  Not  at  all.  In  tact,  more 
than  65%  of  Bull's  revenues  are  nener 
atc<f  outside  France.  Had  you  asked, 
you  would  have  discovered  that  Bull 
ranks  high  in  customer  satisfaciitni. 
.\nd  you  would  have  disctncrcd  that 
on  a  pr(Hlucti\ity  per  employee  basis 
Bull  ranks  in  the  top  tier  of  the  ii 
industr>'.  Chief  Kxccutivc  Francis  Lo- 
rent/  is  leading  Bull's  transformation 
with  single  minded  purpose   to  sciac 


customers  in  the  1990s  and  bqrof 

with  IT  solutions  that  address  tht 

business  needs. 

-Patrick  Marx  i 

Groupe  Bull 

Paris,  France 
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Legal  interpretations 

Sir:  Re  "Accomplices"   (Mar.  3( 
Why  do  we  have  a  Supreme  Court 
all?  It  seems  that  Dr.  Sowell  would 
content  with  rote  opinions  render 
by  a  rubber  stamp  from  the  Govcr. 
ment  Printing  Office. 
-Joky  Tr.\nchina 
Executive  Director 
The  Liberty  Lea^fue 
San  Mateo,  Calif. 


Plain  bad  luck 

Sir:  To  us  the  Moorings  has  bee  ' 
outstanding  in  every  way  ( "No  fiin  o 
the  Caribbean,"  Apr.  13).  At  the  crt  f 


Shipshape  in  Tortola? 


of  each  charter  they  request  that 
form  be  tilled  out  about  the  conditio 
of  the  boat  and  the  service  receiver 
Ytnir  writer's  experience  is  to  me  a 
anomaly,  based  on  our  experience. 
-RobfrtW.  Mabbs 
Bataria,  III. 

Tough  decision 

Sir:  Rather  than  harming  clients,  ou 
ditVicuIt  but  toresighted  decision  t« 
reduce  di\idends  has  increa.sed  thi 
company's  financial  strength,  and  ha 
helped  to  ensure  its  future  stabilirs-  tb 
the  benetit  ol  our  clients  ("Doinj 

Forbes  "Mav  II,  1*^^. 


|ll  and  loving  it,"  Apr.  13).  Further- 

)re,  Connecticut  Mutual's  policy 
always  been  to  communicate  our 
lidons  clearly  and  honesdy  to  agents 
Id  clients. 

)ONALD  H.  Pond  Jr. 

ecutive  Vice  President 

mnecticut  Mutual 
lariford,  Conn. 


theap  is  good 


fR:  Re  "Oh  no!  Here  they  go  again" 
^act  and  Comment,  Apr.  13). 
|heapening  the  yen  in  the  Eighties 
;lped  the  Japanese  to  capture  the 
IS.  market.  Cheapening  the  U.S. 
)llar  will  help  us  compete. 

Jules  Csaszi 
ike  Worth,  Fla. 

Correal 

HR:  Re  "Pugnacious  Pat  imperils 
respects  for  prosperity  and  peace" 
Fact  and  Comment,  Mar.  30).  Pat 
uchanan  represents  not  a  protest 
ote  but  what  the  Republican  Party 
epresented  in  1980,  1984  and  will 
epresent  in  1996. 
-Michael  Rosenthal 
Jwflt/  Gables,  Fla. 

Dillon,  Read 

Sir:  An  anecdote  among  your  ques- 
tions in  "My  Story — Michael  Mil- 
ken" (Mar.  16)  inaccurately  portrays 
)illon.  Read  as  the  underwriter  of  an 
ffering  of  DynCorp  preferred  stock. 
I-Edward  B.  Whitney 
I  Mana^iin^  Director 
Dillon,  Read  &  Co.  Inc. 
New  York,  N.T. 

Dillon,  Read  did  not  underwrite  the 
issue  but  did  issue  a  fairness  report  on 
the  leveraged  buyout  which  created  the 
preferred  shares.-ED. 

Still  around 

Sir:  The  article  states  that  the  Pipe 
Fabrication  Institute  is  a  "defiinct 
organization."  This  is  untrue  ("Bent 
pipe,"  Mar.  30).  pfi  has  been  in  exis- 
tence since  1913. 
-Loren  Tornatore 
Chairman,  Board  of  Directors 
Pipe  Fabrication  Institute 
Sprin^dale,  Pa. 
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Do  your  assets  belong  ai  J.nMorpiii? 

For  more  than  150  years,  we  have 
protected  and  helpcni  to  grow  the  wealth 
and  lioldings  of  privately  held  companies 
and  individuals  who  demand  the  level  of 
trust  found  at  J.  P  Morgan. 

The  security  of  our  clients'  assets  is 
supported  by  the  integrity  of  our  people, 
the  quality  of  our  advice,  and  the  capital 
strength  of  our  firm. 

For  information  on  private  banking 
for  assets  of  $5  million  or  more,  contact 
Richard  B.  Jones,  Vice  President, 
J.P  Morgan  California,  at  (213)  489-9354. 


Private  Banking  in  (California 


J  P  Morgan 


Private  l>atikiiiii  l(Maiii>M>  iii  New  ^(llk.  \\  iliniiiizliiii.  Del.. 
Palm  Uracil.  I  .os  \tiurlcs.  San  I- raiicisni.  UiiisscU.  I' raiikrntl. 
liOiulon.  Madrid.  Milan.  Nassan.  Paris.  C<MH'\a.  /nruli. 
I  loi)^  Kong.  Sin<;a|M)n-.  and  I  ok\t> 


©  I'l'f'J  J  I'  Mi>ri;iiii  iVc  ( '<>  liK-nqmnilnl.  (uin-iil  nf  Mor^iiii  ( •luiniiiix 
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To  those  loyal  to  the  Camry  name, 
the  XLE  V6  Sedan  with  185  horse- 
power will  no  doubt  be  seen  as  Toyota's 
way  of  saying  a  quick  (yet  well  man- 
nered) thank  you. 
Luxury  appoint- 
ments abound:  7-way 
adjustable  power 
driver's  seat;  power 
glass  moonroof ;  air 
conditioning;  power  windows,  door 


locks  and  dual  outside 
mirrors  are  all  stan- 
dard. Elect  the  optional 
leather  trim  interior, 
premium  CD 
player  and  Anti- 
lock  Brake  System  (ABS), 
and  even  versus  the  com- 
petition the  XLE's  bottom 
line  still  resides  in  the  tem- 
perate zone.  Remember,  we  said 


no  disappointments. 

For  years  in  name 
alone  Camry  has  been  as 
close  to  a  model  of  perfec-,| 
tion  as  you  could  hope  to 
own.  Now  with  its  all-nev^  I 
sporty  elegance,  roomier  interior, 
quieter  ride,  and  standard  driver- 
side  air  bag' complemented  by  the 
XLE's  extra  luxury  you  truly  have 
an  embarrassment  of  riches. 


Appointments,  no  disappointments. 

tee  camry  xle  v6. 


The  extra  luxury  edition  camry 

We  just  couldnt  pftyp  well  enough  alone. 


>^Mn 


Cill  1-8()0(;()'R)VX)TA  forahitictiuiviUKlKtcationol  v(uiriu';iivsi  diMln. 
'.'Mways  use  your  sratbi'll.  l)i  iwrsidc  air  ban  is  a  supplonu'iUal  n'siraml  sysiom. 
Hucklc  I  '|)!  Do  it  for  those  who  low  ym\.  ©  IIR'  'loyola  Motor  Sales,  l'.S..\.,  Im-. 


^ith  all  thy  getting  get  understanding" 


act  and  Comment 


Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


MAJOR  MESSAGE 


DhMOCRATS  AND  REPUBLICANS  should  take  to  heart  the 
ig  lesson  of  the  recent  British  election:  Taxes  are  the 

ajor  issue. 

Britain  is  in  the  midst  of  its  most  protracted  reces- 
lon   in   60   years.    Unemployment   is   going   up^.    No 
t^covery  is  in   sight.   The   Tories  have 
Ken  in  power  13  years.  The  public  was 
'ching  for  change. 

Yet  Prime  Minister  Major  pulled  the 
conservatives  to  a  stunning  win  by  ham- 
mering the  opposition  Labor  Party  on 
axes.  Labor  had  unveiled  a  plan  similar  in 
.pirit  to  the  Democrats' — boosting  levies 
jn  the  "rich"  to  make  the  tax  code  "fair- 
:r."  Major,  by  contrast,  had  just  reduced     John  M^or  Best  politico  indeed 


income  levies  and  hinted  more  cuts  were  in  the  offing. 

Republicans  shouldn't  count  on  politically  sam'  Clin- 
ton's continuing  to  embrace  a  {Xjlitically  toxic  tax  package. 
Even  if  he  does,  Perot  might  not,  in  which  case  George 
Bush  could  be  defeated  in  Texas  and  other  must-win  states. 
Bush's  breach  of  his  "read  my  lips" 
pledge  need  not  be   fatal  if  he  either 
pushes   hard    for   reductions   in    capital 
gains  and  Social  Securit\'  levies  or  em- 
braces   the    flat    tax.    Otherwise,    in    a 
reversal  of  a  quarter-century  trend.  Re- 
publicans could  make  impressive  gains 
in    Congress    while    losing    the    White 
House.    Incumbency   is   an    albatross — 
unless  you  are  smart  a  la  Major. 


IGNORANT 

Russia  goes  under  the  care  of  the  IMF.  The  trouble  is, 
he  IMF  truly  doesn't  know  what  to  do  in  this  unprece- 
dented situation. 

Moscow  is  being  told  to  control  the  money  supply,  to 
reduce  its  budget  deficit  by  boosting  taxes  and  to  bring 
cnergN'  prices  up  to  world  levels.  If  Russia  follows  this 
rescription,  the  IMF  and  Western  countries  will  dole  out 
money  to  shore  up  the  ruble  and  pay  for  imports. 

The  order  is  backwards.  The  ruble  must  be  saved  first 
or  the  economy  won't  recover.  Raising  energy  prices  now 
will  bankrupt  every  enterprise.  The  increased  costs  will 
exceed  most  people's  current  monthly  salaries.  And  do 
>  ou  apply  more  austerity  to  a  countrv'  where  the  average 
monthly  wage  is,  at  current  exchange  rates,  around  $10? 

Moreover,  the  IMF  doesn't  grasp  that  if  the  currency  is 
salvaged  the  money  supply  must  be  increased  to  facilitate 
commerce.  That's  why  the  money  supply  exploded  after 


DOCTORS 

Germany  curtailed  its  catastrophic  inflation  of  the  early 
1920s.  Instead  of  getting  rid  of  money,  people  were 
willing  to  hold  it.  Resurrecting  the  ruble  is  not  nearly  as 
difficult  as  hand- wringers  dread.  As  the  economic  con- 
sulting firm  Polyconomics  has  noted,  the  current  ruble/ 
dollar  ratio  reflects  fears  of  fiiture  inflation.  For  perishable 
items  such  as  tomatoes,  the  implied  ruble/dollar  rate  is 
around  1 1  to  1  instead  of  the  market  exchange  rate  of 
more  than  100  to  1 .  Moscow  could  issue  five-year  bonds 
promising  a  dollar-to-ruble  rate  of  1 1  to  I,  using  as 
collateral  either  state -owned  assets  or  money  invested 
from  the  IMF  or  Western  countries.  If  those  bonds  were 
issued,  the  ruble  would  soar  in  value. 

Russia's  too  high  taxes  must  also  be  cut. 

Russia  may  soon  realize  that  it  can  work  more  easily 
and  fruitfiilly  with  innovative  private  Western  bankers 
than  with  the  IMF  or  Washington. 


WHAT  IS  REMARKABLE 


about  Japan's  stock  market  crash  is  how  little  fallout 
around  the  globe  there  has  been  from  it.  One  could 
count  on  a  couple  of  fingers  the  financial  market 
collapses  on  the  scale  of  this  one.  The  Nikkei  Dow 
Jones  has  lost  55%  of  its  value.  That  translates  into 
money  losses  exceeding  $2  trillion. 

Both  the  stock  market  and  real  estate  bubbles  were 
the  result  of  excessive  anticonsumer  economic  regula- 


tion. U.S.  laws  are  accused  of  an  anti-in\cstmcnt  bias. 
The  opposite  is  true  of  Japan.  Japan's  booming  econo- 
my created  mountains  of  excessive  capital;  its  penersc 
land-use  laws,  restrictions  on  building  large  buildings 
in  Tokyo  and  elsewhere,  obstacles  to  setting  up  new 
businesses,  retail  laws  preventing  efficient.  Western - 
st>'le  stores,  etc.,  all  artificially  boosted  stcK'ks  and 
real   estate   by   making   it   difficult    for   much   of  that 
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money  to  find  other,  natural  outlets.  Companies  are 
not  encouraged  to  pay  workers  or  managers  well. 
Personal  incomes  are  crimped.  Prices  are  high,  and  the 
array  of  consumer  goods  available  is  limited,  by  Ameri- 
can retail  standards. 
.The  collapses,  combined  with  major  political  scandals, 


may  create  an  environment  where  Japan's  markets  will  t 
more  open  and  less  regulated  and  where  consumers  wi 
be  given  more  income  and  more  choices  on  which  t] 
spend   their   money.    If  these   changes   come   to   pal 
(through  regulatory  and  tax  reform),  Japan's  econoirj 
will  perform  impressively. 


WRONG  REACTION 


The  popping  of  Japan's  financial  and  realty  bubbles  has 
brought  a  recession.  Consumers  are  tightening  their 
belts.  No  surprise,  then,  that  imports  are  faltering,  which, 
in  turn,  means  that  Japan's  trade  surplus  is  burgeoning.  If 


the  U.S.  responds  with  protectionism,  the  consequence | 
will  be  deadly.  American  protectionism  in  1929-30  crea' 
ed  a  global  depression  and  a  second  world  war.  Forti 
nately,  voters  are  wiser  on  this  issue  than  many  politico 


FLAT  FARE 

American  Airlines'  immensely  capable  CEO,  Bob  Crandall,  is 
righdy  winning  kudos  for  simplifying  that  un- understandable  array  of 
airfares.  He  cut  his  carrier's  16  fare  categories  down  to  4  and  sharply 
reduced  prices  as  well,  particularly  for  business  travelers.  The  industry 
quickly  followed  suit.  The  combination  of  simplicit\',  fairness  and 
price  cuts  will  stimulate  more  business. 

His  example  should  not  be  lost  on  our  Washington  polidcos  with 
regard  to  our  infinitely  more  complex,  complicated,  ambiguous, 
beyond-human-understanding  tax  code.  A  flat  tax  will  stimulate  the 
economy  the  way  Crandall's  fare  version  will  help  our  air  carriers. 

TWO  MEDIA  MISTAKES— AND  A  FABULOUS  SUCCESS 


Mugged  by  the  press. 


ABC  TV's  first-rate  news  division  stumbled 
with  its  sensational  stories  about  Jerry 
Brown's  alleged  drug  parties  when  he  was 
California's  Chief  Executive.  What  justifica- 
tion is  there  for  using  hooded  sources  for 
allegations  like  these.>  The  sources  aren't  vic- 
tims of  rape,  nor  are  they  targets  for  a  mobster 
rubout.  If  promised  anonymity,  certain  indi- 
viduals will  say  anything. 

Another  black  eye  for  the  Fourth  Estate 
was   delivered   by    USA    Today's   revelation 
that  onetime   tennis  star  Arthur  Ashe  has 
AIDS.  The  paper  used  a  reporter  who  was  a  personal 
friend  of  Ashe's  to  confront  him  with  the  rumor.  What 
was  the  purpose  of  this  invasion  of  privacy.^  Ashe  is 
retired.  He  wasn't  up  for  a  Cabinet  post.  He  wasn't 

DO  WE  SINCERELY 

The  Seven  Fat  Years— by  Robert  L.  Bartley  (The  Free 
Press,  $22.95).  One  of  the  most  important  books  of  the 
year,  if  not  the  decade.  A  number  of  political  and  media 
mavens  are  using  the  current  recession  to  discredit  the 
1980s  as  a  decade  of  greed  and  flimsy  prosperity.  Wall 
Street  Journal  editor  Bartley  brilliantly  demolishes  these 
myths  and  lays  out  the  truth:  Our  longest 
peacetime  economic  expansion  was  no  accident, 
was  soundly  based  and  brought  unprecedented 
prosperit)'  to  almost  all  Americans.  He  chronicles 
the  policies  that  made  this  boom  possible  and 
how  their  abandonment  has  brought  our  current 
woes.  This  is  important  to  understand:  Moving 
away  from  Reagan's  economic  programs  ga\e  us 
this  recession — and  has  retarded  our  recover^'. 
Read  this  book.  It  will  be  An  immensely  clatifA' 
ing,  reassuring  educatit)n.  fell  your  Iriends  tt)  dt) 
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running  for  public  office.  What  right  did  th< 
public  have  to  know  of  his  current  conditioi 
if  he  did  not  wish  to  make  it  public? 

On  the  other  hand,  make  an  eflbrt  to  reac 
"East  Germans  Face  Their  Accusers"  by  Stc 
phen  Kinzer  in  the  Apr.  12  issue  of  the  Nru 
York  Times  Magazine.  It  is  a  gripping,  tighd> 
written,  human  interest  piece  on  the  impac 
the  opening  of  secret  police  files  is  ha\ing  on . 
once  Communist,  now  nonexistent  nation 
East  Germans,  now  allowed  to  look  at  tht 
information  their  masters  had  compiled  aboui 

them,  are  learning  who  was  spying  on  them.  The  inform 

ers  included  even  parents  on  their  children.  The  article  i? 

sobering  evidence,  if  any  more  were  needed,  of  how 

Communism  corrupted  the  human  soul. 

WANT  PROSPERITY? 

the  same.  And  your  political  represenrarivcs  as  well.  And 
their  opponents,  tcK).  i\las,  there  will  be  a  number  ot 
obseners  who  will  want  this  Uxik  to  di.s.ipjx\\r  without 
notice.  Don't  let  tliem  ciMtsign  it  to  the  memor\  hole. 
Excerpt:  Tlic  keys  tojjrowth  are  evident.  Keep  taxes  low, 
especially  the  wanvual  rate  of  taxation.  Keep  spending 
under  some  control.  Keep  the  cunency  stable. 
Keep  markets  open.  Do  not  censor  price  move- 
ments, a  form  of  communication.  Seek  free  e.\- 
chanac  over  the  broadest  section  of  the  world.  iM 
entrepreneurs  compete.  We  always  knew  these 
an.fwers;  somehow  durina  the  Seven  Fat  Tears  we 
mananed  to  practice  them  better  than  we  usually 
do.  If  America  wants  another  Seven  Fat  Tears, 
it  will  have  them.  Ilje  policies  worked,  but  .fo  far 
have  been  judncd  a  failure,  particularly  by  the 
most  articulate  sectors  of  society.  ^ 
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Tbm  Cronin  would  rather  focus  on 
langing-ten  than  hanging  tough  in  the  Market 


The  feeling  is  mutu 


For  all  of  you  who  would  really  rather  spend  your  time  living  than  investing, 
the  Selected  family  of  no-load  mutual  funds  can  help. 

You  see,  with  professionals  managing  your  investments,  you  save  time.  And 
without  any  sales  charges,  you  also  save  money  So  call  toll-free  for  our  prospectus 
with  more  complete  information,  including  management  and  12b- 1  fees  and 
expenses,  and  please  be  sure  to  read  it  carefully  before  you  invest. 

The  Selected  Funds.  Todays  simple  way  to  invest. 


For  people  \vhod  rather 
invest  money  than  time 


CALL 
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The  KX-  P2124,  a  24-pin  with  A  TM*  and  color  option. 


A  few  dot- matrix  printers 
offer  you  scalable  fonts. 

A  few,  color.  But  no  other 
printer  offers  you  scalable 
fonts. ..color.. .and  Panasonic' 
Quiet  Technology. 

PutourKX-P2124and 
2123  to  work  and 
you'll  get  the 
flexibility  of  Adobe] 
Type  Manager' 
and  scalable 
fonts. ..you'll  add 
drama  to  your 
documents  with 
our  optional  color  kit. ..and 
you'll  hear  very  little,  indeed. 

Put  any  of  our  other 
Quiet  Technology  printers  to 
^iiiM^%M  work  and 

OPTION  accom- 
plish whatever  your  needs. 

From  our  2123,  a  budget- 
minded  24-pin  with  Adobe 
Type  Manager*  and  optional 


color.. .to  our  2624  wide- 
carriage  business  printer  with 
ATM*,...to  our  9-pin  2180  with 
6  near  letter  quality  fonts  and 
optional  color. 

All  with  the  kind  of  features 
that  made  Panasonic  pnnters 
the  leaders  of  the  industry. 
Such  as  multiple  paper  paths, 
EZ  '  Set  control  panels,  and  a 
two-year  limited  warranty  on 
parts  and  labor*. 

The  Panasonic  2000 
Series  Quiet  Technology 
Pnnters. 

Call  us  for  more  informa- 
tion: 1-800-742-8086.  Or  visit 
your  Panasonic  dealer. 

^See  your  dealer  for  warranty  details. 

*  ATM  and  Mobe  Type  Manager  are  regis- 
tered trademarks  of  Adobe 
Available  on  selected  pnnters  only 


OfKE  YOU'VE  TRIED  OUR 

QUIET  TKHNOIOGY  PRIKTERS, 

YOU'U  NEVER  SETOE  FOR 

ANYTHING  LESS. 


The  KX-P2123,  a  24-pin  witn  A  ii'v! '  ano  ^uiuf  option. 


The  KX-P2180,  a  9-pin  with  color  option.  A  TM'  not  available. 
■ —  ^- 


The  KX-P2624,  a  24- pin  with  ATM'.  Color  option  not  available. 


Otheir  Comments 


What's  My  Line? 

In  Washington  the  first  question 
asked  at  most  gatherings  is  "Who  are 
you  with?" —  or,  if  not  that,  then, 
"What  do  you  do?"  Washingtonians 
are  comfortable  neither  with  them- 
selves nor  with  one  another  until 
their  relative  positions  are  fixed. 
-Up  for  Grabs,  by  John  Rothchild 

Holding  Oui*  Own 

Remember  the  warnings  two  years 
ago?  The  feverishly  speculative  Japa- 
nese stock  and  real  estate  markets 
seemed  about  to  crash.  When  they 
did,  experts  warned,  they  would  suck 
the  U.S.  stock  and  bond  markets  into 
the  vortex,  unraveling  the  world  eco- 
nomic order  and  creating  chaos. 

Looking  back,  it  was  the  stuflf  of 
Japanese  science  fiction  movies.  Ma- 
jor U.S.  stock  indexes  have  rolled  to 
new  highs  in  those  two  years,  and  the 
U.S.  economy  now  seems  headed  to- 
ward a  modest  recovery.  "When  the 
Japanese  market  was  going  up,  it 
didn't  pull  the  U.S.  market  up,  so  it 
didn't  follow  that  just  because  it  was 
going  down,  it  would  drag  the  U.S. 
market  down,"  says  Charles  Clough, 
chief  market  strategist  at  Merrill 
Lynch  &  Co.  "It  was  conjecture  with 


no  basis  in  reality  whatsoever." 

The  Japanese  stock  and  real  estate 
markets  didn't  crash;  they  staged  an 
orderly,  albeit  deep,  retreat.  Japanese 
capital  did,  in  fact,  flow  away  from  U.S. 
financial  markets  in  1990,  but  not 
nearly  to  the  extent  predicted.  "On 
the  surface,  the  arguments  about  Ja- 
pan looked  correct  because  they  were 
such  visible  buyers  of  U.S.  assets," 
says  Suresh  Bhirud  of  Bhirud  Asso- 
ciates, a  strategy  and  money- manage- 
ment firm.  "But  what  people  didn't 
realize  was  that  domestic  investors 
would  more  than  take  up  the  slack." 
-Douglas  R.  Sease,  Quentin  Hardy, 
Wall  Street  Journal 

Sii]*prise,  Surprise 

Americans  are  suckers  for  items  im- 
ported from  abroad.  Though  the  im- 
port may  be  no  better  than  the  domes- 
tic version,  it  seems  so  for  having  been 
sent  from  far  places. 

A  New  York  woman  who  visited 
Switzerland  recendy  discovered  that 
import  chic  is  not  limited  to  Ameri- 
cans. She  went  to  a  department  store 
in  Basel  thinking  it  would  be  the  ideal 
place  to  buy  a  Swiss  Army  knife  at  a 
favorable  price.  She  got  two  surprises. 
The  first  was  that  the  store  did  not  sell 


any  of  those  famous  red- handled  dc 
vices,  thick  with  blades  for  every  imag 
inable  purpose.  The  second  surpris* 
was  what  the  store  was  selling  in) 
stead — a  black-handled  device,  thiclj 
with  blades  and  emblazoned  in  bole 
white  letters,  "U.S.  ARMY  KNIFE.' 
-New  York  Times 


I  have  come  to  the  con- 
clusion that  politics  is  too 
serious  a  matter  to  be  left 
to  the  politicians. 

-Charles  de  Gaulle,  Great  \ 
Quotes  from  Great  Leaders, 
by  Peggy  Anderson 

It's  Time  for  Some  Dignil 

To  SAY  Arthur  Ashe  is  a  public  figure 
and  thus  fair  game  for  such  intensive 
news  coverage  ignores  that  even  celcb-l 
rity  rape  victims  are  afforded  anonym -I 
ity  by  this  and  most  other  newspapers| 
And  for  ABC  to  air  allegations  against 
Jerry  Brown  that  are  supported  only  by 
those  who  secredy  allege  his  miscon- 
duct— but  publicly  refijted  by  some  ( 
his  closest  friends  and  harshest  foes- 
is  to  plunge  journalism  into  the  swam{ 
where  the  tabloids  dwell. 
-DeW.^^-ne  Wickh.\m,  USA  Today 


Dog  Daze 


"Sometimes  I'm  sorry  I  ever  ran  away  with  you 


With  his  wife  and  sons  away.  Budget] 
Director  Richard  Darman  was  left  in  I 
charge  of  Gofer,  the  family's  goldenj 
retriever.  But  when  Darman  returned 
home  one  day  recendy,  the  dog  was] 
nowhere  to  be  found.  As  the  panicky 
Darman  began  wondering  ho\N   hej 
would  explain  it  to  his  tamily,  the 
phone  rang.  A  voice  told  him:  "I  have 
your  dog."  Much  relieved,  the  budget 
director  asked  where  the  dog  had  been  i 
and  was  surp"»rised  to  learn  that  Gofer  I 
had  gotten  Kxvse  and  followed  a  jogger  | 
for  a  mile  and  a  half  dms  n  the  road .  The 
caller,  who  identified   himself  as  a 
Secret  Service  agent,  then  revealed  the 
name  of  the  jogger  the  dog  had  been 
trailing:  Patrick  Buchanan, 
-edited  by  Chari  f.s  Ffn^aesi, 
U.S.  News  <}r  World  Report         ^ 
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Enjoy  inflight  service  even  other  airlines  talk  about  on  our  daily  nonstop  flights  from  San  Francisco 
to  Hong  Kong  and  from  Los  Angeles  to  Tokyo.  We  also  fly  four  times  weekly  from  Los  Angeles  to  Taipei. 
All  our  flights  continue  on  to  Singapore,  where  we  offer  convenient  connections  to  major  cities 
throughout  Southeast  Asia.  While  we  fly  across  the  Pacific  on  the  worlds  youngest. 

A  great  way  to  f  l\ 

most  modem  fleet,  we  still  believe  in  the  romance  of  travel.  SinCAPORE  AIRLlhES 
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Mercedes-Benz  has  bee 
longer  than  some  makei 


I 


A  survey  of  transactions  over  the 


A  record  of  resale  consistency     demonstration  of  retained  value. 


ten  model  years  from  1980  to  1989     compiled  not  by  this  or  that  spe- 


others  respond  as  best  they  can- 


shows  that,  as  a  line,  Mercedes- 
Benz  cars  have  retained  a  higher 

percentage  of  their  value  than  any     but  over  an  entire  decade, 
other  make*  Period.  .\i;ainst   this  overwhelming 


cific  model,  but  by  an  entire  line,     usually  by  ballyhooing  the  occa- 
Not  for  six  months,  not  tor  a  vear,      sional  isolated  short -let  in  loale 

achievement. 

It  should  bo  no  surprise  that 


'Urhiin  Science  AppllcJtions.  Inc..  I442.  ItiisrJ  on  analvti^  nl' rr«iilc  JjIj  lor  c<r«  in  continuous  prviciudion,  1480- IV84. 


uilding  resale  records 
ave  been  building  cars. 

no  maker  can  offer  as  much  long-  mobile  values-so  successfully  that  Mercedes-Benz  resale  value  and  the 

term  proof  of  retained  value  as  they  have  more  stubbornly  held  engineering  integrity  behind  it,  call 

Mercedes-Benz.  The  maker  that  ig-  their  value  over  time  better  than  1-800-232-7474  toll  free  anytime, 

nores  fleeting  fashion  and  passing  any  other  make  sold  in  America.  /     A 

trends.  That  stubbornly  engineers      Domestic  or  imported.  ■  v x 

ENGINEERED  LIKE  NO  OTHER 
every  car  to  uphold  enduring  auto-  For    more    information    on  CAR  IN  THE  WORLD 


O  l««2  MEMCEDES-KNZ  OF  N.A..  INC..  MOhTTVALE,  N  J. 
ME.VIBEIt  OF  THE  DAIMLER  BENZ  CROIT 


OK,  LetJsget  down  to  business.  24  hours.  That's  all  we  get.  And  still  for  some,  it's  just  not  enough.  Now  of  course,  v1 


at  GTE  don't  presume  to  tell  you  how  to  spend  your  time.  Just  how  to  save  it.  The  way  we  see  it,  the  phone  is  the  shorte 
distance  between  a  problem  and  a  solution.  Unlike  a  memo  or  business  letter,  it  allows  you  to  deal  with  problen 
immediately.  And  get  results  immediately.  Compared  to  a  personal  sales  call,  it  not  only  can  save  you  a  bundle  ( 
time,  but  a  bundle  of  that  other  precious  commodity.  It  lets  you  sell  faster.  Distribute  faster.  Collect  money  faster.  Go  t 


lunch  faster.  See  your  front  door  faster.  Need  we  go  on? 


Make  the  call. 


Because  after  all.  it's  about  time.  Isn't  ii 


If  time  is  money, 


QD 


THE  POWER  IS  ON 


ommentairy 

events  at  home  and  abroad 

Caspar  W.  Weinberger,  Publisher 


ARGENTINA  TURNS  AROUND 


President  Menem  tells  us  how  Argentina  did  it. 


HEN  A  COUNTRY  with  monthly  hyperinflation  of  200% 
1  1989  reduces  it  to  63%  for  the  1989-90  period,  and  by 

;bruar\'   1992  brings  down  monthly  consumer  price 

flation  to  2.2%  and  monthly  wholesale  price  inflation  to 

3%,  that  country  must  be  doing  something  right. 

The  cou  ntr\'  is  Argentina — and  they  are  doing  much  that 

right.  On  a  recent  trip  to  Argentina  Christopher  Forbes 

nd  I  talked  with  President  Carlos  Saul  Menem,  Foreign 

tfairs  Minister  Guido  Di  Telia,  Vice  Economic  Minister 

arlos  Sanchez  and  Tourism  Minister  Francisco  Mayorga 

iid  learned  how  they  did  it. 

When  President  Menem  took  ^^^^^^^"^"^^ 
>tfice  in  1989,  there  was  a  great 
deal  more  wrong  in  i-\rgentina  than 
lyperinflation:  Producrivity  was 
ow;  tax  evasion  and  avoidance 
M*:re  astronomically  high;  borrow- 
ing interest  rates  were  56.7%  per 
month  in  1989-90  (they  are  now 
3%);  capital  was  flowing  out;  the 
countn.'  had  more  than  S30  billion 
in  commercial  debt;  the  currency 
was  virtually  worthless;  and  unem- 
ployment was  around  7%  (it  is  now  about  5.3%). 

In  fact,  so  much  was  so  bad  that  a  national  consensus 
supported  the  drastic  changes  the  Menem  administration 
formulated  and  put  into  effect. 

First,  Argentina's  government  returned  to  respectabil- 
it)',  democracy  and  responsibilit)'.  The  1853  Constitution 
IS  again  in  effect,  and  the  militar\'  no  longer  tries  to  run  the 
countrx'.  Second,  the  government  is  wedded  to  free  mar- 
kets, substantially  reduced  government  activity',  responsi- 
ble w  age  policies  and  a  stable  currency.  Third,  a  democrat- 
ic Argentina  is  playing  an  active  and  accepted  role  on  the 
world's  stages,  cooperating  with  those  countries  that  seek 
peace  and  freedom.  Argentina  reestablished  diplomatic 
relations  with  the  United  Kingdom  after  giving  up  all 
attempts  to  retake  the  Falkland  Islands  by  military  force. 
Also,  Argentina  was  the  only  country-  in  the  region  to  send 
militan-  forces  to  the  Gulf  to  help  defeat  Iraq. 

In  short,  political  stabilit\',  the  underpinning  of  all 
governmental  success,  has  been  achieved. 

We  were  with  Menem  the  day  Argentina  was  accepted 
into  the  Brady  Plan  by  agreements  that  will  reduce 
Argentina's  $31  billion  commercial  debt  by  S 1 0  billion  and 


1 


restructure  payment  of  the  remaining  debt  over  the  next  30 
years.  This  is  a  great  step  toward  reftirbishing  Argentina's 
credit  and  borrowing  power  on  the  world's  markets. 

The  decision  to  privatize  by  year's  end  virtually  all 
state-owned  industries,  including  energ\'  and  oil  produc- 
tion, utilities,  railroads,  defense  industries  and  even  the 
post  office,  has  brought  substantial  revenues  to  the  gov- 
ernment and,  of  course,  decreased  government  spending. 
Privatization  has  also  attracted  foreign  capital  bidding  to 
buy  the  old  public  industries.  Tourism  has  increased 

steadily;    in     1991     there     were 
^^^^^^^^^^^     2,870,000  visitors,  compared  with 

less  than  half  that  in  1982. 

And  because  these  welcome 
changes  in  economic  and  foreign 
polic\'  have  resulted  in  substantially 
increased  economic  activit}'  (in- 
dustrial production  increased  1 8% 
in  nine  months),  unemployment 
has  fallen,  despite  the  fact  that  by 
the  end  of  1992  there  will  be  nearly 
160,000  fewer  government  jobs. 
An  important  factor  in  all  this  is 
the  government's  policy  that  wage  increases  above  basic 
rates  must  be  linked  to  productivity'  increases.  Indexation, 
which  turns  the  wheels  of  inflation,  is  prohibited.  Govern- 
ment control  of  wages  is  being  relaxed  quickly.  Controls 
on  prices,  interest  rates  and  exchanges  have  all  been 
eliminated,  as  has  a  network  of  government  subsidies. 

Also  significant  are  Argentina's  reliance  on  the  value- 
added  tax  and  its  launching  of  a  major  auditing  and 
punishment  campaign  for  income  tax  evasion,  designed 
to  bring  more  revenue  into  the  treasury'  without  increas- 
ing tax  rates.  Indeed,  total  tax  revenues  ha\e  increased 
nearly  50%  since  1989-90. 

All  of  this  is,  of  course,  ver\  impressive.  The  key  to  this 
success  is  that  conditions  became  so  bad  that  the  people, 
the  legislators  and  most  of  the  politicians  agreed  drastic 
change  was  necessar\-.  Furthermore,  a  leader  appeared 
with  the  understanding  and  political  courage  to  break  the 
old  molds  and  to  try  new  policies  that  had  been  previous- 
ly rejected  by  the  conventional  wisdom. 

There  are  valuable  lessons  here  for  the  republics  of  the 
old  Soviet  Union,  for  Eastern  Europe  and  even  for  some 
countries  in  the  West.  ^ 
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We  found  $200  million  for  one  Fortune  500*company.  And  $32 
million  for  another. 

We're  finding  millions  for  big  companies  and  small  companies.         ^ 
Perhaps  you'd  like  us  to  find  something  for  you.  We  can.  By  applying    li^ 

better  management  to  '■  ^^ 

io, 
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the  purchase  and 
delivery  of  health  care. 

Our  experience  in 
lowering  medical  costs  W 
suggests  that  the  wide 
adoption  of  our  prograrr 
and  techniques  could 
save  American  business 
$30  billion.  Annually. 

Easier  said  than  done 
you  say?  True,  what 
we  have  may  not  be  a 
panacea.  Because  there 
isn't  one.  The  problem  \i 
too  complex  for  that. 

But  what  we  can  ofiFei 
your  company  are 
solutions  that  are  working  right  now  out  in  the  real  world.  Solution' 
that  can  help  you  control  costs  without  sacrificing  the  qualit}^  of  care. 
In  fact,  our  goal  is  to  improve  it 

And  we  can  do  it  in  a  way  that  employees  won't  find  haixi  to  swallov 

Let's  get  started.  You  don't  have  to  leap  into  the  future.  You  can 

take  it  one  step  at  a  time.  Because  we  offer  such  mi  anm'  of  pmduct 


c  ^otdd  you  like  some? 

d  sendees,  we  can  bring  you  along  at  the  pace  that  suits  you. 

Our  health  care  options  include  everything  from  traditional 

demnity  plans  and  preferred  provider  networks  to  HMOs  and  plans 

iit  integrate  our  HMO  and  indemnity  options. 

And  each  one  offers  you  successively  higher  levels  of  cost  controls. 

So,  how  do  we  get  your  employees  on  board? 

The  key  is  flexibility  and  freedom  of  choice.  And  making  sure  that 
iiality  is  not  compromised.  Recently,  for  example,  94%  of  the 
lembers  enrolled  in  our  healthplan  rated  their  physicians  highly. 

Not  a  bad  barometer  of  employee  satisfaction. 

With  our  integrated  health  care  programs,  your  employees  can 
eceive  medical  care  from  physicians  within  an  HMO  network  or  select 
hysicians  from  outside  the  network. 

Gi\ing  them  access  to  the  best  features  of  both  HMO  and  traditional 
fcdemnity  insurance  coverage. 

I  What's  in  it  for  you?  Combining  choice  and  the  kind  of  health  care 
Inanagement  we're  talking  about  helps  you  rein  in  runaway  costs, 
pving  you  greater  administrative  convenience  and  efficiency. 

How  committed  are  we?  So  committed  we  have  created  one  of  the 
nost  extensive  health  care  networks  in  the  country.  Serving  75%  of 
jrban  markets  and  over  2  million  people. 

So  committed  we've  created  the  nation's  leading  provider  of 
employee  life  and  health  benefits. 

So  committed  we  can  help  you  in  everything  from  health  and  dental 
care  to  life  and  disability  plans,  too.  Call  CIGNA  Employee  Benefits 
Companies,  1-800-782-0782. 

And  we'll  show  you  how  to  find  what  every  company  is  looking  for. 

Your  rightful  share  of  $30  billion. 


We  get  paid  for  results! 


CIGNA 
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Concord,  Corvcord  logo.  Delinum  are  registered  trij^- 


The  fine  line  between  .sculpture  and  eni^ineerin^. 
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EDITED  BY  HOWARD  BANKS 


Good  news:  The  rich  got  richer 


The  IDEA  THAT  THE  1980s  have  been  egre- 
giously  generous  to  the  rich  and  terrible  for 
lower-  and  middle-income  groups  is  being 
said  so  often  and  so  loudly  that  it  is  in  danger  of 
being  accepted  as  gospel.  But  income  and 
wealth  distribution  issues  are  much  more  com- 
plicated than  the  rhetoric  suggests.  There's  no 
denying  that  a  larger  portion  of  American 
households  nou'  qualitA-  as  "rich."  But  this 
shift  began  in  the  middle  1970s  and  has  little  to 
do  with  either  the  policies  of  Democratic  Pres- 
ident Jimmy  Carter  or  the  Republican  supply- 
side  economics  of  President  Ronald  Reagan. 
Significantly,  the  same  drift  is  under  way  in 
Canada  and  in  the  industrial  economies  of 
Western  Europe,  notably  German)',  Britain  and 
France. 

The  rich  in  America  certainly  have  become 
richer,  and  there  are  more  families  now  classed 


broadly  as  ha\ing  "high"  income.  For  most 
Washington  policy -setting  purposes,  "high" 
means  an  income  in  1990  dollars  of  over 
$50,000  per  family.  After  factoring  out  infla- 
tion, in  1977  just  under  20%  of  families  were 
in  this  "high-income"  category';  by  1990  that 
proportion  had  increased  to  close  to  25%. 

Rather  than  rejoice  over  that  upward  move- 
ment, critics  point  to  the  decline  in  the  number 
of  families  in  the  middle-income  "class" 
($15,000  to  $50,000  income),  from  just  over 
54%  of  families  in  1977  to  51%  in  1990.  One 
reason  for  their  concern  may  be  that  this  is  their 
prime  voting  constitueno'.  The  lowest-in- 
come group  has  shrunk  a  bit,  too,  from  26.4%  to 
24.4%  of  families  over  the  same  period.  The 
reason  for  the  "decline"  in  these  r\vo  groups  is, 
of  course,  that  many  of  these  families  have 
moved  up  into  a  higher-income  group. 


Contmuous  movement  up— and  down 


Ignored  in  most  of  the  income  distribution 
sound  bites  is  the  fact  that  there  is  a  massive  and 
continuous  migration  of  families  among  in- 
come groups.  Roughly  speaking,  10%  to  20%  of 
the  members  of  each  income  quintilc  move  up 
to  a  higher  quintile  each  year,  and  a  similar 
proportion  move  down.  Some  of  the  move- 
ments are  ob\ious.  A  young  graduate  earns  ver\' 
little  at  first  but  moves  up  rapidly,  and  a  new 
retiree  suddenly  loses  income. 

The  Forbes  Four  Hundred  suney  of  the 
ver\'  richest  Americans  interestingly  shows  more 
or  less  exactly  the  same  shifting;  some  1 1%  to 
19%  of  the  nation's  richest  are  booted  off  the  list 
each  year  as  they  lose  out  to  falling  prices  for 
stocks,  oil,  real  estate  or  whatever. 

The  income  statistics  used  by  the  bash-the- 
rich  crowd  do  not  include  noncash  transfer  pay- 
ments such  as  food  stamps  to  the  lowest-in- 


come group.  Nor  do  they  allow  for  the  fact  that  a 
large  number  of  people  in  this  group  (obvi- 
ously mostly  retirees)  own  their  homes  outright. 
It  is  for  such  reasons  as  these,  suneys  show, 
that  total  consumption  by  the  lowest- income 
group  routinely  exceeds  its  total  income. 

The  most  recent  sniping  at  the  rich  con- 
cerns the  growth  in  their  wealth  in  the  1980s. 
The  median  net  worth  in  the  U.S.  in  1989  was 
under  $51,000,  including  net  equir\'  in  homes, 
up  by  34%  in  real  terms  since  1984.  That  is  a 
far  cr\'  from  the  median  net  worth  of  $322,000 
(a  55%  jump  from  1984)  for  American  families 
nine -tenths  of  the  way  up  the  economic  league. 
But  it  does  not  include  pension  assets,  now 
S3. 2  trillion  nationwide,  which  are  proportion 
ately  much  more  important  to  the  wealth  of 
middle -income  families  and  even  to  some  in  the 
lower-income  group. 


Three  key  factors  lie  behind  the  shifts 


Thkri-;  h.\s  bkhn  astfadv  incrkask  in  the 
number  of  two-earner  families,  pushing  them 
up  the  income  strata.  Many  two-income  fam- 
ilies are  now  in  the  "high-income"  category' 
and  have  become  fair  game  for  the  income 
redistributionists. 

There  has  also  been  an  increase  in  zero-in- 
come families,  w  ho  are  increasingly  stuck  at  the 
bottom.  Fully  one -tenth  t)f  those  moxing  down 
into  the  lowest-income  quintile  are  single  wom 
en — widows,  divorcees  or  unwed  mothers. 

But  the  most  imponant  change  concerns 
what  has  been  happening  to  manufacturing 


jobs,  especially  unionized  jobs  that  tradition 
ally  required  no  special  academic  qualification 
but  that  used  to  pay  high  wages.  All  around 
the  world,  industrial  restructuring  and  global 
competition  are  eliminating  a  g(Kxl  many  of 
these  jobs. 

The  lesson  from  all  this  for  U.S.  high  schtxil 
students:  Get  a  diploma,  go  to  college  and/or 
get  training,  say,  through  jin  apprenticeship 
(see  story,  p.  150).  Without  education  and  skills, 
the  poor  will  get  poorer  and  find  it  impossible 
to  break  out  into  higher -income  groups  in  the 
way  their  parents  did.  Bi 
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THE  FORBES  INDEX 


BY  T  MOTHY  DODMAN 
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March  starts  for  privately  owned  homes  were  54%  abovt 
last  year's  abnormally  depressed  March  figure.  Tht 
strength  of  the  housing  indicator  is  responsible  for  the 
0.5%  gain  in  the  preliminan-  Forbes  Index  for  March.  Bui 
absent  housing  starts,  the  Index  would  show  a  0.2^ 
decline.  The  Federal  Reser\'e  continued  its  accommoda 
ti\'e  monetan'  policy  by  fijrther  exerting  down\%ard  pres- 
sure on  short-term  rates.  But  should  March's  0.5%  jump  in 
consumer  prices  mark  an  uptrend  in  inflation,  the  Fed 
could  turn  stingy. 

Other  key  rates 

Wrime  rate 

Auto  sales  year  to  date  vs  1991' 

Index  of  leading  indicators  Feb  vs  Jan 

Trade  balance  12  months  ended  Feb  1992 

All-commodity  producer  price  index  Mar  vs  Feb' 

GDP  4th  quarter  vs  3rd — annualized  growth 

M2  (3-month  change) — annualized  grotvth-' 

'  U.S.-based  manufacturers,  excludes  imports,  as  of  4/10/92. '  Wholesale  goads.  ^Includes  VII 
(public  currency  and  checking  deposits)  plus  savings  accp-<iits  and  money  martet  funos 


Source 

Status 

Chase  Manhattan  Bank 

6.51J 

Ward's  Automotive 

0.61J 

Dept  of  Commerce 

0.81 

iDept  of  Commerce 

-$68  bi 

Dept  of  Labor 

o.(n( 

Dept  of  Commerce 

o-n 

Federal  Reserve 

A.2% 

^SS^Tr=5;^-^?5^SX 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months^ 
data  for  each  series  are  presented  below. 
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Consumer  price  indexes  (1982  8-  3,er3je=100) 
all  urban  consumers,  unadjusted  ' 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Resene) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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New  unemployment  claims  av«rage  tor  month 
(thousands),  seasonally  adjusted  (Dept  o(  Labor) 
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The  key  to 
performance 


This  is  the  key  to  Steim^^N  grand  No.  SCP.OOO 
—the  piano  of  masters  in  the  Hamburg  Concert  Hall. 


Orchestrating  the  structure  of  complex 
usiness  and  financial  transactions  is  one  v.-ay 
»\\iss  Bank  Corporation  performs  for  its  U.S. 
nultinational  clients.  In  fact,  Swiss  Bank 
Corporation  has  been  pro\  iding  commercial 
ind  merchant  banking  services  to  American 
:^usiness  for  more  than  50  \^ars.  This  experi- 
ence has  given  us  a  thorough  understanding  of 
Americas  financial  and  business  needs. 

We  offer  our  clients  a  full  range  of  services— 
from  credit  facilities  and  international  trade 
to  foreign  exchange,  money  markets  and  interest 
rate  risk  management.  We  are  also  a  primar\ 
dealer  in  U.S.  Government  Securities. 


In  addition,  if  \ou  re  a  pri\"ate  investor  with 
substantial  assets,  we  can  prc)\ide  a  full  range  of 
services,  including  custom-tailored  portfolio 
management. 

Last,  but  b>  no  means  least,  wie  provide  the 
stabilitN  and  resources  that  come  from  being  the 
15th  largest  bank  in  the  world  ranked  bv  equity. 
If  you  d  like  to  know  more  about  Swiss  Bank 
Corporation,  and  how  we  can  perform  for  \ou, 
call  Marie  Gillis,  (212)  574-3107. 


Svfiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


/\ 


The  key  Swiss  bank 


San  Froncsco  •  Toronio  •  Montred  •  Vancouver 
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A  favorite  target  of  the  short-sellers  last  year,  Citicorp 
stock  has  doubled  this  year  despite  still  weak  earnings. 
People  have  finally  realized  that,  big  as  its  problems  are, 
Cftl's  strengths  are  even  bigger. 

Is  the  woirst  over 
for  Cid.i 


By  Phyllis  Berman  and  Zina  Sawaya 

The  boardroom  coup  at  General 
Motors  has  resonated  in  the  executive 
suites  of  other  giant,  troubled  compa- 
nies. At  the  nation's  largest  bank 
holding  company,  the  question  being 
asked  is:  How  long  does  Chairman 
John  Reed,  53,  have  to  turn  Citicorp 
around.^  Not  much  longer. 

Only  a  few  months  ago,  a  lot  of 
people  were  writing  Citi  off  as  hope- 
less. After  Citicorp  released  its  1991 
third-quarter  loss  of  $885  million. 
Representative  John  Dingell  (D- 
Mich.)  called  the  bank  "technically 
insolvent."  Dingell  is  hardly  a  finan- 
cial genius,  but  he  had  lots  of  compa- 
ny in  his  disparaging  view  of  Citicorp. 
Speculators  had  shorted  14  million 
shares,  4%  of  outstanding,  and  as  re- 
cently as  December,  when  Citicorp 
stock  sold  at  8  and  a  fraction,  veteran 
bank  analyst  George  Salem  of  Pru- 
dential Securities  still  said  sell. 

But  the  gloom  was  obviously  over- 
done. In  just  a  few  months  the  stock 
more  than  doubled,  to  18,  regaining 
$3  billion  in  market  value.  When  first- 
quarter  earnings  were  released  last 
month  they  showed  a  small  profit. 
True,  the  profit  wasn't  much — 37 
cents  a  share — and  even  that  was  ow- 
ing to  the  sale  of  property.  But  the 
impressive  news  was  that  Citi  had 
managed  a  small  profit  in  spite  of  v$l 
billion  in  loan  writeofi's.  Without 
those  writeoffs,  Ciii  would  have  been 
immensely  profitable.  The  loan  losses 
are  certainly  real,  but  they  represent 
past  mistakes,  not  current  ones. 

Some  Wall  Street  analysts  are  bull 
ish  on  the  stock,  notably  Frank  De- 
Santis  Jr.  of  Donaldson,  I.ufkin  & 
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Jenrette  and  Thomas  Hanley  of  First 
Boston.  DeSantis  estimates  Citicorp 
will  earn  $1.90  a  share  this  year,  up 
from  a  loss  of  $1.89  in  1991 .  If  it  can 
deliver  anything  like  $1.90  a  share  in 
the  face  of  huge,  continuing  writeoffs, 
Citi  will  have  demonstrated  impres- 
sive earning  power. 

Bloodied  a  lot  in  the  media  lately, 
the  brilliant  but  moody  Reed  has  been 
keeping  a  low  profile  in  spite  of  the 
improved  earnings  oudook.  He  re- 
fused our  request  for  an  inter\'iew. 
But  Citicorp  is  a  giant  of  a  company, 
and  it  is  not  difficult  to  find  out  what  is 
going  on  there. 

What  is.''  Ever}'  bank  has  its  bad 
loans,  but  some  of  Citi's  were  beauts. 
There  were  horrendously  bad  loans  to 
the  ill-fated  Campeau  Corp.,  among 
others,  which  revealed  a  tendency  in 
the  bank  to  go  for  fat  fees  even  at  the 
expense  of  questionable  credits.  This 
year  there  are  massive  headaches  with 
loans  to  the  Reichmann  family's 
Olympia  &  York  realty'  empire.  Even 
in  the  highly  prized  consumer-lend- 
ing operation,  bad  loans  continue 
to  mount. 

Citi's  capital  base  is  thin,  too.  F'ven 
after  selling  $1  billion  in  convertible 
preferred  last  year  and  having  a  good 
first  quarter  this  year,  C'iticorp's  Tier  1 
capital  ratio  has  crept  up  to  only 
4.06%  of  assets.  That's  barely  over  the 
4%  that  will  be  required  by  federal 
regulators  by  year-end.  Moremer, 
C-iti  has  reserved  only  36%  against  its 
nonperforming  loans;  the  typical 
money  center  bank  resetAcs  70%. 

But  all  this,  widely  reported,  does 
not    take    into    account    the    huue 
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strengths  in  this  bank.  Take  tha 
loss — S457  million,  SI. 89  a  share—. 
Citi  report  ;d  for  last  year.  This  wsti|^iin 
not  so  shocking  when  you  considerec 
that  it  was  after  $3.9  billion  in  provi 
sions  for  loan  losses.  Excluding  tho 
cost  of  nonperforming  loans,  Citii  nt 
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p's  consumer  and  corporate  busi- 

ses  earned  SI. 5  billion — perhaps 

40  per  fully  diluted  share — last 

on  total  revenues  of  SI  5  billion. 

ote  this:  Citi's  global  consumer 

Hiking,  which  makes  up  62%  of  total 

cnues,  netted  S549  million,  even 

r  provisioning  $2  billion  for  credit 

ses  last  year.  Almost  half  of  that 

bfit  came  from  overseas  operations. 

a  stand-alone  operation,  global 

sumer  banking  could  be  worth 

arly  $9  billion,  or  nearly  one-third 

pre  than  Citi's  recent  market  capi- 

ization  of  S6.2  billion. 

On  the  international  scene  Citicorp 

rpasses  any  other  bank  in  terms  of 

sence   and  services,  with   2,054 

nsumer  and  corporate  banking  out- 

s  in  91  countries  outside  the  U.S. 

panese  banks  like  Dai-Ichi  Kangyo 

d  Sumitomo  are  bigger  but  have  far 

s  global  presence. 

Citibank  is  in  the  process  of  linking 

of  its  branches  globally,  a  develop- 

ent  that  will  allow  a  customer  to 


access  his  account  anywhere  in  the 
world.  "Citicorp's  global  cash  card 
and  full  banking  access  is  a  market 
franchise  not  duplicable  by  any  other 
financial  services  company,"  says 
Robert  Albertson,  an  analyst  with 
Goldman,  Sachs. 

Take  Latin  America.  Citibank's  pre- 
decessors have  been  in  that  region  since 
1914;  in  booming  Santiago,  Chile,  for 
example,  the  blue  Citi  symbol  seems 
almost  as  common  as  that  of  the  biggest 
Chilean  banks.  Last  year  Latin  America 
became  Citicorp's  most  profitable  re- 
gion, earning  an  estimated  $170  mii- 
Uon  on  revenues  of  SI. 3  billion.  Citi- 
corp remained  there  throughout  the 
1980s,  while  other  banks  pulled  out — 
showing  a  foresight  all  too  uncommon 
in  U.S.  business. 

To  Latin  consumers,  Citicorp  offers  a 
wide  range  of  services,  from  mortgages 
to  credit  cards,  and  superior  technol- 
ogy. As  the  Latin  countries  abandon 
statism  and  controls  for  free  enterprise, 
Citi  is  playing  a  big  part  in  building  local 


capital  markets,  with  debt  and  merger 
and  acquisition  services.  In  Venezuela, 
Citicorp  engineered  a  GTH-led  buying 
consortium's  winning  bid  of  SI  .9  bil- 
lion for  40%  of  CANTV',  the  countr\''s 
telephone  company.  "Any  big  com- 
pany that  needs  to  transfer  money 
between  Latin  American  countries 
has  virtually  no  alternatixe  but  to  bank 
with  Citicorp,"  says  a  former  senior 
executive,  who  is  no  fan  of  John 
Reed's. 

Thus  the  securities  markets  have 
become  much  more  realistic  in  recog- 
nizing Citicorp's  tremendous  assets. 
With  the  stock  recently  in  the  high 
teens.  Citibank  is  in  a  more  advanta- 
geous position  for  raising  fresh  equit)' 
capital  than  it  was  late  last  year  when 
the  stock  sank  below  10  under  hea\y 
short-selling. 

Fine.  But  what  about  the  U.S.  real- 
ty' losses,  the  last  of  which  has  yet  to 
surface.'  They  will  remain  high,  but 
with  its  underlying  earning  power  Citi 
should  be  able  to  cover  them.  John 
Reed  recently  predicted  that  by  year- 
end  Citi  will  be  solidly  in  the  black. 
Much  ofWall  Street  doesn't  have  a  lot 
of  faith  in  John  Reed's  predictions, 
but  this  one  may  well  come  to  pass. 

But  will  Reed  blow  this,  his  appar- 
ent last  chance.'  Citi  is  known  for  its 
decentralized  decision  making  and 
entreprencurship.  It  takes  a  firm  hand 
at  the  helm  to  keep  such  a  system  from 
getting  out  of  control.  The  large 
number  of  embarrassingly  bad  loans 
in  recent  years  gave  ammunition  to 
Reed's  critics,  who  say  he  failed  to 
maintain  proper  controls  on  his  far- 
flung  organizations. 

If  Reed  manages  to  produce  some- 
thing like  the  SI. 90  a  share  in  net 
earnings  this  year  that  analyst  DeSan- 
tis  predicts,  he  might  sunive.  But  the 
pressure  on  him  is  heavier  than  it  was 
before  General  Motors  last  month 
clipped  its  own  chairman's  wings.  As 
gm's  goes,  so  go  a  lot  of  other  boards 
of  companies  that  aren't  doing  as  well 
as  they  should  be  doing.  ^M 


Citicorp's 
John  Reed 
The  pressure 
is  on. 
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Japanese  bankers  jealously  guard  data 
on  troubled  loans,  so  the  capital  markets 
are  beginning  to  assume  the  worst. 

Guessing  game 


By  Gale  Eisenstodt 

How  BADLY  hurt  are  Japan's  banks? 
The  scan'  answer  is:  No  one  outside 
the  banks  knows.  Quite  possibly  the 
folks  inside  the  banks  don't  know, 
either. 

Japan's  bankers  and  bank  regula- 
tors have  aluays  treated  most  infor- 
mation concerning  bad  debt  as  a 
house  secret.  So  everyone  guesses. 
Japanese  analysts'  estimates  of 
nonperforming  loans  for  Ja- 
pan's major  cit\^  banks  range 
from  S12  billion  to  S385  bil- 
lion (23%  of  foans). 

In  short,  nobod\'  kno\\s 
whether  the  bad  debts  amount 
to  50  cents  on  ever)'  SI 00  in 
loans  or  $23. 

"I  don't  know  whether  you 
can  even  call  this  educated 
guesswork,"  confesses  David 
Atkinson,  a  banking  analyst  at 
Salomon  Brothers  in  Tokyo. 
His  figure  for  nonperforming 
loans  including  loans  by  trust 
banks  and  long-term  credit 
banks:  SI  55  billion — 7%  of  all 
loans. 

But  again,  who  knows.' 

Japanese  banks  do  not  have 
to  classif)'  a  loan  as  nonper- 
forming for  up  to  a  year  after 
interest  payments  have  ceased, 
whereas  in  the  U.S.  the  pain  kicks  in 
after  90  days.  And  even  when  the  loan 
has  officially  gone  bad  there  is  no  legal 
requirement  in  Japan  tt)  disclose  the 
fact.  Nor  do  the  banks  disclose 
restructurings. 

In  March,  for  example,  Dai-Ichi 
KangN'o  Bank,  Yasuda  Trust  &  Bank- 
ing and  others  agreed  to  cut  annual 
interest  rates  from  around  7"i.,  to  2.5"(i 
on  a  S3. 4  billic^i  loan  to  Nichiboshin, 
a  nonbank  financial  institution.  None 
of  the  banks  ha\e  to  acknow  ledge  the 
$153  million-a-ycar  cost  of  the  deal. 

lapanesc  banks  do  disclose  loan  loss 
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resenes,  but  the  figures  don't  mean 
much.  'Tn  Japan  [the  level  ofloan  loss 
resenes]  is  a  formula-driven  process 
based  mainly  on  guidance  from  the 
iVlinistn'  of  Finance  and  tax  polic\', 
not  realh'  the  bank's  own  judgment," 
says  Harold  Kahn,  a  partner  at  Price 
VVaterhouse,  who  until  recently  was 
based  in  Tokvo. 


As  usual  when  information  is  scarce 
and  fear  is  in  the  air,  investors  are 
beginning  to  assume  the  worst.  Since 
mid -March  Iapane.se  bank  shares  ha\e 
badly  underperformed  the  sinking 
Nikkei  stock  index. 

One  of  the  better  performers  has 
been  Mitsubishi  Bank,  which,  though 
it  too  has  underperformed  the  Nikkei, 
looks  good  rclati\e  to  many  other 
banks.  Significantly,  Mitsubishi  is  the 
onl\  Japanese  baiik  listed  in  the  I'.S., 
on  the  New  York  Stock  Hxchangc, 
and  therefore  must  follow  U.S.  dis- 
closure guidelines.  It  is  also  the  most 
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consen  ative.  Because  there  is  less  ur 
certaint}'  regarding  Mitsubishi,  ii 
shares  have  done  relati\ely  well. 

Japan's  bankers  would  like  to  lessc 
the  uncertainty'  but  not  at  the  cost  c 
real  disclosure.  A  proposal  was  cor' 
sidered  but  then  postponed  becaus' 
the  Ministr)'  of  Finance  apparend 
feared  thaL  there  might  be  runs  o 
some  small  regional  banks  ' 
the  facts  about  their  conditio 
came  out. 

None  of  the  disclosure  p 
posals  would  touch  anothe 
Japanese  ploy:  burying  prob' 
lem  loans  in  ftiendly  aftiliatej^ 
For  example,  Mitsui  Trust  8 
Banking  is  stuck  with  ba« 
loans  from  .\zabu  Buildin 
owned  b\  Kitaro  Watanabtf 
I^st  year  Mitsui  Trust  sol# 
about  S500  million  worth  o 
.\zabu  property.  .\nd  wh< 
bought  the  real  estate?  A  bif 
chunk  went  to  a  compan 
called  Muromachi  Building' 
headed  by  an  e\-Milsui  Trus 
manager. 

A    spokesman    at     Mitsu- 
Frust  claims  Muromachi  is  no 
an  affiliate,  but  it  is  said  Mitsu 
Trust  financed  the  deal.  ' 

Nonbanks  arc  anothc 
loophole  waiting  to  be  closed.  Aftc: 
the  Minisin'  ot  Finance  restricts 
bank  lending  to  real  estate,  bank- 
continued  u>  make  property  loan; 
through  their  nonbank  affiliates.  Ana 
Ivsts  sav  that  now  lapan's  central  bank 
has  decided  that  banks  are  resjx>nsiblc 
tor  all  the  bad  loans  of  their  nonbank' 
affiliates,  but  public  disclosure  is  no* 
required. 

C)b\nously,  the  Japanese  hope  tc 
wi>rk  out  their  pn>blems  without 
alarming  the  public.  But  in  their  pen- 
chant for  secrecy  they  may  be  feeding 
panic  rather  than  avoiding  it. 
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the  economics  of  major  league  baseball  team 
/nership  deteriorate,  team  owners  are  looking 
local  taxpayers  to  help  them  out. 


ig  league 
lackmail 


\\  Marcia  Berss 

KA\,  maybe  blackmail  is  too  strong  a 
ord.  But  what  do  you  call  it  when  a 
ajor  league  baseball  team  owner 
lis  municipal  officials  to  build  the 
am  a  new  stadium  or  he'll  move  the 
am  to  a  cir\'  that  will? 
The  Chicago  White  Sox's  lead 
)wner,  lerr)'  Reinsdorf,  played  this 
nd  of  hardball  with  Illinois  pols  and 
von.  In  1988  Reinsdorf  told  then 
[Chicago  Mayor  Harold  Washington 
md  then  Governor  lames  Thompson 
Jiat  he'd  mo\  e  his  team  to  St.  Peters- 
Durg,  Fla.  unless  a  new  ballpark  was 
3uilt.  The  threat  paid  oft'.  Last  year 
Jje  Chicago  White  So.x  began  playing 
n  the  spanking-new,  S135  million 
(  omiskey  Park.  The  stadium  is  fund- 
ed by  a  2%  local  tax  en  hotel  and  motel 
rooms;  the  UTiite  Sox  will  pay  rent  on 
the  tacilit\',  but  only  if  attendance  and 
media  revenues  rise  above  specified 
levels. 

It  didn't  take  owners  of  other  major 
league  teams  long  to  follow  Reins- 
dorf 's  lead.  A  new  S206  million  stadi- 
um opened  last  month  for  the  Balti- 
more Orioles;  the  team's  former  ow  n 
er,  the  late  Hdw  ard  Bennett  Williams, 
refijsed  to  sign  more  than  a  one-year 
lease  at  the  old  Memorial  Stadium. 
The  cit\  was  still  smarting  from  the 
loss  of  its  pro  football  team  to  India 
iiapolis;  Mar\land  officials  arranged 
for  a  new  baseball  park  financed  \ia 
lotter\'  re\enues.  The  Orioles  w ill  pay 
rent  on  their  new  quarters  only  if  the\ 
show  a  profit. 

The  Cleveland  Indians  have  one  of 
the  worst  attendance  records  in  base 
ball.  But  in  1990  voters  in  that  cir\- 
narrowly  approved  a  tax  to  build  a 
new  ballpark;  a  similar  plan  was  deci 
sivelv  defeated  in  1984.  "There  was  a 


heightened  fear  the  Indians  would 
leave,"  explains  Thomas  Chema,  ex- 
ecutive director  of  Gateway  Corp., 
Cleveland's  stadium  project.  In  1994 
the  Indians^will  trot  onto  a  new  base- 
ball diamond. 

Robert  Milbourne,  executive  di- 
rector of  the  Greater  Milwaukee 
Committee,  is  trying  to  get  a  new- 
ballpark  for  the  Milwaukee  Brewers. 
The  team's  owner,  Bud  Selig,  has 
made  it  plain  that  he'll  look  for  a  new- 
home  for  the  Brewers  if  the  stadium 
isn't  built.  Milbourne's  central  sell- 
ing point:  "Without  major  league 
sports,  Milwaukee  would  be  like  Des 
Moines." 

In  their  negotiations  with  the  local 
politicians  and  voters,  team  owners 
have  a  powerfijl  weapon:  the  brand- 
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Chicago's  old  (left)  and  new  Comiskey  Park 
Even  if  you  buiM  tt, 
they  may  not  come. 


new,  and  empt\',  stadium  in  St.  Pe- 
tersburg, Fla.  The  cit>-  built  its  SI15 
million  ballpark — completed  in 
1990 — hoping  that  a  team  would 
come  once  the  park  existed.  Sadly, 
one  hasn't.  Last  year  St.  Petersburg 
failed  to  get  one  of  the  expansion 
teams  created  by  the  National 
League;  the  teams  were  awarded  to 
Denver  and  Miami.  Now  the  cit>''s 
empt\'  stadium  ser\'es  as  a  stalking 
horse  for  team  owners  tning  to  get 
new  ballparks  or  better  leases  in  their 
hometowns. 

Behind  the  owners'  push  to  get 
taxpayers  to  give  them  better  and 
cheaper  facilities  is  the  fact  that  big 
league  baseball  economics  are  as  bad 
as  they've  ever  been.  Player  salaries 
(about  half  of  a  team's  expenses )  con- 
tinue to  escalate — witness  the  S6-mil- 
lion-a-year  contract  Chicago  Cubs  in- 
fielder  Ryne  Sandberg  signed  in 
March.  Average  plaver  salaries 
jumped  50%  in  1991  over  1990  levels. 

Meanwhile,  broadcast  revenues  are 
likely  to  fall.  c;bs  is  paying  the  Ameri- 
can and  National  league  teams  51.06 
billion  for  national  broadcast  rights 
for  the  1990-93  seasons— 60%  nriore 
than  the  prior  contract.  The  deal's 
been  a  bust.  CBS  has  already  written 
ofl'  S44S  million  from  baseball.  Na- 
tional sports  net^vork  ESPN  paid  S400 
million  for  rights  to  broadcast  big 
league  baseball  on  cable  i"\'.  But  kspn, 
too,  is  losing  money  on  the  deal. 

Annual  attendance  growth  at  the 
parks  is  a  weak  2%  as  tans  \-ote  with 
their  feet  against  rising  ticket  prices. 
The  new-  ballparks  are  smaller  than  the 
old  ones  but  are  built  with  lots  of 
luxur\'  suites  marketed  to  local  corpo- 
rations for  entertaining.  Sell  100  of 
these  suites  at  a  topical  S80,000  per 
season,  and  the  S8  million  revenue  for 
the  team  nearly  doubles  the  SIO  mil- 
lion a  year  that  a  weak-drawing  team 
may  bring  in  at  the  turnstile. 

Will  new  stadiums  reverse  the  for- 
tunes of  financially  w  eak  teams?  No, 
but  like  a  new  coat  of  paint  on  an  old 
house,  the  better  facilities  might  make 
a  team  more  salable.  That's  worth 
noting,  because  nearly  one  third  of 
the  26  major  league  baseball  teams  arc 
currently  for  sale.  Says  Dean  Baim,  a 
Pepperdine  L'niversit)-  econt)mist  and 
analyst  of  the  baseball  business:  'The 
ow  ners  are  tr\  ing  to  get  out  w  hile  the 
getting  is  good."  Voters  beware.   HI 
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Champion  International's  shares  have  fared  badly  in  the  bull  market. 
Are  most  investors  missing  something? 


The  day 
they  hooed 


Andy  Sigler 


By  Suzanne  Oliver 

In  April  Andrew  Sigler,  chairman  of 
$4.8  billion  (revenues)  papermaker 
Champion  International,  stood  at  a 
podium  at  Washington,  D-C's  Hotel 
Washington.  The  audience,  members 
of  the  Council  of  Institutional  Inves- 
tors, was  hostile.  Cut  your  salan-  to 
zero,  one  money  manager  cried. 

Many  in  the  audience  were  miffed 
that  Sigler  earned  Sl.l  million  last 
year  even  though  Champion  stock  has 
badly  lagged  the  market.  Currently 
the  stock  is  off  37%  from  its  1987 
high.  At  a  recent  28^8  a  share.  Cham- 
pion stock  sells  at  just  70%  of  its  book 
value,  compared  with  a  current  125% 
average  for  its  industrx'. 

But  if  the  money  managers  there 
were  down  on  Champion,  astute  in- 
vestors like  Warren  Buffett,  Laurence 
Tisch  and  John  Templeton  are  not.  In 
1989  Buffett  bought  S300  million 
worth  of  914%  preferred,  convertible 
into  common  at  S38  a  share.  Starting 
in  1990  Tisch's  Loews  Cx)rp.  accu- 
mulated 16%  of  Champion  common, 
and  Templeton  Funds  owns  1 .4%. 

The  market  seems  fixated  on  the 
company's  low  earnings,  which  are 
low  partly  because  capital  spending 
has  been  high.  But  C'hampion\s  big 
shareholders  are  impressed.  Over  the 
past  six  years  C^hampion  made  $4.3 
billion  in  capital  improvements,  near 
ly  as  much  as  International  Paper, 
which  has  60%  more  capacity.  C'ham 
pion's  paper  mills,  t)nce  hindered  by 
high  costs  and  spotty  quality,  are  now 
coi>ipetiti\c  in  both  areas. 

Sigler,  60,  became  chief  executive 
in  1974.    The  ct)mpanv  was  a  debt 
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Idden  hodgepodge  of  carpet  and 
ome  furnishings  businesses  and  a 
Diest  products  unit,  all  created  by  the 
^\  kward  merger  of  U.S.  Ph'wood  and 

hampion  Papers  in  1967. 

Sigler,  who  started  out  in  Cham- 
eion's  sales  department,  sold  the  car- 
net  and  ornamental-iron  manufactur- 
rs  to  concentrate  on  forest  products, 
-lis  big  chance  came  in  1984,  when 

hampion  acted  as  white  knight  for 

.  Regis  Corp.,  which  was  being 
talked  by  Sir  James  Goldsmith  and 
Rupert  Murdoch.  The  acquisition 
vought  Champion  more  paper  mills 
iiid  new  product  lines.  The  merger 
nearly  doubled  Champion's  size. 

So  why  has  Champion  stock 
agged?  Unfortunately,  the  expanded 


Champion  is  heavily  concentrated  in 
products  hard  hit  by  the  current  eco- 
nomic weakness:  copier  paper,  forms 
paper,  publications  paper  and  news- 
print. Prices  for  these  grades  are  ofl' 
25%  or  more  from  their  1989  highs. 
The  situation  was  made  somewhat 
\\  orse  by  a  Sigler  decision  that  turned 
out  rather  badly,  at  least  in  the  short 
run.  The  St.  Regis  acquisition  had 
loaded  Champion  with  far  more  debt 
than  seemed  prudent.  Sigler  paid 
down  the  debt  from  S2.8  billion  to 
SI. 9  billion,  chiefly  by  selling  busi- 
nesses. Among  those  sold  were  nearly 
all  of  Champion's  packaging  opera- 
tions, to  Stone  Container.  This  com- 
mitted Champion  heavily  to  white 
papers,  the  kinds  used  for  communi- 


ABOVE: 

Future  copier  paper 
Better  quality  and 
lower  costs — but  lower 
prices  as  well. 


LEFT: 

Champion  Chairman 

Andrew  Sigler 

His  liuge  capital  spending 

program  penalized  profits. 

Will  he  be  vindicated? 


cations  purposes — as  opposed  to  the 
brown  papers  used  for  packaging.  He 
even  con\'erted  three  brown  paper 
machines  at  St.  Regis'  Pensacola,  Fla. 
mill  to  white  paper  and  pulp. 

By  contrast.  International  Paper 
Chairman  John  Georges  expanded 
both  paper  and  packaging.  Today 
packaging,  where  pricing  is  better,  is 
holding  up  the  paper  side  of  the  busi 
ness  at  International  Paper. 

Sigler's  decision  to  concentrate  on 
w  hite  paper  seemed  to  make  sense  at 
the  time,  but  it  resulted  in  a  company 
dependent  upon  growth  in  advertis- 
ing and  in  the  w  hite -collar  w  ork  force. 
Both  have  tared  badly  in  the  reces- 
sion. Demand  for  uncoated  w  hite  pa- 
per. Champion's  major  product,  has 


slowed  to  1%  annual  growth  since 
1988,  while  capacity-  has  been  coming 
on  at  a  3.3%  rate,  notes  Salomon 
Brothers  analyst  Charles  Slaybaugh. 

All  this  is  highly  visible.  Also  visible 
are  Champion's  dismal  earnings,  a  5- 
cent-per-share  loss  in  the  last  12 
months.  But  less  visibly.  Champion 
has  made  tremendous  progress.  In 
1993  it  will  start  up  a  new  uncoated 
w  hite  paper  machine  at  its  Courdand, 
Ala.  mill.  "The  machine  will  produce 
a  SlOO  million  operating  profit,"  says 
Champion  Treasurer  Frank  Kneisel. 

Champion's  mills  have  competed 
fiercely  in  today's  ugly  pricing  emi- 
ronment.  While  Bowater,  Boise  Cas- 
cade and  Consolidated  Papers  have 
temporarily  shut  mills.  Champion 
keeps  cranking  out  paper.  Industn' 
shipments  fell  1.2%  last  year,  while 
Champion's  were  up  6%.  To  move 
this  production  Champion  has  had  to 
cut  prices  to  match  the  industry-,  but 
b\'  keeping  production  steady  it  has 
been  able  to  spread  overhead  and 
capital  costs  over  a  broader  base. 

Another  reason  for  Champion's  in- 
creased shipments  is  its  improved 
qualit)'.  The  company  has  a  new  coat- 
ed paper  machine  at  its  nonunion  mill 
in  Quinnesec,  Mich.  Champion  has 
matched  the  prices  of  competitors' 
lower- qualit>-  sheets,  and  Architectur- 
al Dijjest,  Outside  magazine  and  Na- 
tional Geojjraphic ha\e  all  switched  to 
Champion's  Influence  paper. 

At  Champion's  mill  in  Bucksport, 
Me.,  qualit\'  has  improved.  In  1989 
the  company  botched  a  paper  ma- 
chine rebuild  there.  "It  was  p)oorly 
designed,  poorly  engineered  and 
poorly  constaicted,"  admits  Sigler. 
Meanwhile,  labor  negotiations  were 
going  poorly.  Champion  wanted  to 
take  away  premium  pay  on  Sundays, 
and  the  unions  were  threatening  to 
strike.  They  already  were  striking  at  a 
nearby  International  Paper  mill. 

About  then  Time  Inc.,  Champion's 
largest  customer  at  that  mill,  told 
Champion  its  paper  wasn't  up  to 
snufl.  Time,  Champion  and  Bucks- 
port's  union  leaders  all  met  to  discuss 
the  problem.  That  jolted  the  union, 
w  hich  realized  it  better  start  ccxjperat- 
ing  or  jobs  would  be  lost,  and  Cham 
pion,  w  hich  had  just  put  new  manage- 
ment at  the  mill.  Deanc  Raley,  head  of 
paper  purchasing  at  Time  Inc.,  says, 
"They  have  done  a  spectacular  job. 
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and  their  quality  is  at  the  top  now." 

At  Bucksport  and  Champion's  oth- 
er mills,  the  company  has  applied 
work  practices  developed  at  its  non- 
union Quinnesec  mill  in  order  to 
become  more  productive.  Workers 
are  paid  more  after  training  for  addi- 
tional jobs,  so  the  work  force  is  more 
flexible.  Workers  have  also  broken  up 
into  teams  that  have  redesigned  the 
way  jobs  are  done.  At  Courtland, 
where  labor  relations  were  particular- 
ly bad  just  two  years  ago,  the  mill  is 
breaking  production  records  month 
after  month.  "It's  like  night  and  day," 
says  union  president  Danny  Morris. 
Champion's  S2  million  training  bud- 
get has  jumped  to  S20  million. 

Despite  all  this  improvement. 
Champion  is  still  spending  more 
money  than  it  is  generating.  After 
1993,  however,  capital  spending 
should  drop  from  S600  million  a  year 
to  about  S350  million.  "We  will  have 
free  cash  flow  after  1993,"  says  Sigler. 

Profits  are  less  predictable.  They 
won't  improve  substantially  until  de- 
mand for  paper  catches  up  with  the 
potential  supply.  When  will  that  be.^ 
There  are  only  questions.  When  will 
publishing  pick  up.'  When  will  white- 
collar  cutbacks  cease?  Dean  Witter 
analyst  Evadna  Lynn  doesn't  think 
the  recovery  will  be  swift.  "With  just 
3%  inflation,  paper  companies  won't 
be  able  to  raise  prices  like  they  could 
when  we  had  6%  to  13%  inflation," 
she  says.  So  only  better  demand  can 
improve  the  pricing  situation. 

But  when  prices  do  pick  up.  Cham- 
pion will  be  sitting  prett)'.  Sigler  has 
spent  S44  per  share  in  capital  spend- 
ing over  the  past  five  years,  yet  the 
stock  recently  traded  at  28 — a  sub- 
stantial discount  from  book  value  of 
$40.  With  all  this  spending.  Champi- 
on has  better  equipment  and  better 
labor  relations  than  it  had  just  a  few 
years  back;  in  paper  that's  the  compet- 
itive edge.  Once  the  cycle  turns  for 
C^hampion's  paper  products,  (Cham- 
pion's return  on  equity  will  surely  top 
the  14.5%  the  companv  was  able  to 
generate  in  1988.  At,  say,  15%,  the 
earnings  would  come  in  at  better  than 
$6  a  share  as  against  the  35  cents  or  so 
(Champion  will  earn  this  year.  That's  a 
lot  of  leverage  and  is  apparently  what 
has  attracted  Bufleti  and  Tisch  to  a 
stock  that,  on  the  surface,  doesn't 
seem  to  have  much  uoinu  for  it.     ^M 


Taxpaying  time  is  the  bane  of  most  Americans, 
but  it  is  balm  for  Beneficial  Corp. 

Tax  play 

By  Howard  Rudnitsky 

Finn  M.W.  Caspersen,  head  of  SIO 
billion  (assets)  Beneficial  Corp.,  is 
one  American  who  enjoys  the  taxpay- 
ing season.  Helping  taxpayers  get 
their  refunds  fast  has  enabled  Benefi- 
cial to  earn  a  terrific  return  on  somie  of 
its  money.  Here's  how: 

In  1988  Beneficial  teamed  up  with 
tax  preparer  h&r  Block,  Inc.  to  offer 
next-day  tax  refiands  to  millions  of 
Block  customers  who  file  their  tax 
returns  electronically.  Suppose  you're 
an  H&R  Block  customer  who's  due  a 
51,250  refund,  a  txpical  amount.  Re- 
funds generally  take  several  weeks, 
but  Beneficial  will  give  you  cash  if  you 
sign  over  to  it  your  right  to  the  refiimd 
and  pay  a  S29  fee. 

Beneficial  gets  a  superior  return 
because  it  can  get  a  refiind  faster  than 
you  can.  The  company  gets  its  refLinds 
from  the  Treasur\'  in  just  two  weeks 
because  it  has  electronic  fiinds  trans- 
fer accounts  with  the  iRS  through  a 
commercial  bank  it  owns. 

So,  for  lending  you  $1 ,250  for  two 
weeks  Beneficial  charges  $29;  60% 
annualized.  Interest  and  other  costs 
cut  into  this,  but  even  so  Beneficial 
gets  a  heft)'  return.  Last  year  2.4 
million  people  used  Beneficial's  quick 
tax  refiind  senice,  double  the  previ- 
ous year's  1.2  million.  This  year  the 
number  of  filers  is  expected  to  climb 
to  2.8  million. 

Any  risk  to  Beneficial?  The  compa- 
ny assumes  all  responsibility'  for  col- 
lecting the  refunds,  and  suffers  if  the 
IRS  goofs.  Last  year  iRS  computer 
errors  cost  Beneficial  nearly  $7  mil 
lion.  This  year  the  figure  could  be  S9 
million — more  than  $3  per  average 
return. 

Lvcn  St),  ('aspersen  expects  Benefi- 
cial in  1992  to  earn  more  than  $40 
million,  pretax,  from  the  tax  refund 
business,  below  199  Ts  $47  millii>n 
but  well  above  the  $12  million  earned 
in  1989. 

This  year  Beneficial  \\  ill  pay  $3  per 


filer  to  H&R  Block  as  part  of  a  newh 
renegotiated  long-term  agreement, 
and  Block's  cut  for  providing  Benefi- 
cial with  millions  of  electronic  fast- 
refund  tax  filers  will  increase  to  S7  per 
filer  in  1994.  So  Beneficial,  which 
intends  to  hold  the  S29  price  until  at 
least  1994,  will  clearly  have  to  count 
on  big  increases  in  volume. 

Helped  by  the  tax  refund  business, 
Beneficial's  net  income  hit  $149  mil- 
lion last  year,  $5.80  a  share,  up  from 
$5.60  a  share  the  year  before.  Up 
went  the  dividend,  too,  to  $2.55  from 
$2.35.  This  year's  earnings  should  be 
about  $6.50  a  share,  and  the  diudend 
is  likely  to  be  raised  again. 

Caspersen,  a  lawyer  by  training,  look 
over  in  1976  as  chairman  and  chief 
executive.  His  father,  O.W.  Caspersen, 
had  run  the  company  for  1 8  years  until 
he  retired  in  1 962 .  The  elder  Caspersen 
helped  build  the  company  on  the 
premise  that  e\cn  though  blue-collar 
workers  might  not  ha\  e  a  Itx  of  loose 
collateral,  they  were  excellent  credit 
risks.  During  the  1960s  the  company 
added  se\eral  retailing  operations  ( the 
Spiegel  mail  order  house  and  Western 
Auto  Supply). 

Not  surprisingly,  the  dixersificarion 
wasn't  ver\'  successftil:  Whereas  there 
was  a  unique  x'ision  behind  the  money- 
lending.  Beneficial  brought  nothing 
special  to  the  retailing  business.  Finn 
Caspersen  sold  the  retailing  business- 
es and  tried  to  turn  Beneficial  into  a 
financial  supermarket.  He  Unighi 
into  reinsurance,  propert>"  and  casual - 
t> ,  small  business  lending,  gold  credit 
card  lending,  real  estate  de\eU>pmeni 
and  a  Texas  thrift. 

The  supermarket  approach  didn't 
work  either,  and  in  1986  Alleghany 
(x)rp.  put  Beneficial  into  play.  After 
that,  an  undisclosed  insiitiirion  of 
fered  $75  a  share  including  $20  per 
share  in  the  form  of  a  contingcno* 
resene  rather  than  hard  cash).  Cas- 
persen rejected  the  takc^l^cl  bid 


48 


Forbes  "Man  11,  1992 


WE  HAVEN'T  CHANGED 

OUR  POSITION  ON 

WORKERS  COMPENSATION 

IN  OVER  50  YEARS. 


Beneficial  Corp. 


Beneficial 
Chairman 
Finn  Caspersen 
He's  repaired  the 
consu  mer-iending 
house  his  father 
built. 


K 


He  then  dumped  his  diversification 
except  for  a  moneylosing  real  estate 
development  near  Tampa,  which  will 
be  written  down  in  a  few  years. 

A  consumer  loan  outfit  again  and 
with  considerably  less  debt.  Beneficial 
had  been  facing  another  challenge. 
With  the  bankruptcy  laws  tilting  in 
favor  of  debtors,  unsecured  personal 
loans  weren't  the  safe  bet  they  had 
been.  In  the  early  198()s  C^aspersen  set 
about  shifting  the  lending  focus  to 
secured  second  mortgages  and  home 
equity  loans.  Beneticiars  home  equit)' 
loai,is  go  for  prime  plus  5%  for  variable 
mortgages  and  14.5%  for  fixed  rate, 
liy  the  late  198()s  nearly  two  thirds  of 


Beneficial's  loans  were  secured  by 
mortgages,  compared  v\ith  one-third 
in  the  early  1980s. 

No  question  but  that  Beneficial 
knows  the  consumer  lending  busi- 
ness. With  the  weak  economy  and 
surge  in  personal  bankruptcies,  its 
bad -loan  chargeofVs  rt>se  to  1.8%  of 
loan;*'  outstanding  last  year,  versus 
1.3%  in  1990.  But  other  consumer 
lenders  did  far  worse. 

Caspersen  has  taken  advantage  of 
the  strong  stock  market  to  further 
deleverage  BeneficiaPs  balance  sheet. 
Last  year  the  company  raised  $190 
million  by  .selling  3.45  millitMi  shares 
of  new  common  stock  and  used  the 


proceeds  to  reduce  its  debt-to-cquit\' 
ratio,  with  the  result  that  Beneficial 
received  one  of  the  few  1991  financial 
institution  bond  rating  upgrades  by 
Moody's  Investors  Service. 

Caspersen  has  only  one  serious  em- 
barrassment. Beneficial  is  financially 
sound,  pays  a  dividend  yield  of  4.2% 
and  has  clearly  done  a  better  job  of 
credit  analysis  than  most  of  its  com- 
petitors. Vet,  at  a  recent  62  a  share,  the 
stcKk  trades  at  less  than  ten  times  this 
year's  likelv  earnings.  The  market 
seems  nerM)us  alxnit  the  p<.issibilit>'  of 
rising  consumer  debt  defaults.  Given 
BeneficiaPs  smart  lending  record,  that 
nervcnisness  seems  unnecessary.     ^M 
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Liberty  Mutucd  has  been  the  leading  writer  of 
.vDikers  compensation  for  ower  50  years 

If  s  a  positi<^  we've  earned  by  wDiking  with  our 
customers  on  the  issues  that  matter  most  conticdling 
^A^cxlDers  ccxi^D^isation  costs  throu^  innovative  loss 
prevention  arxl  effective  claims  roarxigemenl 

COST  REDUCTION  THROUGJi  LOSS  PREVENTION 

Righ!  new  liberty  s  researcr.  eerier— the  zr^r  cr.e 

ST:    r.z-   e . e  I : :    ::  e  i '  5  liberty's  750  local  loss 
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cc  ^CLTig  ergcnomics  and  custom- 

COST  CONTAINMENT  THBOUGB  CLAIMS  MANAGEMENT 
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Thafs  ber  z  .-^  rr.zr. ::  red  care  has  t 
strong  suit  lor  decades  eered  return  lo 

work  programs  V.'=    -r  -habilitcrtion 

center  of  its  kind  ...  ::.e  .:  --  ground- 

breaking program  of  panel  l  jsa  fore- 

runner of  today's  Preferred  Provider  Organiza- 
tions (PPOs).  Now  UbertyPREFERRED  CARE  is 


one  of  the  industry's  most  effective  nationwide 
PPOnetworks. 
Our  medical  cost  containment  programs  sa>^Bd 

DEVELOPING  SOUTTIONS  FOR  A  TROUBLED  SYSTEM 

As  the  industry's  leader  we're  working  together 
with  our  customers  and  their  trade  associations. 
state  legiskitors  arxl  IcdxH*  in  the  fiQ^  for  r^cxm.  ArKi 
well  ke^  working  with  them  until  wcMkers  ocnnp^i- 
scrtion  accon4>lishes  its  mission  helping  injured 
work^s  return  to  work  by  assurir^g  quality  mediCGd 
core  and  fast  ber^efit  payments 

At  ttie  same  time  meeting  the  r^eeds  c^  our  cus- 
tomers in  difficult  states  requires  innovative  sc^uticxis 
ThaTs  \ATf  we  {ixorieered  a  large  deductit^  pc^icy 
For  self-insured  empkTyers.  we  ezparxled  our  Helms- 
rr.zr  :  ^  ^   ^es  with  flexible  jAins 

THE  DIRECT  VTRITING  ADVA>iTAGE 

Our  leadersr„p  z:s..zr.  ze:r.zr.zs  a  passion  for 
service  As  a  direct  writer  we  can  more  readily 
provide  the  service  custom- 
ers r^eed  t)ecause  partr^r- 
ship  is  built  into  the  way 
we  do  business  By  woikirig 
together  -we  can  more  efl 
ectively  control  costs 
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.  the  more  things  change,        control  microprocessor,  which        cools  with  remarkable  quick- 
more  they  remain  the        has  at  its  disposal  sixteen  air        ness  and  efficiency. 
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All  this  may  sound  highly       the  cabin  of  the  Lexus  ES  300 
technical  (indeed  it  is),       surely  is.  Day  in,  day  out,  it's 


but  it  runs  like  a 


always  the  same  old 


IS  300  sports  sedan  operates.       breeze.  The  temperature    "^^^^^"^^P^^       story.  Which,  when 
Four  sensors,  including  a       readout  is  an  illuminated  liq-       you  think  about  it,  is  quite  a 
olar  sensor  that  can  measure       uid  crystal  display;  the  controls        pleasant  surprise. 


imbient  light  from  the  sun's       are  large  and  conveniently 
ays,  are  used  to  help  gather       placed;  the  airflow  warms  or 
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Russian  oil  has  almost  disappeared  from  world 
markets.  But  when  it  comes  back,  it  will  come  back 
in  a  flood.  OPEC,  say  your  prayers. 

The  last  frontier 


By  Toni  Mack 

It  MAY  BE  scant  solace  to  the  depressed 
and  confused  inhabitants  of  Russia, 
but  their  country  is  sitting  on  oil 
reserves  that  could  rival  those  of  Saudi 
Arabia.  You  wouldn't  know  it  looking 
at  the  export  figures:  Russian  exports 
of  oil  may  sink  from  a  peak  of  just  over 
4  million  barrels  a  day  in  1988  to  as 
litde  as  1  million  a  day  this  year.  But 
that  could  change  fairly  fast. 

"Now  we  worry  about  the  former 
Soviet  Union  withdrawing  from  the 
oil  market  and  pushing  prices  up," 
says  Matthew  Sagers  of  consultants 
PlanEcon.  "Three  years  from  now, 
we'll  be  concerned  about  what 
they're  putting  on  the  market  and 
how  it's  driving  prices  down." 

Officially,  the  oil  reserves  of  what  is 
now  the  Commonwealth  of  Indepen- 
dent States  are  stated  as  57  billion 
barrels.  But  James  Clarke,  a  retired 
U.S.  Geological  Survey  geologist 
who  has  studied  the  region  for  over 
30  years,  thinks  it  holds  160  billion 
barrels.  Daniel  Yergin,  president  of 


Cambridge  Energy  Research  Asso- 
ciates, speculates  that  the  reserves 
could  be  in  a  class  with  Saudi  Arabia's 
260  billion  barrels.  Some  oilmen  call 
Russia,  together  with  Kazakhstan  and 
Azerbaijan,  "the  last  frontier." 

Output  is  falling  now  because  Rus- 
sia's disorganized  economy  lacks  the 
technology  and  money  to  drill  and 
maintain  wells.  But  the  big  oil  compa- 
nies have  plenty  of  money,  and  they 
are  clamoring  to  get  in.  Amoco  wants 
to  develop  the  huge  Azeri  field  be- 
neath 300  to  400  feet  of  water  in  the 
Caspian  Sea — a  puddle  by  U.S.  stan- 
dards but  beyond  Soviet  offshore  pro- 
duction technology.  Marathon  Oil 
hopes  to  extract  750  million  barrels  of 
oil  and  14  trillion  cubic  feet  of  gas 
from  under  the  ice  off  Russia's  Sakha- 
lin Island.  The  Tengiz  field  can  yield 
perhaps  7  biUion  barrels  of  oil,  but  its 
high  pressures  and  contaminants  have 
led  the  Kazakhs  into  talks  with  Chev- 
ron. These  are  just  a  few  of  the  big 
fields  under  negotiation. 


nit 


These  are  known  fields.  Then  then 
are  the  undiscovered  resources.  West^.  ^ 
ern  Siberia,  the  world's  biggest  sedi-; 
mentary  basin,  produced  the  gusher 
that  propped  up  Soviet  communisn' 
from  the  Seventies  through  the  mid 
Eighties.  Geologist  Clarke  points  oui 
that  the  Russians'  outdated  seismic 
technology  found  only  the  easy  stufi^^^ 
in  western  Siberia.  Better  seismic  in 
terpretation  shows  scores  of  huge 
largely  unexplored  potential  oil  traps  *; 
and  the  promising  rocks  below  have  $ 
never  been  plumbed  at  all. 

Western  Siberia  already  has  pipe 
lines,  electrical  lines  and  other  infi^-'ff 
structure  that  would  make  new  fields 
there  highly  lucrative.  Harder  to  get 
at  are  littie- explored  eastern  Siberia  ws 
(Forbes,  Sept.  17,  1990),  the  Russian: 
Far  East  and  the  area  above  the  Arctic 
Circle.  Dev:;loping  these  remote  rc-j 
gions  would  be  costiy,  but  big  discov 
eries  could  still  yield  big  profits. 

Jonathan  Brown,  who  will  overseci 
the  World  Bank's  energy-  lending  in*  'f 
the  former  Soviet  republics,  calls  en-' 
ergy  Russia's  "prime  motor  for  [eco- 
nomic] development." 

That  Russia  is  producing  oil  at  all  is 
something  of  a  triumph  of  improNisa- 
tion.  The  Russian  government  pays  its 
state-owned  companies  the  ruble: 
equivalent  of  only  78  cents  a  barrel  for 
60%  of  their  oil.  That's  less  than  one- 
twentieth  of  the  world  oil  price  and 
not  enough  to  drill  and  maintain 
wells.  Boris  Yeltsin  wants  to  raise  en- 
ergy prices.  If  he  succeeds,  the  higher 
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Los  Angeles,  CA 
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(213)208-3377 

myd,PA 

vvberg  &  Sons 
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McLean,VA 

Chas.  Schwartz  &  Sons 
(703)893-1122 

Silil,CA 

Vlier,  Inc. 

Miami,  FL 

Moray's  Jewelers 
(305)374-0739 

|Hills,CA 
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Monterey  Park,  CA 

Chong  Hing  Goldsmith 
(213)623-3645 

VIA 

Jewelers 
S-2022 

New  Orleans,  LA 

Adler-s 
(504)523-5292 

an  s,  Inc. 

5-2522 

Newport  Beach,  CA 

Traditional  Jewelers 
(714)760-8035 

Id,  OH 

imeLtd. 
134330 

New  York,  NY 

Cellini  Jewelers 
(212)888-0505 

TX 

e  Jewelry 
!2-2400 

New  York,  NY 

Cellini  Jewelers 
(212)751-9824 

1  .CO 

laric  Jewelers 
53'-3541 

New  York,  NY 

Toumeau  Inc. 
(212)563-6880 

ND 

lewelers 
32-2491 

New  York,  NY 

Toumeau  Inc. 
(212)758-3265 

•■bury,CT 

ult  Jewelers 

V  VI 727 

New  York,  NY 

Wempe 
(212)397-9000 

mich,CT 
ed:  Jewelers 
1622-1414 

Palm  Beach,  FL 

Embassy  Palm  Beach 
(407)655-4844 

^ll,HI 

"Hr.vaiianGems 

2722 

Palm  Beach,  FL 

Toumeau  Inc. 
(407)832-8812 

mm,  ID 

■-■m 
.-^-2361 

Richmond,  VA 

Carreras,  Ltd. 
(804)780-9191 

llnwood,IL 

1  Jewelers 
673-6000 

Salt  Lake  City,  UT 

O.C.  Tanner 
(801)532-3222 

Xngeles,  CA 

ig  Hing  Goldsmith 
289-6992 

San  Francisco,  CA 

Shapur 
(415)392-1200 

Washington,  DC 

Chas.  Schwartz  &  Sons 
(202)363-5432 

$19,995* 

IWC's  Da  Vinci'^.  an  automatic  chrono- 
graph with  peipetual  calendar  and  moon 
phase  indicator. 

It  will  be  a  reminiscence  of  Leonardo 
Da  Vinci's  ingenuity  for  entire 
generations  of  watch  connoisseurs  to 
come  -  at  least  until  the  year  2499. 


The  century  slide  for  IWC's  Da  Vinci* 
automatic  chronograph. 
In  the  year  2200,  it  will  propel  an  entire 
generation  of  watchmakers  into 
the  technological  world  of  the  1990s. 
Dear  watchmaker:  we  hope  you  will 
forgive  us  that  your  colleagues  from 
Schaffhausen  have  created  the  Da  Vinci 
in  such  a  way  that  you  rarely  have  the 
opportunity  to  see  one  in  your 
professional  capacity. 
But  chances  are,  you  will  be  able  to  open 
one  of  them  in  early  January  2200  and 
marvel  at  the  ingenuity  of  the  old  masters. 
As  you  peer  in  amazement  into  its 
intricate  movement,  don't  forget  to  insert 
the  new  century  slide  for  the  period  from 
2200  to  2499.  Your  customer  will  have 
brought  it  along  sealed  in  a  tiny  vial. 
Should  you  elect  to  keep  the  Da  Vinci  a 
little  while  -  for  educational  purposes,  of 
course  -  we  suggest  that  you  refrain  from 
offering  the  owner  a  substitute  watch. 
After  all  this  time,  he  is  likely  to  regard  it 
as  a  breach  of  loyalty  to  his  Da  Vinci. 
Yours  truly.  IWC 


IWC 

.9!^  fSGS 


For  further  information  and  a  complete  catalogue  on  all  IWC  timepieces 
please  call  1-800-432-9330 


'Mioufacturer's  tu(|mcd  rtiiil  prKC 


.  .ELLED. 
"Is  there  a  middle  manager  in  the  house?," 
would  anyone  come  to  the  rescue? 
What  is  a  middle  manager,  anyway? 
Valuable  decision-maken  or  paper  pusher? 
How  do  you  measure? 
Sales  per  employee?  Memo  count? 
Meetings  per  hour  (MPH?)? 
And  now  that  weVe  all  trying  to 
re-invent  the  corporation, 
what  do  we  do  with  them? 
Try  asking  them  to  re-invent  their  jobs. 
From  the  ground  up. 

Maybe  you  can  eliminate  waste  and  inefficiency 
(Instead  of  people.) 
Take  advantage  of  the  knowledge, 
experience  and  ideas  of  your  managers. 
They'll  probably  surprise  you. 

(They  can't  wait  to  be  asked.) 
Dun  &  Bradstreet  Software 

takes  the  computers  in  which  youVe 

invested  so  much  and  makes  them 

work  harder  than  ever  before,  supporting  people 

who  support  companies. 

(Computers  can  t  do  it  alone.) 

Dun&Bradstreet  Software 


;an  we  really 
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Russian  oil 


As  much  oil  as  Saudi  Arabia? 


ore 
Sakhalin 
Island 

Marathon  /  Mitsui 
cDermott 
International 


ARMENi: 
AZERBAU: 


Caspian  Se 

Amoco 

Mobi 

Unocal 


Source:  Petroconsultants,  Inc. 


Westerners  are  clamoring  to  help  Russia,  Kazaidistan  and  Azc 
baijan  develop  their  magnificent  oil  riches.  This  map  shov 
promising  areas  and  the  companies  negotiating  deals  there. 


prices  will  help  the  oil  people  reopen 
some  of  the  22,000  Russian  wells  now 
shut  down  for  lack  of  maintenance, 
for  instance,  and  these  could  spout 
600,000  barrels  a  day. 

Thus  the  commonwealth's  oil  pro- 
duction, now  below  10  million  bar- 
rels a  day,  could  easily  recover  to  its 
1987  peak  of  12.5  million  a  day 
through  higher  prices  and  Western 
help.  Higher  prices  would  also  en- 
courage conservation.  A  Lawrence 
Berkeley  Laboratory  analysis  found 
that  if  the  former  Soviet  Union  used 
energy  as  efficiently  as  the  Western 
world,  demand  could  fall  as  much  as 
30%,  freeing  more  oil  for  export. 

So  exports  from  Russia,  Kazakh- 
stan and  Azerbaijan  could  recover  to  4 
million  barrels  a  day,  perhaps  even  to 
6  million  a  day,  by  the  end  of  the 
century,  if  not  before.  Russia,  home  of 
40%  of  the  world's  gas  reserves,  could 
also  export  gas  to  Europe  and  Japan, 
supplanting  others'  oil.  The  likely  re- 
sult, says  Philip  Vcrieger  of  the  Insti- 
tute for  International  Economics: 
surplus  capacity  in  the  world  oil  in- 
dustry, a  buyers'  market,  and — unless 
OPEC  cuts  back — lower  oil  prices. 

Daniel  Ycrgin  recounts  in  his  oil 
industry'  history,  'llw  Prize,  that  the 
Nobels  and  the  Rothschilds  produced 
a  gush  of  Russian  oil  at  the  turn  of  the 
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19th  century  and  broke  John  D. 
Rockefeller's  hold  on  world  oil.  Rus- 
sian oil  exports  could  do  the  same  to 
the  power  Middle  Eastern  producers 
exert  on  world  oil  consumers. 

What's  holding  things  back.'  Con- 
fusion and  red  tape.  After  years  of 
negotiating  with  the  Russians,  some 
smaller  companies  have  succeeded  in 
working  out  deals,  but  so  far  only  one 
big  one  has,  France's  Elf  Aquitaine, 
which  will  explore  40,000  square  ki- 
lometers in  Russia  and  Kazakhstan. 

Among  the  smaller  companies  op- 
erating already  is  Douglas  Ramsay's 
Calgary- based  Fracmaster  Group,  an 
oil  service  outfit.  Since  1989  Fracmas- 
ter, backed  by  Royal  Dutch/Shell  and 
other  Western  partners,  has  spent 
over  $100  million  to  increase  output 
from  500  wells  in  western  Siberia. 
Fracmaster  and  its  Russian  partners 
earn  Russia  $450,000  a  day  in  badly 
needed  foreign  exchange  by  export- 
ing the  additional  production. 

Here's  the  Fracmaster  deal:  After 
expenses,  Fracmaster  and  the  Russian 
companies  split  the  profits  50  50. 
While  other  Russian  oil  companies 
shut  down  wells  for  lack  of  equip- 
ment, R.\msay's  partners  use  some  o\' 
the  foreign  exchange  they  earn  to  buy 
rigs  and  tools  and  to  build  much 
needed   housing  for  their  workers. 


Roughly  50  ventures  \vith  small  Wes 
em  companies,  like  Fracmaster's, 
operating  or  being  negotiated. 

George  Reese  of  Ernst  &  Young 
Moscow  office  says  he  knows  of  soi 
Russian  oil  companies  that  want  t 
sell  stock  on  the  London  exchan 
next  year — even  though  right  now  it'1 
unclear  who  owns  Russia's  oil. 

But  the  really  big  bang  will  co 
when  deals  are  done  by  the  big  intc: 
national  oil  companies.  Here  negoti 
tions  go  slowly.  Russia's  suspicion  o 
foreigners  dates  ft^om  the  Middl 
Ages.  More  recendy,  74  years  of  d 
vout  communism  have  left  the  forme 
republics  without  proper  laws  oi 
property'  rights  or  laws  to  protcc 
investments.  With  the  Moscow  gov 
ernment  unstable,  a  deal  negotiatcc 
with  the  Yeltsin  government  could  bt 
repudiated  by  a  successor. 

Patrick  Early  is  a  36  year  Amocc 
veteran  who  oversees  that  company* 
worldwide   exploration.    He   argue 
that  the  game  is  worth  the  risks,  say  t 
ing:  "It  takes  time  to  build  trust  ant  I 
understanding.  I  absolutely  am  no  f 
discouraged."  Nor  should  he  be.  / 
desperate  need  for  money  can  usually  I 
overcome  political  barriers,  and  no  | 
body  needs  mone\  more  despcratch 
than  the  nations  of  the  former  Sovic 
Union.  ■ 

Forbes  BMav  11, 199: 


:^''  ^^^.:^^.^^- 


•""tri 


Can  you  tell  which  fish  is  poisonous 
without  eating  it  first? 


Avoiding  dangerous  Financial 
mistakes  requires  astute  analysis 
by  experts  who  understand  the 
economic  currents.   Over  the  past 
20  years,  Houlihan  Lokey  Howard 
&  Zukin  has  provided  financial 
advisory  and  investment  banking 


services  to  more  than  4000  clients, 
from  Wall  Street  to  Main  Street. 
For  advisors  who  delve  beneath  the 


iiiiiii 
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Houlihan  Lokey  Howard  &  Zukin 


surface,  call  (800)  788-5300. 
With  more  than  $100  billion  of 
transaction  experience  in  the 
last  five  years,  Houlihan  lx)key 
recognizes  both  the  hazards 
and  opportunities  in  today's 
treacherous  business  \vaters. 


Financial  Opinions  -  Financial  Restructuring  -  Investment  Banking  -  Investment  Management 


Scandal-ridden  and  bankrupt,  Allegheny  International 

didn't  look  like  much  in  1990.  Recapitalized  and 

with  new  management,  the  company  has  become  a  jewel, 

Hidden  value 


By  Matthew  Schifrin 

In  September  1990  the  junk  bond 
market  was  in  collapse  and  the  bond- 
holders of  the  conglomerate  Alleghe- 
ny International,  Inc.  were  happy  to 
setde  their  claims  against  the  bank- 
rupt and  scandal -ridden  outfit  for  as 
little  as  33  cents  on  the  dollar. 

The  bondholders  were  appar- 
endy  so  panicked  they  didn't  see 
what  the  two  former  Goldman, 
Sachs  investment  bankers  at  Ja- 
ponica  Partners  saw.  Japonica 
and  some  partners  bought  the 
claims  against  the  company — and 
thus  the  company  itself — for  an 
average  of  about  45  cents  on  the 
dollar.  The  sellers  included  such 
sophisticated  investors  as  David 
Murdock  and  Odyssey  Partners. 

Allegheny  is  now  Sunbeam- 
Oster  Co.,  Inc.,  and  Japonica  and 
its  backers — Michael  Stein- 
hardt's  Steinhardt  Ventures,  Inc. 
and  Michael  Price's  Mutual  Se- 
ries Funds — are  sitting  on  an  in- 
vestment worth  about  $1.2  bil- 
lion, compared  with  the  $125 
million  they  put  up  less  than  two 
years  ago. 

Sunbeam- Oster  is  a  shin- 
ing example  of  the  rewards 
bankruptcy  investing  can  of- 
fer. However,  in  this  case, 
the  rewards  come  not  just 
from  investing  but  from 
managing  the  company  post- 
bankruptcy.  Over  the  next 
several  years  more  and  more 
distressed  companies  like 
Sunbeam-Osier  will  be 
emerging  with  new  capital 
structures  and  in  many  cases 
new  owners.  A  U)t  of  the  new 
owners  are  going  to  get  ver)' 
rich. 

Japonica  Partners  is  now 
dormant,  and  its  principals, 
Paul  Kazarian,  36,  and  Mi- 


chael Lederman,  39,  have  hung  up 
their  dealmaker  hats  and  are  under- 
taking the  roles  of  chief  executive  and 
general  counsel,  respectively,  of  Sun- 
beam-Oster.  The  pair  seem  commit- 
ted to  life  in  corporate  management 
and  have  recentiy  purchased  houses 
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SunbeanvOster's  Paul  Kazarian  (top)  and  Michael  Lederman 
Quit  dealmaking  to  sell  electric  blankets  and  gas  grills. 
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near  Sunbeam's  new  headquarters  ir  i^'*' 
Providence,  R. I. 

In  their  new  careers  Kazarian  anc 
Lederman  oversee  a  nearly  S900  mil" 
lion  (revenues)  company  that  undo 
the  Sunbeam  and  Oster  brand  name- 
manufactures    household    product5<  "^^ 
ranging  fi-om  blenders,  irons  and  * 
gas  gril's  to  clocks,  electric  blan 
kets  and  shavers.  Sunbeam  alsc, 
has  over  40  operating  facilid 
ranging  all  the  way  ft-om  Caracas  ^'''^■ 
Venezuela  to  Brown  Deer,  Wis. 
Lederman  and  Kazarian  have' 
done  more  than  simply  recapital 
ize  the  company.  They  have  con 
solidated  all  operations  under  thc<^ 
Sunbeam  and  Oster  brand  names 
and  have  fired  layers  of  manage- 
ment. Now  different  di\isions  coi 
operate  in  targeting  and  serNing^  * 
Sunbeam's    biggest    customers 
including  Wal-Mart,  Kmart  and 
Home  Depot.  So  committed  is 
Sunbeam  to  these  retailers  that  it 
has  installed  electronic  inventory 
management  systems  that  inter- 
act with  the  systems  at  the  stores, 
and  it  has  appointed  team 
~      captains    for    each    retailer. 
Sunbeam  is  even  using  Wal- 
Mart's  ''iMade  in  .\mcrica" 
theme  in  a  new  advertising 
campaign. 

In  the  last  year.  Sunbeam's 
gross  profit  margins  ha\e  in- 
creased fi-om  less  than  20%  to 
26%,  and  by  the  end  ot  last 
year  cash  ficnv  w  as  rtinning  at 
$130  million  annually.  Debt 
has  been  reduced  to  around 
SI 00  million  troni  a  bank- 
ruptcy total  of  over  $500 
million,  and  cash  flow  covers 
interest  1 1  times. 

Since  giant  retailers  like 
Wal-Mart  and  Home  Depot 
incrcasinnlv  dominate  mass 
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/C  timepieces  available 


:  these  fine  jewelers 

V  Harbour,  FL 

|)umeau  Inc. 
05)866-4312 

Los  Angeles,  CA 

Morgan  &  Co.  Jewelers 
(213)208-3377 

ala  Cynwyd,  PA 

JberlGovberg&Sons 
^15)664-1715 

lMcLean,VA 

Chas.  Schwartz  &  Sons 
(703)893-1122 

everly  Hills,  CA 

rjd  Joaillier,  Inc. 

M  3)  278-3733 

Miami,  FL 

Moray's  Jewelers 
(305)374-0739 

Ikverly  Hills,  CA 

fsA*nncess  Jewels  Collection 
Il2 13)  276-5556 

Monterey  Park,  CA 

Chong  Hing  Goldsmith 
(213)623-3645 

Iftoston,  IMA 

Dorfman  Jewelers 
617)536-2022 

New  Orleans,  LA 

Adler's 
(504)523-5292 

Carmel,  CA 

4esselbein's,  Inc. 
(408)625-2522 

Newport  Beach,  CA 

Traditional  Jewelers 
(714)760-8035 

Cincinnati,  OH 

Swiss  Time  Ltd. 
(513)793-4330 

New  York,  NY 
Cellini  Jewelers 
(212)888-0505 

Dallas,  TX 

Castel  Jewelry 
(214)788-0233 

New  York,  NY 

Cellini  Jewelers 
(212)751-9824 

Dallas,  TX 

dcBoulle  Jewelry 
(214)522-2400 

New  York,  NY 
Joseph  Edwards 
(212)682-0383 

•enver,  CO 

Hyde  Park  Jewelers 
(303)755-3541 

New  York,  NY 

Toumeau  Inc. 
(212)563-6880 

Fargo,  NO 

Royal  Jewelers 
(701)232-2491 

New  York,  NY 
Toumeau  Inc. 

(212)758-3265 

Glastonbury,CT 

Baribault  Jewelers 
(203)633-1727 

New  York,  NY 

Wempe 

(212)397-9000 

Greenwich,CT 

Manfredi  Jewelers 
(203)622-1414 

Palm  Beach,  FL 

Embassy  Palm  Beach 
(407)655-4844 

Honolulu,  HI 

Royal  Hawaiian  Gems 
(808)926-2722 

Palm  Beach,  FL 

Toumeau  Inc. 
(407)832-8812 

Ketchum,  ID 

Jensen-Stem 
(208)726-2361 

Richmond,  \  A 

Carreras,  Ltd. 
(804)780-9191 

Lincolnwood,IL 

Smart  Jewelers 
(708)  673-6000 

Sail  Lake  City,  LT 

DC.  Tanner 
(801)532-3222 

Los  Angeles,  CA 

Chong  Hing  Goldsmith 
(818)289-6992 

San  Francisco,  CA 

Shapur 
(415)392-1200 

Washington,  DC 

Chas.  Schwartz  &  Sons 
(202)  363-5432 


Titanium 
Chronograph 

Designer  Ferdinand  A.  Porsche 
Manufactured  by  IWC  Schaffhausen 
World's  first  titanium  chronograph 
In  two  sizes,  0  36  mm  and  42  mm 
Sapphire  crystal  -  Integrated  function 
actuators  -  Water-resistant  to  60  meters 

PORSCHE  DESIGN 

vIWC 
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PORSCHE  DESIGN     =  -  ro 

MON  22  ■|-° 
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$4,495 


IWC 

For  further  information  and  a  complete  catalogue  on  all  IWC  timepieces 

please  call  1-800-432-9330 

*Manufsclurrr's  \uxg(%lrd  rrlail  prirt. 
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Me  All-New.  SuDerck 
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bd  Pontiac  SSEi. 


Inlnnlucing  the  supercharged  Pontiac  SSEi:  a  higher  level  of  luxury  and  excitement. 

I'he  most  technolojfically  advanced  Pontiac*  ever  offered,  its  wealth  of  standard  features  include:  A  3.8L 
supercharged  3800  V6... Driver-  and  passenger-side  airhags...Anti-l(K-k  hrakes... Full-feature  theft-deterrent  svstem. 
Traction  control...  12- way  articulating  front  huckets... Variable-effort  j^ower  steering... Head-l'p  display... Electnmic 
('()mpass...l6"Z-rated  tires... Electronically  controlled  4-spee(f  automatic  transmission... Eight-speaker  sound 
>y  stem...  Re  mote  keyless  entry...  Electronic  ride  control. 

Should  you  need  even  mon'  pR>of  that  some  performance  sedans  are  created  mon'  «H]ual  than  others,  we 
suggest  you  see  your  Pontiac  dealer  to  arrange  for  a  test  drive  in  the  all-new  Pontiac  SSEi. 


PONTIAC  SSEi  ¥  A  Hisher  Level  Of  Excitement 
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+79.95% 


+123.10%* 


SINCE  INCEPTION 
10/16/86-3/31/92 


First  Class  Performance 

For  the  more  than  five-year  period  since  its  inception,  Dreyfus  Strategic 
Investing  has  outperformed  the  average  for  all  common  stock  funds 
tracked  by  Lipper  Analytical  Services,  Inc.  Past  performance  is  no 
guarantee  of  future  results.  $2,500  minimum  investment. 

Dreyfus 

Strategic  Investing 

P.O.  Box  3498,  Camden,  NJ  08101 

1-800-373-9387^:1:^784 

For  more  complete  information,  including  charges  and  expenses,  obtain  a  Prospectus  by  calling  toll 
free.  Please  read  it  carefully  before  you  invest. 

'Figures  for  Dreyfus  Strategic  Investing  include  4.5%  sales  load.  The  Fund's  share  price  and  investment 
return  will  fluctuate,  so  that  you  may  receive  more  or  less  than  your  original  investment  upon  redemption. 
Fund  uses  advanced  investment  techniques  which  involve  greater  risk  than  the  average  common  stock 
fund.  Dreyfus  Service  Corporation,  Distributor.  047 001 


Keep  the  IRS 
out  of  your  pocket. 

Pay  less  in  taxes,  and  keep  more  of  your  earnings  in  your  pocket, 
with  Twentieth  Century's  Tax-Exempt  Long  Term  bond  fund. 

For  more  complete  informa- 


Tax-Exkmit  L()N(;  Tkrm 


-.  ^^0/  tion  about  Twentieth  Century, 

30-day  yield  (3/3 1/92) ^.Qo'^  •      1    j-         u  j 

,    .  T  1  Q%  including  charges  and  expenses. 

Tax  equivalent* /.lo'"  '^  •" 

A\ieme  hnm^]  Total  Return  as  of  3/31/92  ^^^^^  ^^^  ^  ^^^  prospectus.  Please 

1  year  10.46"''"  ^^^^  the  prospectus  carefully 

5  years 7.30"^'  before  investing. 

Since  inception  (3/1/87) 7.10'^" 


'^MW 


will     \ 


1-800-345-2021 

P.O.  Box  419200.  Kansas  City,  MO  64141-6200 

Taxable  equivalent  yields  are  based  on  the  maximum  31%  tax  rate.  Investment  income  may  be 
subject  to  state  and  local  taxes  and  the  federal  alternative  minimum  tax.  Capital  gains,  if  any,  are  not 
exempt  from  federal  income  tax.  •  Data  quoted  represents  past  performance.  Investment  return  and 
principal  value  w/ill  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost 
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No -Load  Family  of  b\inds 


Sunbeam -Oster 

retailing,  smait  managements  like 
Newell,  Rubbermaid  and  now  Sun 
beam  are  benefiting  because  these 
retailers  prefer  doing  business  with 
suppliers  that  can  offer  large,  diverse 
product  lines  and  volume  discounts. 
Smaller  independent  houseware  man- 
ufacturers have  been  virtually  shut  out 
of  these  channels. 

Sunbeam  is  capitalizing  on  this 
trend  to  increase  its  market  share.  So 
far  it  has  bought  three  small  consumer 
products  companies  and  controls 
about  50%  of  the  barbecue  grill  mar- 
ket. In  electric  blankets  it  has  emerged 
as  the  only  player  remaining.  A  re- 
cently secured  SI 50  million  line  of 
credit  at  investment  grade  rates  could 


Sunbeam-Oster  is  a 
shining  example  of  the  re- 
wards of  bankruptc}'  in- 
vesting. The  rewards 
come  not  just  from  in- 
vesting but  from  manag- 
ing the  company  post- 
bankruptcy.  Over  the 
next  few  years  more  and 
more  distressed  compa- 
nies will  be  reemerging. 


mean  that  more  acquisitions  are  on 
the  way. 

Since  the  old  Allegheny  sharehold- 
ers were  all  but  wiped  out  and  the 
creditors  settled  cheaply,  nearly  all  the 
fruits  go  to  Japonica  and  its  backers. 
Less  than  1%  of  Sunbeam's  63  million 
shares  are  in  public  hands;  its  w  arrants 
and  stock  trade  only  occasionally  on 
the  pink  siicets.  Peter  Faulkner,  head 
of  distressed  securities  at  Alex.  Rrow  11 
&  Sons  and  a  shrewd  Alleghenx 
bondholder  who  took  some  stock 
instead  of  cash,  has  held  stcvk  since 
Sunbeam  came  out  of  Chapter  11. 
Faulkner  has  been  bu\ing  the  sitK'k at 
a  recent  12%.  Warrants  trading  at 
abiHit  $26  entitle  holders  to  pay 
S8.7()  U>r  three  shares  t>f  stiKk.  .\n 
other  rumored  buyer  of  Sunbeam 
stock  is  Mario  Gabclli. 

I'urns  out  a  lot  of  those  junk  b*>nds 
weren't  so  junky  after  all.  Investors 
who  held  the  .\llegheny  l-K>nds 
through  the  bad  spell  in  1^89  and 
1 990  have  today  securities  worth,  not 
100  cents  on  the  dollar,  but  around 
S4  on  the  dollar.  ^ 
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AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leadership? 
Since  founding  the  industry  in  1971,  AMBAC  has,  for  example,  insured  more  health 
care-related  issues  than  any  other  municipal  bond  insurer  That  translates  directly  into 

new  hospitals,  state-of-the-art 
equipment  and  emergency 

TO  AMERICA  CAN  "* '^^"- 


care-rciaicu  ibbucb  uiaii  any  uuici  iuuiiiui{jai  uuiiu  l^^ul 

Our  commitment 


BE  A  LIFESAVER. 


ing  to  save  lives  all 
across  America. 

Our  work  in  health  care  is 


further  evidence  of  AMBAC's  commitment  to  strengthen  America,  and  help  secure  its 
future  by  rebuilding  its  aging  infrastructure. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our  recog- 
nized analysis  and  research  capabilities,  which  means  fast  turnaround  as  well  as 
competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest  in  it 
That's  a  philosophy  that  can  save  not  only  money  but  lives  as  well. 


AMBAC  lndemnit>'  Corporation 

One  State  Street  Plaza.  New  York.  NY  10004 

(212)668-0340 


Eaton  Corp.  has  strong  market  positions  and  a  capable 
new  boss.  Now  if  only  the  economy  would  cooperate. 

Do^im  and  dirty 


By  Dyan  Machan 

"Kind  oh  down  and  dirty." 
That's  how  William  Butler, 
Eaton  Corp.'s  new  chief  ex- 
ecutive, describes  his  $3.4 
billion  (sales)  company. 
"My  God,  what  could  be 
more  mundane  than  a  truck 
axle.>" 

Mundane,  maybe,  but 
profitable.  Based  in  Cleve- 
land, Eaton  supplies  axles 
and  engine  valves  to  the 
truck  building  and  auto- 
motive industries.  During 
the  last  five  years,  a  period 
covering  the  worst  of  the 
automotive  cycle's  down- 
turn, Eaton  has  averaged  a 
more  than  respectable 
17.2%  return  on  equity. 
Even  with  a  $25  million 
aftertax  writeoff  from  plant  ^^^H 
closings  last  year,  Eaton  re- 
ported earnings  of  $74  million,  or 
$2.19  a  share.  By  contrast,  companies 
with  similar  product  lines,  like  trw, 
lost  money  last  year;  Dana  merely 
broke  even. 

Eaton  dominates  most  of  its  mar- 
kets. It  has  a  hammerlock  on  selling 
transmissions,  axles  and  brakes  to  the 
heavy-dut>'-truck  market,  which  is 
just  beginning  to  recover.  Ditto  for 
pickups,  minivans  and  four-wheel- 
drive  vehicles;  for  these,  Eaton  sup- 
plies springs  and  engine  parts.  For  the 
housing  market,  also  showing  signs  of 
picking  up,  Eaton  sells  switches  for 
circuit  breakers  used  for  home  wiring, 
plus  components  for  big  appliances 
like  dishwashers  and  ovens. 

Butler,  61,  a  35-year  veteran  of 
Eaton  who  once  played  baseball  for  a 
minor  league  team  belonging  to  the 
St.  Louis  C>ardinals,  still  peppers  his 
conversation  with  baseball  images.  "I 
moved  from  the  outfield  to  catcher," 
he  says,  describing  his  Jan.  1,  1992 
takeover  of  the  top  job  at  Eaton  from 
James  Stover,  who  retired.  Neither  he 


William  Butler,  Eaton's  chief  executive 
"All  we  need  is  some  volume." 


nor  Stover  dropped  many  balls. 

When  many  similar  companies 
were  slow  to  downsize  and  cut  costs, 
Eaton  was  always  in  the  vanguard. 
Over  the  last  20  years  it  built  22 
nonunion  plants  in  the  Midwest  and 
South,  and  since  the  early  Eighties  has 
closed  8  less  efticient  union  plants, 
ensuring  lower  labor  costs  and  worker 
flexibility. 

In  the  early  Eighties  Eaton  also 
tried  to  diversify  into  high-tech  areas. 
When  it  bought  C>utlcr- Hammer, 
Inc.,  an  electrical  equipment  maker, 
for  $382  million,  it  acquired  defense 
electronics  and  semiconductor  equip- 
ment. Eaton  also  put  astronaut  Neil 
Armstrong  on  its  board.  The  di\ersifi- 
catioit  results  were  mediocre.  Bv 
1988  Eaton  had  sold  ofi"  the  tech 
related  companies  and  had  re  focused 
on  what  it  docs  best:  truck  parts  and 
electronic  controls.  The  company  is 
now  number  one  t)r  two  in  79%  of  its 
markets. 

In  the  last  six  years  it  has  spent 
$550    million   on    acquisitions,    but 


they  have  been  in  the  down  and  dirt>j 
businesses  where  Eaton  excels.  Ac- 
quisitions include  Germany's  S13J 
million  (sales)  Franz  Kirsten  KG.  That] 
tripled    Eaton's    automotive    switch! 
business,    making    it    number    onel 
worldwide.  Butler  figures  he  will  have| 
the  cash  to  make  a  SI  billion  acquisi 
tion  in  the  next  five  years. 

With  these  acquisitions  and  with  ani 
almost  obsessive  attentionl 
I  to  costs,  Buder  promises  tol 
f  keep  squeezing  more  prof-' 
I   its  out  of  even.' sales  dollar.  I 
He  has  told  each  of  Eaton's! 
seven  operating  divisions  tol 
increase  productivit)'  by  4% I 
to  6%  each  year,  starting  I 
now.   "We're   turning  up| 
the  intensitN',"  he  says. 

Throughout  the  current! 
downturn,  Eaton  has  spent 
an  average  SI 24  million  a| 
year  on  product  develop- 
ment. That  has  led  to  the  I 
introduction  of  a  low-pro- 
file axle,  one  that  sits  lower] 
on  the  truck  than  tradition- 
al axles,  thereby  allowing 
more  cargo  in  the  trailer. 

The  development  spend- 
ing has  also  resulted  in  a 
supercharger,    an    engine - 
power  booster  that  may  re- 
place the  turbocharger  on  many  cars. 
It's  already  going  on  three  of  General 
Motors'  luxun,'  cars.  Mercedes  is  said 
to  be  interested. 

Meanwhile,  there's  the  multivahc 
engine  ever>'one  in  Detroit  is  talking 
about.  It  will  save  fiiel  and  improve 
emission  levels,  and  is  in  production 
in  current  Ford  models.  The  engine 
needs  t\vice  the  vahes  ciu-renily  re 
quired;  that  suggests  a  30%  tt^  40% 
increase  in  Eaton's  valve  sales,  the 
largest  part  of  its  S477  million  auto 
motive  components  division. 

Ihus  Eaton  is  showing  that  Ameri 
ca  need  not  lose  its  industrial  base 
Bear,  Stearns  analyst  Douglas  I^ugh 
lin  is  predicting  earnings  of  S4.30  a 
share   this  year,  nearly  double   last 
vear's       writei>tV  depressed        level. 
I  aughlin  toresees  S8  to  S 1 0  a  share — 
once  the  economic  rccoverv*  is  for  real. 
"We  made  a  lot  o\'  sacrifices  in  the 
Eighties,"  says  Butler.  "Now  we've 
got  the  basics  lined  up,  >\'ith  good 
stakes  in  some  huge  markets.  All  we 
need  is  some  volume."  ^M 
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For  Those 
who  Seek 
Comfort 
In  Their 
Surroundings, 
Especially 
The  shirt 
They  Wear 

Wherever  you  are,  you'll 
appreciate  the  comfort  of  Cross 
Creek's  Combed  Cotton,  Cotton 
Pique  and  Supima  Lisle  shirts. 
A  wealth  of  textures,  colors  and 
styles,  made  in  America  of  the 
finest  cottons  in  the  world. 

Cross  Creek  controls  every  phase 
of  a  shirt's  creation,  from  yarn 
spinning  to  the  finished  product. 
To  assure  that  each  shirt  is  expertly 
tailored  and  made  to  last. 

Cross  Creek  Shirts.  Because 
comfort  wears  well  on  everyone. 


Cross  Creek.  Since  1935. 
The  Experience  Shows! 


The     Exceptional    Shir 


^QJ^j^J 


CX:iwsCi«i.Appwl  Inc  IW2 


ver  80%  of  the 
most  prominent  figures 

in  banking  count  on 
our  computer  solutions. 


Throughout  the  world,  bankers 
speak  dollars  and  bankers  who 
ik  yen  and  bankers  who  speak 
nds,  pesos,  Deutsche  marks,  and 
cs,  all  speak  to  Unisys  for  answers 
leir  mission-critical  needs. 

Forty-one  of  the  world's  50 
est  banks  rely  on  Unisys  informa- 
i  systems.  And  half  the  world's 
cks-40  billion  annually-are  pro- 
sed on  Unisys  computers.  But  the 
!k  hardly  stops  there. 

Over  3,000  financial  institutions 

2  'Jnisys  Corporation 


depend  on  our  systems  for  funds 
transfer.  We've  put  our  banking  cus- 
tomers a  year  ahead  of  the  com- 
petition in  check  imaging  solutions. 
We  offer  unequaled  capability  in  the 
revenue-generating  area  of  branch 
automation.  And  we  rank  first  in  cus- 
tomer satisfaction  surveys  of  markets 
as  demanding  as  Japan. 

UNISYS 

We  make  it  happen. 


So  it's  hardly  surprising  that 
ten  of  Japan's  top  ten  banks,  ten  of 
Europe's  top  ten,  nine  of  America's 
top  ten,  seven  of  twelve  U.S.  Fed- 
eral Reserve  banks,  and  60,000  other 
distinguished  customers  recognize 
Unisys  as  a  world  leader  in  mission- 
critical  information  systems. 

A  few  more  prominent  figures: 
1-800-448-1424,  ext.  170.  When  you  call, 
ask  how  we  can  put  the  advanced 
technology  and  dedicated  people  of 
Unisys  to  work  on  your  account. 


SIAKIINU  YUUK  UWN  BUSINtSS 


Bored  by  college,  bartending  and  teaching  English, 
John  Ackerman  began  building  American-style  houses 
in  Japan.  Between  the  bureaucracy  and  a  collapsing 
real  estate  market,  he's  found  plenty  to  hold  his  attention, 


Cape  God 
in  Kyoto 


By  Gale  Eisenstodt 

John  Ackerman  was  a  State  Depart- 
ment brat.  Born  in  Norway,  he  grew 
up  in  Thailand,  where  his  father,  a 
career  diplomat,  was  posted  in  the 
Sixdes.  After  trying  college  (1979- 
82),  tending  bar  and  driving  trucks 
while  going  to  night  school  in  Wash- 
ington, D.C.  (1982-84)  and  teaching 
English  in  Kyoto,  Japan  (1984-88), 
Ackerman  finally  found  a  challenge 
that  could  hold  his  attention:  build- 


ing American-style  houses  in  Japan, 
mosdy  from  imported  components — 
right  down  to  the  oak  floors,  antique- 
style  brass  lamps.  Sears  ovens,  and 
mailboxes  stamped  with  "U.S.  Mail." 
It  happened  like  this: 

After  four  years  of  teaching  English 
to  senior  Japanese  executives,  as  well 
as  to  5 -year-olds,  Ackerman  was  get- 
ting antsy.  One  night  he  and  his  boss 
at  the  English  school,  Koichi  Sakano, 


were  drinking  with  some  real  estate 
developer  fiiends  in  an  Osaka  bar 
Ackerman  obser\ed  that  American 
style  homes  were  becoming  populai 
in  Japan.  But,  he  added,  Japanese 
builders  skimped  on  materials,  and 
the  designs  were  box\'  and  dull.  "I  can 
build  better  houses  than  you  have 
here,"  Ackerman  recalls  bragging. 

The  developers,  riding  high  at  the 
time  on  the  Eighties  Japanese  land 
boom,  decided  to  give  the  young 
^aijin  a  try.  They  put  up  two  building 
lots  in  Kyoto;  Ackerman  would  build 
two  houses.  Profits,  if  any,  would 
be  spht. 

It  wasn't  much  of  a  gamble.  Prop- 
ert}'  prices  were  growing  at  least  25%  a 
year.  Even  if  Ackerman  flopped  as  a 
builder,  the  locals  figured  they  would 
make  money  flipping  the  property. 
Ackerman's  contribution:  about 
$5,000,  most  of  his  savings,  for  a  trip 
back  to  the  U.S.  to  round  up  West 
Coast  building  supplies.  Using  letters 
of  credit  provided  by  his  partners,  he 
later  ordered  everxthing  fi-om  two- 
by- fours  to  doorknobs  and  windows 
to  build  nvo  houses,  and  shipped 
everything  to  Japan  in  six  containers. 


John  Ackerman, 
president  of 
Ackerman  Homes 
"Japanese  are 
always  saying  you 
can't  fk)  things. 
You  have  to  be 
creative.  " 
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Can  your  copier  do  this? 


Can  It  send  out  Its  own  distress  signal?  Summon 
maintenance  personnel?  Provide  constant  updates  and  an 
accurate  diagnosis  of  both  actual  and  impending  trouble? 

Above  all,  can  It  keep  you  from  being  left  stranded? 

Ours  can.  TnanKs  to  a  revolutionary  bit  of  technology 
called  the  Minolta  S.M.A.R.T  System. 

This  system  links  your  copier  (provided  It's  a  Minolta) 
directly  to  a  PC  in  your  dealer's  maintenance  department. 

So  he's  Instantly  alerted  to  any  copier  problem  -  from  a 
simple  paper  Jam  to  a  major  snafu.  And  better  equipped  to 
take  swift,  appropriate  action.  Whether  that  means  sending 


out  the  right  tools  and  parts,  or  automatically  scheduling 
preventive  maintenance. 

You'll  find  In  terms  of  convenience,  efficiency  and 
economy,  the  Minolta  S.M.A.RT  System  can  be  a  real 
ilfesaver.  To  find  out  more  about  It,  call  1-800-9-MlNOLTA. 


COPfERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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SURGEON  GENERAL'S  WARNING:  Smoking 
By  Pregnant  Women  May  Result  in  Fetal 
Injury,  Premature  Birth,  And  Low  Birth  Weight. 
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©1992  Four  Seasons  Hotels  Ltd. 


is  aeligntea  tnat 

we  are  me 

only  notel  in 

Los  Angeles 

on  tne 
aistinguisnea 

list  or 

MohilS-Star 

Award  winners. 


He's  certain  it  was 
tne  pancakes. 


FburSeasons  Hotel 

LOS  ANGELES 
at  Beverly  Hills 

3(10  ^olllll  IX.luMiv  Drive 
At  HiM-ton  \V.iv,  L..S  \n^A'»,  CA  1)0048 

Toloplu.iu-:  (310)273-2222 
(800)  332-3442 


STARTING  YOUR  OWN  BUSINESS 


Then  the  hassles  began.  When  he 
inquired  about  bringing  his  shipment 
of  building  materials  into  the  docks  of 
Kobe,  a  customs  officer  handed  him  a 
tariff  book  with  a  list  of  Japanese  firms 
in  the  back  and  told  him  to  hire  an 
import  agent.  But  agents  wanted 
$4,000  to  do  the  paperwork  on  a 
$20,000  shipment.  Ackerman  balked 
at  the  price.  "The  law  says  you  can  do 
it  yourself,"  he  says.  "But  the  system 
is  so  complicated  nobody  does." 

Ackerman  didn't  feel  like  splitting 
whatever  profit  he  might  make  on  his 
houses  with  Japanese  agents.  So  he 
spent  the  next  few  days  in  Kobe  study- 
ing the  tariff  regulations,  taking 
agents  out  to  lunch,  and  at  one  point 
secretly     photocopying     completed 

"What  we  really  have  to 
do  to  win  in  Japan," 
says  Ackerman  to  his 
fellow  American  business 
people,  "is  to  win 
the  customer." 


customs  forms,  which  had  been  left: 
out  on  an  agent's  desk.  He  used  these 
as  models. 

After  almost  three  days  of  dickering 
with  customs  officials,  Ackerman  got 
his  supplies  through. 

The  nontariff  barriers  didn't  end 
there.  Arriving  to  pick  up  another 
shipment,  Ackerman  was  informed  by 
the  harbormaster  that  the  load  was 
too  large  to  be  hauled  along  Japanese 
roads.  It  would  cost  $3,800,  he  was 
told,  and  take  ten  days  to  get  the 
shipment  delivered. 

Ackerman  asked  the  harbormaster 
to  explain  what  the  problem  was.  As  it 
turned  out,  the  load  had  shifted  in 
transit  and  a  block  of  wood  was  stick- 
ing out  8  inches.  Grabbing  a  mallet 
from  his  car,  Ackerman  hammered 
the  block  back  into  place.  Problem 
solved,  load  moved. 

"Japanese  arc  always  saying  you 
can't 'do  things,"  says  Ackerman. 
"The  moral  is:  There's  a  lot  you  can 
do  here,  but  yt)u  have  to  Ix'  creative." 

Using  Japanese  subcontractors, 
Ackerman  put  up  his  first  hou.sc — a 
two-stor\'  yellow  Cape  C'od  design 
with  brown  shutters  and  a  white  pick 
et  fence.  C'onstruction  took  a  little 
o\cr  four  months.  The  1 ,420  square 


foot  house,  advertised  in  local  news-i 
papers,  sold  for  SI  million  (includint 
land)  before  construction  was  conv] 
pleted.  Ackerman's  second  house, 
smaller  blue -and -white  colonial,  als 
sold  quickly,  fetching  S460,000. 

With  two  houses  serving  as  modelsj 
Ackerman  and  Koichi  Sakano,  whc 
had  become  his  partner,  were  able  tc 
get  loans  on  their  own  from  loca 
Kyoto   banks.    In    December    198^ 
Ackerman  Homes  was  officially  estab-l 
lished.  Ackerman  and  Sakano  own] 
80%.  The  developers  who  backed  the  | 
first  two  houses  own  the  balance. 

Dressed  in  blue  jeans  and  a  gray 
leather  jacket  with  a  Motorola  cellula 
phone  jammed  into  his  pocket,  Ack- 
erman, now  31,  proudly  shows  a  \isi- 
tor   through   a  partially  completedl 
contemporar\'-st\'le    nursing    home,! 
his  tenth  project.  But  Japan's  plung-j 
ing  real  estate  market  has  hit  him 
hard.  The  urge  to  speculate  bit  Acker- 1 
man  two  years  ago  when,  at  the  peak 
of  the   land   price   boom,   he   paid 
$500,000,  most  of  it  borrowed,  for  a| 
lot  in  a  ritzy  section  of  Kyoto.  Now 
that  the  market  is  in  a  slump  he  can't  I 
sell  the  land,  and  he  is  stuck  making 
big  interest  payments.  "You  make  the 
bed,"  Ackerman  says  philosophically,  1 
"you  have  to  sleep  in  it." 

Ackerman  now  builds  stricdy  on  a  I 
contract  basis,  on  land  owned  by  cus- 
tomers. His  houses  are  designed  by  an 
architect  in  Seattle  and  modified  by 
Japanese  architects  to  meet  local 
building  codes.  Nearly  all  the  materi- 
als come  directly  from  the  U.S. 

Ackerman  says  that  in  most  respects 
his  job  isn't  much  different  fi-om  the 
average  .\merican  contractor's.  One 
manages  the  subcontractors,  keeps 
costs  in  line  and  holds  the  client's 
hand.  On  that  last  point  Ackerman, 
like  most  foreigners  who  succeed  in 
Japan,  is  tenacious.  For  example:  He 
calls  on  customers  at  least  once  a 
month  to  see  if  anything  needs  fixing. 

Before  work  begins  on  a  house, 
subcontractors  often  want  the  job  site 
to  be  blessed  by  a  Shinto  priest.  So 
Ackerman  visits  the  UkmI  shrine,  pays 
$77  to  get  sand,  sake,  rice,  salt  and 
ornaments  and  has  a  priest  pcrtbrm  a 
1 S  minute  prayer  ceremony. 

"What  we  realK  have  to  do  to  win 
in  Japan,"  says  Ackcmian  to  his  fellow 
American  business  jx'opic,  "is  to  win 
the  customer."  Mi 
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lie  Guardian  Life  Insurance  Company  of  America 


The  Guardian's  Report  Card: 
Straight  A's 

Despite  these  financially  troubled  times, 
The  Guardian  is  making  the  grade  by  earning 
the  highest  marks  for  fiscal  strength  from 
each  of  the  leading  independent  financial 
rating  services.  A+  from  A.M.  Best.  AAA 
from  Standard  &  Poor's.  And  Aaa  from 
Moody's.  In  fact,  only  eight  companies  in 
the  United  States  are  on  the  honor  roll  of  all 
three  rating  services.  And  two  of  the  eight 
companies  are  part  of  The  Guardian  family. 

No.  1 1n  Our  Class 

The  Guardian  has  also  achieved  top  scores 
from  Financial  World  magazine.  They  took 
a  tough  look  at  the  insurance  industry  and 
ranked  the  42  U.S.-based  life  and  health 
insurance  companies  with  assets  of  $5  billion 
or  more.  They  focused  on  claims-paying 
ability  as  well  as  the  customary  statutory 
financial  ratios.  The  Guardian  was  rated  at 
the  head  of  the  class  as  the  No.  1  insurance 
company  in  the  United  States. 

Our  Hard  Work  Pays  Dividends 

We've  done  our  homework  every  day  for 
132  years.  It's  how  we've  kept  our  financial 
house  in  order  through  good  economies  and 
bad.  And  all  of  our  hard  work  is  continuing 
to  pay  off  in  tangible  policyholder  benefits, 
like  our  impressive  dividends.  This  year,  The 
Guardian  distributed  the  highest  dividend  in 
its  history  —  continuing  an  unbroken  record 
since  1860. 

Put  Us  To  The  Test 

Take  this  quick  quiz:  Does  your  insurance 
company  consistently  receive  the  highest 
marks  from  the  major  rating  services?  Is  the 
Life,  Disability  or  Group  policy  you  bought 
five  years  ago  living  up  to  its  promises?  Is  the 
variable  annuity  you  bought  performing  up 
to  your  expectations?  If  the  answer  to  any 
one  of  these  questions  is  no,  put  The  Guardian 
to  the  test. 

Call  1-800-662-1006. 

You'll  learn  more  about  the  financial  strength 
of  The  Guardian.  And  more  about  our  superior 
products  and  services  for  Life  Insurance, 
Group  Insurance,  Reinsurance,  Disability 
Income  Protection,  Equity  Products,  or 
Asset  Management.* 


^  The  Guardian^ 

The  Intelligent  (-Ik me 


Since 


18      6      0 


Equity  products  are  offered  through  Guardian  Investor 
Services  Corporation*,  a  wholly-owned  subsidiary  of 
The  Guardian  Life  Insurance  Company. 

£)  1992  The  Guardian  Life  Insurance  Company  of  America 
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MOTOR  TREND,  JULY  1950 

PORSCHE  356 

"The  newest  creation  of  one  of 

history's  most  brilliant  designers 

of  sports  and  racing  cars... 

a  challenge  to  all  designers." 

SPORTS  CAR  ILLUSTRATED,  JUNE  1956 

PORSCHE  356  SPEEDSTER 

"one  of  the  most  significant  technical 

accomplishments  of  our  time .. . 

an  engineering  masterpiece 

in  the  full,  literal  sense  of  the  term." 

CAR  AND  DRIVER  YEARBOOK,  1965 

PORSCHE  356SC 

'...an  aura  of  Old  World  craftsmanship 

so  thick  you  couldn't  cut  it 

with  a  Wilkinson  Sword  blade." 

CAR  AND  ORtVER,  APRIL1965 

PORSCHE  9il 

"Race  breeding  and 

engineering  refinement  ooze 

from  the  911  's  every  pore." 


MOTOR  TREND,  MAY  1972 

PORSCHE  914 

"The  914  is  the  logical  and  emotional 

direct  descendant  of  the  356  Speedster 

...it  will  put  an  indecent  number  of 

miles  into  a  given  unit  of  time 
thanks  to  superb  road  manners." 

MOTOR  TREND,  MAY  1972 

PORSCHE  LINE 

"There  is  no  such  thing  as  an 

'average  Porsche.'  There  never  has 

been.  Each  and  every  Porsche 

from  the  original  356... to  the  latest 

911  is  uniquely  individual." 


MOTOR  TREND,  NOVEMBER  1974 

PORSCHE  911 
"What  an  amazing  car  the  911  is! 
. . .  completely  true  to  the  tradition 

founded  25  years  ago  by 
the  aluminum-bodied 
yellow  coupe..." 


CAR  AND  DRIVER,  MARCH  1975 

PORSCHE  911  TURBO 

CARRERA 

"In  glistening  black  and  trailing 

its  whale-tail  wing,  it's  right  up  there 

with  the  late  lamented  mini-skirt 

for  head-turning  power" 

CAR  AND  DRIVER,  JUNE  1977 

PORSCHE  928 

"The  arrival  of  the  spectacular 

front-engine  4.5  litre  V-8  928 

makes  one  thing  immediately  clear: 

Suddenly,  a  lot  of  very 

famous  sports  cars  look 

very  obsolete." 


CAR  AND  DRIVER,  MARCH  197 

PORSCHE  911 SC 

"Driving  it  ts  an  exercise  m  euph 
a  chance  to  sample  somettiin^ 
different  from  conventKXial  car 

turbo-props  were  from  piston-d' 
aircraft... I  wouWn't  want  to 

old  without  counting  a 

Porsche  among 

my  memories, 

and  neither 

should 


The  new  Porsche  968:  Highest  torque  atmospheric : 
classic  Porsche  design  fused  with  racebred  aerodynamics.  Destined  to  can^  on  the ' 


rsche  968. 
i  ves  fly. 


OfliOTOR  TREND,  MAY  1978 

PORSCHE  928 
St  Porsche  ever. . .it  could  be 
er  investment  than  stocks . . . 
ai  ground  transportation  for 
10  like  to  drive,  really  dnve... 


CAR  AND  DRIVER,  NOVEMBER  1979 

PORSCHE  924  TURBO 

"When  it  comes  to  tarmac  athletics. 

almost  no  feat  seems  tieyond  its  grasp. . . 

few  cars  from  any  country,  at  any 
price, can  do  what  it  does. .  .that's  what 
world-class  champions  are 
all  about." 


CAR  AND  DRIVER.  FEBRUARY  1983 

PORSCHE  911  CABRIOLET 

"...since  (Porsche)  started  with  a 

nrwchine  that  is  practically  bursting 

with  go,  turn  and  stop  charisma... 

the  resulting  entertainment  level 

borders  on  overdose." 

AUTOWEEK,  AUGUST  1988 

PORSCHE  944  TURBO  S 

"It  screams  to  60  mph  in  5.6  seconds 
and  keeps  building  speed  like  a 

Concorde  on 
takeoff.." 


AUTOMOBILE,  FEBRUARY  1989 

PORSCHE  944  LINE 

"Handling  is  as  neutral  as  a 

Swiss  passport  and  as  unerring 

as  a  big  squirt  of  Loctite. . . . 

It  IS  probable  that  no 

production  car  in  the  world  is  as 

easy  to  drive  extremely  fast 

as  a  Porsche  944." 

CAR  AND  DRIVER.  AUGUST  1989 

PORSCHE  911  CARRERA  4 

"...redefines  the  delivery  of  all-out 
road  performance  via  four-wheel 

drive ...  it  handles  as  if  the  Almighty 
himself  did  the  chassis  tuning." 

MOTOR  TREND,  NOVEMBER  1990 

PORSCHE  911  CARRERA  2 
TIPTRONIC 

"...(Porsche's 'intelligent' 
automatic)  quickly  convinces 

you  that  the  clutch  pedal 

should  be  a  relic  consigned  to 

the  Henry  Ford  Museum" 


1 


^ 


resents, "Refinement  with  the  soul  left  in. .  .this  is  a  thoroughbred  sports 
Call  1-800-252-4444  for  more  information  or  to  arrange  a  personal  viewing. 
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OBSERVATIONS 


No  third-party  presidential  candidate  in  the  past 
20  years  has  even  reached  a  double-digit  percentage 
of  the  vote.  Ross  Perot  could  change  this. 

History  is 
not  destiny 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


With  billionaire  businessman  H. 
Ross  Perot  waiting  in  the  wings  to  run 
for  President,  media  pundits  are  re- 
peatedly reminding  us  that  American 
political  history  is  strewn  with  the 
wreckage  of  third-party  candidates. 
No  third-party  presidential  candidate 
in  the  past  20  years  has  even  reached  a 
double-digit  percentage  of  the  vote. 

History,  however,  is  not  destiny. 
Ross  Perot  is  no  ordinary  third -party 
candidate,  and  1992  is  no  ordinary 
election  year. 

Voter  dissatisfaction  goes  much 
deeper  than  the  recession  and  will 
probably  last  longer.  If  what  the  pub- 
lic is  angry  about  could  be  put  in  one 
word,  that  word  would  be  betrayal. 
Both  the  Republican  President  and 
the  Democratic  Congress  have  be- 
trayed the  public's  trust  shamelessly. 

When  President  Bush  abandoned 
his  "no  new  taxes"  pledge  and  when 
congressmen  wrote  bad  checks,  this 
merely  symbolized  the  way  Washing- 
ton insiders  have  been  too  clever  for 
anybody's  good. 

Trust  is  one  of  those  intangibles, 
without  which  the  tangibles  will  not 
work.  The  voters  have  lost  their  trust 
in  whole  institutions,  as  well  as  in 


specific  individuals,  and  these  institu- 
tions extend  beyond  government  to 
include  the  media. 

Nothing  so  epitomizes  the  cyni- 
cism of  politics  as  candidates  who 
have  spent  decades  in  establishment 
politics  running  as  "outsiders"  who 
will  bring  "change"  to  government. 

Enter  Ross  Perot.  He  starts  out 
with  the  support  of  about  20%  of  the 
voters  and  without  either  the  political 
baggage  or  the  political  enemies  of 
any  of  the  other  candidates.  As  a 
billionaire  who  has  already  an- 
nounced his  willingness  to  use  his 
own  money  to  finance  the  campaign, 
Perot  has  the  advantage  of  being  free 
to  use  his  time  for  the  campaign  itself 
rather  than  for  fiandraising.  More  im- 
portant, he  has  the  great  advantage  of 
not  being  identified  with  special-in- 
terest contributors. 

The  public  isn't  necessarily  looking 
for  a  hero,  but  it  is  looking  for  some- 
one who  can  get  things  done.  They 
would  also  like  someone  who  has 
demonstrated  real  concern  for  some- 
thing other  than  personal  aggrandize- 
ment, power  and  perks. 

Perot  has  gotten  a  lot  of  things 
done,  not  only  in  private  industry'  but 
also  as  a  concerned  citizen  promoting 
government  reforms  in  Texas,  and  as 
an  American  who  has  put  his  own 
money  on  the  line  for  humanitarian 
efforts  at  home  and  abroad. 

In  addition  to  his  phenomenal 
personal  success  in  rising  from  sales- 
man to  billionaire,  Perot  spearhead- 
ed a  long,  tough  battle  for  educa- 
tional reform  in  Texas,  donated 
$100  million  to  charities,  and  fi- 
nanced the  dramatic  rescue  of  two  of 
his  employees  \\  ho  were  imprisoned 
in  Iran.  He  was  an  outsider  and  a 
maverick    in    business    lon«    before 


he  became  one  in  politics. 

It  could  be  that  the  man  and  the 
moment  have  come  together,  despite  I 
the  history  of  third -party  candidates ' 
and  despite  the  Washington  insiders, 
who  are  scoffing  at  Perot  as  they  once 
scoffed  at  Ronald  Reagan. 

If  he  succeeds  against  the  odds  and 
reaches  the  White  House,  Ross  Perot 
will  have  an  historic  opportunit\'  that 
few  Presidents  have  ever  had.  He 
would  have  not  only  a  rare  mandate, 
but  probably  also  a  Congress  too 
decimated  and  too  much  in  fear  of  the 
voter's  wrath  to  obstnict  whatever 
reforms  he  proposed. 

While  this  would  be  an  historic 
opportunity  for  the  country,  as  well  as 
for  Perot,  the  question  at  this  moment 
is  how  to  get  from  here  to  there .  Media 
sophisticates  are  saying  that  it  will  take 
only  a  couple  of  times  putting  his  foot 
in  his  mouth  for  Perot  to  self-destruct. 
Indeed,  some  of  the  more  badgering 
reporters  will  undoubtedly  be  putting 
a  lot  of  effort  into  making  it  happen. 

Even  this  could  be  an  opportunit)', 
however.  The  public  is  almost  as  fed 
up  with  the  media  as  it  is  with  politi- 
cians. Perot  could  bring  a  couple  of 
the  media  prima  donnas  up  short  on 
nationwide  tele\ision  and  win  still 
more  public  support  in  the  process, 
quite  aside  from  reintroducing  some 
sense  of  decency  and  dignity  into 
American  political  life. 

As  someone  running  as  a  maverick 
newcomer,  Perot  does  not  have  to 
play  by  the  rules  of  the  media,  the 
Beltway  insiders  or  political  tradi- 
tions. If  he  is  better  at  one-on-one 
inteniew's  than  in  shoppmg  center 
small  talk  or  airport  press  briefings, 
then  he  can  pick  and  choose  what  he 
will  do.  He  does  not  have  to  kiss 
babies  or  behinds. 

Even  the  time-consuming  process 
of  collecting  signatures  to  get  on  the 
ballot  in  50  states  can  ultimately  work 
to  Perot's  advantage,  by  giNing  him  a 
much  shorter  campaign  season  than 
the  other  candidates — and  corre- 
spondingly less  time  for  the  media  to 
tr\-  to  destroy  him. 

Political  prediction  is  even  more 
hazardous  than  economic  prediction. 
However,  Ross  Perot's  chances  ltx>k  a 
lot  better  than  the  Beltway  insiders 
seem  to  believe.  What  he  docs  with 
those  chances  will  be  the  measure  of 
the  man.  Bl 
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Continental 


We've  Given 
Business  Fivers 
The  Best 
Frequent  Flyer 
Program  In 
The  Business. 

For  The 
Fourth  Year 
hi  A  Row. 

At  Continental,  making 
a  difference  means 
having  a  frequent  flyer 
program  that's  second  to  none. 

For  the  fourth  consecu- 
tive year,  the  readers  of 
InsideFlyer  Magazine  voted 
Continental's  OnePass'"  the 
Best  Overall  Frequent  Flyer 
Program. 

In  fact.  Continental  won 
highest  honors  in  six  out  of 
seven  categories,  including 
Best  Program  Customer 
Service,  Overall  Rewards 
Program,  Elite-Level  Program, 
Overall  Promotion  and 
Program  Newsletter 

And  with  service  to  over 
200  destinations  woridwide, 
there's  never  been  a  better 
time  to  be  a  member  of  OnePass. 

lliere  are  other  reasons 
why  business  flyers  ch(X)se 
Continental.  We're  setting 
new  standards  of  service  at 
ticket  and  check-in  counters, 
at  our  gates  and  baggage 
claim  areas  to  speed  > ou 
on  your  way. 

It's  all  part  of  our  cx)mmit- 
ment  to  improve  e\'er\'  aspect 
of  flying  for  )'ou.  (x)ntinental 
is  making  a  difference.  And 
that  difterence  is  growing 
every  day. 


IW2  (iintincnul  Airiinr^  Inc 


One  Airline  On 
Make  A  Differenced 


IN  FOCUS 


You  can  tell  your 

friends  about  our  hotel 

in  New  York, 

and  still  keep 

this  one  to  yourself. 


THE 
PENINSULA 

BEVERLY   HILLS 


TVlF 

Peninsula 

GROUP 


(310)273-4888  (800)462-7899 


Socialism  makes  Israel 
vulnerable  to  U.S.  pressure. 

Can  Israel 
go  it  alone  ^ 


tiel': 


By  Peter  Brimelow 

The  U.S. -Israeli  relationship  is 
emitting  ominous  creaking  noises. 

President  Bush  has  forced  Israel 
into  peace  negotiations.  He  appears 
to  have  succeeded  in  derailing  the  $10 
billion  loan  guarantees  that  Israel 
wanted  to  settie  the  200,000  immi- 
grants expected  annually  from  the 
former  Soviet  Union.  His  officials 
have  been  quoted  accusing  Israel  of 
bootiegging  U.S.  military  technology 
to  China.  (A  State  Department  inves- 
tigation found  "no  evidence"  in  the 
case  of  the  Patriot  missile;  the  results 
of  another  investigation  remain  classi- 
fied.) And  many  Americans  seem  to 
approve:  A  recent  opinion  poll  found 
that  49%  of  voters  oppose  the  loan 
guarantees  under  any  circumstances. 

All  of  which  raises  an  interesting 
question:  Could  Israel  survive  with- 
out U.S.  aid? 

The  full  extent  of  U.S.  aid  to  Israel 
is  notoriously  difficult  to  calculate. 
For  example,  certain  grants  to  Israel 
are,  uniquely,  disbursed  at  the  begin- 
ning of  the  U.S.  fiscal  year.  This  earns 
the  Israelis  additional  millions  of  dol- 
lars in  interest.  And  the  U.S.  pays  for 
some  of  Israel's  own  foreign  aid  pro- 
grams. How  do  you  count  that? 

According  to  an  official  estimate 
recently  presented  to  Congress,  Israel 
received  just  over  $4.1  billion  in  U.S. 
aid  in  1991,  about  half  of  it  militar\', 
plus  some  $400  million  in  loan  guar- 
antees and  potential  access  to  about 
$1  billion  in  other,  chictly  military-, 
programs.  Hgypt  got  st)mc  $4.6  bil- 
lion. Together,  the  two  countries 
took  up  about  three-quarters  of  net 
U.S.  foreign  aid  in  1990. 

Last  year  U.S.  government  aid 
amounted  to  about  8%  of  Israel's  $5v^ 
billion  GNP.  Counting  Cicrman  and 


\ 


private  contributions,  total  subsidies 
may  be  as  much  as  12%. 

At  present,  aid  plays  a  pivotal  role  in 
Israel's  economy.  It  finances  the  bal- 
ance of  trade  deficit  and  Israel's  gov- 
ernment budget  deficit.  And  it  under- 
writes periodic  crises.  For  example, 
U.S.  aid  in  real  terms  surged  to  more 
than  twice  its  present  level  directly 
afiier  the  1978  Camp  David  agree- 
ment, and  it  also  jumped  in  response 
to  the  1973  Yom  Kippur  War  andi 
Israel's  1985  banking  crisis. 

The  Israeli  economy  is  socialist — or 
at  least  highly  statist  (  Forbes,  May  27y 
1991).  The  central  government  di- 
recdy  controls  about  two-thirds  of 
the  countr\''s  GNP  and  regulates  the 
rest  heavily.  That's  about  double  the 
government  share  in  the  early  years  of 
independence.  And  it's  not  due  to  the 
defense  burden:  Militarv'  spending  is 
about  12%  of  GNP,  slighdy  more  than 
the  proportion  of  gnp  spent  by  the  i 
U.S.  during  the  Cold  War  peak.  All  i 
these  things  give  Israeli  politicians  >  dd 
extraordinarv'  leverage  on  their  coun- 
try's economy. 

Political  control  of  the  economy 
has  this  advantage:  If  U.S.  aid  were 
cut  off,  the  Israeli  government  would 
at  least  have  some  capacitv"  to  allocate 
the  shock  in  the  short  term. 

And  in  the  long  term?  Radical  free 
market  critics  like  .\l\in  Rabushka  of 
C^alifornia's  Hcxiver  Institution  and 
Jemsalem's  Institute  for  Advanced 
Strategic  &  Political  Studies  argue 
convincingly  that  subsidies  have  actu- 
ally hurt  Israel.  The  great  bulk  of  U.S. 
aid — now  totaling  581  billion  in 
1991  dollars — was  given  since  1971. 
This  pcritxi,  s^iys  Rabushka,  saw  the 
Israeli  government's  share  of  GNP 
reach  its  current  high  levels  and,  cvcn- 
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^rael's  economy:  significantly  subsidized 


Q  1991  GNP  estimate 

Hj  Supplied  by  U.S.  government  subsidies 

H|  Spent  by  Israeli  government 

Bl  Spent  on  defense 

I  Supplied  by  other  governments  and  charities 


'Includes  repayment  of  debt  principal. '  Including  U.S.  aid. 

Source.  Central  Bureau  of  Statistics.  Statistical  Abstract  of  Israel  1991,  Israel  state  budget,  1991. 

Israel's  economy  is  government-dominated,  but  not  because  of 
military  spending.  And  foreign  subsidies  are  significant. 


tually,  economic  stagnation.  U.S.  aid 
has  subsidized  socialism  and  promot- 
ed dependency.  It  has  created  a  seri- 
ous problem  for  Israel  whether  or  not 
it  is  withdrawn. 

Israel  has  few  natural  resources. 
And  it  may  never  have  good  political 
relations  with  its  neighbors. 

But,  Rabushka  claims,  it  could  copy 
Hong  Kong,  which  was  equally  re- 
sourceless,  barred  from  its  natural 
hinterland  and  even  farther  from  its 
markets  when  it  began  to  develop.  Or 
Singapore,  which  lost  6%  of  its  gnp 
and  20%  of  its  jobs  when  the  British 
closed  their  military  base  in  the  mid- 
1960s.  Both  were  saved  by  moving  to 
free  trade  and  high  technology. 

Israel  already  has  free  trade  agree- 
ments with  both  the  European  Com- 
munity and  the  U.S.  ("asymmetri- 
cal," says  Rabushka  of  the  latter,  be- 
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cause  the  U.S.  gives  Israel  better 
access).  And  those  Soviet  immigrants 
should  be  a  massive  high-skill  injec- 
tion into  a  population  that  is  already 
well  educated  and  highly  skilled  by 
world  standards. 

But  Hong  Kong  and  Singapore 
were  hardly  model  democracies.  The 
reality  is  that  no  democratically  elect- 
ed leader — not  Ronald  Reagan,  not 
Margaret  Thatcher — has  yet  succeed- 
ed in  decisively  rolling  back  the  state. 
As  a  genuine  democracy,  can  Israel  do 
what  the  U.S.  and  Britain  could  not? 

With  a  thorough  free  market  sys- 
tem, Israel  could  possibly  do  better 
without  U.S.  economic  aid  than  it 
does  with  it. 

But  can  any  democracy  shake  its 
addiction  to  state  spending — which 
in  Israel's  case  means  addiction  to 
American  assistance.^  ^U 
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The  SEC  wants  to  change  the  way  banks  and  other 
financial  outfits  report  earnings.  If  the  present  system 
is  flawed,  what  the  SEC  wants  is  even  worse. 

Garbage  in, 
garbage  out 


By  Roula  Khalaf 

In  late  March  members  of  the  Fi- 
nancial Accounting  Standards  Board 
snubbed  the  Securities  &  Exchange 
Commission.  The  fasb  voted  5  to  2  to 
allow  financial  institutions  to  value 
their  liabilities  as  well  as  their  invest- 
ment portfolio  assets  at  market  prices. 
This  was  a  rebuff  to  the  sec  because  its 
chairman,  Richard  Breeden,  and  chief 
accountant,  Walter  Schuetze, 
have  pressed  to  have  the  port- 
folios— but  not  the  related  li- 
abilities— marked  to  market. 
Usually  the  fasb  goes  along 
meekly  with  the  sec.  This  time 
it  showed  some  spine. 

Big  money  is  involved. 
Stocks,  bonds  and  other  in- 
vestment securities  typically 
account  for  20%  to  30%  of  a 
bank's  assets  and  80%  of  an 
insurer's.  Thus,  under  the 
rules  the  sec  wanted,  financial 
companies'  earnings  would 
gyrate  wildly  as  interest  rates 
rise  and  fall.  Goldman,  Sachs 
&  Co.'s  bank  analyst  Robert 
Albertson  recently  looked  at 
the  impact  of  the  sec -advocat- 
ed rules  on  U.S.  commercial 
banks.  He  concluded  that  un- 
der the  proposed  rules  the  banks'  net 
income  would  have  dropped  90%  in 
1981,  jumped  48%  in  1982  and  an- 
other 93%  the  next  year,  before  drop- 
ping back  52%  the  year  after  that. 

Breeden  and  Schuetze  believe  such 
volatility  rcfiects  the  real  world.  If 
securities'  values  yoyo  in  the  real 
world,  they  should  swing  about  on  a 
company's  financial  statements,  too. 
Otherwise,  investors  could  be  misled 
by  impressive  reported  earnings  that 
fail  to  account  for  shrinkage  of  assets. 


Note,  however,  that  the  SEC  has 
argued  that  only  financial  companies' 
investment  assets  should  be  marked  to 
market.  But  what  about  their  liabil- 
ities? For  banks,  these  consist  mainly 
of  customer  deposits;  for  insurance 
companies,  insurance  claims.  If  liabil- 
ities were  marked  to  market,  changes 
in  the  value  of  a  bank's  investment 


assets  would  be  roughly  offset  by  a 
similar  change  in  the  value  of  its  liabil- 
ities. The  volatility  would  be  reduced. 
The  sec;  did  not  press  for  this. 

And  with  good  reason.  Marking 
liabilities  to  market  is  a  lot  tougher. 
For  instance  the  sec:  wants  t>nly  some 
30%  of  a  bank's  assets  marked  to 
market.  How  do  you  pick  the  corre- 
sponding liabilities?  Another  prob- 
lem: Over  40%  of  a  small  bank's  liabil 
ities  arc  in  checking  and  savings  ac 
counts  that  don't  have  a  set  maturitv. 


Customers  can  at  any  time  withdraw 
their  fiinds  in  search  of  higher  yields. 
How  do  you  value  these  deposits?' 
The  fasb  and  the  banks  disagree 
about  whether  they  are  already 
marked  to  market. 

Given  these  problems,  the  sec  said, 
in  effect,  never  mind.  Just  adjust  for 
fluctuations  in  assets.  But  the  fasb 
resisted,  ruling,  in  effect,  that  unless 
both  sides  of  the  balance  sheet  are 
allowed  to  be  marked  to  market,  nei- 
ther side  need  be. 

Propertv^  and  casualty  insurers  have 
at  least  as  big  a  problem.  Their  liabil- 
ities consist  of  claims  the  companies 
believe  they  will  have  to  pa\'  in  the 
future.  But  historically,  actual  payouts 
exceed  the  estimates.  For  example,  at 
the  end  of  1990  Aetna  Life  &  Casual- 
ty Co.  recorded  S34  million  for  all  its 
fijture  payments  on  en\ironmental 
claims.  Only  one  year  later  the  compa- 
ny had  already  paid  out  542  million, 
or  nearly  25%  more  than  it  had 
booked  for  all  future  years'  payouts. 
Marking  these  claim  contin- 
f  gencies  to  market  will  lead  to 
I  even  more  misleading  infor- 
mation. Unlike  a  bank's  CD, 
which  has  a  stated  maturity' 
and  a  market  interest  rate,  in- 
surance liabilities  cannot  be 
readily  valued.  The  auditors 
generally  have  to  take  manage- 
ment's word  for  the  value  of 
these  liabilities — and  manage- 
ments' assessments  can  vary 
widely. 

.\re  the  SEC's  mark- to- mar- 
ket measures  needed?  Finan- 
cial institutions  have  since  the 
mid-1970"'s  shown  in  a  foot- 
note the  market  values  of  their 
investment  portfolios.  Last 
December  the  F.\SB  widened 
this  disclosure  to  include  the 
market  values  of  all  financial 
instruments.  For  banks  this  includes 
loans  on  their  bcxiks — thus  almost  all 
their  assets.  The  financial  outfits  can 
continue  tt)  report  earnings  as  thc\' 
currently  do,  but  those  who  want  to 
know  about  fluctuations  in  asset  val- 
ues can  check  out  the  tixitnotcs. 

All  this  disclosure  dcx\s  not  sarisK* 
the  SI  c  .  But  it  should.  .As  Goldman, 
Sachs'  .\llxTtstin  puts  it:  "If  you're 
gt>ing  to  ask  for  garbage,  you're  going 
to  get  garbage."  Which  is  about  w  hat 
the  SFc  's  wishes  amount  to.  IB 


aotii 


82 


Forbes  BMav  IK  1992 


or  more  than  a  century  and  a  half.  Patek  PhiHppe  has  been  known  as 
he  finest  watch  in  the  world.  The  reason  is  very  simple,  h  is  made 
lifferentlv.  It  is  made  using  skills  and  techniques  that  others  have  lost 
►r  forgotten,  h  is  made  with  attention  to  detail  very  few  people  would 
^notice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 


generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
ver\'  difficult  to  please: 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  deliveiy  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  neasured. 


PATEK  PHILIPPE 

GENEVE 


For  current  informalive  brochures  please  write  to: 
Patek  Philippe.  1  Rockefeller  Plaza.  Suite  930  {V).  New  York.  N\  10020. 


Tins  ISN'T  IsE  Rber 

Of  TfeLECOMMUMCMONS. 


As  a  leader  in  telecommunica-  real  communication  happens:  the  quality  of  your  communica- 
tions and  the  use  of  fiber  optics,  people  to  people.  tbn  depends  on  the  quality  of  the 
Centel  has  succeeded  by  not  only  Which  ultimately  means  that  people  behind  it.  And  nobody 
discovering  the  power  of  tech-  x  in  telephone  or  cellular  makes  that 
nology  but  by  remembering  how  ^^(PtiK^f^^t  connection  better  than  Centel. 

WHERE  PEOPLE  CONNEQ 

TELEPHONE- CELLULAR 

®  1991  Centel  Corporation.  Fa  more  information,  please  write  to  Centel  Corporation,  Dept.  A.  8725  Higgins  Road,  Chicago,  IL  60631. 
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In  times  past,  Europe's  royal  families  arranged  cross-border 
marriages  to  avoid  wars.  These  days,  European  companies 
are  forging  similar  alliances. 

Getting  in  bed 
together 


By  Peter  Fuhrman 

EUROPE'S  BORDERLESS  single  market, 
which  formally  will  be  in  place  at  the 
end  of  this  year,  was  in  theory  meant 
to  unleash  new  competitive  forces. 
Newly  invigorated  companies  were 
supposed  to  emerge  as  tariff  and  other 
trade  barriers  went  the  way  of  the 
Berlin  Wall. 

But  look  at  the  chart  here.  It  shows 
that  Europe's  top  companies  are 
swapping  shareholdings,  merging 
subsidiaries,  pooling  research  and 
even  production.  They  are  cooperat- 
ing, not  competing. 
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At  the  center  of  much  of  this  Euro- 
coupling  are  the  continent's  two  larg- 
est industrial  groups,  Germany's 
Daimler-Benz  and  Italy's  Fiat.  Pri- 
marily automakers — Daimler-Benz 
makes  Mercedes-Benz,  Fiat  produces 
under  its  own  name  and  owns  Lancia, 
Alfa- Romeo  and  Ferrari — both  are 
diversifying.  Daimler  is  expanding 
into  electronics,  software  and  aero- 
space. Fiat  and  its  controlling  share- 
holders, the  Agnelli  family,  into  food 
processing,  telecommunications  and 
aerospace.  Most  of  the  expansion  is  by 


way     of    acquisition     rather     than 
through  internal  growth. 

Daimler-Benz  is  now  allied  with  3 
of  Europe's  1 1  other  major  automak- 
ers and  has  nes  to  gm's  Adam  Opel 
subsidiarv'  through  gm's  stake  in  Saab. 
Daimler  has  ties  to  Volvo  and  Renault 
through  Daimler's  strategic  partner- 
ship with  Japan's  Mitsubishi  Group. 
There  are  strong  rumors  that  Daim- 
ler's AEG,  the  electronics  and  house- 
hold appliances  subsidiary'  purchased 
in  1985,  will  join  the  existing  collabo- 
ration in  white  goods  between  two  of 
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*  SGS'  major  shareholder,  Italy's  Finmecarinica, 
recently  took  a  stake  in  Fokker. 
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Germany's  DaimlerBenz  and  Italy's  Fiat  are  at  the  center  of  a  web  of  cooperative  deals  being  created  by  Europe's 
leading  industrial  companies  in  advance  of  the  1992  deadline  for  the  single  market.  It's  easier  than  competition. 
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uermany's    other    large    industrial 

rms,  Siemens  and  Bosch.  This  would 
iirther  solidify  existing  links  between 
Daimler  and  Fiat,  via  Britain's  GEC 
iid  France's  Aerospatiale. 

Europe's      trustbusters      tolerate 

I'lese  deals  in  the  interest  of  creating 

.K  orld-size  European  operations.  The 

iirussels  bureaucrats  will  no  doubt 

urn  a  blind  eye,  just  as  they  did  when 

Germany's  Siemens  and  Britain's  GEC 

nked  together  to  car\'e  up  British 

electronics  firm  Plessey. 

In  telecommunications.  Fiat  got 
together  with  Europe's  leading  tele- 
communications company,  Alcatel  of 
France,  specifically  to  fight  oflF  en- 
croachments made  in  Europe  by 
.\T&T.  Among  big  defense  contrac- 
tors, Aerospatiale,  British  Aerospace 
and  Daimler-Benz's  Deutsche  Aero- 
^ace  are  pooling  research  and  pro- 
duction to  ease  the  pain  of  defense 
pending  cuts.  (The  three  are  already 
partners  in  Europe's  Airbus  Indus- 
trie.) Such  alliances,"  backed  by  lots  of 
political  clout,  will  keep  at  bay  more 
-fficient  U.S.  defense  companies  or 
-\en  cheap  Russian  armsmakers.  In 
Addition,  Daimler  is  talking  turkey 
Aith  the  Netherlands'  civilian  plane- 
maker,  Fokker. 

,  IBM  has  thrown  itself  onto  Europe's 
marriage  market,  taking  on  joint  proj- 
ects with  no  fewer  than  five  major 
European  companies.  As  part  of  its 
just  announced  plan  to  take  a  stake  in 
French  computer  group  Bull,  IBM  will 
purchase  chips  and  share  technology 
with  the  Franco- Italian  partnership 
SGS.  IBM  has  also  agreed  to  pursue 
joint  research  and  production  in  chips 
with  Siemens. 

And  so  everyone  ends  up  related  to 
ever\'one  else,  just  as  Britain's  former- 
ly Hanoverian  royals  routinely  mar- 
ried their  children  oflT  to  the  heirs  of 
Prussia's  HohenzoUem  line  and  the 
Romanov  czars  of  Russia. 

The  royal  marriages  were  supposed 
to  help  promote  peace — they 
didn't — but  competition,  not  peace- 
fill  cooperation,  is  supposed  to  rule  in 
market  economies.  There  is  a  danger 
that  the  new  Europe,  like  the  old,  may 
settle  down  to  cozily  divided  and 
protected  markets.  Instead  of  com- 
peting among  themselves  the  Euro- 
pean giants  may  end  up  joining  hands 
to  keep  out  unwelcome  U.S.  and 
Japanese  rivals.  ^ 
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You  always  come  back  to  the  basics:  J»'J^ 


DRINK  RESPONSIBUf  FTS  ONE  OF  THE  BASICS 

Jim  Beam' Kentucky  Straight  Bourbon  Whidzyi  40%  A]c.Abl  (80  PttmO  C 1992  James  a  BcM  [>Mdlii«  O^ 
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With  some  luxury  sedans, 
you  almost  expect  to  discover 
somewhere  down  on  the  item- 
ized bill  of  sale  a  line  that  simply 
reads,  hood  ornament  $10,000. 

After  all,  that  is  what  you 
are  unquestionably  paying  for 
—status,  prestige,  cachet. 

At  Nissan®  however,  our 
engineers  have  always  adhered 
to  the  philosophy  that  a  luxury 
car  should  cater  to  a  drivers 
intelligence  and  soul  instead  of  to  his  ego. 

It  was  from  this  philosophy  that  the 
highly  acclaimed  Maxima'  GXE  was  born. 
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Mtixiim  C.Xi  shown  id  Supa  fiLkk  with  opuoiuil  LuMiiViUui 
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Inside  you'll  find  the  kind  of  lavishl) 
endowed  environment  normally  reserved^ 
for  sedans  fetching  thousands  more: 
including  a  Digital  Touch  Entry  System, 
air  conditioning,  power  windows  and  doc 
locks,  AM/FM  cassette  with  Dolby' and 
a  sophisticated  tlieft  deterrent  system. 
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f       For  those  whose  idea  of  luxury  is 
;  something  akin  to  a  penthouse  on  wheels, 
an  array  of  optional  equipment*  awaits 
you:  such  as  a  power  adjustable  drivers  seat, 
power  sunroof,  anti-lock  bral<es,  drivers 
side  airbag,  CD  player  and  seating  surfaces 
gracefully  appointed  in  fine  leather. 


Of  course,  no  expense  has 
been  spared  on  the  interior  that 
lies  beneath  the  hood.  There 
you'll  discover  a  sequential,  multi- 
point, fuel-injected  160  hpV6 
engine  guaranteed  to  give  your 
central  nervous  system  a  very 
thorough  workout. 

Now  that  you  see  what  we 
put  into  a  Maxima, consider  what 
you  get  out  of  it.  Our '89  GXE 
has  retained  more  of  its  original 
suggested  price  than  either  the  '89  BMW 
525i  or  the '89  Acuta  Legend  Sedan** 

Further  proof  that  what  car  owners 
today  truly  cherish  the  most  isn't  what 
lies  on  top  of  the  /^^^ 

hood,  but  the  car         ^^^^^^ 


beneath  it. 


BUILT    FOR    THE 
HUMAN    RACE! 
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ON  !HE  DOCKET 


When  constitutional  rights  to  petition  collide 
with  antitrust  law,  business  people  are  at  risk. 

Tanks  a  lot 


By  James  Lyons 

How  FAR  can  executives  go  in  pursu- 
ing their  commercial  interests  at  the 
expense  of  competitors  without 
breaking  the  law? 

For  the  past  eight  years  federal 
courts  in  California  have  been  strug- 
gling with  this  question  in  a  bitter 
fight  between  the  chief  executives  of 
two  small  companies.  Pitted  against 
each  other  are  Howard  Robbins, 
president  of  Escondido, 
Calif -based  Joor  Manufac- 
turing, Inc.,  and  James  Ses- 
sions, president  of  El  Cen- 
tro,  Calif -based  Sessions 
Tank  Liners,  Inc.  Sessions 
contends  that  Robbins  ille- 
gally worked  to  drive  him 
out  of  business. 

Robbins  and  Sessions  are 
competitors.  Robbins' 

company  manufactures  un- 
derground storage  tanks 
for  hazardous  liquids,  such 
as  gasoline.  Sessions'  com- 
pany repairs  leaks  in  similar 
underground  tanks  by 
spraying  them  with  an 
epoxy  lining. 

The  storage  of  danger- 
ous liquids  underground  is 
regulated.  No  one  wants 
tanks  under  gas  stations  to 
leak,  collapse  or  explode.  In 
western  states  the  regulations  are  set 
by  the  Western  Fire  Chiefs  Associa- 
tion, a  nonprofit  group  that  writes  a 
model  fire  code.  States  and  munici- 
palities typically  follow  the  model 
code  when  they  write  their  own  fire 
regulations. 

Back  in  1981  Robbins  served  on  a 
subcommittee  of  the  Fire  C-hiefs  As- 
sociation that  devised  rules  for  under- 
ground tanks.  Robbins  wrote  a  letter 
to  his  fellow  panel  members,  ques- 
tioning the  safet>'  of  merely  repairing 
tanks  and  claiming  the  Fire  Chiefs 
Association  could  lace  liability  if  it 
accepted  tank  repair  as  an  aheniati\c 


standard  to  tank  replacement. 

The  subcommittee  accepted  Rob- 
bins' recommendation  that  leaky  un- 
derground tanks  ought  to  be  re- 
placed, not  repaired.  The  Fire  Chiefs 
Association  then  adopted  it. 

Guess  what  happened.''  Sessions' 
business  slowed  and  he  sued,  alleging 
Robbins  had  engaged  in  a  restraint  of 
trade,  a  violation  of  the  Sherman 


Antitrust  Act. 

But  Robbins  had  a  solid  defense.  In 
rulings  handed  down  in  1961  and 
1965,  the  U.S.  Supreme  Cxnirt  car\ed 
out  an  exception  to  anticompetitive 
behavior.  In  what  is  known  as  the 
Noerr-Penningttin  doctrine  (the  twt) 
defendants  in  the  High  C'ourt  cases), 
the  C'ourt  said  that  efforts  to  infiuence 
public  orticials  were  constitutit)nally 
protected,  even  if  those  etVorts  are 
intended  to  eliminate  competition. 

Slam  dunk  for  Robbins?  Not  exact 
ly.  Although  the  suit  against  him  was 
initially  dismissed   by   U.S.   District 
(\nirt  Iudu,c  Mariana  Pfael/cr,  anoth 


er  case  with  similar  facts  was  wendin-. 
its  way  through  the  courts. 

That  suit  involved  the  National  Fir 
Protection  Association.  At  issue  weri 
regulations  governing  electrical  con 
duit,  the  hollow  tubing  used  to  can- 
electrical  wires  through  a  building.  / 
battie  broke  out  between  plastic  ani 
steel  conduit  manufacturers  ovc 
whether  plastic  conduit  should  b- 
included  in  a  model  fire  code. 

When  the  Supreme  Court  hear^ 
the  conduit  case  in  1988,  it  set  limit 
on  the  Noerr- Pennington  antitrus 
immunity.  In  finding  the  steel  con 
duit  makers  liable,  the  majorit)'  opin 
ion  noted  that  the  steel  compani 
were  pressing  their  interests  not 
"the  open  political  arena  .  .  .  bu 
within  the  confines  of  a  private  stan 
dard-setting  process." 

The    Supreme    Court's! 

■^^S5|  ruling  had  the  effect  o: 
^^^1 1  overturning  the  dismissal  o: 
S^Hl  the  suit  against  Robbins,| 
^^^H"  which  by  then  was  before 
'^  the  U.S.  Court  of  Appealsj 
"  for  the  Ninth  Circuit.  Sol 
the  dispute  was  once  again 
put  before  U.S.  District 
Court  Judge  Pfaelzer.  After 
a  seven-day  bench  trial, 
Pfaelzer  reversed  her  prior 
ruling.  Applying  the  new 
dictates  laid  down  by  the 
Supreme  Court,  she  found 
that  Robbins  had  indeed 
violated  the  antitrust  laws. 
The  difi'erences  between 
Ptaelzer's  1986  opinion 
dismissing  the  suit  and  her 
later  opinion  finding  liabil- 
it>'  arc  striking.  In  1986,  for 
example,  Pfaelzer  found 
that  Robbins'  letter  to  the 
subcommittee  was  "simply  part  ot  a 
reasoned  argument."  But  in  her  sec- 
t>nd  ruling  the  ju».lge  said  that  Rob- 
bins "presented  a  partisan  jx>rtrait  of 
tank  lining."  Ptaelzer  awarded  dis- 
gruntled competitor  Sessions  S3. 5 
million.  Robbins  plans  ti>  appeal. 

And  it's  ptissible  that  the  tank  war 
will  not  end  there.  Even  the  High 
Cinirt  has  conceded  that  "it  is  admit- 
tedh  dirticult  to  draw  the  precise 
lines"  between  legitimate  adviKacN' 
and  antitnist  vii>lations.  I'ntil  such 
lines  are  more  precisely  drawn,  busi- 
ness people  would  Ix*  wise  to  be  care- 
ful w  hen  treadinn  in  this  area.        ■■ 
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Purchasing  a  Falcon  900B  in  the 

midst  of  a  recession? 

It  might  be  your  most  astute 

business  decision  of  1992. 


If  you're  in  the  market  for  a  large- 
cabin  intercontinental  business  jet, 
there    is    only    one    sensible    choice- 
especially  in  these  tough  times. 

The  Falcon  900B. 

It's  not  only  leaner  and  stronger, 
it's  more  technologically  advanced 
than  any  of  its  competitors.  And  more 
versatile:  it's  the  only  big  jet  that  can 
take  you  anywhere  in  the  world  while 
still  being  able  to  operate  in  and  out  of 
short  runways. 

The  Falcon  combines  the  perfor- 
mance you  need  with  an  efficient, 
conservative  "ramp  image."  Yet  it's 
bigger  on  the  inside,  with  more  usable 


cabin  volume  and  more  headroom. 
All  with  direct  operating  costs 
hundreds  of  dollars  per  hour  less  than 
our  heavier,  less  efficient  competitor. 
Simply  put,  for  the  way  most 
operators  really  use  an  airplane,  the 
Falcon  900B  is  the  best  all-around 
large-cabin  business  jet  you  can  buy. 

Expanded  Warr.\nties  and  More 

Our  Falcon  +  PLUS  warranty  is  now 
the  most  comprehensive  warrantv 
in  the  business.  Coverage  of  all 
airframe  components  and  acces- 
sories installed  by  Dassault  has  been 
increased  from  18  months  to  5  years. 


And  the  900B's  engine  warrantv  has 
been  increased  to  5  years  or  1800 
hours,  better  than  that  of  anv  other 
large-cabin  business  jet. 

Today's  market  creates  unprece- 
dented opportunities  for  astute  buyers 
who  are  able  to  act  now.  See  your 
Falcon  Jet  Regional  Sales  Manager 
for  more  information,  or  call  Gene 
Rainville.  Senior  VT  Marketing,  at 
201-967-2746  to  learn  how  cfficientlv 
you  can  fly  your  people,  without 
grounding  vour  finances. 


FaiconJet 

Teterboro.  New  Jersey  07608 


THE  URGER  CONTEXT 


Candidates  who  talk  about  taxing  the  rich  are  really 
aiming  straight  at  the  middle-class  wallet. 

Getting 
the  message 
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BY  MICHAEL  NOVAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


At  last  the  left  is  beginning  to  get  it. 
The  stunning  come -from -behind  vic- 
tory of  John  Major  in  Britain  moved 
even  the  left-leaning  Washin0ton  Post 
to  interpret  the  British  election  as  "a 
fiindamental  clash  between  what  re- 
mains an  essentially  socialist  vision  of 
British  society  and  a  free -market,  cap- 
italist one.  The  latter  won  handily." 
There  are  lessons  in  this  for  America. 
Europe's  socialist  left  was  once 
"the  Continent's  dominant  social 
and  political  force."  But  with  the 
defeat  of  the  socialist  left  in  Britain, 
last  year's  defeat  in  Sweden  and  other 
defeats  in  Germany,  France,  Spain 
and  Italy,  one  sees  "just  how  weak 


and  unpopular  the  left  has  become."#i'*"' 
What's  left  of  the  left?  "Socialism  is-Ijif '^ 
a  set  of  values  rather  than  a  fixed*  r'^" 
economic  theor\',"  intones  John-l'J^^' 
Smith,  British  Labor's  top  economic 
spokesman  ( and  Neil  Kinnock's  prob- :  '^^^' 
able  successor).  But  socialist  "values 
have  lost  their  glow. 

Socialists  fixed  their  moral  vision' 
on  the  social  group,  the  whole  soci 
ety,  and  wanted  individuals  to  bc^snS' 
equal.  They  wanted  government  to 
enforce  this  equalit}',  to  take  from 
"the  rich"  and  become  pro\ider  for-fci*^ 
the  needy.  Socialist  sermons  used  thc»  krK 
rich  as  Christian  sermons  once  used-  s)is| 
"the  world,  the  flesh  and  the  devil."  >iwt 
As  often  as  it  could,  socialism  ap-  .to 
pealed  to  class  war,  the  many  "us"  j  h^ 
against  the  few  "them."  (  ciet 

The  best  answer  from  the  right  was «  fid 
to  move  mor'*  and  more  people  out  of  <  e6' 
dependency  on  the  state  and  over  into  i  «S4 
the  ranks  of  those  able  to  improve  i  com 


their  condition  by  their  own  enter 
prise.  Steady  success  here  altered  the 

moral  equation.  People  by  the  mil-  ;  pi 

lions  came  to  recognize  that  they  were  i  uili 

the  rich  the  left  loves  to  leech.  :  inu 

For  vears,  the  .■\merican  left  took  its  !  ;ns 


WHO(»FERS 

PdJCYHMJMS 

SayiE(FTHE 

BEST  THINGS  IN  LIFE? 


gnals  from  the  social  democrats  of 
iirope.  The  American  left  was  always 
ologizing  for  America's  not  being 
morally  advanced  as  nations  led  by 
lie  European  left.  If  they  had  nation- 
ized  health  care,  then  we  were  back- 
ard  not  to.  (Blame  America  first!) 
But  that  dog  doesn't  hunt,  not 
low.  The  people  have  gotten  more 
ntelligent  about  what's  really  hap- 
icning  around  them.  Consider  this 
car's  argument  about  "helping  the 
^'"Iniddle  class."  Bill  Clinton,  for  one, 
;:)roposes  to  raise  taxes  on  the  rich,  in 
"K  jrder  to  help  the  middle  class.  But  just 
^ft  ,\  ho  is  paying  most  of  the  taxes  now? 
\nd  where  does  he  think  rich  begins? 
According   to   the   Congressional 
Budget  Office,  72%  of  all  federal  in- 
come taxes  in  1990  were  paid  by  the 
top  20%  of  families.  The  entire  bot- 

Jom  60%  (families  with  incomes  be- 
ow  $42,040)  paid  only  1 1%  of  federal 
ncome  taxes.  Families  earning  below 
;29,044  paid  only  2.4%  (see  table). 

The  cutoff  point  for  entering  the 
top  20%  in  1990  was  $61,490.  But 
families  at  even  twice  that  level  know 
for  sure  that  they  are  middle-income. 
Congress  is  paid  more  than  twice  that 


The  changing  tax  burden 

1980 

1990 

%  change 

Upper 

Top  1% 

18.2% 

25.4% 

+40% 

Top  5% 

36,0 

44.1 

+23 

Top  10% 

48.8 

56.1 

+15 

Top  20% 

66.0 

71.8 

+  9 

Mid  and  lower 

Bottom  60% 

13.8 

11.0 

-20 

Bottom  40% 

3.6 

2.4 

-33 

Bottom  20% 

-0.2 

-0.5 

-150 

Source:  Congressional  Budget  Office. 

Share  of  federal  income  tax  revenues 
paid  by  each  income  group. 


level,  and  they  talk  as  if  the  rich  were 
somebody  else. 

What  about  the  top  5%  (income 
over  $102,400)  or  the  top  1%  (in- 
come over  $220,000)?  These  two 
groups  paid  a  much  larger  share  than 
people  think.  The  top  1%  paid  25%  of 
all  federal  income  taxes;  the  top  5% 
paid  a  stunning  44%. 

The  only  quintile  that  paid  its  ap- 
proximate share  of  federal   income 


taxes  in   1990  was  the  next-to-top 

quintile,  the  20%  of  families  earning 
between  $42,040  and  $61,490,  who 
paid  17%  of  all  income  taxes. 

What's  so  unfair? 

One  objection  to  this  analysis  is 
that,  by  contrast  with  federal  income 
taxes  pure  and  simple.  Social  Security' 
taxes  and  Medicare  taxes  are  far  more 
regressive.  But  who  talks  about  rais- 
ing those?  Since  those  contributions 
purchase  ftiture  benefits,  and  then 
some,  they  are  usually  off-limits  to 
political  discussion.  The  public  de- 
bate is  about  federal  income  taxes 
pure  and  simple.  And  this  realit)'  is 
constantly  misstated  by  the  left. 

But  people  know.  Instinctively, 
they  know.  Candidates  who  talk 
about  taxing  the  rich  never  aim 
straight.  They  always  shoot  the  mid- 
dle-class right  in  the  wallet.  Voters, 
everywhere,  have  got  the  point.  The 
left  is  slowly,  groggily  getting  it,  too. 

Any  people  who  think  of  them- 
selves as  religious  will  want  to  help  the 
poor  and  the  vulnerable.  But  coercive 
redistribution  isn't  the  way.  It  doesn't 
work  and  it  isn't  fair.  The  left  needs  to 
dig  itself  new  foundations.  ^M 


"Vbu'll  find  some  of  the 
very  best  things  in  life  among  the 
diverse  array  of  funds  that  back  our 
variable  life  insurance  products. 

Two  of  these  variable  life  funds,  for  example, 
were  rated  the  number  one  performers  in  their 
classes  in  1991  by  Lipper  Analytical  Services.  Inc. 
These  and  other  Equitable  funds  also  rank  as  top 
performers  over  two,  three  and  ten  yearsr 


11  ; 


Solid  investment  performance 
takes  know-how.  The  Equitable  has 
it.  The  Equitable  Capital  Management 
professionals  who  manage  these  top-rated  funds 
average  17  years  of  experience. 

To  learn  more  about  The  Equitable,  write  to 
Richard  H.  Jenrette.  Chairman  and  CEO.  or  Joseph 
J.  Melone.  President  and  COO.  at  The  Equitable. 
787  Seventh  Ave.,  Dept.  A,  New  York.  NY  10019. 

nuiprrfiH-tnantr  t%  ntH  tin  fsuniutr  tt  mdnuiiim  ff  fitinfr  fT\ult* 


EQUITABLE 


*Variable  life  insurance  policies  are  issued  by  Equitable  Variable  Life  Insurance  Company,  a  wholly-ow  ned  subsidiary  of  The  Equitable  Life  Assurance  S«xiet>  of  the  I'nited  Stales   .Ml 
rankings  are  for  periods  ended  December  .'^l.  1991.  as  calculated  in  the  l.ipper  Variable  Insurance  Prixlucts  ftrlormancc  .Analysis  Survey  ( VIPB\Si   .According  to  l.ipper  .AnaKtical  Services, 
Inc  .  the  Lipper  \  IPRAS  universe  consists  of  nearly  4(H)  mutual  funds  th.il  underlie  variable  life  and  variable  annuity  pr>Hlucts  All  of  the  funds  included  in  these  rankings  rep»>rt  performance 
net  of  investment  management  fees  and  direct  operating  expenses  The  performance  data  Lipper  uses  to  calculate  rankings  do  not  reflect  insurant  oicl.itcil  >.osi\.  expenses  or  sales  charges 
vvhich  would  reduce  the  return  to  policyholders  The  Global  Portfolio  was  ranked  #1  out  of  Sand  II  global  funds,  respectively,  for  the  three-  anJonc  \c.ir  pcmxis.  the  Asset  AlKvaiion 
Growth  Investors  P»irtfolio  was  ranked  #1  out  of  .''5  and  41  flexibly  managed  funds,  respectively,  for  The  two-  and  one-year  periods,  the  Common  Siivk  |i>rili>lii'  ujs  ranked  0  2  (Hit  of  9 
equity  funds  for  the  ten  year  period     ^  ,9^,  The  Equitable  Life  Assurance  Society.  NY.  NY.  Equitable  Variable  Life  Insurance  Company. 


You  want  to  go  where  no  one  has  gone  befoi 


This  weekend. 


If  you  want  to  go  farther  than  all  the  others, 
consider  the  vehicle  that  did  just  that. 

Explorer  passed  all  the  rest  to  become  the 
best  seller,  the  new  standard. 

Nothing  in  its 
class  has  so  much 
overall  room.  Or, 
lets  you  go  from 
2WD  to  4WD  High 
and  back,  on  the 
fly  at  the  push  of  a 
button.  The4.0L 
EFI  V-6  and  rear 
anti-lock  brakes  are  standard. 

Available  amenities  like  6-way  power  seats, 
leather  seating  surfaces  and  a  tilt-up  open-air 
roof  turn  an  Explorer  into  a  very  personal 
statement. 

And  now,  Ford  offers  a  36-month/36, 000- 
mile  Bumper-to- Bumper  warranty  with  no 
deductible: 

Explorer  has  all  it  takes  to  take  you  where 
no  one's  gone  before. 


C%^ 


Have  you  driven  a  Ford... lately? 


Your  Explorer  is  ready. 


Buckle  up — together  we  can  save  lives. 

'Ask  \-oor  dealer  for  a  copy  of  ttus  kmited  warranty. 


Most  corporate  bosses  concentrate  on  today's 
problems  rather  than  tomorrow's.  But  at  Air  Products 
&  Chemicals  the  future  is  as  important  as  the  present. 

Futiurology 


By  James  Cook 
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Air  Products'  Dexter  Baker  (right)  and  successor  H.A.  Wagner 
The  future  is  unfolding  according  to  plan. 


Five  years  ago  Dexter  F.  Baker  took 
over  as  head  of  Allentown,  Pa.'s  Air 
Products  &  Chemicals,  Inc.  His  vice 
president  for  planning  suggested  that 
as  one  of  his  first  exercises,  Baker 
ought  to  take  a  long  look  into  the 
future.  "Sit  down,"  was  the  proposal, 
"and  imagine  you  are  writing  the 
company's  1996  annual  report." 
Baker  did.  "It  turned  out  to  be  quite  a 
discipline,"  he  says,  "trying  to  project 
what  kind  of  company  you  are  going 
to  be  ten  years  hence." 

Air  Products  has  three  principal 
businesses:  industrial  gases,  58%  of 
sales,  72%  of  profits;  chemicals,  33% 


and  26%;  the  balance,  gas  and  chemi- 
cal processing  equipment.  Baker  con- 
cluded Air  Products'  sales  were  likely 
to  grow  around  12%  a  year.  That  was 
good:  At  that  rate  the  company's 
revenues  would  grow  from  $1.9  bil- 
lion in  1986  to  $6  billion  in  1996. 

Profits?  "1  wasn't  ver>'  happy  with  a 
1986  return  on  cquitv'  of  around  9%," 
says  Baker.  "So  we  said  we'd  like  the 
returns  in  the  15%  to  16%  area." 

If  all  this  arithmetic  sounds  like  a 
rather  futile  exercise  in  wishing  and 
wanting,  in  fact  it  prtned  a  useful 
discipline.  It's  only  1992,  and  199ois 
still  four  vears  awav,  but  K\x  Products 


is  already  well  on  its  way  to  realizing 
Baker's  dream.  "It  has  worked  just  as 
we  planned,"  smiles  Baker.  With  the 
close  of  Air  Products'  fiscal  1991  year 
(ended  last  September),  sales  were 
$2.9  billion  and  earnings  hit  S249 
million — a  return  on  equirs'  of  over 
14%.  Fiscal  1992  looks  better.  Earn- 
ings should  hit  at  least  54.75  a  share, 
up  nearly  7%  from  the  54.45  reported 
last  year,  bringing  the  return  on  equi- 
xy  still  closer  to  1 5%.  "We  feel  we  can 
double  earnings  and  double  sales  in 
the  next  five  years,"  Baker  says. 

None  of  this  is  happening  just  by 
accident.  When  he  wrote  that  imagi- 
nan'  annual  report  a  half-dozen  years 
ago.  Baker  also  laid  out  a  strateg)'  to 
get  to  1996.  From  the  time  the  com- 
pany started,  in  1940,  it  tried  to  avoid 
competing  for  existing  markets  with 
companies  like  Linde  and  Airco 
Gases.  Instead  it  concentrated  on  new 
markets,  where  the  competition 
wasn't  already  entrenched — the  fi-o- 
zen  food  and  semiconductor  indus- 
tries for  nitrogen,  for  instance,  the 
space  program  for  hydrogen,  magnet- 
ic resonance  imaging  for  helium. 

That  old  strateg\-  still  guides  the 
company.  Currendy  Air  Products  is 
promoting  methane  as  a  lower-cost 
alternative  to  diesel  fijel  in  the  rail, 
truck  and  bus  markets.  It's  peddling 
nitrogen  production  systems  that  will 
enable  a  banana  importer  to  ship  tree- 
ripened  bananas  to  market,  rather 
than  green  ones,  with  a  gain  in  flavor, 
and  let  flower  producers  use  low-cost 
sea  transport  rather  than  747s. 

WTiereas  its  competitors  were 
heavily  committed  to  producing  gas 
at  large  central  facilities,  .\ir  Products 
brought  the  plant  to  the  customer.  It 
specialized  in  building  and  operating 
gas  plants  at  its  customers'  factories, 
selling  the  customers  the  output  un- 
der long-term  contract  at  lower  cost 
than  they  could  buy  or  prcxiuce  the 
gases  themselves. 

Baker's  strategy'  also  involved  keep- 
ing well  in  the  forefront  oi  technoi- 
og\-.  Traditionally,  industrial  gases 
have  been  produced  bv  cixMing  air 
until  it  liquefies,  but  pnxlucers  arc 
now  using  noncr\ogenic  membrane 
and  adsorj-»tion  gas  separating  s>-s- 
tems  to  do  the  job,  and  Baker  has 
been  positioning  Air  Pn.xlucts  in 
those  techni>li>gies.  Such  systems  of- 
ter  small  volume  customers  the  cost 
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1 1992  ATXr  All  nghLs  rejicrved. 


Atatime  lie  this, 

WHOSE  CaUILAR  fflONE  TOLD  TO  RATHER  OWN? 


When  the  name  on  the  phone  is  AT&T,  you're  getting  something  no  other  cellular  phone 

can  give  you.  AT&T  quality  and  customer  service.  We  back  our  cellular  phones  with  a  7-day,  loll-free 

Cellular  Hotline — for  product  information,  technical  help,  even  next-business-day  replacement 

anywhere  in  the  Continental  U.S.  Call  1  800  232-5179  for  all  the  details. 

DEPENDABILITY  BEYOND  THE  ORDINARY 


AT&T 


Available  at  AT&T  Phone  Centers  and  other  fine  retailers. 


Air  Products  &  Chemicals 


Don't  buy 
life  insurance 
until  you  call 
1-800-552-3553. 

There's  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  High  Immediate  Cash  Value 

•  Ikx-deferred  Interest 

•  Full  Cost  Disclosure 

•  Direct-to-Consumer  Service 

Barron's,  The  WaU  Street  Journal, 
Money,  and  others  say  it's  important 
to  know  about  Low-Load  Universal  Life 
from  Ameritas  Life,  a  105-year-old 
mutual  company 

Call  today  for  your 
free  personal  proposal. 

VERIT/^ 


NM 

Available  In 
NY  ME,  DC 


An  AmerHas  Company 


F2511 


It  keeps 

more  than 

memories 

alive 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PRCERAM. 


1-800-242-8721 

American  Heart 
Association 


^ 


This  space  provided  as  a  public  service 


advantage  of  large-volume  on-site 
plants,  with  the  result  that  demand  is 
growing  significantly  faster  than  it  is 
for  conventional  production. 

In  chemicals  Baker  decided  to  con- 
centrate on  niche  markets  where  Air 
Products  could  be  a  leader  while  grad- 
ually getting  out  of  commodity 
chemicals  like  polyvinyl  chloride.  'Air 
Products  is  now  first  or  second  in 
most  of  its  chemical  markets — poly- 
urethane  chemicals  (for  such  applica- 
tions as  foam  products),  vinyl  acetate 
emulsions  (water-soluble  adhesives 
and  coatings)  and  specialty  amines 
(herbicides  and  pharmaceuticals). 

One  of  the  businessmen  who  ac- 
companied George  Bush  to  Asia  in 
January,  Baker  has  long  been  deter- 
mined to  duphcate  Air  Products'  U.S. 
position  overseas,  not  only  in  Western 
Europe,  where  the  company  has  been 
active  since  1957,  but  also  in  the  Far 
East  and  the  Eastern  bloc  countries. 
Today  Air  Products  has  joint  ventures 
in  eight  Asian  countries  and  in  Poland 
and  Czechoslovakia.  Forty  percent  of 
Air  Products'  sales  now  come  from 
abroad,  versus  27%  five  years  ago.  The 
ratio,  says  Baker,  is  headed  for  50%. 

Any  company  focused  on  the  future 
must  take  into  account  the  need  for 
protecting  the  environment,  and 
here,  too.  Air  Products  has  been  a 
pioneer.  Today  the  company's  envi- 
ronmental and  energy  systems  divi- 
sion supplies  electrical  cogeneration, 
waste -to -energy  and  advanced  flue- 
gas  desulfijrization  systems — scrub- 
bers— to  the  electric  power  industry. 

"We  decided,"  Baker  says,  "to  use 
the  same  skills  to  build  on-site  facili- 
ties to  clean  up  the  environment." 

But  here  the  company  decided  to 
modify  somewhat  the  strategy  of 
owning  the  plants  outright.  In  1983 
Air  Products  formed  American  Rcf- 
Fuel  with  Browning- Ferris  to  build 
waste-to-cnergy  plants.  In  1985  it 
created  Pure  Air  with  Mitsubishi 
Heavy  Industries  to  build  scrubbers. 
Baker  has  taken  on  various  partners  in 
building  cogeneration  plants. 

At  a  cost  of  $1.2  billion,  Air  Prod- 
ucts and  its  partners  will  have  put  six 
of  these  joint  venture  plants  into  op 
eration  by  midyear.  Air  Products'  eq- 
uity investment  is  small,  perhaps  $  1 70 
million,  with  an  equal  amount  coming 
from  its  partners,  and  the  rest  bor- 
rowed on  the  projects  themselves. 


The  environmental/energy  divi- 
sion earned  no  more  than  a  modest 
profit  last  year;  Baker  concedes  the 
market  has  been  slower  to  develop 
than  he  expected.  The  Clean  Air  Act 
amendments  that  regulate  electric 
power  plant  emissions  weren't  passed 
until  1990,  and  the  opposition  to 
waste-to-energy  plants  has  been  so 
intense  that  Air  Products  was  forced 
to  abandon  two  projects  last  year.  But 
Baker  counsels  patience:  With  envi- 
ronmental concerns  growing,  the  di- 
vision could  yield  handsome  returns 
on  relatively  small  equity  investments: 


An  Air  Products  cogei-cM; ,    j  ant 
Joint  ventures  like  this,  in  Ebensburg, 
Pa.,  could  yield  $50  million  by  1996. 


maybe  $50  million  aftertax  by  1996. 

So,  as  it  has  been  since  its  b)cgin- 
nings,  Air  Products  remains  firmly 
focused  on  the  future.  Remember 
that  planning  N-ice  president  who  sug- 
gested that  Baker  write  Air  Prixlucts' 
1996  annual  report  a  decade  in  ad- 
vance? Last  month  Baker,  who  re- 
cently turned  65,  turned  over  the 
chief  executive  sjxn  to  him. 

You  can  expect  H.A.  (Hap)  Wag- 
ner, 56,  to  nm  the  company  pretty 
much  the  same  way  B.ikcr  did.  Sa>'s 
Wagner:  "We  foresee  haN-ing  more 
investment  {Opportunities  than  we 
have  resources,  and  that  forces  you  to 
prioritize  and  pick  the  winners." 
Prioritize  is  a  clumsy  word,  but  it 
means  picking  winneni  out  of  many 
possibilities,  and  Air  Prixlucts  docs 
that  extremely  nvcII.  !■ 
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INTRODUCING 

THE  FIRST  INDEX  PORTFOLIO 

TO  TRACK  THE  TOTAL 

U^  STOCK  MARKET. 


Vanguard  is  pleased  to  intro- 
duce a  new  mutual  fund  for 
today's  investor:  Vanguard 
Index  Trust— Total  Stock  Market  Portfolio. 

As  the  name  suggests,  the  Portfolio 
seeks  to  reflect  the  performance  of  the  total 
US.  stock  market— as  measured  by  the 
Wilshire  5000*  the  broadest  stock  market 
index  in  the  US.  It  includes  all  US.  securities 
traded  on  the  New  York  Stock  Exchange,  the 
American  Stock  Exchange,  and  the  NASDAQ 
Over-The-Counter  Market. 

Total  U5.  Stock  Market/ 
Wilshire  5000  Index 


EXTENDED  MARKET 
PORTFOUO 


—  Total 
Stock 
Market 
PortfoUo 


500  PORTFOUO 


Vanguard  pioneered  the  concept  of 
indexing  for  the  individual  investor  in  1976 
with  the  introduction  of  Vanguard  Index 
Trust— the  world's  first  index  mutual  fund. 
The  Total  Stock  Maiitet  Portfolio  has  been 
added  as  the  third  portfolio  of  the  Trust, 
which  also  offers  the  500  Portfolio  (con- 
sisting of  all  S&P  500  Index**  stocks)  and  the 
Extended  Market  Portfolio  (tracks  the 
Wilshire  4500). 


*  "Wilshire  5000"  and  "Wilshire  4500"  are  registered  trade- 
marks of  Wilshire  Associates. 

**"S&P  500  Index"  and  "500"  are  registered  trademarks  of 
Standard  &  Poor's  Corporation. 


©  1992  Vanguard  Marketing  Corporation,  Distributor 


The  Advantages  of  Indexing 

Indexing  is  becoming  more  and  more 
attractive  to  individuals— especially  retire- 
ment investors— seeking  long-term  growth 
of  capital  and  income.  And  for  good  reasons: 

Relative^  Predictable  Performance. 
There's  no  such  thing  as  a  "risk-free"  fund, 
and  the  stock  maricet  itself  has  been,  and  will 
remain,  unpredictable.  However,  regardless 
of  v^ch  way  the  market  turns— up  or  down 
—the  Total  Stock  Market  Portfolio  can  be 
expected  to  correspond  closely  with  the 
returns  of  the  Wilshire  5000,  our  target  index. 

Broad  Diversification.  The  Total  Stock 
Maricet  Portfolio  will  hold  approximately 
1,500  stocks  found  in  the  Wilshire  5000. 

Low  Cost  If  you're  trying  to  match  a 
maricet  index,  vviiich  does  not  have  expenses, 
costs  must  be  kept  low.  And  Vanguard  Index 
Trust  does  just  that.  We  do  not  pay  invest- 
ment advisory  fees,  portfolio  turnover  is  low, 
and  we  keep  each  Portfolio's  operating 
expenses  as  low  as  possible,  passing  the  sav- 
ings on  to  the  shareholders. 

You  can  enjoy  other  Vanguard  advan- 
tages as  well,  among  them: 

•  No  sales  commissions  or  "12b-r'  fees. 
Share  purchases  include  a  025%  transac- 
tion fee,  paid  to  the  Fund,  to  help  offset  the 
cost  of  investing  new  cash  flow  into  small 
company  stocks. 

•  $3,000  minimum  initial  investment,  $500 
for  IRA,  SEP  and  Retirement  Plans. 

for  A  Free  Indexing 
Information  Kit 

Call  1-800-635-8999. 

The  Kit  includes  a  prospectus  with  more 
complete  information  on  the  transaction  fee,  dis- 
tribution charges  and  other  expenses.  Please 
read  it  carefully  before  you  invest  or  send  money 
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^^OF  INVEST7VIENT  0OMn\NIE5 . 


Can  you 

spot  the  typical 

European? 


The  concept  of  a  "typical  Euro- 
pean"  -  an  abstract  man-in-the- 

street        sometimes 

used  as  a  basis  for 
corporate  strategic 
planning  -  is  rooted 
in  a  misunderstand- 
ing. Indeed,  the 
^^^~~~"  closer  you  look  at 
the  New  Europe,  the  more  clearly 
its  complexities  stand  out. 

This  is  due  not  only  to  obvious 


Even  within  the 
Common 
Market, 
Europeans 
aren't  all  alike. 


historic,  linguistic,  cultural  and 
economic  causes.  It  also  reflects 
a  tendency  towards  greater  struc- 
tural differentiation. 

This  trend  will  no  doubt  intensi- 
fy in  view  of  the  desire  on  the  part  of 
some  EFTA  countries  to  join  the  EC 
and  given  recent  moves  towards 
closer  cooperation  within  the 
framework  of  a  European  Eco- 
nomic Area  (EEA).  And  ultimately, 
the  success  of  economic  reform  in 


Central   and   Eastern   Europe  will 
also  have  a  substantial  impact 

Among  other  things,  the  more; 
liberal   environment   in  the  future) 
could  lead  to  a  merger  of  national 
economic     centers     into     larger, 
regional   markets,   without   regard ;, 
to  internal  political  boundaries 

Markets  for  goods  and  serv- 
ices will  change,  and  there  will  be 
an  increase  in  the  international 
division  of  labor    And  of  course. 
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:ompetition  will  heat  up.  Dynamic 
:ompanies  who  wish  to  consoli- 
date or  expand  their  positions  in 
the  New  Europe  will  be  dealing  not 
only  with  one  of  the  most  interest- 
ing  of  the  world's  regions,  but  also 
with  one  of  its  most  complex  mar- 
ketplaces. 

That  is  why  Dresdner  Bank 
gives  such  a  high  priority  to 
helping  customers  succeed  in  the 
Europe  of  the  future.  One  example 


of  this  ongoing  commitment  is  our 
specialized  international  banking 
subsidiary  in  Luxembourg  -  Euro- 
pa  Bank  -  who  can  help  you  obtain 
subsidies  under  regional,  national 
or  EC  support  programs. 

In  the  final  analysis,  the  exper- 
tise and  commitment  of  our  em- 
ployees are  the  keys  to  ensuring 
that  our  customers  derive  maxi- 
mum benefit  from  Dresdner  Bank's 
worldwide    network,    vast    experi- 


ence and  ability  to  respond  quickly 
and  flexibly  to  rapidly  changing 
situations.  Although  we  do  not 
underestimate      the     


challenges      posed  After  1993 

by  the  New  Europe,  Europe  will  be  a 

we  face  the  future  highly  complex 

with    optimism    and  marketplace, 

confidence  ^"""'"'''""""""~ 


After  all,  we're  based  in  the 
center  of  Europe.  And  that  gives  us 
a  home  team  advantage. 


Dresdner  Bank 
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Should  computer  users  be  taxed  to  benefit  the  U.S. 
record  business?  They  will  be  if  Congress  has  its  way. 

The  sound 


of  money 


By  Peter  Newcomb 

Should  the  nation's  computer  users 
subsidize  the  superrich  moguls  of  the 
U.S.  record  business?  Congress  seems 
to  think  they  should.  The  Audio 
Home  Recording  Act  of  1991  sailed 
through  the  Senate  Judiciary  Com- 
mittee and  is  now  awaiting  approval 
there  as  well  as  in  the  House. 

Sponsored  by  Senator  Dennis  De- 
Concini  (D-Ariz.)  and  Representa- 
tive William  Hughes  (D-N.J.),  this 
bill,  as  well  as  a  related  House  bill 
sponsored  by  Cardiss  Collins  (D-Ill.), 
would  impose  a  3%  tax — the  record 
industry  prefers  to  call  it  a  royalty — on 
all  blank  digital  recording  media:  DAT 
cassettes  and  digital  compact  cas- 
settes, as  well  as  the  anticipated  re- 
cordable mini  disc  due  on  the  market 
by  next  spring.  On  top  of  that,  a  new 
2%  tax  would  be  imposed  on  all  digital 
tape  recording  machines. 

Who  would  get  the  money.>  The 
record  business. 

The  idea  behind  the  bill  is  that  it 


would  protect  performers  and  song- 
writers from  pirates  who  could  use  the 
new  digital  recording  technologies  to 
make  perfect  copies  of  songs.  Record 
companies  argue  that  they  lose  $1.5 
billion  a  year  in  revenues  because  of 
home  taping.  The  cassette,  disc  and 
hardware  taxes  would  be  collected  by' 
the  U.S.  Copyright  Office  and  dis- 
tributed by  the  Copyright  Royalty 
Tribunal.  Each  year,  anyone  who  feels 
entitied  to  royalty  payments  could 
petition  the  Tribunal. 

Sounds  like  a  fair  idea.  But  is  iti*  For 
one  thing,  most  DAT  cassettes  are  now 
used  for  computer  data  storage, 
which  has  nothing  to  do  with  music. 
Wide-scale  consumer  audio  applica- 
tions are  still  another  five  years  away. 

Within  that  time  the  tax  could  raise 
as  much  as  $100  million  annually — 
with  computer  users  coughing  up 
two-thirds  of  that  amount.  Where 
would  the  money  go.^  Nearly  40% 
would  go  directly  to  the  record  com- 


panies, including  Sony  Music  Enter- 
tainment, and  MCA  Inc.'s  huge  record 
division,  owned  by  Matsushita  Elec- 
tric Industrial  Co.,  Ltd.  These  com- 
panies are  already  coining  money, 
selling  records  and  tapes  to  music- 
mad  adolescents.  Do  they  really  de- 
serve to  have  the  federal  government 
act  as  a  tax  collector  for  them? 

But  the  record  and  entertainment 
moguls  pack  plent\'  of  lobbying  clout. 
Another  1 7%  of  the  tax  would  go  to 
music  publishers.  After  the  costs  of 
administering  the  royalt)'  fijnd  get 
deducted,  44%  of  the  pool  would  go 
to  songwriters  and  performers. 

The  proposed  legislation  also  man- 
dates that  a  special  antitaping  com- 
puter chip  be  installed  in  all  consumer 
models  of  digital  tape  recorders. 
Known  as  the  "serial  copy  manage- 
ment system,"  the  SCMS  chip  encodes 
a  message  onto  even,'  copied  tape  that 
instructs  the  tape  not  to  allow  another 
copy  to  be  made  from  it.  The  scMS 
chip,  made  by  Sony,  will  add  about 
$25  to  the  cost  of  the  DAT  recorder — 
to  be  paid,  of  course,  by  consumers. 

If  copies  can  be  so  easily  limited, 
why  are  the  record  companies  push- 
ing for  the  3%  tax  on  cassettes?  Two 
reasons.  The  SCMS  can  be  easily  by- 
passed by  simply  sending  the  digital 
message  through  the  analog  jacks  on 
the  back  of  the  tape  unit.  But  Wayne 
Green,  former  publisher  of  CD  Rc- 
view  and  owner  of  a  handfijl  of  small 
record  labels,  gets  closer  to  the  truth 
when  he  insists:  "It's  just  a  way  for  the 
record  companies  to  get  a  tax  on 
blank  cassettes."  ^ 
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We  have  the  edge  you  need  to 
meet  any  financial  challeno^^ 


Principal  Edge^ 

latever  path  you  take  in  life,  you'll  face  financial 
challenges  and  opportunities  along  the  way. 

With  The  Principal  financial  Group?  you'll  have  all  the 
tooJs  you  need  to  handle  them.  Each  of  our  financial 
products  and  services,  whether  for  business  or  Individuals, 
has  its  own  unique  advantage  built  in. 
There's  the  flexibility  of  our  Adjustable  Life  policy, 
and  the  versatility  of  our  employee  benefit  plans. 
From  pensions  to  home  mortgages  to  mutual 
v^       funds,  The  Principal*  provides  just  the  right, 
finely-honed  financial  tool  to  fit  your  need. 
Today,  and  down  the  road. 
That's  The  Principal  Edge.  To  learn  more 

about  it, call  toll  free: 
1-800-633-0323. 

The  Principal 

Financial  Group, 

Des  Moines,  lA 

50392-0150. 


f\08^>^^ 


Pr(Xj.u<;t5^nd  services  ottered  through  PrirWiioaliVlutual  Life  Ins.  Co.  (The  Principal)  and  its  subsidiaries  Mutual  funds 
i>leQl1hf6qgh  PrifWdrFinortCtal.Servkies  Corp.,  a  registered  broker  dealer  (prospectus  available  upon  request).  The  P 
Finawcia?  Qroud.  Des  Moines,  lA  50392-0150  ©  1991  PrtncipaJ  Mutual  I  ' 
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Isaac  Shapiro  is  a  New  York  lawyer,  but  in  some 
ways  he  feels  quite  at  home  in  Moscow. 

In  grandpa's 
footsteps 


By  Robert  Lenzner 


Skadden,  Arps'  international  coordinator,  Isaac  Shapiro 
"The  Russians  think  their  country  is  a  Klondil(e." 


Although  he  eventually  rose  to 
become  chief  executive  of  the  Bank  of 
Siberia  in  czarist  Russia,  Isaac  Shapiro 
had  to  go  to  Konigsberg,  Prussia,  for 
his  education  because  of  the  quota  on 
Jews  at  Russian  universities.  Isaac 
Shapiro,  one  of  two  Jewish  bank  chief 
executives  in  old  Russia,  owned  three 
apartments  in  Moscow,  supported 
Aleksandr  Kerensky's  Provisional 
Government,  and  when  the  Bolshevik 
revolution    came    escaped    by    train 
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through  Siberia  to  Japan  with  2  mil 
lion  rubles  in  gold  and  a  portfolio  of 
Provisional  Gcnernment  bonds.  His 
son,  (xinstantine,  a  cello  player  and 
music  teacher,  attempted  unsuccess- 
fullv  to  cash  the  bonds  at  Giticorjt  in 
the  1930s. 

Another  Isaac  Shapiro  is  becoming 
a  f\miliar  tace  in  Moscow  these  days. 
He's  the  61  -year  old  grandson  of  the 
banker  and  is  worldwide  internatii>nal 
coordinator  for  Skadden,  Arps,  Slate, 


Meagher  &  Flom. 

His  ancestA'  helped  the  current 
Isaac  Shapiro  to  get  his  firm  hired  by 
Vladimir  I.  Scherbakov,  formerly 
Gorbachev's  minister  of  economics 
and  deputy  prime  minister,  now  presi- 
dent of  the  Moscow- based  Interna- 
tional Fund  for  the  Promotion  of 
Privatization  &  Foreign  Investment. 
Skadden,  Arps,  which  just  opened  a 
Moscow  office,  will  structure  the 
deals  by  which  state-owned  enter- 
prises are  transferred  to  the  private 
enterprise  system. 

"The  Russians  think  their  country 
is  a  Klondike,"  says  Shapiro.  This  is  a 
reference  to  Jack  London's  book 
about  an  Alaskan  gold  strike,  he  says. 
To  the  present-day  Russians,  Klon- 
dike means  a  killing  of  any  sort.  They 
hope  that  privatizing  some  of  the  old 
state -owned  'Enterprises  will  prove  to 
be  a  gold  mine. 

Some  of  the  potential  privatization 
Klondikes:  the  reconstruction  of  oil 
refineries  and  gas  production  in  the 
Yamal  peninsula;  timber-processing 
in  the  Irkutsk,  Tomsk  and  Novosi- 
birsk regions;  an  aluminum  plant  in 
western  Siberia;  a  metallurgical  works 
in  the  Ural  Mountains. 

Shapiro,  a  mild-mannered  Colum- 
bia Law  graduate,  taught  Soviet  and 
comparative  law  at  New  York  Univer- 
sity'from  1961  to  1974.  Even  with  his 
background,  he  finds  doing  business 
in  Russia  difficult.  Shapiro  was  disap- 
pointed when  a  letter  of  intent  signed 
last  summer  with  a  Yeltsin  depun* 
prime  minister  to  hire  Skadden,  Arps 
to  draft  an  entire  legal  sNStem  for 
business  never  turned  into  a  firm  con- 
tract. He  is  fi-ustrated  that  Russian 
officials  make  promises  to  a  handfiil  of 
overeager  American  law  firms  in  order 
to  receive  a  great  deal  of  adxice  with- 
out ha\ing  to  pay  tor  it.  Lacking  a 
stnicture  of  corporate  law,  ever)'  con- 
tract ends  up  in  haggling. 

While  his  government  deals  repre- 
sent prestige,  the  real  money  in  Mos- 
cow for  Skadden,  Ar|ts  is  in  represent 
ing  Western  business  interests  that 
w  ant  a  piece  of  the  destabilized  Com- 
monwealth economy.  Hvamples:  the 
establishment  of  an  air  cargo  service 
rtying  the  lx>ndi>n  to  Mtvscow  rtiute,  a 
gambling  casint^  earning  hard  currcn- 
cv  in  a  Moscow  hotel,  and  the  first  of 
the  C'ommonwealth's  commodit>'  ex- 
changes. ^ 
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BUCK  PARK  AVENLE: 


'The  hot 
corporate  c 


ains. 


—SmartMoney  magazine 


It  should  come  as  no  surprise  that  the 
Buick  Park  Avenue  is  fast  t>ecoming  the 
corporate  chieftains'  car  of  choice. 

After  all,  in  addition  to  its  luxury, 
safety  and  style,  the  Park  Avenue 


offers  something  that  every  top  executive 
demands:  Quality.  For  more  information 

on  the  1992  Park  Avenue,  please  call 
1-800-3PARK-AVE.  Or  see  your  Buick 

dealer  today  and  take  a  test  drive. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 
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Politicians  tax  the  middle  class  for  the  same  reason 
some  people  rob  banks:  That's  where  the  money  is. 

The  tax  tree 


Capital  gains  make  up  high 

proportions  of  upper  income-more 

than  20%  above  $200,000. 


By  Peter  Brimelow 

To  CELEBRATE  the  end  of  tax  season, 
Forbes  offers  this  income  distribu- 
tion tree,  sprouted  from  Internal  Rev- 
enue Service  data  for  1989,  the  latest 
available.  Over  113  million  federal 
income  tax  returns  were  filed,  roughly 
50  million  jointly  by  married  couples, 
reporting  $3.25  trillion  income,  ow- 
ing $453  billion  in  tax. 

Remember  this  is  a  single-year 
snapshot.  Individuals  clamber  con- 
stantly up  and  down  the  tree,  especial- 
ly at  the  top,  where  one-time  capital 
gains  are  important. 

It's  a  tall  tree.  But  note  that  the 
upper  branches  are  quite  sparse, 
both  in  numbers  of  filings  and 
the  total  income  they  represent. 

Forbes  has  dressed  the  tree 
with  the  effect  of  federal  income 
and  Social  Security  taxes.  How- 
ever, the  larger  effect  of  other 
federal,  state  and  local  taxes  is 
not  shown. 

Nor  is  the  effect  of  govern- 
ment transfer  payments  aimed 
at  supplementing  the  income  of 
the  poor.  For  example,  figures 
from  the  U.S.  Bureau  of  the 
Census  show  that  these  eliminate 
nearly  one-third  of  the  5.5%  of  house- 
holds below  $5,000. 


I 


Income  retained  by 
taxpayers 

Federal  income  tax 
Social  Security  tax 
Total  taxpayer  filings 


YOU  ARE  HERE. 

Forbes  subscribers'  estimated  median 

and  average  annual  income  in  1989. 

For  households: 

$127,000  and  $217,000 

For  individuals: 

$96,000  and  $191,000 


It  works  like  this: 

Each  top  bar  represents  the  proportion  of  the  total  income 
earned  by  all  taxpayers  that  is  reported  to  the  IRS  by  filings 
from  a  particular  income  bracket.  Blue  indicates  the  part  of  that 
income  retained  by  the  taxpayers.  Yellow  and  red  indicate  the 
parts  claimed  by  federal  income  and  Social  Security  taxes.  Each 
lower  green  bar  is  the  proportion  of  total  filings  from  that 
income  bracket.  Thus  about  8%  of  all  income  was  reported  by  the 
2.6%  of  filings  in  the  $75,000  to  $100,000  range. 


II 


U.S.  workers'  median  annual  pay  in  1989.  according 
to  the  Bureau  of  Labor  Statistics:  $23,610. 


Probably  about  75  million  Americans  did  not  file  federal 
income  tax  returns  in  1989.  Most  of  these  were 
dependents,  such  as  virtually  all  the  64  million  under  18 
years  of  age.  But  individuals  need  not  file  if  they  earn 
below  $5,100  ($6,550  for  household  heads,  $9,200  for 
married  couples).  Census  data  suggest  that  about  one- 
third  of  households  have  income  below  $15,000;  about 
two-thirds  of  these  paid  no  federal  income  tax. 


Probably  inflated  by  most  of  the  10  million 
dependents  who  filed  returns. 


I  I  I  I  I  I 

20%  18  16 

Sources:  IRS:  U.S.  Bureau  of  the  Census;  U.S.  Bureau  of  Labor  Statistics. 


Owes  22%  of  total  federal  income  taxes. 


^•¥  $200,000 


Owes  12%  of  total  federal  Income  taxes. 


Off  the  chart:  12.58%  of  all 
income  earned  was  reported 
by  the  0.7%  of  filers  above 
$200,0000.  It's  hard  to 
represent  graphically  because 
it  largely  consists  of  an 
infinitesimally  thin  line  going 
straight  up.  For  example, 
Forbes'  800  highest-paid 
executives  of  1989  earned 
about  $712  million  in  salary 
and  bonuses.  That's  about 
one  three-hundredth  of  our 
below-$15,000  horizontal 
income  bar-stretched,  from 
lowest  to  highest  earner,  for 
some  45  feet  above  the  top 
of  the  page. 


Top  of  the  1989  income  tree,  as 
reported  in  the  1990  Forbes  highest- 
paid  executives  survey:  Paul  B. 
Fireman,  CEO  of  Reebok 
International,  with  salary  estimated 
at  $14.6  million.  He  would  be  45  feet 
above  the  top  edge  of  this  page. 

Three  executives  actually  received 
more  than  Fireman  in  total,  the  top 
being  Craig  McCaw  of  McCaw 
Cellular  with  $54  million.  But  that's 
counting  stock  options-which, 
because  they  aren't  taxable  income 
until  sold,  we  don't. 

Corporate  fat  cats  are  really  quite 
trim.  1989's  richest  entertainer, 
according  to  Forties'  count  in  1990, 
was  Michael  Jackson.  Estimated 
(taxable)  income:  $65  million -203 
feet  off  the  top  of  the  page. 


Coming  in  the  May  25  Forbes: 
the  highest-paid  executives  of  1991, 
featuring  tree-topper  Anthony  J.F. 
O'Reilly  of  H.J.  Heinz  at  $75  million. 


$100,000 

Owes  9%  of  total  federal  income  taxes. 


The  recent  Democratic  tax  bill  vetoed  by  President  Bush 
raised  marginal  rates  from  31%  to  36%  on  the  "wealthy" 
($115,000  and  $140,000),  gave  credits  worth  up  to  $300  to 
"middle  income"  taxpayers  ($35,000  for  individuals, 
$50,000  married  couples). 


$75,000 


Owes  19%  of  totaHederaHiicome  taxes. 


$50,000 


$30,000 


$15,000 


<r 


Owes  21%  of  total  federal  income  taxes. 


Owes  13%  of  total  federal  income  taxes. 


^ 


Owes  less  than  4%  of  total  federal  income  taxes, 


Awkward  political  reality:  Most  of  the 
income  is  earned  by  most  of  the  people.  In 
1989,  44%  of  all  income  was  reported  by  the 
44%  of  filings  in  the  $15,000  to  $50,000 
range.  (And  71%  of  all  income  was  reported 
by  the  95%  of  filings  below  $75,000.) 
So  when  politicians  spend  38%  of  national 
Income,  as  U.S.  federal,  state  and  local 
governments  have  been  doing,  they  cannot 
avoid  putting  the  arm  on  a  lot  of  people. 
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The  dictatorship  has  gone,  but  the  free  market 
policies  it  implemented  live  on  in  Chile. 
As  a  demonstration  project  for  the 
developing  world,  Chile  is  priceless. 

A  political 
miiracle 


By  Jean  A.  Briggs 

Already  in  1992,  constitutional  gov- 
ernment has  been  suspended  in  Peru, 
Venezuela  narrowly  defeated  a  mili- 
tary coup,  and  thugs  blew  up  the 
Israeli  embassy  in  Buenos  Aires.  Bra- 
zil is  in  economic  turmoil,  Colombia 
in  political  turmoil.  For  most  of  Latin 
America,  the  path  to  democracy  and 
free  market  economies  has  proved  to 
be  a  difficult  one. 

But  in  one  South  American  capital 
these  days,  most  of  the  talk  isn't  about 
coups  and  bombings.  It's  about  busi- 
ness and  making  money. 

Over  lunch  at  the  Maison  Fran^aise 
in  a  fancy  Santiago  neighborhood, 
Eduardo  Stern,  executive  vice  presi- 
dent of  Chile's  Valle  Nevado  ski  facili- 
ty, chatted  about  exploiting  people's 
interest  in  the  mystical  as  a  marketing 
tool  for  his  mountaintop  resort. 

At  their  home  in  the  Lo  Curro 
district  high  above  Santiago,  Pablo 
Gallyas  and  his  wife,  Edith,  described 
their  recent  trip  to  Cuba  and  talked  of 
their  children,  who  are  all  involved  in 
their  fast- growing  electronics  distri- 
bution business. 

In  Vina  del  Mar,  a  nearby  resort 
town  on  the  Pacific  coast,  Andres 
Puffe  Klapp,  owner  of  the  exquisite 
Hotel  Oceanic,  showed  plans  for  two 
new  projects — a  condominium  in 
Reiiaca,  just  a  few  miles  up  the  coast, 
and  another  hotel  in  ('onCon,  about 
15  miles  farther  north. 

Politics.*  Oh,  there  was  a  bit  of  a 
scandal  over  police  snooping  into  the 
affairs  of  opposition  politicians  and 
excitement  over  fugiti\e  former  East 
German  leader  Erich  1  lonecker's  tak 
ing  refuge  in  the  C'hilean  embas.sy  in 


Moscow.  But  in  Santiago  these  days 
business  and  investing  are  more  inter- 
esting than  politics. 

Three  years  ago  people  in  Chile, 
like  their  counterparts  elsewhere  on 
the  continent,  were  obsessed  with 
politics.  Free  elections  were  coming. 
The  economy,  set  on  the  road  to  free 
enterprise  by  the  Pinochet  dictator- 
ship, was  booming.  But  if  the  center/ 
left  won,  would  they  keep  their  hands 
off  the  economy? 

The  answer  was:  Yes. 

On  Mar.  11,  1990  the  president  of 
the  Chilean  Senate,  Gabriel  Valdes,  a 
venerable  and  respected  politician  of 
the  old  school,  took  the  presidential 
sash  from  retiring  president  Augusto 
Pinochet  and  placed  it  on  the  new 
president,  Patricio  Aylwin.  Thus, 
peacefully,  ended  17  years  of  militar\' 
dictatorship. 

The  symbolism  of  the  ceremony 
was  poignant.  Pinochet  had  twice 
jailed  Valdes  and  had  banned  the 
victorious  Christian  Democratic  par- 
ty. Yet  here  were  the  t\\o,  if  not  on 
friendly  terms,  certainly  showing  mu- 
tual respect.  Despite  the  doubters,  it 
turned  out  that  it  was  indeed  possible 
to  make  a  peaceful  transition  from 
dictatorship  to  democracx'. 

The  truce  has  held.  General  Pino 
chet  xtill  commands  the  army,  but 
only  one  thinu,  remains  of  his  dictator 
ship:   its   tree   market   policies,  long 
unic|ue  in  Latin  America.  Almost  ev- 
erything   has    been    privatized:    the 
great  majoritN'  of  government  owned 
business;  social  security;  public  hous 
inu,.  Even  cars  the  government  uses  to 
fern'  oHicial  visitors  are  hired  from 


The  grape  harvest  in  central  Chile 
Fresh  fruit  exports  continue  to  grow. 


private  companies. 

In  the  foothills  of  the  Andes  on  the 
outskirts  of  sprawling  Santiago,  elab- 
orate new  houses  are  under  construc- 
tion. "Stock  market  profits,"  explains 
a  taxi  driver.  Since  the  Christian  Dem- 
ocratic-led coalition  came  to  office 
and  demonstrated  it  had  been  con 
\erted  to  free  enterj"»rise,  the  Chilean 
stock  exchange  has  more  than  tripled. 
This  year  again  it  has  sparkled,  ri.sing 
more  than  20%  in  the  first  three 
months. 

In  Proxidcncia,  the  fashiiMiable 
area  east  o\  dow  nt«.nvn,  small  malls 
packed  with  ex^x'nsivc  Knitiqucs  con- 
nect side  streets  behind  the  shops  on 
the  a\eiuie.  The  Lierman  firm  Rem 
pinski  has  opened  a  superluxun'  hotel 
dow  nttn\  n;  a  huge  new  Hyatt  opened 
in  March. 

Chile  is  not  yet  a  rich  countrv'.  The 
minimum  wage  is  just  $25  a  week, 
and  a  skilled  textile  worker  c.uns  onlv 
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about  $60.  The  aristocrats  of  Chilean 
workers,  those  who  man  the  Codelco 
copper  mines,  earn  about  $250  a 
week.  There  are  slums  aplenty  in  San- 
tiago, and  in  the  countryside  peasants 
still  walk  to  markets,  not  ride. 

But  the  progress  is  tremendous.  Per 


capita  gross  domestic  product  has  in- 
creased from  $1,734  in  1988  to 
$2,241  in  1991.  The  number  of  vehi- 
cles in  Santiago  is  growing  by  50,000 
a  year. 

For  those  who  had  the  faith  to 
invest  early,  the  rewards  have  been 
enormous.  Leopold  de  Rothschild,  of 
the  London  branch  of  the  banking 
family,  invested  here  in  1978,  five 
years  after  the  coup  that  overthrew 
the  far-left  government  of  Salvador 
Allende.  As  a  dictatorship  Chile  was 
something  of  a  pariah  among  nations, 
but  Rothschild  saw  beyond  the  im- 
mediate troubles.  He  put  seed  money 
into  a  young  bank.  Banco  BICE;  the 
London  Rothschilds  later  bought 
40%  of  bice's  shares  for  about  $10 
million.  "That  amount  has  been  re- 
turned to  them  in  dividends  alone," 
says  Jorge  Schneider,  now  the  bank's 
chairman.  "And  the  shares  are  trading 
on  the  Santiago  exchange  for  more 
than  ten  times  the  price  the  Roth- 
schild company  paid." 

Exxon,  too,  came  early.  Chile's 
copper  mines  had  been  nationalized 
by  the  Allende  government  and  its 
predecessors.  Copper  was  not  just 
another  business  in  Chile.  It  was 
thought  to  be  part  of  the  national 
patrimony.  No  foreigners  need  apply. 

But  there  was  one  old  decrepit 
mine  that  was  losing  money.  The 
government  decided  to  sell  that.  Ex- 
xon bought  it  at  auction,  paying  $100 
million.  Chileans  and  foreigners  alike 
sneered.  Exxon  was  throwing  money 
away.  The  sneers  have  faded.  Copper 
prices  have  been  strong  for  about  five 


years,  and  Chilean  governments  have 
done  all  in  their  power  to  encourage 
exports.  Last  year  Exxon  shipped  over 
100,000  tons  from  the  mine.  The 
company  is  expanding  the  facility'  and 
expects  to  increase  that  number  to 
180,000  tons  by  the  end  of  next  year. 

Bankers  Trust  saw  in  Chile  a  place 
to  turn  bad  loans  into  good  assets. 
Says  Neil  Allen,  who  now  heads  the 
bank's  Latin  American  division:  "We 
had  one  of  the  biggest  exposures  in 
Chile  of  any  bank  when  the  Latin  debt 
crisis  hit  in  1982." 

Bankers  Trust  turned  the  exposure 
into  an  opportunity.  It  was  the  first 
big  U.S.  bank  to  participate  in  debt- 
for-equit)'  swaps  when  the  Chileans 
began  offering  them  in  June  1985. 
Through  such  swaps  it  acquired  42% 
of  A.F.T.  Provida,  the  country's  big- 
gest pension  fund  manager.  It  also 
bought  stakes  in  Soquimich,  a  giant 
nitrate  producer,  and  Pilmaiquen,  a 
hydroelectric  plant.  Bankers  Trust  has 
since  sold  its  position  in  the  last  com- 
pany but  has  many  new  investments, 
including  a  stake  in  a  shopping  mall  in 
a  working-class  neighborhood  in  San- 
tiago. "The  rules  allow  us  to  repatri- 
ate far  more  of  our  capital  than  we 
have  done,"  says  Allen.  "We  keep  it 
there  because  of  the  good  returns." 

Today  Chile  is  an  "in"  place  to 
invest,  but  the  best  opportunities 
went  to  those  who  got  in  early.  These 
were  people  who  understood  that  the 
Pinochet  dictatorship  was  different 
from  the  topical  Latin  militan,'  junta. 
Early  on,  Pinochet  and  his  advisers 
saw  the  errors  of  statism  and  resolved 


Salmon  farming  in  Chile 

The  learning  curve  was  steep,  but  now 

fresh  salmon  reaches  world  markets. 
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Chile 


Loading  timber  at  the  port  at  Concepcion 
Forestry  is  still  attracting  foreign  investment. 


to  impose  a  free  market  economy  on 
the  country.  This  was  a  startling  de- 
parture, because  the  usual  junta  is  just 
as  statist  as  the  populist  governments 
it  replaces.  Most  foreigners  failed  to 
understand  the  significance  of  this 
difference,  and  Chile  was  shunned  by 
many.  Some  people — and  they  are 
not  all  ex-Pinochet  supporters- 
maintain  that  the  dictator  would  have 
called  elections  even  sooner  than  he 
did  if  international  pressure  on  Chile 
to  democratize  had  not  outraged  his 
nationalist  pride. 

When  elections  finally  came,  there 
was  no  absolute  assurance  that  an 
elected  government  led  by  old-time 
centrist  politicians  and  including  so- 
cialists and  other  leftists  would  not 
sink  back  into  the  old  statist  ways. 

But  there  was  no  backsliding.  Presi- 
dent Patricio  Aylwin,  fit  and  vigorous 
at  73,  has  skillfully  kept  most  of  his 
supporters  in  the  center  and  left  happy 
without  alienating  the  many  support- 
ers of  Pinochet.  Pinochet,  remember, 
had  garnered  43%  of  the  votes  in  an 
internationally  observed  plebiscite 
and  remains  remarkably  popular  for  a 
deposed  dictator. 

Some  of  Aylwin's  supporters  de- 
manded punishment  for  atrocities  al- 
legedly committed  during  the  dicta- 
torship. One  of  his  fust  acts  therefore 
was  to  appoint  a  commission  to  inves- 
tigate and  find  out  what  actually  hap 
pened.  The  commission  made  its  re- 


port, but  there  has  been  no  retribu- 
tion. Tactfully,  Aylwin  has  stalled 
demands  for  revenge:  His  govern- 
ment is  offering  compensation  to  the 
families  of  those  who  vanished  or 
were  killed  under  the  military  regime. 

In  steering  this  middle  course,  Ayl- 
win has  wide  support.  Whatever  the 
past — and  both  left  and  right  com- 
mitted atrocities — he  knows  that 
most  Chileans  want  to  let  the  dead 
bury  their  dead.  They  want  to  get  on 
with  prosperity.  Interviewed  by 
Forbes  in  the  colonial  splendor  of  the 
old  presidential  palace  in  Moneda 
Square,  the  president  said:  "Some 
things  that  have  already  been  accept- 
ed and  established  cannot  really  be 
changed  so  easily." 

A  courtly  but  affable  man,  Aylwin 
represents  an  older  order,  but  the 
technicians  who  run  the  economy 
represent  a  new  order.  Finance  Minis- 
ter Alejandro  Foxley,  for  example, 
was  educated  at  Harvard  University' 
and  the  Universit\'  ofWisconsin;  Fco- 
nomics  Minister  Carlos  Ominami  was 
a  research  associate  in  France.  Andres 
VelasTO,  chief  of  staff  at  the  Finance 
Ministry',  has  degrees  from  C'olumbia 
Universit)'  and  Yale. 

In    1990  the  technicians  decided 
the   economy   was   overheated.   Ac 
cordingly,  they  held  down  monetar)- 
growth,  slowing  the  economy  some 
what  painfiillv.  They  also  implement- 
ed a  tax  reform  that  raised  the  govern- 


ment's take  of  GDP  from  15.8%  to 
17.7%.  The  business  community  gave 
a  sigh  of  relief  The  tax  increases  could 
have  been  much  stiffer  and  much 
more  directed  at  business. 

In  1991  the  economy  picked  up 
again,  returning  to  the  5%  growth  rate 
it  has  averaged  for  the  past  five  years. 
Healthily,  the  growth  was  led  by  ex- 
ports, which  were  up  7%,  to  S8.9 
billion.  Chile  has  earned  so  much 
through  exports  and  become  such  an 
attractive  place  for  foreign  capital  that 
the  central  bank  has  difficult)'  keeping 
the  peso  from  appreciating  too  fast 
and  harming  exports.  "We  have  to 
pay  the  price  of  our  success,"  says 
Economics  Minister  Carlos  Omi- 
nami, who  calls  himself  a  socialist  but 
acts  like  a  Reaganite. 

Oppositionists  complain  that  the 
Aylwin  government  has  slowed  the 
pace  of  privatization.  "Chile  could 
have  been  a  match  for  the  Asian  Ti- 
gers like  Singapore  and  Taiwan  if  the 
government  had  remained  dedicated 
to  even  fijrther  liberalization  of  the 
economy,"  says  a  former  high  official 
of  the  Pinochet  government,  now  a 
private  banker.  Even  he  concedes  that 
Chile  can  probably  continue  growing 
at  a  faster  rate  than  the  rest  of  Latin 
America.  "But  it  could  have  been  9% 
instead  of  5%,"  he  complains.  "We 
could  have  eradicated  povert>'  more 
quickly  than  this  government  could." 

Adds  one  businessman  who  sup- 
ported the  opposition:  "The  best 
thing  this  government  has  done  is  not 
carry  out  its  electoral  promises." 
Meaning  that  the  government  has 
done  little  to  curr\-  tavor  with  the  left 
by  reversing  the  economic  progress 
made  under  the  dictatorship. 

Above  all,  the  Aylwin  government 
has  made  no  attempt  to  reverse  the 
dictatorship's  integration  of  the  C^hil 
ean  economy  into  the  world  econo- 
my. Chile  triumphantly  practices 
w  hat  might  be  called  comparative  ad- 
vantage economics.  One  of  its  advan- 
tages is  its  Southern  Hemisphere  lo- 
catit)n,  where  it  is  summer  when  the 
North  has  winter.  Thus,  reasonably 
priced  Chilean  grapes  and  Chilean 
pond  rai.sed  salmiMi  now  grace  Japa- 
nese and  North  American  tables  in  the 
dead  of  winter,  w hile  Japanese  cars 
dominate  Chilean  roads.  Chilean 
wine,  often  a  match  for  the  best  Cali- 
fornia pri>duccs,  is  currcntlv  the  best 
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small  business,  you  need  something  that  works  all  the  time 


III 


Keep  it  simple. 


That's  why  American  Express  and  AT&T 
announce  a  single  Corporate  Card  program 
designed  exclusively  for  small  business. 

Expect  reliable  customer  service,  accurate 
statements,  corporate  discounts.  And 
acceptance  where  and  when  you  need  it. 
Then  add  the  quality  and  service  of  the 
AT&T  network  and  savings  of  10%  on 
AT&T  long  distance  card  calls.  All 
consolidated  on  one  monthly  billing 
statement  from  American  Express. 

One  card  to  carry.  One  bill  to  review. 
It  is  that  simple. 

For  more  information,  call  1 800  531-3934. 


©1992  American  Express  Travel  Related  Services  Company,  Inc.         £i1992.  AT&T. 


CorporateLink 

FOR  SMALL  BUSINESS 
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WeLikeTbIhmkTheW)rffl 

But  Actually,  It^  T 


While  the  world  may  not 
have  been  created  expressly  for 
Jeep  Grand  Cherokee  Limited, 
our  engineers  designed  this 
revolutionary  new  4x4  as  if 
it  was.  They  gave  the  New  Jeep 
the  power,  strength,  and  cap- 


ability to  take  on  some  of  the 
world's  most  challenging  terrain. 
At  the  heart  of  the  New  Jeep 
is  Quadra-Trac",*  an  all-new  all- 
the-time  four-wheel  drive  system 
that  automatically  adjusts  itself 
to  changing  road  conditions. 


A  mighty  190  horsepow  ^ 
engine  delivers  a  world  of 
power.  And  a  new  Quadra-C 
suspension  system  improv 
on-road  ride  and  handling 
well  as  off-road  capability. 

And  because  Jeep  has  lo 


tr( 


•Qujdra  Tr.u  optional  on  Grand  Ch* roke»  Base  and  Laredo  modck.  Chryslrr's  Owner's  ChoiCT  Prolnnion  PUn  includn:  7  y*ir/70.000  mil*  powtrtram  p«x.««t«M« «»  »  yt*rl  Mi.(KK*  miW  bumrwrto^^uniwi  w« 


orriciAL  sKmsoROf  thi  iw>  USA 

U  S   OlTM^IC  Tl»M  M  OSC  MO     AA^ 


fen  known  for  its  remarkable 
»ility  to  conquer  new  ground, 
ir  engineers  made  Jeep  Grand 
nerokee  the  first  sport  utility 
in  the  world  with  a  stan- 


dard driver's  side  air  bag. 
Four-wheel  anti-lock 


brakes,  an  exclusive  automatic 
temperature  control  system,  and 
a  remote  keyless  entry  system 
are  also  standard. 

For  further  information 
about  the  Jeep  Grand  Cherokee, 
call  1-800-JEEP-EAGLE. 


The  New  Jeep.  Nature  laid 
the  groundwork.  A  team  of  Jeep 
engineers  did  the  rest. 

Theres  Only  One  Jeep?. 
Advantage:  Chrysler 


■  hoicf.  And  with  no  deductible.  See  limited  warranties,  restrictions,  and  details  ai  dealer.  Excludes  normal  mainienancc.  adju-stmenls.  and  wear  items.  Jeep  »  a  rrgisterrd  trademarii  of  Chrysler  Corjvration    Bui-klc  up  for  safety 


Even  though  we  mal<e  Americas  best  Imown  athletic  teamweai:  we  know  that  no  otl 
unifonn  can  compete  with  a  cap  and  gown.  So  we're  mal<ing  posters  like  this  ad  availal 
to  coaches  and  teachers  to  help  remind  athletes  that  an  education      npp  RUSSELL 
can  keep  them  competitive  long  after  their  playing  days  ai^  oven      I^ATHLETIC 

STA/  IN  SCHOOL 


tur  more  mtiirmaiiondboul  our  May  liiiicliool'  cdnipai^n.  wriio  WusscllCorporiition.  hcpi  M.  i\'>  ISox  '.'7'.'.  Alcxaiulcr  City.  AL>50iO 
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Chile 


buy  in  North  American  liquor  stores 
and  markets. 

Because  they  know  their  future  lies 
in  pushing  these  and  other  compara- 
tive advantages,  the  Chileans  have 
been  in  the  van  of  the  movement  for  a 
Western  Hemisphere  free  trade  zone. 
Last  year  the  Chilean  government 
signed  a  free  trade  agreement  with 
Mexico  and  it  is  talking  about  one 
with  Venezuela.  More  important,  it 
now  seeks  one  with  the  U.S.  The  idea, 
advanced  by  President  Bush  when  he 
visited  Chile  in  December  1990,  is 
that  Chile  be  the  first  country  to  sign 
such  an  agreement  after  Mexico. 
When  he  visits  the  U.S.  this  month. 
President  Aylwin  will  remind  Bush  of 
this  commitment. 

The  Chileans  know  that  they  can't 
get  a  deal  with  the  U.S.  until  negotia- 


tions on  the  U.S. -Mexico  free  trade 
agreement  are  complete.  But  they 
want  to  be  next  in  line.  Without 
doubt,  other  Latin  American  coun- 
tries will  want  the  same  thing — a  goad 
for  them  to  liberalize  their  semisocial- 
ist  economies. 

Chile  hopes  such  an  agreement 
would  encourage  investment  as  well 
as  trade.  Finance  Minister  Alejandro 
Foxley  points  out,  too,  that  "Chile 
should  be  an  attractive  platform  for 
trading  with  the  rest  of  South  America 
and  even  the  Pacific." 

A  free  trade  agreement  would  also 
help  U.S.  companies  regain  some  of 
the  ground  they  have  lost  in  the 
booming  Chilean  market.  Once  sup- 
plying 40%  of  Chile's  imports,  the 
U.S.  now  accounts  for  just  20%.  The 
Chilean-American  Chamber  of  Com- 


merce estimates  that  a  fi-ee  trade  deal 
would  cause  U.S.  exports  to  Chile  to 
grow  over  50%  in  five  years. 

With  only  13  million  inhabitants, 
Chile  is  not,  of  course,  going  to  be- 
come a  major  market  for  the  U.S.  Its 
huge  importance  lies  elsewhere.  In  an 
age  when  government-to-govern- 
ment aid  is  discredited  and  socialist 
policies  haven't  worked,  Chile  has 
demonstrated  conclusively  that  you 
can't  plan  your  way  to  prosperity'  or 
get  there  through  subsidies  or  gov- 
ernment projects.  You  can  put  a  coun- 
try on  the  road  to  development  and 
affluence,  create  good  jobs  and  con- 
quer poverty  only  by  establishing  a 
genuinely  free  market  and  letting  in- 
dividual initiative  do  the  rest.  It  is  a 
lesson  our  own  Congress  would  do 
well  to  heed.  WM 


Seeking  a  free 
trade  agreement 

Patricio  Aylwin,  an 
old-line  Christian  Demo- 
crat, was  elected  Presi- 
dent of  Chile  in  1989  in  the 
country's  first  free  elec- 
tion in  19  years.  This 
month  he  is  coming  to 
'Washington  to  meet  with 
President  Bush  and  re- 
mind him  that  Chile  needs 
a  free  trade  agreement 
with  the  U.S.  along  the 
lines  of  the  agreement 
now  being  negotiated  for 
fi^ee  trade  with  Mexico. 
Forbes'  James  Michaels 
and  Jean  Briggs  inter- 
viewed Aylwin  recently  in 
Santiago. 

Forbes:  Mr.  President, 
General  Pinochet,  who 
ruled  Chile  for  1 7  years 
as  a  dictator  and  banned 
you  from  political  life, 
remains  as  commander  in 
chief  of  the  Chilean 
army.  Doesn't  his  pres- 
ence in  that  job  put  re- 
straints on  your  freedom 
of  action? 

Clearly,  I  can  say  no.  The 
truth  is  I  have  never  felt  lim- 
ited in  my  powers  as  pres- 


r 


Chile's  President  Patricio  Aylwin 
Not  anchored  in  the  past. 


ident  of  the  Republic  by  the 
presence  of  the  general  in 
this  position.  I  think  he  has 
become  accustomed  to 
staying  to  his  professional 
duties,  without  any  in- 
tention of  doing  any  more. 

Maybe  so,  but  some  peo- 
ple say  that  the  shadow  of 
Pinochet  prevents  your 
government  from  punish- 
ing those  who  allegedly 
committed  atrocities  dur- 
ing the  dictatorship. 
No,  it  is  not  the  opposi- 
tion of  Pinochet  [that  pre 
vents  this].  With  the  elec- 


tion  of  the  civilian  govern- 
ment in  1989,  we  did  not 
have  in  Congress  a  major- 
ity, which  would  permit 
us  to  make  this  reform.  If  I 
send  this  kind  of  reform 
to  Congress,  I  am  going  to 
lose  it.  It  would  be  use- 
less. That  is  the  problem, 
not  the  general. 

You  come  from  an  older 
political  tradition,  the 
Christian  Democratic, 
in  which  the  state  plays  a 
major  economic  role. 
Here  you  are  presiding 
over  a  free  enterprise 
economy  where  the  state 
has  sold  off  most  of  its 
business  holdings  and 
where  even  social  secu- 
rity and  much  education 
is  privatized. 
One  cannot  remain  an- 
chored in  the  past.  One  has 
to  be  flexible,  but  this 
does  not  mean  a  surrender 
of  looking  for  a  better  so- 
cial justice.  All  countries  in 
the  world  ha\c  had  some 
government  inter\cntion, 
for  example,  to  control 
the  abuses  of  monopolies, 
to  defend  the  environ 
mcnt,  to  protect  minimum 
rights  of  the  worker. 
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What  message  would 
you  give  to  readers  of 
Forbes,  executives,  in- 
vestors, about  investing 
in  Chile  and  doing  busi- 
ness in  Chile? 
Well,  I  would  say  this  is  a 
country'  with  many  oppor- 
tunities. In  the  mining 
sector,  in  forestry,  fishing, 
fruit  producing,  agricul- 
ture, services.  We  have  a  se- 
cure political  system,  re- 
spect for  individual  rights,  a 
climate  of  social  peace. 
We  ha\e  an  economy  that  is 
gearing  itself  to  growth, 
and  we  are  working  to  end 
inflation. 

No  worries  about  ex- 
propriation or  discrimina- 
tion against  foreigners? 

The  idea  that  foreign  in- 
vestment should  be  resisted 
because  of  national  sover- 
eignty is  an  idea  of  yester- 
day. It  is  exhausted,  this 
idea.  Hven  the  countries  we 
call  "socialist"  now  want 
foreign  investment.  The 
C'hilean  justice  system, 
our  Cx)nstitution,  our  laws, 
gives  guarantees  that  the 
rights  of  investors,  national 
as  well  as  foreign,  will  not 
be  violated.        -J.A.B.  ■■ 
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Gone  are  the  days  when  male  fashion  designers  told  women 
what  they  ought  to  wear.  Men  still  dominate  the  fashion  news 
but  it  is  women  designers  and  executives  who  move  the 
merchandise  on  Seventh  Avenue  these  days. 

The  feminization 
of  Seventh  Avenue 


By  Gretchen  Morgenson 

"Women  are  bad  fashion  designers. 
The  only  role  a  woman  should  have  in 
fashion  is  wearing  clothes.  .  .  .  Some- 
day all  great  designers  will  be  men." 
Credit  for  that  smugh'  sexist  state- 
ment goes  to  Jacques  Path,  a  famed 
French  couturier  of  the  1950s.  Coco 
Chanel,  a  contemporan-  of  Path's 
who  also  knew  something  about  fash- 
ion, snapped  back:  "Mr.  Path's  state- 
ment needs  no  answer.  Pacts  will  an- 
swer him." 

Pacts  have  answered  him.  In  1992 
the  clothes  that  women  are  buying, 
the  clothes  that  women  work,  enter- 
tain and  relax  in,  are  increasingly  de- 
signed by  women.  And  not  just  de- 
signed. Pemale  designers  have  come 
out  from  behind  their  sketch  pads  and 
have  built  companies  that  are  growing 
at  25%  and  more  per  year  and  outper- 
forming the  industry'  in  profitabilit>'. 
They  are  becoming  international  fig- 
ures, shipping  their  designs  to  cus- 
tomers in  all  comers  of  the  world. 
Women  in  fashion  today  are  leaving 
men  in  the  dust. 

Vo^ue,  WWDund  the  fashion  pages 
of  the  New  York  Timeshivc  paid  scant 
attention  to  the  feminization  of  the 
fashion  business.  Kstablished  male  de- 
signers like  Rill  Rlass,  Ralph  Lauren, 
Calvin  Klein  and  GeortVey  Beene  still 
get  the  most  ink  from  the  fawning 
fashion  press.  But  their  clothes  are  not 
for  real  women;  they  are  fantasies.  At 
prices  as  high  as  S 1 ,500  for  a  jacket  or 
$600  for  a  skirt,  many  of  their  clothes 
are  unaffordable  for  all  but  the  most 
atllucnt  consumer.    Ihese  designers 
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are  less  interested  in  selling  clothes 
than  the\'  are  in  the  licensing  revenues 
generated  by  putting  their  names  on 
fragrances,  sheets,  hosier)',  even  choc- 
olates. Their  clothes  are,  for  them, 
almost  loss  leaders. 

By  contrast,  clothes  turned  out  by 
women  designers  are  more  reasonably 
priced,  retailing  between  S200  and 
S500.  Despite  the  far  lower  price  tags, 
clothes  bearing  labels  like  Linda  Al- 
lard.  Donna  Karan,  Adrienne  Vitta- 
dini,  Andrea  Jo\*ine  and  Nicole  Miller 
are  of  uniformly  high  qualit)'.  They 
are  comfortable,  the\'  are  wearable, 
they  last  from  season  to  season.  If  the 
media-celebrated  male  names  design 
for  fantasy  women,  the  female  design- 
ers create  for  real  women.  Is  it  any 
surprise  their  products  sell.' 

Carl  Steidtmann,  a  retailing  consul- 
tant at  Management  Horizons  in  Co- 
lumbus, Ohio,  says:  "Women  design- 
ers are  seeing  through  all  the  non- 
sense of  what  men  design;  there's  a 
sense  of  practicality'  among  the  de- 
signs that  consumers  appreciate." 

What's  new  is  this:  While  the  cKca- 
sional  female  designer  has  achieved 
star  status  in  the  past — C^hanel  in  the 
1920s,  C:iare  McC:ardell  in  the  1950s, 
Anne  Klein  in  the  1970s — men  have 
long  dominated  the  business.  Ac 
cording  to  a  study  conducted  in  the 
late  1980s  by  the  Fashion  Institute  of 
TechnologA'  in  New  York  Cir\',  65%  of 
the  nn)st  famous  20th  centur\  de 
signers  have  been  male. 

But  the  past  few  years  ha\e  made  a 
bigditVcrence.  Stroll  thrt)ugh  an\  ina 


■^^■1  Nicole  Miller,  right, 

^^^F  before  launching 

W  her  fall  1992 

I  collection 

■  in  New  York  City 

I  "11m  way  I  art 

I  my  clothes 

V  makes  people 

Ik  look  young." 


jor  departmen:  store  and  you'll  get  a 
sense  of  how  dominant  women  de- 
signers have  Ix'come.  On  the  third 
rtcKir  of  BkxMiiingdalc's  New  York 
CMt>'  store,  tor  example,  w  here  moder- 
ate to  higher  priced  spt>rtswcar  is 
sold,  there  are  32  designer  btuiiiques. 
0\  those,  20  feature  the  work  of 
temale  designers. 

Of  the  $2 1 1  billion  in  clothing  that 
was  si>ld  at  retail  List  year,  wi>men's 
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wear  accounted  for  SI  18  billion,  al- 
most 60%.  That's  a  huge  market  but  a 
sluggish  one:  Sales  have  inched  ahead 
at  around  1%  annually  for  some  time 
now.  What  is  significant  is  that  in  this 
stagnant  market  women  designers  are 
fast  increasing  their  market  share. 
Karan,  .\llard,  Vittadini,  Miller,  Jo- 
\ine  are  all  seeing  revenues  increase  by 
at  least  25%  a  year.  Alan  Millstein, 
editor  of  Fashion  Netn^ork  Report,  an 


influential  industry-  ncNNsletter,  says: 
"The  1990s  are  the  age  of  the  woman 
designer." 

Karan  is  the  hottest  right  now.  In 
1989  she  added  a  line  of  mcxlerately 
priced  women's  sportswear,  called 
DKNT,  to  her  couture  collection.  In 
just  three  years  Karan's  dkny  sales 
have  reached  SI 75  million.  Her  total 
revenues,  including  couture,  hosier)", 
handbags,   lingerie   and  accessories. 


exceed  S250  million. 

By  contrast  with  Karan,  Cal\in 
Klein  gets  cxxiles  of  coverage  in  the 
fashion  press,  yet  his  privately  held 
company  produced  just  SI 00  million 
in  revenues  last  year.  For  the  past  two 
years,  Klein's  operations  have  been 
losing  money. 

Industn-  sources  estimate  that  reve- 
nues in  the  v\  omen's  wear  di\isions  of 
Lauren,  Klein  and  Bill  Blass,  fashion's 
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Linda  Allard, 
design  chief 
at  Ellen  Tracy, 
working  with  fabric 
"^en  look 
fashion 
artistically  and 
aesthetically; 
women  look 
at  what  works." 


top  three  male-led  companies,  add  up 
to  some  $325  million  a  year.  The  top 
three  female  designers — Karan,  Al- 
lard and  Vittadini — do  some  $500 
million,  beating  the  men  easily. 

Throw  in  Liz  Claiborne  Inc.  and 
it's  no  longer  a  contest.  Since  Clai- 
borne retired  from  the  publicly  traded 
company  two  years  ago,  its  clothes  are 
now  created  by  teams  of  designers. 
Women  dominate  these  teams,  ac- 
cording to  Claiborne  Vice  Chairman 
Jay  Margolis. 

Claiborne  is  a  phenomenon. 
Wholesale  sportswear  revenues  to- 
taled $1.2  billion  last  year;  another 
billion  came  into  company  coffers 
from  menswear  and  fragrance  sales, 
hosiery,  clothing  for  large-size  worn 
en,  from  outlet  stores  and  other  retail 
operations. 

Claiborne  was  the  first  of  this  breed 
of  woman  designer  to  realize  that,  by 
designing  clothes  she  herself  appreci- 
ated, she  would  be  designing  clothes 
that   American    women    eveiywherc 
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would  like.  Liz  Claiborne  was  the  first 
designer  to  recognize  that  fashion  was 
no  longer  art,  as  it  had  been  earlier  in 
the  century;  fashion  had  instead  be- 
come a  part  of  life.  Liz  Claiborne,  the 
company,  so  dominates  the  women's 
apparel  business  today  that  its  mer- 
chandise accounts  for  an  estimated  5% 
to  10%  of  total  department  store  sales 
across  the  U.S. 

If  all  this  isn't  enough  to  give  the 
established  male  designers  pause, 
these  women  designers  arc  successful- 
ly invading  the  menswear  business. 
Liz  Claiborne  did  $125  million  in 
menswear  last  year,  up  65%  from 
1987.  Onl)'  last  year  Donna  Karan 
launched  a  line  of  men's  sportswear 
and  suits  that  is  knocking  'em  dead  on 
Seventh  Avenue — Warren  Reatt\- 
wore  a  Karan  tuxedo  to  the  Oscars  in 
Hollywood  last  month.  And  Nicole 
Miller  reports  that  sales  of  her  tux- 
edos, silk  boxer  shorts,  blazers  and 
pajamas  grew  50%  last  year. 

These  women  who  are  takinc,  tner 


Seventh  Avenue  came  up  the  hard 
way.  They  are,  all  of  them,  veterans  of 
the  apparel  business  who  began  their 
careers  at  the  bottom  amg  of  the 
ladder.  Linda  i\llard,  w  hose  designs  at 
Ellen  Tracy  will  bring  in  revenues  of  ^ 
more  than  S200  million  this  year, 
came  to  New  York  Cin  in  1962  on  a 
Greyhound  bus  with  a  degree  in  fine 
arts  and  S200  in  her  pocket.  "I 
tramped  around  Seventh  Avenue.  I 
was  so  naive  I  didn't  even  know  where 
to  go;  so  I  would  go  up  to  the  top 
tloor  of  a  building  and  work  my  way 
down."  lust  as  her  money  was  about 
tt>  run  out,  .\llard  w  as  hired  as  a  design 
assistant. 

Andrea  Joxinc,  a  30-ish  sportswear 
designer  whose  ctMiipany  will  do 
some  $50  million  in  smiles  this  year, 
recalls  her  first  job  on  Seventh  Ave- 
nue: picking  up  pins  at  Fonnfit  Rog- 
ers, a  lingerie  company.  In  the  jobs 
that  folUnved,  says  Io\-ine:  "I  learned 
e\ctTthing  not  to  do  with  my  own 
ci^mpanv.    The  companies  I  worked 
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AdrienneVittadini 
at  her  fall  1992 
fashion  show 
A  $200  million 
business  started 
just  13  years  ago 
with  $325,000. 


for  were  all  about  building  an  image 
and  nothing  about  giving  the  custom- 
er what  she  wanted." 

These  women  have  succeeded  pre- 
cisely because  they  are  women.  They 
use  their  own  sense  of  what's  missing 
from  their  wardrobes  to  identiti'  voids 
in  the  marketplace.  They  maintain 
they  have  a  big  advantage  over  men: 
By  wearing  the  clothes  themselves, 
thev   know    v\'hat   works   and   what 


doesn't.  Who  better  than  a  woman  to 
know  what  other  women  want  and 
need  in  clothing?  Linda  Allard  says: 
"The  clothes  that  I  feel  good  in  are 
usually  the  clothes  that  do  best  in  the 
collections."  And  since  these  design- 
ers are  not  5-foot-9  bone-thin  runway 
models,  their  clothes  work  for  women 
of  many  different  sizes. 

Andrea  Jovine  routinely  fits  a  gar- 
ment three  to  six  times  before  she's 
satisfied  with  it.  Jovine  says:  "Before  I 
put  my  clothes  in  my  collection,  I 
wear  them  to  see  how  they  react.  I  was 
working  on  a  new  waistband  on  a  pair 
of  pants — so  I  took  them  on  vacation 
for  a  week  to  see  how  they  would 
work." 

This  is  all  very  different  from  the 
days  when  male  designers  dictated  to 
their  clients  what  they  would  be  wear- 
ing next  season.  Gone  are  the  imperi- 
ous men  who  dressed  socialites  like 
Babe  Paley  and  Slim  Keith  for  languid 
lunches  at  La  Cote  Basque.  Lynn 
Manulis,  president  of  Martha  Inter- 


national, a  New  York  City  boutique 
that  specializes  in  uncovering  new 
design  talent,  says:  "Women  will  not 
be  dictated  to  today." 

What  this  means:  A  designer's  im- 
age is  no  longer  the  only  key  to 
success  in  fashion;  now  a  designer's 
clothes  must  wear  well,  last  from  year 
to  year  and  go  from  the  office  to  the 
opera  without  missing  a  beat.  Women 
designers  know  how  to  do  this  better 
than  men  largely  because  they  listen 
to  their  customers,  rather  than  dictate 
to  them. 

Nicole  Miller,  41,  who  appears  on 
this  issue's  cover,  is  ver\'  much  a  de- 
signer who  succeeded  by  filling  an 
unmet  consumer  need.  "I  wanted  to 
do  dresses  that  were  esthetically  beau- 
tiful, that  were  made  like  couture 
dresses  but -at  a  reasonable  price." 
Miller  and  her  partner.  Bud  Konheim, 
started  with  $220,000,  moved  into 
the  garment  district  on  June  1,  1982 
and  had  dresses  in  the  stores  by 
month's  end.  "Our  first  year  in  the 
business  we  made  $1.4  million,"  says 
Miller.  "The  business  is  run  very  fru- 
gally, we  didn't  have  any  assistants,  we 
had  only  two  sewers.  So  we  never  had 
to  go  outside  for  financing." 

Miller  still  runs  her  business  on  a 
shoestring.  It  is  a  ver\'  hot  propert)', 
worth  at  least  $40  million  and  grow- 
ing. Overhead  is  low;  the  last  time  the 
company  ran  an  ad  was  six  years  ago. 
But  the  customers  love  her  clothes — 
this  year  Miller's  business  should  gen- 
erate revenues  of  $36  million,  20% 
better  than  last.  Though  she  wouldn't 
reveal  profits.  Miller's  operating  prof- 
its are  probably  around  20%,  double 
what  the  industry  strives  for. 

In  her  store  on  Madison  Avenue, 
Miller  generates  sales  of  $2,000  per 
square  foot,  and  in  a  Mexico  Cit\' 
store,  $1,500  per  square  foot.  These 
are  staggering  numbers;  AnnTaylor,  a 
specialt)'  store  that  sells  a  variety'  of 
designers'  clothes,  does  $900  per 
square  foot.  Bendel,  Leslie  Wexner's 
lavish  new  boutique  that  sells  tony 
women's  clothing,  generates  an  esti- 
mated $450  per  square  foot. 

Although  Miller  was  initially  appre- 
ciated for  her  little  black  dresses,  she 
has  invaded  the  menswear  business 
with  wild  silk  neckties.  She  decorates 
her  ties  with,  among  other  things. 
New  York  Po.<rt  headlines,  Absolut 
vodka     bottles.     Checker    taxicabs. 
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Miriam  Ruzow  (right), 
of  Gottex  Industries 
What  it  means  to  be 
best-dressed 
on  the  beach. 


Oreos  and  Fritos.  "They're  all  about 
men,"  she  says.  "For  instance,  my 
vice  tie  was  very  popular — it  had  mon- 
ey, beer  and  chocolate  bars  all  over 
it."  Flach  Nicole  Miller  tie  is  a  limited 
edition,  which  adds  to  the  ties'  cachet. 
After  a  print  run  of  1 ,000,  the  screens 
are  destroyed.  Price:  $60. 

Miriam  Ruzow,  who  runs  Gottex, 
the  world's  largest  swimsuit  manufac- 
turer, says  she  saw  her  opportunity  in 
the  late  1960s:  "Bathing  suits  in 
America  were  boring;  there  were  no 
choices.  They  were  all  one  color,  one 
fabric."  Ruzow,  whose  parents 
owned  a  tiny  bathing  suit  business  in 
Israel,  moved  to  New  York  Cit)'  and 
began  using  exotic  fabrics  and  prints 
in  her  designs. 

In  the  late  1960s  Ruzow  was  the 
first  to  use  Lycra  in  her  swimsuits,  a 
fabric  that  was  f\r  superior  to  the 
elastic  commonly  used  then.  Over  the 
years  she  and  her  mother,  Leah  Goit 
iicb,  have  designed  s\\'imsuits  in  lace, 
denim,  metallic  fabrics,  even  velvet. 
Ruzow's  innovations  have  served  her 
company  well:  Ten  years  ago  Ciottex's 
sales  were  $20  million;  they  are  now 
$70  million  .\nd  include  men's  sw  im 
wear,  workout  clothes  for  women  and 
enormous  scarxes  that  double  as 
beach  cover  iips. 


Most  of  these  women  who  are  tak- 
ing over  Seventh  Avenue  are  more 
than  just  designers:  They  are  busi- 
nesswomen as  well.  Linda  Wachner, 
the  president  of  $600  million  lingerie 
and  sportswear  manufacturer  War- 
naco,  is  one  of  the  highest-profile 
women  in  American  business.  Leslie 
Fay  Cos.,  Inc.,  a  $900  million  outfit 
that  sells  sportswear  under  Albert  Ni- 
pon,  Leslie  Fay  and  Outlander  labels, 
is  run  by  the  husband-and-wife  team 
of  John  and  Laura  Pomerantz. 

Josephine  Chaus,  chairman  of 
$250  million  (estimated  1992  sales) 
Bernard  Chaus  Inc.,  keeps  a  much 
lower  profile  but  gets  great  praise  for 
her  work  in  turning  the  struggling 
company  around.  She  took  over  the 
publicly  traded  sportswear  concern  a 
year  or  so  ago  when  her  husband,  its 
founder,  died.  In  three  of  the  past 
four  years,  the  company  lost  money; 
but  for  the  six  months  ended  Dec.  3 1 , 
sales  fcse  almost  10%.  Net  income 
checked  in  at  $1  million;  the  year 
earlier  C'haus  had  lost  S4.1  million. 
The  company's  stock  has  risen  from  a 
low  of  around  2  last  July  to  alnu>si  8 
recently. 

Hungarian-born   Adrienne   \'itia 
dmi,  who.sc  company  generates  $170 
million  in  sales,  is  alwavs  takiim  the 


measure  of  her  customers.  VHttadini 
meets  regularh'  with  retailers,  and 
nine  staffers  work  in  the  field,  mer- 
chandising the  line  for  store  salespeo- 
ple and  polling  shoppers  on  their 
preferences.  "I  don't  want  compli- 
ments, I  want  negatives,"  says  Vitta- 
dini.  "I  focus  on  what  didn't  sell  and 
why."  For  instance,  when  a  lavender 
sweater  and  skirt  set  didn't  do  well  in 
the  stores,  \'ittadini  found  out  why. 
The  pastel  shade  didn't  work  with 
black,  na\T  or  beige,  colors  that  wom 
en  have  a  lot  of  in  their  w  ardrobes. 
Adding  to  the  problem,  the  custom- 
ers didn't  know  what  shoes  to  put 
with  the  outfit.  Now  \'ittadini  makes 
sure  her  colors  work  well  with  black. 

Women  are  not  making  it  big  on 
Seventh  A\  enue  because  government 
has  decreed  that  the  fashion  business 
must  practice  affirmatiN  e  action.  The\ 
are  making  it  on  their  own  with  no 
help  from  anything  but  their  own 
talent  and  drive.  They  arc  making  it 
because  they  know  how  to  create 
products  that  America's  indejxMi- 
dent  minded  working  women  want. 
As  Martha  Internationars  Lynn  Man- 
ulis  put  it:  '*\Ve  arc  emancipated.  Wc 
know  that  we've  arnved;  our  clothes 
have  to  reflect  it." 

Ihe  market  works.  WM 
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Invariably,  in  every  discussion  about  collections,  the  same  name  comes  up. 

Chuhh  insures  more  private  collections  than  any  other  insurer  for  an  assortment  of  gixxl  reasons. 
Chubh  has  the  expertise  to  understand  the  uniqueness  of  each  collection,  as  well  as  the  capability  to 
cover  its  value  adequately.  Not  only  can  Chuhh  shape  a  policy  as  distinctive  as  each  collection,  hut 
;  C^huhh's  hi<,'hly  trained  experts  work  with  collectt^rs  to  reduce  the  chance  of  losses  occurring.  Should 
I  there  ever  he  a  claim,  (^huhh  is  renowned  for  its  responsive  service.  Which  makes  Chuhh  a  name  worthy 
I  of  any  ci^llection.  Ask  your  aj^'cnt  or  broker  abcuit  C^hubb,  or  call  1-800-36  CHUBB. 


Insure  your  world  w  ith  Chubb 
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With  their  purchase  of  Dai-Tile  at  the  very  peak  of  its 
market,  some  smart  investors  are  looking  pretty  dumb. 


Buying  at 
the  top 


By  Marcia  Berss 

You  WOULDN'T  THINK  that  AEA  Inves- 
tors, a  by- invitation -only  investment 
club,  could  lose,  what  with  members 
who  include  ex-General  Motors  boss 
Roger  Smith  and  other  chief  execu- 
tive retirees  like  John  Whitehead,  for- 
mer cohead  of  Goldman,  Sachs, 
Frank  Gary  of  IBM,  Walter  Wriston  of 
Citicorp,  Reginald  Jones  of  General 
Electric,  Henry  Kissinger  and  Drew 
Lewis,  current  head  of  Union  Pacific. 
In  January  1990  the  group  con- 
summated its  biggest  acquisition, 
paying  $650  million — most  of  it  bor- 
rowed— for  privately  held  Dai-Tile, 
the  nation's  largest  ceramic  tile  mak- 


er. The  deal  put  Dai-Tile's  owner, 
Robert  Brittingham,  on  The  Forbes 
Four  Hundred. 

AEA  paid  a  rich  price,  about  four 
times  book  value  for  Dai-Tile  and 
nearly  two  times  the  tilemaker's  $337 
million  in  revenues.  Dai-Tile's  key 
business  is  producing  tiles  to  line 
commercial  office  and  hotel  lobbies, 
bathrooms  and  kitchens.  With  com- 
mercial construction  about  to  plunge 
in  1990,  this  business  was  headed  for 
the  tank. 

As  construction  markets  slumped, 
Dai-Tile's  operating  margins  slipped 
to  14.3%,  from  about  20%.  The  com- 


pany's 1991  operating  earnings  were 
around  $51  million,  and,  with  capital 
oudays,  cash  flow  is  only  barely  ade- 
quate to  cover  the  approximately  S43 
million  of  interest  AtA  pays  on  debt 
incurred  to  buy  the  company. 

It  looks  for  now  like  some  smart 
executives  made  a  mistake  only  ama 
teurs  are  supposed  to  make:  buying  at 
the  top. 

Billy  Ray  Cox,  an  accountant  who 
used  to  work  for  Bob  Brittingham, 
runs  Dai-Tile  for  its  new  owners.  He 
explains  that  AEA  was  willing  to  pay  a 
fancy  price  because  of  the  prospects 
for  growth.  Tile  consumption  in  the 
U.S.  is  only  about  20%  the  level  that  it 
is  in  Europe.  "It's  a  baby  market," 
says  Cox. 

And  the  U.S.  products  show  it. 
About  half  the  tiles  used  in  U.S. 
building  comt  fi-om  abroad,  mosdy 
Italy,  where  designs  and  product 
quality  are  far  superior  to  what  Dal- 
Tile  currendy  produces.  Dai-Tile's 
new  owners  are  spending  around  S20 
million  to  modernize  and  build  new 
tile  plants.  But  they  face  tough  com- 
petition ft-om  S3. 5  billion  (sales) 
Siam  Cement,  based  in  Bangkok, 
Thailand.  In  May  Siam  opens  a  S60 
million  tile  plant  in  Tennessee,  using 
advanced  Italian  technol- 
og\',  to  make  European - 
style  tiles.  To  offset  the 
drop  in  its  commercial 
markets,  Dai-Tile  is  spend 
ing  heavily  to  bolster  its 
residential  business,  adding 
30%  more  sales  outlets  at  a 
cost  of  about  $13  million. 
\¥A  is  hoping  for  early 
passage  of  the  pri>posed 
ft-ee-trade  agreement  be- 
tween the  U.S.  and  Mexi- 
co, where  Dal  Tile  pro- 
duces about  one -fourth  of 
its  tiles.  That  w  ould  end  the 
19%  import  dut>  on  Mexi- 
can tiles,  saving  the  compa- 
nv  about  S 1 0  million  a  year. 
But  approval  in  this  elec- 
tion year  is  unlikely. 

So  there  sits  ak.\,  w  airing 
for  a  pickup  in  construc- 
tion, for  a  free  trade  pact 
and  tor  Amencans  to  start 
using  more  tile.  And  there 
is  one  Dallas  businessman 
who  smiled  all  the  way  to 
the  bank.  ^ 
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UP  &  COMERS 


EDITED  DY  FLEMING  MEEKS 


LoJack  claims  it  can  increase  the  odds 
from  65%  to  95%  that  you'll  get  a 
stolen  car  back  fast.  So  why  is  LoJack 
losing  so  much  money? 

A  car  thief's 
nemesis 


By  Norm  Alster 

Seeing  empty  space  where  you  last 
parked  your  car  is  a  familiarly  nauseat- 
ing experience  for  many  Americans. 
In  1990  a  record  1 .6  million  cars  were 
stolen  in  the  U.S. 

Will  you  ever  get  your  car  back? 
Maybe.  Statistics  show  that  65%  of 
stolen  cars  are  recovered — often, 
however,  with  significant  damage. 

But  if  you  live  in  one  of  the  major 
population  areas  served  by  LoJack 
Corp.  and  paid  $595  to  install  a  Lo- 
Jack electronic  tracking  system,  the 
odds  improve  to  95%  you'll  get  your 
car  back,  often  within  hours  and  topi- 
cally with  litde  damage.  Police  praise 
the  system,  and  insurers  offer  rebates 
on  Lojack-equipped  cars. 

Boston  was  once  the  U.S.'  stolen- 
car  capital  (more  recendy  Newark, 
N.J.  has  the  honor).  But  auto  thefts  are 
down  more  than  25% since  1987.  Only 
a  small  fraction  of  Boston's  cars  have 
the  equipment,  but,  says  Lieutenant 
Richard  Rand  of  Massachusetts'  Auto 
Theft  Strike  Force,  thieves  can't  tell 
which  cars  will  trigger  the  electronic 
dragnet.  So  they  do  less  stealing. 

Based  in  Needham,  Mass.,  LoJack 
Corp.  now  sells  systems  in  six  major 
population  centers:  Los  Angeles,  Chi- 
cago, New  Jersey,  Michigan,  Massa- 
chusetts and  southern  Florida. 

Must  be  a  very  profitable  little  com- 
pany. Not  yet  it  isn't,  even  though 
LoJack's  revenues  rose  nearly  27%  last 
year,  to  $17.5  million.  LoJack  lost 
$4.6  million  in  that  same  period. 
Since  1987  the  company  has  lost 
nearly  $  19  million  on  cumulative  sales 
of  just  $42  million.  A  hot  stock  as 
recently  as    1990,   LoJack's  market 
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value  has  shrunk  from  SI 00  million  to 
less  than  one -third  that. 

Why  can't  a  company  that  has  a 
unique  and  effective  solution  to  a 
major  problem  make  a  buck.' 

C.  Michael  Daley  has  been  trying  to 
find  the  answer  since  he  stepped  in  as 
chief  executive  in  1986,  succeeding 
founder  William  Reagan.  Daley  was 
an  early  investor  who  sat  on  LoJack's 
board  and  figured  he'd  set  things 
straight  in  six  months  and  go  back  to 
his  nursing  home  business.  But  his 
nursing  homes  have  since  been  sold, 
and  LoJack  is  still  bleeding  money. 

What's  the  problem?  The  company 
has  not  yet  built  a  large  enough  in- 
stalled base  to  cover  its  hea\y  capital 
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rd  marketing  expenses. 

So,  what's  a  Lojack?  It's  a  transmit- 

r-receiver  that  can  be  hidden  in  any 

f  50  secret  locations  in  your  car. 

Vhen  you  report  your  car  stolen, 

olice  use  local  radio  towers  to  send  a 

igh-frequency  signal  that  activates 

fie  transmitter  in  the  stolen  vehicle 

the  Federal  Communications  Com- 

nission  has  allocated  173.075  mega- 

lertz  for  vehicle  recover)'  systems).  In 

X)S  Angeles,  for  example,  nearly  450 

olice  cruisers  are  equipped  with  spe- 

ial  tracking  devices  that  can  then 

lome  in  on  the  signal. 

With  a  retail  price  of  $595,  a  Lojack 
levice  returns  a  nice  profit  to  the 
Manufacturer,  but  there's  a  catch.  To 


get  the  cooperation  of  a  police  depart- 
ment Lojack  must  donate  the  track- 
ing units,  which  normally  sell  for 
about  $1,750  apiece.  The  bill  in  Los 
Angeles  for  those  450  cruisers  ap- 
proached $1  million.  And  Lojack 
must  also  install  and  service  the  police 
units,  and  then  spend  heavily  on  ad- 
vertising to  get  customers.  As  much  as 
25  cents  of  every  revenue  dollar  went 
into  ads  in  one  recent  year. 

Lojack's  strategy  from  the  start  has 
been  to  lock  up  deals  with  law  en- 
forcement in  the  ten  U.S.  car-theft 
capitals.  "Our  mission  has  been  to  get 
into  a  number  of  states  quickly,  get  a 
foothold,"  says  Daley,  who  has 
signed  contracts,  typically  for  five 
years.  Daley  is  well  aware 
that  other  systems  can 
also  use  the  FCC-man- 
dated  ft-equenc)',  and 
that  when  current  con- 
tracts expire  Lojack  will 
face  more  competition. 
Here's  another  prob- 
lem: If  someone  filches  a 
car  in,  say,  Newark, 
where  police  cars  are 
equipped  with  Lojack 
trackers,  and  then  makes 
a  beeline  for  a  chop  shop 
in  Manhattan  (where 
they're  not),  who's  go- 
ing to  track  and  appre- 
hend the  stolen  car? 
Newark  cops,  of  course, 
have  no  jurisdiction  in 
Manhattan.  To  be  effec- 
tive, Lojack  must  cover  a 
wide  geographical  area, 
as  it  does  in  Los  Angeles 

LoJack's 
chief  executive, 
C.  Michael  Daley 
Tracking  down 
car  thieves  is 
a  lot  easier  than 
making  nKMtey. 
The  problem: 
not  enough 
installed  base 
to  cover  heavy 
expenses. 


County  and  eastern  Massachusetts. 

Why  is  Lojack  in  New  Jersey  but 
not  in  New  York  City,  or  for  that 
matter  Pennsylvania  and  Cormecti- 
cut?  "Bureaucrao',"  grumbles  Daley, 
noting  that  Lojack's  applications  in 
these  areas  have  been  slowed  by 
snail's-pace  approval  processes,  along 
with  disruptive  changes  in  police  and 
political  administrations. 

In  April  of  1991,  with  losses  con- 
tinuing, Lojack  was  informed  that  it 
no  longer  met  Nasdaq's  modest  fi- 
nancial requirements.  Daley  talked 
Nasdaq  officials  out  of  the  delisting, 
but  Lojack  was  required  to  carr\'  a 
"c"  after  its  stock  symbol,  to  indicate 
noncompliance.  Says  Chief  Financial 
Officer  Joseph  Abely,  "Once  you  get 
the  'c,'  the  perception  is  that  you're 
going  under." 

That  left  Lojack  between  a  rock 
and  a  hard  place.  It  was  running  out  of 
money  but  could  not  easily  sell  equit>' 
with  a  "c"  designation.  Daley  and 
Abely  purchased  some  extra  time  by 
persuading  holders  of  convertible  de- 
bentures to  swap  their  bonds  for  a 
convertible  preferred  that  would  not 
pay  a  dividend  until  the  company 
could  afford  it.  That  will  save  SI. 2 
million  a  year  in  cash  interest  pay- 
ments. Having  converted  debt  to  eq- 
uitv',  the  bondholders  now  own  24% 
of  the  company.  The  swap  succeeded 
because  Michael  Hoben,  president  of 
Benefit  Capital  Management  Corp., 
an  investment  company  with  $10  mil- 
lion of  the  bonds,  went  along. 

Abely  muses  that  if  Lojack  could 
install  its  system  in  just  10%  of  all  new- 
cars  sold  in  the  auto-theft  capitals, 
annual  revenues  would  be  over  S200 
million  and  profits  would  roll  in.  In  its 
home  base  of  Massachusetts,  where 
things  are  going  well,  Lojack  earned 
roughly  $2  million,  pretax,  on  $6.8 
million  in  sales  last  year. 

Daley  says  he  exp>ects  Lojack  to 
turn  a  slim  profit  in  its  fiscal  1994 
year,  which  ends  Feb.  28,  1994.  That 
gives  him  just  two  years  to  get  that 
installed  base  way  up.  Note,  too,  that 
because  Lojack  capitalizes  the  track- 
ing computers  it  donates  to  police 
dcpanments,  depreciating  them  over 
five  years,  it  faces  high  depreciation 
costs  for  the  foreseeable  future. 
Meanwhile,  Daley's  praving  for  a 
pickup  in  new  car  sales — and  lots  of 
publicitv'  about  car  thefts.  WM 
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IN  OVER  30  YEARS  AS  A 
PROFESSIONAL  GOLFER, 
Chi  Chi  Rodriguez  has  won 
many  titles. 

But  in  Clearwater,  Florida  there  are 
500  kids  who  have  given  the  champion 
golfer  a  title  which  he  cherishes  more 
than  any  other. 

To  them  he  is  simply  "Uncle  Chi  Chi." 

"These  kids  and  1  have  a  lot  in 
common,"  says  the  leading  Senior  Golf 
Tour  winner,  "We've  all  spent  a  lot  of 
time  in  the  rough." 

For  the  last  12  years,  keeping  kids 
out  of  the  rough  has  been  the  mission 
of  a  dedicated  group  of  people  who 
together  make  up  the  Chi  Chi  Rodriguez 
Youth  Foundation. 

A  foundation  which  has  grown  to 
become  a  model  for  child  welfare 
organizations  across  the  country. 

Bill  Hayes,  President  and  Co-founder, 
explains.  "Most  of  our  kids  have  had  it 
pretty  tough.  They've  had  troubles  at 
home  or  at  school.  Or  they  may  have  just 
started  mixing  with  the  wrong  crowds." 

"What  we  aim  to  do  is  get  these  kids 
before  they  get  into  real  trouble.  To 
show  them  real  alternatives  to  crime, 
drugs  and  life  on  the  streets. 

"Having  Chi  Chi  as  an  uncle  provides 
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them  with  a  perfect  role  model. 
He's  living  proof  that  no  matter 
how  hard  your  background  has 
been,  you  can  always  rise  above  it; 
that  in  life,  unlike  golf,  no  obstacle 
is  immovable." 

Since  1986  Toyota  has  been  one 
of  the  major  supporters  of  the  Chi 
Chi  Rodriguez  Youth  Foundation. 
Providing  money  to  keep  the  pro- 
gram on  its  feet,  and  vehicles  to 
keep  the  volunteers  off  theirs. 

The^  Foundation  is  just  one  of 
the  hundreds  of  contributions 
Toyota  is  proud  to  make  every 
year.  And  one  that  already  seems  to 
be  paying  ofT. 


"Chi  Chi  kids  are  graduating 
from  college,"  states  Bill.  "They're 
getting  jobs.  We've  even  a  couple  of 
budding  golf  pros  in  our  midst." 

We  asked  the  proud  "Uncle"  if 
there  was  any  secret  formula 
for  the  foundation's  remarkable 
success  story. 

Chi  Chi  thinks  for  a  minute, 
then  leans  forward  to  tell  a  story. 

"When  I  was  a  young  boy  in 
Puerto  Rico,  we  had  a  little  field 
which  was  overgrown  with  thick 
bamboo  trees.  My  father  wanted 
to  plant  corn,  but  clearing  the 
bamboo  would  have  taken  weeks. 
Time  he  couldn't  afford  to  take 


off  his  job. 

"So  every  night  when  he  came 
home  from  work  he  would  cut 
down  o'niy  one  single  piece  of 
bamboo  at  a  time. 

"The  very  next  spring,  there  was 
corn  on  the  Rodriguez  table." 

Chi  Chi  looks  up  just  in  time  to 
see  a  ten-year-old  girl  sink  a 
perfect  putt. 

"That's  the  only  secret  of  our 
success.  If  you  really  want  some- 
thing and  you're  prepared  to  work 
hard  for  it,  then  little  by  little,  one 
by  one,  miracles  will  happen." 

TOYOTA 

INVESTINC.  IN  THE  INDIVIDUAL 
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Daniel  Harrell  had  a  steady  job  at  a  Nashville  bank. 
A  telephone  call  from  his  mother-in-law 
put  him  into  the  music  business. 

Religious 
convemon 


By  Lisa  Gubemick 

In  1978  Daniel  Harrell,  then  29,  was 
quietly  working  as  a  lending  officer  in 
a  Nashville  bank  when  his  mother-in- 
law  called.  A  talent  booking  agency 
had  offered  a  concert  tour  to  his  wife's 
younger  sister,  a  teenage  Christian 
gospel  singer.  Amy  Grant.  Grant 
needed  someone  to  handle  the  nego- 
tiations. Would  Harrell  do  it? 


Two  years  later  Amy  Grant  had  cut 
a  couple  of  albums  for  Word  Records, 
the  leading  Christian  record  compa- 
ny, and  was  bringing  in  around 
$50,000  a  year.  Not  a  fortune,  but  she 
needed  a  full-time  manager.  After  sev- 
eral interviews,  Harrell  found  the 
right  man  for  the  job:  himself 

"I  went  to  the  family  and  said,  'I 


Reunion  Records  star  Mictwel  VV,  :)inilti  UuiegruuncJ),  KeunKui  execuuves 
Michael  Blanton,  Terry  Hemmings,  Dan  Harrell  (left  to  right) 
"We  are  people  who  go  to  church." 


think  I  can  make  this  a  business,' " 
Harrell  recalls.  "They  were  scared  to 
death.  I  was  giving  up  a  good  job  at 
the  bank."  He  soon  took  on  a  partner, 
Michael  Blanton,  who  had  handled 
Amy's  record  production  at  Word 
Records. 

What  spurred  Harrell  and  Blanton 
to  take  the  leap  was  their  conviction 
that  Harrell's  sister-in-law  had  broad- 
er appeal  than  just  Christian  music 
audiences.  And  weren't  there  very 
likely  other  singers  like  her  whose 
appeal  could  be  widened.^ 

"We  are  people  who  go  to 
church,"  says  Harrell,  now  43.  "But 
we  also  listened  to  the  Beach  Boys  and 
the  Doobie  Brothers.  We  figured 
there  had  to  be  a  market  for  good 
music  with  the  right  message." 

He  started  on  a  shoestring — a  litde 
income  from  Amy  Grant,  and  small 
loans  fi-om  Harrell's  old  employer. 
First  Tennessee  Bank.  Harrell  and 
Blanton  then  sought  out  other  reli- 
gious acts  with  secular  possibilities. 
They  discovered  New  Yorker  Kathy 
Troccoli,  a  sensual  singer  of  torchy 
religious  ballads,  at  the  Jesus  '80  Fes- 
tival on  Long  Island,  M'here  she  was 
celebrating  being  bom  again  in  songs 
such  as  "Holy,  Holy,  Holy."  Another 
act,  Michael  W.  Smith,  a  hard-dri\ing 
West  Virginia  rocker,  started  out  as  a 
songwriter  for  Amy  Grant,  then  broke 
out  as  a  solo  act  with  "Great  is  the 
Lord"  and  "Hosanna." 

The  Christian  record  labels  liked 
Amy  Grant,  but  they  weren't  interest- 
ed in  signing  Harrell  and  Blanton's 
new  talent.  "They  thought  Kathy  was 
too  sexy  and  that  Michael  couldn't 
sing,"  recalls  Harrell.  So,  out  of  ne- 
cessity, Blanton  and  Harrell  started 
their  own  record  label.  Reunion  Rec 
ords,  and  began  prtxiucing  albums  on 
the  cheap.  Michael  W.  Smith's  first 
record,  TJu-  Michael  W.  Smith  Project, 
was  made  for  just  $11,000;  Kathy 
Troccoli's  first  album,  Stuhlwm  Love, 
was  made  for  $40,000.  (At  the  rime, 
the  average  pop  album  cost  at  least 
$250,000  to  prcxluce,  about  30%  of 
what  it  generally  costs  tixlay.) 

For  distribution,  Blanton  talked  his 
old  boss  at  Word  Records  into  distrib- 
uting Reunion's  pnxiucts.  Word  Rec- 
ords sells  almost  exclusively  through  a 
network  o(  some  4,S00  C^hristian 
bot^kstores.  Retail  sales  of  Christian 
music  last  vcar  were  around  $250 
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The  prognosis  of  a  computer  power 
failure  is  enough  to  sicken  any  medical 
professional.  Thats  precisely  why  the 
outlook  has  never  been  better  for 
selling  Exide  Electronics  Powerware* 
to  back  up  Health  Care  computer 
systems. 

While  the  Powerware  system 
immunizes  hospital  computer  systems 
against  threatening  surges  and  sags,  it 
protects  you  from  the  excessive  support 
costs  these  maladies  can  bring.  And 
only  Powerware  provides  on-line 
continuous  power  to  computer  sy.stems 
ranging  from  the  smallest  P(^  to  the 
world's  largest  mainframes. 

Best  of  all  the  easily  installed, 
fully  upgradable  and  cost-effective 
Powerware  System  keeps  consumer 
.satisfaction  at  a  truK  hearty  level.  Not 
to  mention  the  nice  shot  in  the  arm  it'll 
put  in  your  profit  margins. 

So  call  the  worlds  foremost  power 
experts  at  l-800-SS4-34^H  to  find  out 
more  about  Kxide  Electronics  Systems, 
or  fax  us  toll  free  at  l-8CK)-7S-EXinE. 
Becau.se  a  healthy  computer  system 
makes  for  healthy  profits. 
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million,  about  3%  of  overall  record 
industry  sales. 

But  Amy  Grant  was  catching  on 
with  a  broader  audience.  Her  sixth 
album  sold  over  a  million  copies,  and 
mainstream  record  stores  were  bad- 
gering Word  Records  for  more. 

How  to  broaden  distribution  for 
Grant  and  the  other  artists?  In  1985 
the  partners  pressured  Word  to  sign  a 
codistribution  deal  with  a  secular 
firm.  Herb  Alpert's  a&m  Records. 
"a&m  didn't  understand  the  music," 
says  Harrell,  "but  Amy's  album  had 
gone  platinum,  and  anytime  someone 
sells  platinum  everyone  wants  a  piece 
ofit." 

But  A&M  was  less  enthusiastic  about 
Blanton  and  Harrell's  other  acts.  "We 
couldn't  get  a&m  to  care  about  any- 
thing except  Amy,"  says  Harrell. 

Finally,  in  Januar\'  1991,  Reunion 
signed  a  distribution  deal  with  the 
hottest  rock  label  in  the  business, 
Matsushita  Electric  Industrial  Co.'s 
Geffen  Records.  Geffen  President  Ed- 
ward Rosenblatt's  instincts  were  on 
the  money.  With  Geffen's  promotion 
budget  and  tight  relations  with  record 
stores  behind  it,  Michael  W.  Smith's 
latest  album.  Go  West  Toun0  Man, 
sold  almost  900,000  units. 

Despite  their  success,  Harrell  and 
Blanton  have  not  forgotten  their 
Christian  roots.  Reunion  Records 
President  Tern'  Hemmings  is  market- 
ing Kathy  Troccoli's  Pure  Attraction, 
released  in  October  1991,  with  two 
separate  press  kits,  one  for  the  secular 
market  and  another  for  the  traditional 
Christian  market.  The  Geffen  materi- 
al describes  Troccoli  as  a  hot  new 
"soul  pop"  singer.  The  press  kit  for 
the  Christian  bookstores  talks  about 
how  important  it  is  for  her  to  "stay 
within  the  sovereign  will  of  God." 
Call  the  secular  sales  diversification. 

Whatever  you  call  it,  the  dual-mar- 
keting concept  seems  to  be  working. 
Reunion  and  the  affiliated  Blanton/ 
Harrell  companies  had  revenues  of 
over  $12  million  last  year.  Pure  At- 
traction has  already  sold  over 
150,000  units  and  recently  climbed 
to  number  18  on  Rillbonrd\  pop 
charts.  If  popular  music  continues  to 
move  away  from  the  hea\y  metal  and 
rap  sounds  toward  a  more  romantic 
and  lyrical  country'  music  sound 
(FoRBKS,  Mar.  2),  Harrell  and  Blan 
ton  could  be  on  to  a  good  thing.   Hi 
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At  72  Ely  Callaway  is  on  his  third  career, 
and  this  one  is  no  mere  hobby,  either. 

Big  Bertha's 
sweet  spot 


By  Richard  Phalon 

Seventy-two-year-old  Ely  Callawa)' 
is  the  irrepressible  founder,  chairman 
and  chief  executive  of  Carlsbad,  Cal- 
if's Callaway  Golf  Co.  He  is  also  the 
company's  director  of  public  rela- 
tions. Listen  to  him  public-relate: 

"This  is  the  storv^  of  an  American 
entrepreneur  and  this  little  company 
going  into  an  industn'  filled  with  old 
established  brand  names;  an  industn,' 
not  noted  for  growth  or  profitabilit}'. 
I  mean,  it's  not  biogenetic  engineer- 
ing. But  look  at  the  numbers.  We're 


increasing  employment,  we're  in- 
creasing our  share  of  market,  and 
we're  taking  substantial  money  out  of 
Japan — we're  exporting." 

Hype,  yes,  but  factual  h\pe.  At  an 
age  when  many  of  his  contemporaries 
are  content  to  clip  coupons  and 
stretch  out  their  Caribbean  winters, 
Callaway  has  retired  to  yet  another 
career.  His  first  culminated  in  his 
rising  to  the  post  of  president  at  giant 
Burlington  Industries.  Passed  over  for 
the  chief  executive  slot,  Callaway  quit 
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Ely  Callaway  and  friends 

"We  got  a  lot  of  feminist  reaction  at  first." 
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Incredibly  Credit  Suisse. 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 

We're  a  recognized  leader  in  the  world's  financial  nnarkets,  combining 

vast  resources  with  the  discreet,  reliable  and  committed  service 

that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  highly 

rated  financial  strength  be  your  passport  to  stronger  global  finance. 


CREDIT  SUISSE 
OS 


Atlanta  •  Chicago  •  Houston  •  Los  Angeles  ■  Miami  ■  New  York  ■  San  Francisco 


Vkfw  to  shop  fi« 


1.  Look  at  the 
overall  performance. 

You  buy  a  business  jet  to  save  time.  But  a  fast  cruise 
speed  isn't  the  only  way  to  cut  travel  time.  Also 
compare  climb  rates  and  cruise  altitudes.  Jets  that 
climb  quicker  to  higher  altitudes  often  get  the 
quickest  takeoff  clearance  —  which  can  save  long 
waits  on  the  ramp. 

Some  jets  also  can  operate  safely,  and  without  noise 
restrictions,  in  and  out  of  smaller  airports  v^th  short 
runways.  This  can  often  get  you  much  closer  to  your 
destination  and  save  even  more  travel  time.  While 
sparing  you  the  hassle  of  busy  metropolitan  airports. 

2.  Look  at  the 
operating  cost. 

Fuel  usage  is  clearly  a  major  portion  of  the  total 
operating  cost.  So  be  sure  to  carefully  evaluate  the  fuel 
efficiency  of  each  business  jet. 

But  there  can  also  be  significant  differences  in  the 
cost  of  maintenance,  because  jets  with  complex 
systems  are  more  cosdy  to  maintain.  Simpler  is  better. 
Some  jets  even  cost  less  to  maintain  than  turboprops. 

3.  Look  at  the  reliability. 

Like  most  of  us,  business  jet  manufacturers  don't 
like  to  spend  unnecessary  money  And  the  cost 
for  warranted  repairs  comes  right  out  of  the 
manufacturer's  pocket. 

So  the  length  of  the  manufacturer's  warranty  is  a 
pretty  good  indicator  of  the  aircraft's  history  of 
reliability,  and  of  the  quality  of  the  product. 

4.  Look  at  the 
support  network. 

Ask  about  the  number  of  service  facilities.  Ask  if 
they  include  dedicated,  company-owned  facilities 
located  strategically  across  the  country  for  your 
convenience.  Is  service  readily  available  worldwide? 
Most  importantly  ask  for  a  list  of  current  customers 
for  you  to  contact.  And  be  sure  to  call  them. 


5.  Look  at  the  safety  feature 
and  safety  record. 

While  all  business  jets  have  a  good  safety  rec  i, 
some  are  simply  outstanding.  Check  the  recorc  id 
look  for  important  safety  considerations,  such , 
cockpit  visibility  landing  speeds,  and  handling  <  iiac- 
teristics.  Single-pilot  certification  by  the  FAA  is  >o  i 
excellent  indication  of  operational  ease  and  safe       I  J^F 

6.  Look  at  the  technology. 

New  technology  has  made  some  of  today's  b  ne 
jets  safer,  faster,  more  reliable,  and  less  expensi\  j 
operate.  But  others  still  employ  airfoils  and  aerc  lai 
ideas  developed  before  8-track  tapes  were  inve:  d 
Ask  for  dates  and  details  on  aircraft  technology 

7.  Look  at  the  cabin  comfor. 

Make  sure  a  person  seated  in  the  back  has  the  ime 
head  and  shoulder  room  as  someone  seated  in  t  >nL . 
Some  aircraft  taper  inward  at  the  back  of  the  a  n. 

The  best  way  to  evaluate  any  business  jet  is  ^  i 
typical  business  trip.  During  the  flight,  pay  atte:  on 
to  the  noise  level.  See  whether  you  could  cond   an 
in-flight  business  meeting  comfortably 

8.  Look  at  the  luggage  space 

Like  a  car  with  a  tiny  trunk,  a  business  jet  wi 
insufficient  baggage  space  severely  limits  your 
flexibility  and  comfort. 

Cubic  footage  tells  part  of  the  stor)-.  But  the 
number  can  be  misleading  if  the  space  is  an  od.  lape 
Look  for  a  large  compartment  that's  the  same  s  ^as 
your  luggage  —  rectangular.  And  make  sure  ba  :an 
be  loaded  from  outside,  and  don't  have  to  be  d-  evl 
through  the  cabin. 

9.  Look  at  the  resale  value. 

Generally  the  aircraft  models  with  the  large 
worldwide  fleets  have  the  highest  resale  values 
fleet  ensures  the  availabilit)-  of  parts  and  servic  the 
ftiture,  eliminating  fears  of  bu\ing  a  jet  that  m;v 
become  obsolete.  An  airaaft  with  a  high  residi 
value  means  lower  cost  to  vou. 
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business  jet 

10.  Look  at  the  models  everybody  else  is  buying. 


Look  at  the  Cessna  Citations.  More  than  one  of 
every  two  light  and  medium  jets  delivered  in  1991 
were  Citations.  The  reason  is  simple. 

Businesses  all  over  the  world  compared  business 
jets  for  performance,  cost  of  operation,  reliability, 
safety,  cabin  comfort,  and  all  the  rest.  And  nearly 
60  percent  of  them  bought  Citations. 


We  invite  you  to  do  your  own  comparisoa  We're 
confident  that  you  will  arrive  at  the  same  conclusion: 
Citation  business  jets  make  the  best  business  sense. 

For  more  information,  write  to  Roy  H.  Norris, 
Senior  Vice  President  of  Marketing;  Cessna  Airaaft 
Company;  P.O.  Box  7706;  Wichita,  KS  67277. 
Orcalll-800-4-CESSNA. 


tationJet 


The  Sensible  Citations 
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Alkxtron  Compwiy 
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in  1973  and  went  into  business  on  his 
own.  He  started  a  California  vineyard 
that  produced  a  pleasing  line  of  dr\' 
white  wines.  Callaway  put  a  lot  of 
personal  effort  into  diflferentiating  his 
label,  buttonholing  old  pals  and 
knocking  on  the  doors  of  tony  restau- 
rants like  New  York's  Four  Seasons. 
Thanks  to  this  smart  promotion,  he 
built  sales  spectacularly  (Forbes,  May 
7,  1984)  before  selling  out  for  $14 
million  to  Hiram  Walker  in  1983. 

Callaway,  then  64,  quickly  em- 
barked on  his  third  career.  Callaway 
Golf  was  a  httle  business  he'd  started 
as  a  purveyor  of  classic  hickory- stick 
putters  and  wedges.  It  didn't  stay 
litde  long. 

Talking  in  the  good-ol'- 
boy  accent  of  his  nadve 
Georgia,  Callaway  makes 
his  strateg)'  sound  bour- 
bon-sipping simple.  "De- 
velop a  product  that's 
pleasing  and  dernonstrably 
different  and  then  mer- 
chandise the  hell  out  of  it." 

Callaway,  who  won  his 
first  golf  tournament  in  his 
teens,  is  a  niche  player. 
Four  years  ago  he  came  up 
with  a  new  premium-priced 
design  that  eliminated 
much  of  the  neck  of  his 
clubs  and  extended  the 
shaft  through  the  club- 
head.  Gear-happy  hackers, 
ever  searching  for  the  mag- 
ic wand,  responded  in 
droves  to  the  thought  that 
heavier-weighted  club- 
heads  with  a  lower  center  of  ^^^H 
gravity  were  just  what  the 
handicapper  ordered. 

Appropriately,  an  apple-cnmching 
cartoon  of  the  great  physicist  himself. 
Sir  Isaac  Newton,  is  a  fixture  of 
Callaway  advertising.  With  old  Sir 
Isaac's  help,  the  companv's  sales  dou 
bled  in  1989,  to  $10.4  million.  They 
doubled  again  in  1990,  and  last  year 
clicked  like  an  eagle  on  a  long  par  five: 
up  150%,  to  $54.7  million,  with  a  loft 
that  carried  earnings  from  $1.8  mil 
lion  to  $6.4  million  (95  cents  a  share). 

Last  year's  masterstroke:  C'allaway 
added  yet  another  differentiated  club 
to  the  line  in  the  shape  of  an  oversi/.e 
driver  named  Big  Bertha  and  five 
companion  fainvay  metal  woods.  The 
selling  point  is  the  atided  distance  and 


control  delivered  by  the  bigger 
"sweet  spot"  of  Big  Bertha's  club 
face.  "Sales  are  phenomenal,"  says 
Edwin  Watts,  whose  Fort  Walton 
Beach,  Fla. -based  company  runs  a 
chain  of  30  retail  golf  shops.  "The  Big 
Bertha  is  a  huge  success,  and  it's  not  a 
flash  in  the  pan.  It  really  works." 

The  concept  of  a  bigger  strike  area 
designed  to  compensate  for  mis- hits  is 
nothing  new.  Howard  Head's  over- 
size rackets,  after  all,  brought  a  new 
look  to  tennis  more  than  a  decade 
ago,  and  Japanese  producer  Yonex 
has  been  marketing  a  big  graphite 
driver  for  some  time  now. 

What  Ely  Callaway's  design  staff 


Club  assembly  line 

Newton  was  cheaper  than  Einstein. 


succeeded  in  pulling  off  was  the  diffi- 
cult technical  task  of  engineering  the 
big  sweet  spot  into  more  durable, 
longer-hitting  stainless  steel. 

It  is  not  by  accident,  then,  that 
Callaway's  top  artificers  (Richard 
Helmstetter  and  Glenn  Schmidt)  are 
tvvo  of  his  best  paid  executives,  or  that 
they  were  given  a  good  dollop  of 
option*  when  Callaway  tcx)k  the  com- 
pany public  at  $20  a  share — about  20 
times  earnings — three  months  ago. 
The  boss'  own  12%  stake  in  the  com 
panv  is  worth  about  $25  million. 

C'allaway  himself  came  up  with  the 
Big  Bertha  name.  "I  wanted  to  con 
vev  the  idea  of  a  cannon,"  he  says, 
"and   Tm  just  about   the  i>nK    one 


around  here  old  enough  to  remember 
that  the  Big  Bertha  was  the  biggest 
and  most  famous  cannon  of  World 
War  I." 

Initially,  however,  the  name  caused 
him  some  grief  "We  got  a  lot  of 
feminist  reaction  at  first,"  he  recalls. 
"Women  both  in  and  outside  the 
company  thought  we  were  exploiting 
some  big,  fat  old  broad,  and  they  were 
upset.  [So]  I  handed  out  a  lot  of  free 
drivers  to  these  ladies  and  after  they 
played  18  holes  and  saw  how  well  it 
worked,  they  began  to  look  on  the 
name  affectionately."  Retailer  Ed 
Watts  notes  the  name  has  caught  on 
very  fa\'orably  with  man\'  in  the  me- 
dia: "TV  commentators  on 
the  tour  pick  up  the  click  of 
a  good  solid  drive  and 
thev'U  sav,  'There  goes  the 
Big  Bertha.'" 

Callaway's  pragmatic  ap- 
proach to  promotion  con- 
centrates on  word-of- 
mouth  and  on  endorse- 
ments from  senior  players 
like  Chi  Chi  Rodriguez — 
not  because  Callaway  is  try- 
ing to  influence  older, 
more  affluent  players  who 
can  easily  af^brd  Berthas  at 
more  than  S200  a  pop,  but 
because  tour  endorsements 
from  older  pros  come 
cheaper.  "They  can't 
charge  as  much  as  the  flat 
bellies  on  the  general 
tour,"  says  Callaway. 

The    same    hardheaded 

dollars-and-cents  approach 

explains  w  hy  Isaac  Newton 

shows    up    in    Callaway's 

print  and  lA  ads.  Callaway  originally 

planned  to  feature  Albert  Einstein. 

"But  we  would  have  had  to  pay  royal 

ties  on  the  Einstein  name,"  he  says. 

"Newton  is  in  the  public  domain  and 

doesn't  cost  us  anything." 

C^an  Callaway  keep  ahead  of  the 
competition,  which  is  alrcidy  crafting 
variations  on  the  Big  Bertha  sweet 
spot?  No  problem,  .saN-s  Callaway,  cit- 
ing Newton's  First  I^iw  of  Motion — 
bodies  in  motion  tend  to  remain  in 
nunion. 

".•Ml  the  male  C\\llaways  have  al- 
ways been  go  getters,"  he  sun's. 
"\Vhen  vou'vc  been  bn>ught  up  in 
textiles  the  wav  we  were,  you  know 
there's  no  wav  \i>u  can  stop."        ■§ 
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HE  mS  BORN  IN  1639.  ASD  HE'S 
STILL  FLYING  WITH  US  TODAY. 

His  name  is  synonymous  with  Champagne  For  it 
was  Dom  Perignon  who  first  produced  diis  wine  full 
of  stars. 

So,  it  is  only  fitting  that  United  senes  his  legacy, 
vintage  Dom  Pferignon,  in  our  international  First  Class 
cabins.  Along  with  die  world  s  finest  liqueurs  and  spirits. 

United  s  international  First  Class.  For  those  accus- 
tomed to  excellence  in  even'  detail. 

Come  fly  the  airline  diat  s  uniting  die  worid.  Come 
flv  die  friendJv  skies. 


UniTED  AIRLiriES 


Did  An  Accident 

OF  Nature  Make  It 

The  Quietest  Car 

You  Can  Own? 

A  mong  the  most  purely  enjoyable  of  oil  the 
comforts  Lincoln  owners  enjoy  is  the  sense  of 
hushed  calm  that  envelops  the  passenger 
cabin  of  Lincoln  Town  Car  The  quietest  auto- 
mobile you  con  own.  Y  et  the  satisfaction  of 
Town  Cor  occupants  may  well  be  exceeded  by 
the  satisfaction  Lincoln  engineers  take  in 
having  achieved  this  premier  rank.  Because  it 
was  only  through  years  of  painstaking  research 
in  body/chassis  isolation  techniques,  noise 
control,  drivetrain  design  and  multiple  other 
technologies  that  this  feat  was  accomplished. 
And  unlike  research  in  handling  and  perfor- 
mance, there  were  few  models  to  follow. 
Genuine  breakthroughs  were  required.  Break- 
throughs that  include  an  advanced  overhead- 
cam  V-8  engine  which  operates  with  uncanny 
silence  and  smoothness.  And  helps  place 
today's  Lincoln  Town  Car  among  the  most  fuel 
efficient  ever  built*  Y  et  another  Lincoln 
engineering  achievement  that  was  no  mere 
accident  of  nature. 


LINCOLN 

What  A  Luxury  Car 
Should  Be. 

For  more  information  on  ilic  1992  I  "u  oins,  call  1-800-446-8888 
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Fannie  Mae  and  Freddie  Mac  make  super  profits  under 
a  sort  of  taxpayer  subsidy,  but  you  can't  argue  they 
haven't  done  great  things  for  American  homeowners. 

Nice  work  if 
you  can  get  it 

By  Howard  Rudnitsky  and  Matthew  Schifrin 


YOU'VE  GOT  TO  hand  it  to  the  Federal 
National  Mortgage  Association  and 
the  Federal  Home  Loan  Mortgage 
Corp.  Were  it  not  for  these  two  gov- 
ernment-sponsored enterprises,  last 
year's  credit  crunch  for  businesses 
would  also  have  been  a  liquidity  crisis 
for  home  buyers  and  sellers. 

Fannie  and  Freddie,  as  they  are 
affectionately  called,  last  year  pur- 
chased over  half  of  the  $400  billion  in 
home  mortgages  written  in  the  U.S. 
that  they  were  eligible  to  purchase,  up 
from  about  25%  of  $125  billion  in  the 
early  1980s.  Most  were  packaged  and 
sold  to  investors  as  mortgage- 
backed  securities,  thus  enablin 
home  buyers  to  tap  pension 
hinds  and  other  institu 
tional  money. 

Fannie  Mae  and  Fred- 
die Mac  enjoy  the  bene- 
fits of  being  at  the  same 
time  government- 

sponsored  entities  and 
for-profit,  publicly 
traded  stockholder- 
owned  corporations. 

Thanks  to  the  liquid- 
ity that  these  two  com- 
panies provided  for  the 
mortgage  market,  home 
buyers,      provided      they 
could  qualif\',  could  get  all 
the  financing  they  needed 
even  when  many  business 
borrowers    had     trouble 
getting  loans.   Thus  the 
$2.7  trillion  U.S.  housing 
finance    market    remains 
among   the    most    liquid 
and  efficient  in  the  world, 
helping  to  make  Ameri- 
cans    easily     the     best- 

138 


housed  people  in  the  world. 

If  Fannie  and  Freddie  have  done 
well  for  homeowners,  they  have  done 
even  better  for  their  public  sharehold- 
ers. Fannie  Mae  earned  $1.4  billion 
last  year,  $4.98  on  each  of  its  274 
million  shares.  This  was  a  28%  return 
on  equity.  Freddie  Mac  earned  $555 
million  last  year,  or  $9.25  on  each  of 
its  60  million  shares — a  24%  return  on 


,^^^ 


equity.  In  1991  Fannie  Mae's  nyse 
shares  more  than  doubled  and  Fred- 
die Mac's  tripled.  Most  analysts  re- 
main bullish  based  on  expected  earn- 
ings growth  of  up  to  1 5%  annually- 
over  the  next  several  years. 

And  1992  should  be  another  ban- 1 
ner  year,  at  least  so  far  as  earnings  arc 
concerned.      Record      refinancings 
could  push  mortgage  originations  up 
over  50%  from  1991. 

Fannie  Mae  and  Freddie  Mac  have  j 
said  they  are  considering  expansion 
into  such  markets  as  home  equit)' 
lending  and  housing  for  the  elderly,  | 
and  Fannie  Mae  has  even  test-market- 
ed a  program  in  construction  lending  i 
for  home  builders.  Fannie  has  already  | 
lent  over  SI 00  million  in  home  equity' 
conversion  loans  to  people  over  62 
who  have  paid  off  most  of  their  mort- 
gages. It  h3s  also  begun  financing 
developers  in  the  construction  of  sin- 
gle and  multifamily  homes. 

It  is  no  surprise  that  other  financial 
institutions  are  unhappy  about  con- 
tinued Fannie  Mae  and  Freddie  Mac 
expansion.  They  claim  that  Freddie 
and  Fannie  are  unfair  competition 
because  they  get  a  subsidy  ft^om  the 
government.  Indeed,  according  to 
the  Treasury  Department,  Fannie 
Mae  and  Freddie  Mac  get  non- 
cash subsidies  as  government - 
sponsored  enterprises,  subsidies 
worth  between  52  billion  and  $4 
s  billion  annually. 
"  Here's  how:  Both  Fannie 
I  and  Freddie  have  implied 
U.S.  government  guarantees 
on  all  of  their  liabilities.  This 
earns  them  the  highest  possi- 
ble ratings  on  their  paper  and 
enables  them  to  attract  insti- 
tutional investors  at  the  low- 
est possible  cost. 

Put  it  this  way:  The  gov- 
ernment charges  nothing  for 
the  implied  credit  guarantee, 
while  the  n\o  outfits  reap 
profits  from  the  resulting 
lower  interest  rates  avail- 
able to  institutions  associat- 
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Republic  is  ranked  number  one,  among 
large  US.  banks,  in  total  risk-weighted  capital 
ratio.  Testimony  to  the  fact  that  our  number  one 
priority...  is  the  protection  of  our  clients'  funds. 

We  cultivate  and  maintain  client  loyalty  by 
maintaining  an  outstanding  capital  base,  high 
liquidity  and  superior  asset  quality.  It  is  our 
strength...and  theirs. 

It's  no  wonder,  Salomon  Brothers  recently 
wrote  of  Republic:  "Wlietlier  you're  talking  credit 
qiialiti/,  liquidity,  praiuctivity,  or  capital  strength, 
tliey're  liead  and  slwulders  above  most  other  major 
baiUdng orgajiizations  in  the  U.S." 

If  you  would  like  more  information  on  the 


bank  that  puts  client  safety  above  all  other 
banking  considerations. .  .write  for  our  latest 
Quarterly  report  to:  Information  Center,  Republic 
National  Bank  of  New  York,  Fifth  Avenue  at  40th 
Street,  New  York,  N.Y.  10018.  Or  call  (212)  221- 
6056.  Outside  New  York  City:  (800)  522-5214. 


REPUBLIC 

NAnONAL  BANK 

OF  NEW  YORK 


ASAFKABANK 


NEW  YORK  •  GENEVA  •  TOKYO  •  LONDON  •  ZURICH  •  LUGANO  •  LUXEMBOURG  •  PARIS  •  MONTE  CARLO  •  GIBRALTAR 

MILAN  •  GUERNSF*  •  BEIRUT  •  ML^iMI  ■  LOS  ANGELES  •  BEVERLY  HILLS  •  NASSAU  •  CAYMAN  ISLANDS  •  MONTREAL  •  SINGAPORE 

HONG  KONG  •  TAIPEI  •  JAKARTA  ■  MONTEVIDEO  ■  PUNTA  DEL  ESTE  •  BUENOS  AIRES  •  SANTIAGO  •  MEXICO  CITY  •  CARACAS  ■  RIO  DE  I ANEIRO 
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EUROPE 
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POWERFUL  NEW  IMPETUS 
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IVEBA  GROUP: 
HIGH  EARNINGS,  STRONG 
CAPITAL  SPENDING 
VEBA  continued  the  pattern  of 
growth  in  all  divisions  in  1991. 
Group  net  income  matched  the 
favorable  level  achieved  the 
previous  year.  The  earnings  per 
share  increased  to  DM  29.00. 

■  ACTIVITIES 
IN  EUROPE 

The  Group  has  been  given 
powerful  new  impetus  by  the 
Single  Western  European  Market 
and  the  emancipation  of  Eastern 
Europe.  International  power 
import  and  exchange  facilities 
are  being  exploited  in  the  Elec- 
tricity Division.  In  this  context, 
we  are  participating  in  other 
utilities  and  concluding  coopera- 
tion agreements,  also  as  a  means 
of  implementing  joint  projects 
in  Eastern  Europe. 
The  Chemicals  Division  has 
already  established  a  strong 
presence  on  the  European  mar- 
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ket  and  continues  determinedly 
to  expand  its  position. 
The  Oil  Division  is  targeting  a 
market  status  in  the  new  fed- 
eral states  that  compares  to  the 
standing  already  accomplished 
in  Western  Germany.  The  filling 
station  network  is  also  set  for 
expansion  in  the  neighboring 
Eastern  European  countries  and 
a  participation  in  oil  deposits  in 
Russia  and  the  other  C. I. S.  states 
is  envisaged. 


The  VEBA  Group 


Electricity 


ClU'lIII 


Oil 


PREUSSENELEKTRA 
VEBA  KRAFTWERKE  RUHR 
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■            VEBAOEL 

m 

Trading/Transportation/ 
Services 

STINNES 
RAAB  KARCHER 
VEBAWOHNEN 


A  European  orientation  continue 
to  be  promoted  in  the  Trading 
and  Services  Division.  The  Tran 
portation  Division  is  already  weljnf 
established  worldwide. 
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IVEBA 
TODAY 

VEBA  AG  oversees  a  group  of 
companies  that  are  well- 
balanced  and  prepared  for  the 
future.  VEBA  stands  for 

-  Energy,  chemical  and  petro- 
leum products 

-  Trading  and  sennces 

-  Integral  transportation  and 
logistics  systems. 

The  capital  of  VEBA  is  held  by 
540,000  shareholders.  Some 
43%  of  the  capital  is  owned  by 
foreign,  predominantly  Western 
European  investors. 

Copies  of  the  1991  Annual 
Report  are  available  from 
VEBA  AG.  Bennigsenplatz  1. 
4000  Dusseldorf  30. 
Germany 
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'annie  Mae  and  Freddie  Mac 

'id  with  the  federal  government.  In- 
I'cstors  accept  lower  interest  rates  be- 
:ause  they  assume — rightly  so — the 
federal  government  would  not  let 
Freddie  or  Fannie  fail. 

Thus,  in  the  unlikely  event  that  the 
V.S.  ever  sees  massive  home  mortgage 
defaults,  taxpayers  would  face  expo- 
sure at  least  as  severe  as  in  the  current 
savings  and  loan  mess,  and  probably 
more  so.  Outstanding  on  and  off 
Fannie's  and  Freddie's  balance  sheets 
are  no  less  than  $900  biUion  in  mort- 
gage-backed securities  and  other  li- 
abilities backed  by  the  two  companies. 

Fannie  Mae  and  Freddie  Mac  also 
pay  no  state  or  local  income  taxes,  are 
exempt  from  registering  their  securi- 
ties with  the  Securides  &  Exchange 
(Commission  and  have  had  minimal 
capital  requirements. 

All  this  has  given  Fannie  and  Fred- 
die an  undeniable  advantage  over  pri- 
N'ate  competitors,  such  as  thrifts  and 
brokerage  firms.  Most  thrifts  can't 
cam  enough  spread  income  on  the 
low  mortgage  rates  set  by  Fannie  Mae 
and  Freddie  Mac.  Consequentiy,  they 
sell  most  of  the  mortgages  they  origi- 
nate to  Fannie  Mae  and  Freddie  Mac. 
Thrifts  make  some  money  on  this,  but 
not  much,  because  the  business  is  so 
competitive. 

*  By  congressional  charter, 
the  two  companies,  in  provid- 
ing liquidity'  to  the  mortgage 
market,  have  maintained  a 
stated  goal  to  help  low-  and 
moderate-income  families  at- 
tain adequate  housing.  But 
their  top  loan  limit  has  steadily 
been  moving  upward.  Today 
the  lending  limits  on  single- 
family  home  mortgages  they 
can  guarantee  stand  at 
$202,000,  up  from  $133,000 
in  1986 — a  far  greater  increase 
than  that  in  home  prices. 

"Where  do  you  draw  the 
iine.^  Today  taxpayers  are  subsi- 
dizing a  person  who  makes 
$  100,000  a  year  and  can  afford 
a  $250,000'  home,"  says  for- 
mer Salomon  Brothers  mort- 
gage finance  pioneer  Lewis 
Ranieri,  who  both  competes 
with  the  federal  entities  as  the 
head  of  United  Savings  Associ- 
ation of  Texas  and  is  a  client  of 
theirs  as  a  mortgage  banker. 

The  question  is:  How  far  up 
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the  price  scale  should  the  government 
guarantees  go?  Not  an  easy  question. 
In  some  parts  of  the  country 
$250,000  will  buy  a  small  estate,  but 
in  places  like  California  it  doesn't  buy 
a  lot  of  house. 

Look  at  what  happens  when  Fannie 
and  Freddie  enter  a  market.  Take  the 
market  for  Real  Estate  Mortgage  In- 
vestment Conduits,  which  are  large 
pools  of  mortgage -backed  securities 
sold  primarily  to  institutional  inves- 
tors. In  the  mid-1980s  Wall  Street 
firms  Salomon  Brothers  and  First 
Boston  were  the  first  to  persuade 
institutions  to  put  money  in  these 
REMlCs.  But  Freddie  and  Fannie  now 
account  for  over  90%  of  the  $200 
billion  in  REMlCs  issued  annually. 

Even  triple-A-rated  General  Elec- 
tric Capital  Corp.  finds  it  difficult  to 
compete  effectively  with  the  govern- 
ment-sponsored firms  in  securitizing 
home  mortgages.  In  1990,  while  Fan- 
nie and  Freddie  mortgage  securitiza- 
tion accounted  for  40%  of  the  total 
growth  in  home  mortgage  debt,  pri- 
vately issued  mortgage -backed  secu- 
rities accounted  for  a  mere  3%. 

During  the  1970s  savings  and  loan 
lenders  accounted  for  50%  of  mort- 
gage originations;  in  1990  they  ac- 
counted for  30%.  The  old-line  thrifts 


have  lost  ground  to  hundreds  of  inde- 
pendent mortgage  companies,  many 
of  which  have  little  capital.  Most  sell 
their  entire  mortgage  production  to 
Fannie  and  Freddie  in  what  is  fast 
becoming  the  federalization  of  the 
home  mortgage  market. 

The  Bush  Administration,  encour- 
aged by  thrifts  and  banks,  is  pushing  a 
bill  in  Congress  that  would  strength- 
en capital  requirements  for  Freddie 
and  Fannie.  It  also  would  require  the 
two  firms  to  earmark  30%  of  their 
loans  for  low-  and  moderate -income 
families,  a  provision  that  could  subor- 
dinate sound  lending  practices.  The 
bill  would  create  an  independent  reg- 
ulator within  the  Department  of 
Housing  &  Urban  Development  that 
would  monitor  Freddie  and  Fannie 
and  could  have  approval  power  over 
new  products. 

Fannie  Mae's  chief  executive,  James 
Johnson,  and  Freddie  Mac's  Leland 
Brendsel  have  been  fighting  the 
tighter  regulation.  "The  thrifts  are 
arguing  for  inefficiency,"  Johnson 
contends.  Both  firms  have  launched 
an  intense  lobbying  effort  to  make  sure 
the  legislation  is  favorable  to  them. 
They  have  lots  of  friends  on  Capitol 
Hill.  Retired  Fannie  Mae  chairman 
David  Maxwell,  who  led  its  rapid 
growth  in  the  1980s  and  re- 
tired in  1991  with  a  $30  mil- 
lion compensation  package, 
says:  "The  Reagan  Adminis- 
tration was  hell-bent  on  crip- 
pling us,  but  they  could  never 
get  anything  through  Con- 
gress because  I  spent  half  my 
life  tramping  around  the  Hill." 
Thus,  Fannie  and  Freddie 
are  likely  to  surx-ive  what  is  left 
of  the  zeal  for  privatization  in 
Washington  and  continue 
their  prosperit)'.  As  Fannie 
Mae's  treasurer,  Gar\'  Perlin, 
who  oversees  billions  of  dollars 
of  Fannie  Mac  transactions  ev- 
ery' day,  puts  it,  "The  attempts 
to  regulate  us  don't  faze  us.  It's 
sort  of  like  being  in  a  classroom 
where  your  mother  is  the 
teacher."  So  Freddie 
and  Fannie's  private 
competitors  can  only 
hope  that  teacher  will 
mark  her  own  kids  just 
as  tough  as  she  grades 
others.  ^M 
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HOWTOTELLTHE  DIFFERENT 
WELL-DESIGNED  AND  ONE  1 


:tween  an  interior  thats 
s  merely  well-decorated. 


We  don't  think  a  car's  cabin  should  be  judged 
i  the  amount  of  ornamentation  put  into  it,  but  by 
le  amount  of  thought.  And,  in  terms  of  improving 
3ur  driving  experience,  the  Acura  Legend  interior 
icorporates  a  great  deal  of  thinking.  From  a  driver's 
?at  that's  remarkably  comfortable  and  supportive  to 


optimally  placed  controls  to  driver's  side  and  avail- 
able passenger's  side  air  bags.  Which  is  not  to  say  the 
Legend  doesn't  offer  luxuries  like  soft  leather  and  fine 
wood.  Just  that  it  offers  a  great  deal  more.  Call 
1-800-TO-ACURAfor 
more  information. 


®  ACURA 
PREOSION  CRAFTED  PERFORMANCE 


Four  companies  dominate  the  $7-billion-a-year 
office  furniture  business.  Three  are  household 
names.  How  did  upstart  Haworth  get  there? 

Smart  boy 


By  Christopher  Palmeri 

This  is  the  story  of  how  a  young  man 
increased  the  sales  of  his  father's  com- 
pany by  a  factor  of  100  in  19  years — 
from  $6  million  in  1972  to  $600 
million  last  year. 

The  young  man  is  Richard  Ha- 
worth, president  of  Haworth  Inc.  If 
few  Americans  know  the  name,  mil- 
lions have  stared  at  its  office  partitions 
and  sat  in  its  chairs.  Based  in  Holland, 
Mich.,  Haworth  is  the  country's 
fourth -largest  maker  of  office  furni- 
ture, behind  the  more  familiar  names 
Steelcase,  Herman  Miller  and  Wes- 
tinghouse  Corp.'s  Knoll  Group.  Pri- 
vately owned  by  Richard  Haworth 
and  his  four  sisters,  the  company  is 
worth  at  least  $350  million. 

Richard  Haworth's  father,  Ger- 
rard,  a  high  school  shop  teacher  who 
worried  about  the  cost  of  educating 
his  children,  started  the  company  in 
1948.  By  the  1960s  it  had  become  a 
national  manufacturer  of  par- 
titions, the  immovable  wood- 
and-glass  kind  that  you  used 
to  see  in  banks. 

As  an  adolescent,  Richard 
Haworth  swept  the  floors  and 
ran  woodcutting  machinery 
for  his  father.  In  1969,  after 
picking  up  an  undergraduate 
business  degree  from  Western 
Michigan  University  and  serv- 
ing a  short  stint  in  the  Army, 
Richard  returned  to  work  at 
Haworth  full  time. 

Only  26  at  the  time,  young 
Haworth  discovered  that 
Herman  Miller,  in  nearby 
Zccland,  Mich.,  had  recently 
introduced  the  first  movable 
office  panel.  Miller's  break- 
through product  allowed 
companies  to  car\x"  and  re- 
carve  open  space  into  offices 
whenever  they  chose. 

In   1972,  when  sales  were 


just  $6  million,  Richard  Haworth 
brought  out  a  movable  panel  with  a 
difference:  an  acoustical  panel  carpet- 
ed to  prevent  noise.  Soon  he  grew 
obsessed  with  panels.  Colleagues  re- 
call him  anonymously  visiting  com- 
petitors' showrooms  and  taking  their 
furniture  apart. 

Three  years  later  Haworth  came  up 
with  an  idea  that  recked  his  industrx'. 
He  put  electrical  wiring  inside  the 
panels.  That  allowed  office  cubicles 
to  be  constructed  by  simply  snap- 
ping panels  together,  without  call- 
ing in  the  electricians  to  rewire 
the  space. 

Haworth's  prewired  panels  were 
an  ov^ernight  sensation  in  the  office 
furniture  industry.  Haworth's  sales 
grew  by  more  than  40%  a  year. 

It  didn't  take  the  other  office  fur- 
niture makers  long  to  come  out  with 
their  own  versions  of  electrified  pan- 


Richard  Haworth  with  his  father,  Gerrard 

Pop  laid  the  foundation, 

Richard  built  a  world<lass  company. 


els  similar  to  Haworth's — too  simi 
lar,  in  Richard  Haworth's  opinion 
In  1975  Haworth  had  patented  hi 
wiring  system.  In  1985  he  sued  Steel 
case  for  patent  infringement.  Fou 
years  later  Steelcase,  the  industry' 
$1.9  billion  giant,  lost  the  suit  oi 
appeal.  A  court-appointed  attorney  ii 
Washington,  D.C.  is  still  trying  u 
determine  damages.  "An  appalling 
miscarriage  of  justice,"  says  Steelcas* 
President  Jerr\'  Myers.  Industry  insid 
ers  have  speculated  that  the  aware 
may  top  SI 00  million. 

In  January  Haworth  sued  Hermar 
Miller  on  similar  grounds.  Millci 
President  Richard  Ruch  says  the  com- 
pany will  vigorously  defend  itself. 

'T  know  litigation  causes  hard  feel- 
ings," says  Haworth.  "But  we  believe 
we  have  to  protect  what  we  invest  in.'' 
There's  another  reason  to  wage  war 
in  the  courtroom.  Ne\\'  office  con- 
struction is  way  off,  there's  an  over-* 
supply  of  used  furniture  being  sold 
cheap  and  new  furniture  is  being  dis- 
counted as  much  as  70%  off  manufac- 
turers' list  price. 

To  develop  the  business  flirtherj 
Haworth,  now  49,  has  over  the  last 
four  years  acquired  or  invested  in  nine 
furniture  companies,  one  of  them  in 
Canada  and  three  in  Europe.  "We're 
getting  22%  of  our  revenues  overseas 
today,"  Haworth  explains.  "I  would 
like  that  number  to  be  50%  in  five 
years." 

An  avid  reader  of  manage- 
ment books,  Haworth  is  al- 
ways looking  for  ideas  to  make 
his  business  more  efficient. 
Way  back  in  1982  he  sent  a 
team  to  Japan  to  study  Toyo- 
ta's just-in-time  manufactur- 
ing techniques.  Today  Haw 
orth  can  build  and  deliver  cus 
tomizcd  furniture  in  just  five 
days. 

A  lot  of  good  ideas  come 
from  employees.  One  of 
Haworth's  engineers  rccenth 
suggested  a  new  kind  of  paint 
that  would  allow  Haworth  to 
reduce  the  temperature  in  its 
dr\ing  ovens.  C  osi  savings: 
$3 1 ,000  a  year. 

'*!  am  ci>nvinccd  there  is 
not  a  thing  we  arc  doing  that 
cannot  he  done  better," 
Haworth  says.  "That's  what 
turns  nie  on."  ^ 


s 


146 


Forbes  aMav  11,  1992 


Why  not  make  your 
South  African  business  trip 

a  vacation? 

(And  Bring  Your  Other  Half  For  Only  Half!) 

Come  for  business— and  stay  for  pleasure. 
South  Africa's  got  it  all,  and  then  some.  The  wildlife.  The 
night  life.  The  good  life.  Only  SAA  gets  you  there  overnight- 
direct  from  New  York— in  the  least  time,  most  luxury. 
And  when  you  fly  Blue  Diamond  (First)  Class  or  Gold 
(Business)  Class,  SAA  will  fly  your  other  half  for  only  half— 

so  you  both  can  enjoy  South  Africa  to  the  full. 

For  further  details  and  restrictions,  see  your  travel  agent  or 

call  1-800-722-9675  for  a  free  brochure  with  special  offer. 


SOUTH  AFRICAN  AIRWAYS 


RAM  Mobile  Data  i  nn 


What?  Find  a  c 
in  a  green  Buicl^ 
ieaves  in  15  mi 


:  National 

CarRental<i, 


Thanks  to  RAM  Mobile 
Data' s  revolutionary  wire- 
less data  communications 
service,  missing  briefcases  and  the  cars 
they're  left  in  can  now  be  found 
instantly.  That's  why  National  Car  Rental 
uses  RAM's  mobile  data  service  to  track 
over  120,000  vehicles,  improve  vehicle 
maintenance  management,  provide  better 
customer  service,  and  cut  costs. 

Like  what  you  hear?  Then  let  us 
show  you  how  mobile  data  can  transform 
your  company.  With  a  laptop  or  portable 
computer  and  RA.M's  wireless,  radio-based 
network,  your  field  personnel  can  place  or- 
ders, initiate  billing,  and  check  inventory 
whenever,  wherever  they  need  to.  The  RAM 
service  will  give  your  employees  the  ability 
to  send  and  receive  messages  instantaneously 
-  no  matter  where  they  are. 

These  are  just  several  of  the  reasons 
why  National  chose  RAM.  Give  us  a  call  at 
1-800-736-9666  and  find  out  why  RAM 
Mobile  Data  is  the  open  road  to  data.™ 

RAM  Mobile  Data,  One  Rockefeller 
Plaza,  Suite  1600,  New  York,  NY  10020. 
RAM  Mobile  Data  is  a  Joint  venture  of 
BellSouth  Enterprises  ^f 

and  RAM  Broadcasting      4^8 


Corporation. 


RAM 

MOBILE 


^  onal  Car  Rental 


mer's  briefcase 
[fore  his  piane 


Labor  unions  and  educators  don't  think  much 
of  the  idea,  but  apprenticeships  are  finally  getting 
a  bit  of  the  attention  they  deserve. 

Earning 
and  learning 


By  Janet  Novack 

Brl\n  Rowt,  a  transplanted  English- 
man, recalls  himself  at  16.  "I  knew  I 
liked  airplanes,"  he  says,  "but  I  didn't 
really  think  I  was  going  to  go  to 
college.'"  So,  like  many  European 
teenagers,  Rowe  entered  an  appren- 
ticeship; his  was  a  five-year  program  at 
the  de  Ha\illand  Engine  Co.  in  En- 
gland. By  18,  he  was  designing  parts 
for  jet  engines.  At  24,  while  still  at  de 
Haxilland,  he  earned  a  university  de- 
gree in  engineering. 

Rowe  is  now  61  and  head  of  Gener- 
al Electric  Co.'s  S7.9  biUion  (1991 
sales)  Aircraft  Engines  di\ision,  the 
company's  most  profitable  operation. 
He  is  also  a  proponent  of  apprentice- 
ships. De  HaxiUand's  apprenticeship 


program,  he  says,  allowed  students  to 
find  their  own  academic  level,  while 
gi\ing  those  headed  for  management 
hands-on  experience.  Rowe:  "Too 
many  engineers  go  straight  into  the 
office  rather  than  seeing  what  makes 
engineering  tick." 

In  Europe,  apprenticeships  are  fair- 
ly common.  On  this  side  of  the  Adan- 
tic,  they're  rare.  But  with  the  break- 
down in  public  education,  the  idea  is 
beginning  to  get  some  well-deser\ed 
attention. 

Consider  18-year-old  Timothy 
McKee,  a  junior  at  South  W^illiams- 
port  High  School  in  Williamsport,  Pa. 
McKee  says  he  missed  more  than  60 
out  of  180  days  of  high  school  last 


year.  "I  was  flunking  out,"  he  says. " 
saw  no  practical  use  for  N^liat  the 
were  teaching  us."  But  this  yea 
McKee  is  part  of  a  small  pilot  progran 
that  has  made  him  an  apprentice  in  ; 
local  Textron  Inc.  plant  that  make 
engines  for  small  airplanes.  He  is  earn 
ing  S4.45  an  hour  learning  eventhinj 
from  machining  to  metrolog\'  during 
the  three  days  a  week  he  spends  in  th< 
plant.  And  he's  earning  mosdy  A'.* 
during  the  rv\o  days  a  week  he  spend* 
in  public  school  classes,  learning  math 
and  other  skills  he  will  need  on  £ 
modem  facton-  floor. 

Brian  Sheets,  17,  another  Textron 
apprentice,  felt  he  wasn't  really  learn- 
ing in  regular  classes.  He  says:  "It's 
weird,  but  I  found  I  really  like  draft- 
ing." He  had  wanted  to  be  a  disc 
jockey;  now  he  plans  to  study  drafting 
and  then  earn  an  engineering  degree. 

Hilar)-  Pennington  is  president  of 
Cambridge,  Mass.'  Jobs  For  the  Fu- 
ture, a  group  that  is  pushing  appren- 
ticeships. She  says  apprenticeships  like 
Textron's  are  ver\'  likely  to  spur  an 
interest  in  school.  "Some  kids,"  she 
says,  "won't  learn  the  math  they  need 
to  read  a  blueprint  until  they  need  to 
read  a  blueprint."  Yet  today  less  than 
2%  of  U.S.  high  school  graduates 
complete  apprenticeships;  most  of 
those  are  in  the  building  trades  and  do 
littie  to  pro\ide  the  better- educated 
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BILLION  DOLLARS  WORTH 
IN  THE  USA  FOR 

Since  1979,  suppliers  in  34  states  have  providea 
nnore  than  $3.5  billion  in  components  for  Airbus  aircraft. 
And  88%  of  all  maintenance  items  are  manufactured  in 
the  U.S. 

As  a  result,  thousands  of  American  jobs,  directly  or 
indirectly,  depend  on  Airbus  programs. 

Employees  at  more  than  400  U.S.  firms  provide  the 
Arbus  family  of  aircraft  with  critical  systems,  includir)g  proput- 


OF  PARTS  HAVE  BEEN  MADE 
AIRBUS  AIRCRAFT. 

sion,  f  iignt  management  and  electnc  power  generation. 

In  faa,  U  S.-nnade  prcxJucts  have  been  aboard  AirtxiS 
aircraft  since  the  1st  flight  of  the  A300  in  October,  1972. 

For  20  years.  Airbus  has  given  many  US  firms  1st- 
time  inroads  into  the  international  marketplace  by  placing 
orders  for  high-quality  parts  and  services. 

That's  why,  in  comnr>ercial  aviation,  we're  Number  2 
and  leading. 


^AIRBUS  INDUSTRIE 


Man^ 


about  Alabama 


y  messaees  atxjut  .fuaoama  are  shot 
down  beiore  ever  reacninqi^  tne  target.  Ape- 
old  misperceptions  about  tne  state  ^et 
in  tne  "w^ay,  and  dilute  anv  posith^e  ne\\'s . 
ijut  tnose  wno  can  ^et  past  tne  stereo- 
tvpes  to  see  tne  realitv  ol  Alabama 


mov 


'Al  the  first  concert, 

lexpecieJtlie       ^^^  j^JJ^  re\%^aixled.  Manv wlio 

uaicnce  to  sitoic  up  I  l 

m  cnh  overalls.  i  l  All 

,,.„.,     ^  have  never  been  to  ixlabama  ex- 

^.-far.  Afaeama 
rnanu  Orcficstra 


pect  to  lind  a  state  lull  ol  peo- 
ple Avlio  make  a  living  in  tne  cotton  lielos, 
and  A\^nose  only  notion  ol  culture  is  enjoviner  " 
sojne  picking  and  ^rmnmg  on  Oaturdav  V 

niolit.  Ine  trutn  is,  tnoi^n, 
tliat  ^^'nat  Alabama  nas 
to  oUer,  Irom  oiir  cul- 
tural attractions  to  our 
^^-ork  lorce,  rivals  any  Ooutn 
eastern  state. 

Mark 
NValker,AN'^no 
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ed  nere  Irom  Oeatne  witn  his  wife  Alila  to  man 
Alabama  Ovmpnonv,  was  surprise 

lind  tnat    Audiences  nere  aj    *•* 

diuerent  Irom  tne  most «  B  "' 

ticated  in  tne  country. 

-AAila,  a  native  of  P    *1 

wno  nas  lived  all  da-   <« 

ILurope  and  tne  L    <» 

says,      inisareaii   im 

tne  ctLsp  ol  disco 

i  tell  Inends  "v^'no  ai' 

retuiriQr  tnat  tnev  snoi 

come  nere,  not  to  xlorio 

ine  pood-naturec 

bin^  tnat  xTerb  and 

X  aulev  pot  wnen  tne" 

nounced  tneir  movt 

Alabama  nas  no\v  en 


to  en\"v,  as  trier 
and  lami 
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members  admit,  alter  visiting,  tkat  tney  wLsli  tney 
c  nucl  Irve  nere.    Visitors  are  impressed  botn  ^^^tn  tne 
(.  ultuial  attractions  ana  tne  natural  beauty  ol  tne  area. 
'  We  can  see  Asoria  -  class  periormers  nere  lor  a  trac- 
t  on  ot  wnat  we  d  pay  in  iSlew  York,     says  rxero. 
Lne  Paulevs  also  like  to  lisn,  ooat  and  ^oll  year  - 
I ound  in  tne  Alabama  climate,    rlerb  nas  lound  tne 
^^^ork  en\'ironment  lavorable  as  well,     1  wras  sur- 
prised at  tne  caliber  ol  skill  available  —  tool  and  die 
makers,  electricians. 


and  teen  scnools  nere  oiler 
excellent  training,     it  is  no 
wonder  tnat  managers  ol 
companies  like  (j.^\  and 
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tuis  luid  us,  '\ou  rv 
to  Uk  cotton  fiMf 
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^ante  are  pleased  witn  tbe 

skill  ol  labor  tnev  lind  in 

Alabama,     lne  Alabama  \^ork  torce  is  above 

tne  Ooutneast  average  in  percentage  ot  people 

working  in  ni^fn-tecn, private  industry, 

accordin^r  to  tne  U.»3.  J-abor  Uepartment. 
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's  ask  us  ifAey'n         Alabama  native  Xvobert  Xvo&s  eets 
^^A^&.  °  "^        plenty  ot  teasing  about  tbe  state  trom 


clients  wbo  llv  in  to  see  tne  computer 
nardware  made  bv  nis  company, 
^  yCante.       i  tnink  people  are  sur- 
prised to  tind  a  bipb-tecn,  inno- 
vative company  nere,    ne  says, 
Jjut  people  are  very  impressed  once  tney  come 
down  nere,  meet  people,  see  tne  city  and  eniov 
our  beacnes.    vCante  s  products,  upgrade  con- 
trollers tor  laser  printers ,  are  sold  worldwide . 
V        IVoss  says  ne  nas  no  trouble  tinding  skilled 
I  employees .     1  nere  is  no  lack  ot 

■  ■  training  whatsoever;  trom  en <^- 

I        '^.  neers  to  salespeopl 


neers  to  salespeople  to  teen- 


.^ 

nician.s, 

I 
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colleges 
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And  companies  can  keep  tneir  workers 
proticient  in  tnese  new  tecnnologies  tnrougn 
Alabama  Industrial -Development  i  raining,  wnicb 
teacnes  skills  like  microprocessor  maintenance  and 
precision  electronics.   VVitn  tbe  nation  s  largest 
tleet  ot  mobile  training  units,  AXJJl  raining  bas 
worked  tor  companies  like  Jjoeinisr,  inter^rapb, 
Cjeneral  iLlectric,  and  oonv.     inis  \^'lde  arrav  ot 
ni;^n-tecn  skills,  combined  witn  tne  state  ^ 
traditionally  strong  work  etnic,  creates  a  labor  toux 
tnat  rivals  anv  in  tne  ret;»ion. 

So  tne  next  time  you  near  a  positive  message 
about  Alabama,  don  t  let  any  ne^jfative  mis- 
perceptions  destroy  it.    ivatber,  take  a  closer  look. 
XJecause  we  re  convinced  tnat  tbe  case  tor 

expandin(^  a  business  to 


Alak 
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.'ill  bold  water. 
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Apprenticeships 


Apprentice 
Brian  Sheets 
works  on  a 
computer-aided 
design  system 
at  Textron 
"tt's  weird,  but 
I  found  I  really 
like  drafting." 


workers  that  U.S.  industry  needs. 

Why  aren't  apprenticeships  more 
popular?  Partly  because  most  Ameri- 
cans think  that  a  college  degree  is  the 
only  ticket  to  a  good  job.  As  a  result, 
every  year  hundreds  of  thousands  of 
youngsters  who  are  ill  prepared  for 
college  enroll  anyway.  This  is  good 
for  the  educational  establishment, 
whose  members  are  mosdy  hostile  to 
the  idea  of  apprenticeships.  But  it's  a 
waste  of  time  and  money  for  many 
students.  Around  50%  of  all  youth 
now  begin  college,  but  fewer  than 
two  in  five  of  those  actually  graduate 
by  age  25.  Of  those  that  do  graduate, 
many  emerge  with  no  readily  market- 
able skills. 

Cornell  University'  professor  Ste- 
phen Hamilton,  who  wrote  a  book  on 
Germany's  comprehensive  apprentice 
system,  says  the  U.S.,  with  its  exclu- 
sive emphasis  on  college,  has  "institu- 
tionalized a  period  of  tloundering" 
for  youth  who  don't  go  to  college  or 
quickly  drop  out. 

Like  many  educators,  labor  unions 
also  feel  threatened  by  apprenticeship 
programs.  Many  unions  see  appren- 
tices as  cheap  labor,  and  do  what  they 
can  to  control  the  programs.  For  ex- 
ample,   at    Textron's    Williamsport 
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plant,  the  labor  contract  with  the 
United  Auto  Workers  requires  a 
worker  to  stand  by  when  an  appren- 
tice works — even  after  the  apprentice 
knows  what  to  do. 

Washington  isn't  doing  much  to 
help  the  apprenticeship  programs 
proliferate.  The  U.S.  Department  of 
Education  is  spending  $90  million 
this  year  on  what's  called  "tech-prep" 
programs,  linking  II th  and  12th 
grade  to  junior  college — but  often 
without  much,  if  any,  workplace  in- 
volvement. Meanwhile,  the  Depart- 
ment of  Labor  is  spending  less  than  $4 
million  a  year  to  promote  youth  ap- 
prenticeship programs. 

Still,  the  failure  of  educators  to 
educate  and  the  growing  shortage  of 
well-trained,  flexible  workers  are  add- 
ing momentum  to  the  small  but 
growing  apprenticeship  movement. 
Next  tall,  for  example,  20  eleventh- 
graders  in  Tulsa,  Okla.  will  begin 
four-year  apprenticeships  at  Hiiti 
A.G.,  an  American  Airlines'  mainte 
nance  tacilit^•,  Baker  Oil  Tools  and 
other  Tulsa  sites.  In  the  first  two  years 
the  apprentices  will  spend  a  fourth  t>f 
their  time  working  in  the  plants  and 
almost  half  their  time  in  technical 
training  classrooms.  The  rest  will  be 


spent  in  straight  academic  classes  I 
They'll  be  paid  S7,500  their  first  yearl 
rising  to  SI 4, 1 00  in  their  fourth  yearj 
Beyond  that?  Machinists  at  .\meric* 
Airlines'  Tulsa  operations  current!) 
make  $30,000  to  $40,000  a  year,  anc 
more  if  they're  supervisors. 

By  design,  the  program  demanc 
dedication.  It  was  put  together  by  the 
Tulsa  Chamber  of  Commerce,  und< 
the  prodding  of  .\ndre  Siege nthaler.j 
vice  president  of  human  resources  fo 
the  U.S.  subsidiary  o{  Hilti,  A.G., 
Liechtenstein -headquanered    make 
of  fasteners  with  a  plant  in  Tuls.i 
Aware  of  the  criticism  that  appren 
ticeships  too  often  limit  young  work 
ers'  options,  the  organizers  made  sun 
that  the  students  can  earn  enougii 
academic  credits  to  enter  a  four  yeai 
college  after  I2th  grade,  if  they  NNish 
But  to  do  so  the  apprentices  must 
attend    the    schixil/wurk    program 
eight  hours  a  day,  220  da\-s  a  year.M^ 
rather  than  the  usual   high   schcwlTt 
regime  of  six  hours  a  day  for  1 80  daN-s. 

American  16  year  olds  aren't,  de  ^ 
spite  the  stereot>pes,  tix>  lazy  or  im 
mature  to  settle  down  and  wi^rk  hard 
Many  of  them  are  simply  fed  up  with 
w  hat  they're  getting  irom  the  cduca 
tional  bureaucracy-.  IB 

Forbes  ■  Mavll,  19*? 2 


^v.         U^-. 


IREADllGHTlV-MIVEBiSfONSiBlYOMIKX)  fliASf  BiXKlf  UfK^SKURITV  r  1995 lANGf  BCVK CK  NO«TH  AMfBICA.  INC  -VtHlClf  SHOVNISPSODAI  $44  SOO^MNU»«tIL«l«  ','.1  iL*_.f  ^'f  i'SIIMI  WiCi   P««  I  [■."!<'  rjC^I  ifJCKIX  I*<  Iilll   :«  :<'.TiN*^.,lnf  H*i- 

Ve  send  all  of  our  customers  downhill  without  brakes. 


It's  part  ot'  what  makes  driviiij^  a  Ran^c  designed  to  climb  such  slopes  with  ec|iial 

Rover  unique. 

Because  on  a  precipitous  slope, 
I  Rani^e  Rover's  remarkable  transmission 


ease. 


-'an  control  the  vehicle  even  more  effec- 
tively than  its  remarkable  brakes. 

And  since  what  j^ocs  down  must  first 
40  up,  a  Rani^e  Rover's  permanent  four 
wheel  drive,  fully-articulated  suspension, 
»nd  spirited  3.9  liter  V-8  engine  arc 


All  in  all  offering  you  capabilities  that 
far  exceed  those  of  any  other  hi.xury  car 


Grange  rover 


on  or  off  the  road.  Including,  in  the  case  of 
the  Range  Rover  ('ounty,  the  luxury  of 
achancetl  anti  lock  brakes. 

So  why  not  call  1  SOO  FINE  4\VI)  today 
for  the  dealer  nearest  youV 

(irantcd,  its  starting  price  of  ju.st  under 
S3*>,( )()()*  niay  seem  a  bit  steep  to  some. 
But  then,  when  it  comes  to  tackling  the 
ups  and  downs  of  driving,  no  other  luxury 
\  chicle  makes  the  grade  nearly  as  well. 


The  FAA  Is  Already  Looking  Forward 
To  The  Day  These  Kids  Are  Grown. 


Every  year,  more  people  travel  by  air.  And  every 
year,  our  air  traffic  system  gets  pushed  a  little  harder  As 
this  trend  continues,  we  need  to  ensure  that  our  future  air 
traffic  system  will  be  able  to  accommodate  tomorrow's 
travellers. 

The  Federal  Aviation  Administration  has  developed 
a  visionary  plan  to  meet  that  challenge— a  plan  for 
"Moving  America  into  the  21st  Century." 

It's  a  vast,  far-reaching  program  that  not  only 
modernizes  the  air  traffic  system  today,  it  also  looks  ahead 
to  the  needs  of  future  system  users.  Our  air  traffic  system 
must  be  more  internationally  compatible,  exploit  new  and 
emerging  technologies,  and  must  improve  the  present 
system— while  in  use. 

And  that's  just  what  the  FAA's  program  does.  Its 
primary  focus,  for  example,  is  to  integrate  weather,  navi- 
gation, landing,  communications  and  surveillance  systems, 
using  global  computer  and  satellite  technology 

The  FAA  has  a  flight  plan  for  the  future  already  in 
place.  We're  proud  that  Martin  Marietta  can  be  part  of  the 
team  that  will  help  make  it  fly. 
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By  all  indications,  natural  gas  prices  have  hit  bottom, 
But  when  they  will  turn  up  is  anybody's  guess. 

Galling  all 
bottom  fishers 


By  William  P.  Barrett 


Except  perhaps  for  organized  crime, 
few  industries  take  as  much  abuse 
these  days  as  natural  gas.  Plagued  by 
too  much  supply  and  too  little  de- 
mand, gas  prices  are  around  their 
lowest  point  in  more  than  ten  years. 

Near  the  peak  of  the  now-ending 
heating  season,  wellhead  prices  actu- 
ally fell  below  $1  per  mcf  (thousand 
cubic  feet) — a  drop  of  more  than  50% 
in  two  years.  Since  then  the  price  has 
recovered  to  a  recent  $1.30,  but  that 
regained  only  part  of  the  loss. 

So  long-suft'ering  producers  aren't 
making  much  money,  especially  those 
that  borrowed  mightily  years  ago  to 
acquire  reserves  at  higher  prices.  Gas 
company  stocks  have  been  laggards  in 
a  powerful  bull  market. 

Will  the  turn  ever  come?  There  are 
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some  encouraging  signs.  Demand  last 
year  rose  by  an  estimated  4.4% — an 
unprecedented  increase  for  a  relative- 
ly warm -weather  year — to  19.6  tril- 
lion cubic  feet,  the  highest  usage  since 
1980.  This  was  pardy  the  result  of 
industrial  users'  switching  to  gas,  a 
trend  likely  to  continue. 

Supply  fell  as  major  producers  gen- 
erally pulled  the  plug  on  new  domes- 
tic exploration.  By  the  latest  count 
only  640  domestic  wells  are  being 
drilled,  the  fewest  since  World  War  II. 
Since  many  gas  fields  peter  out  quick- 
ly, the  effect  of  less  exploration  should 
be  felt  quickly. 

The  federal  government  is  helping 
to  stimulate  demand  with  laws  that 
encourage  the  construction  of  natural 
gas-fired  power  plants  and  the  devel 


opment  of  automobiles  that  use  natu-; 
ral  gas.  Amendments  to  the  federal; 
Clean  Air  Act  can't  help  but  increascf 
the  market  for  gas. 

But  when  will  these  favorable 
trends  translate  into  better  prices?; 
Anywhere  from  six  months  to  four 
years.  Among  the  downside  factors: 
gas  coming  in  from  Canada,  stagnant 
economic  growth  nationally,  which 
retards  industrial  fuel  consumption, 
and  new  pipelines  looking  for  busi- 
ness at  any  price. 

What  all  this  means  is  that  while  the 
bottom  has  certainly  been  touched, 
the  timing  of  an  uptrend  is  almost 
unguessable.  For  investors  that  means 
littie  risk.  With  only  a  few  exceptions, 
asserts  a  report  by  McDep  Associates' 
Kurt  WulfF,  producers  are  trading  for 
far  less  than  the  present  value  of  their 
net  worth.  But  if  the  downside  risk  is 
slight,  the  upside  potential  is  cloudy. 

Under  these  circumstances  gas- 
producing  companies  with  little  di- 
versit\'  and  noncrushing  debt  are 
probably  the  best  investments  right 
now.  Fitting  this  description  are  com- 
panies like  San  Juan  Basin  Royalrs* 
Trust  (97%  of  assets  in  gas,  no  debt, 
recent  price  6),  Cabot  Oil  &  Gas  (94% 
gas,  30%  debt  to  asset  value,  recent 
price  lll'i)  and  .\nadarko  (74%  gas, 
35%  debt  to  asset  value,  recent  price 
2iy4).  For  these  purer  plan's,  fixed 
costs  are  already  covered,  so  the  im- 
pact of  price  increases  is  magnified  on 
the  income  statement. 

Investing  in  cyclical  industries 
w  lien  they  are  decidedly  out  of  favor  is 
the  essence  of  smart  investing.  This 
could  be  the  time  to  do  it  for  natural 
gas — but  don't  be  disapjxiinted  if  the 
turnaround  takes  longer  than  you 
would  expect.  Bl 
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By  tomorrow,  another  country.  And  another  change  in  your  itinerary 

Will  someone  understand  English?  Yes.  At  the  next  stop  are  American  Express  people. 

They're  also  at  1700  other  travel  service  locations  around  the  world.* 

Something  bankcards  don't  have.  You're  not  surprised. 


The  Card. 
The  American  Express' Card. 


Call  1-800-THE  CARD,  to  apply. 
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The  world  discovered  Indian  stocks.  The  Bombay 
exchange  is  booming.  It  looks  definitely  overheated 

Defying  gra^ty 


By  Toddi  Gutner 

The  Bombay  stock  market  has  more 
than  doubled  since  Januar\' — with  the 
17%  devaluation  in  the  Indian  rupee, 
that  translates  to  an  over  90%  jump  in 
U.S.  dollars.  The  price/earnings  mul- 
tiple for  the  market  has  climbed  to  35, 
from  18  a  year  ago. 

"Today  there  is  almost  an  upside 
panic.  People  are  so  scared  to  be  out 
of  the  market,"  says  Madhav  Dhar, 
manager  of  the  $600  miUion  India 
Magnum  Fund. 

What's  happening?  India  is  under- 
going a  massive  overhaul  of  its  cum- 
bersome economy,  until  recently  an 
unhealthy  combination  of  the  worst 
features  of  old-time  British  colonial 
bureaucracy  with  Soviet-st)'le  plan- 
ning and  state  ownership.  For  nearly  a 
decade  successive  governments  have 
whittled  away  at  the  system's  rigidi- 
ties, but  this  year's  budget  takes  a 
giant  leap  toward  a  free  economy.  The 
government  reduced  import  duties 
and  capital  gain  taxes  and  eliminated 
the  ridiculous  and  often  uncollectible 
2.5%  wealth  tax. 

The  wealth  tax  helped  hold  down 
stock  prices  and  made  it  difficult  for 
Indian  business  to  raise  equity  capital. 
"On  tax  assessment  day  you  hoped 
your  share  price  was  as  low  as  possi- 
ble," says  Barry  Sahgal,  the  director  of 
research  at  New  York's  Ladenburg 
Thalmann  &  (>o..  Inc. 
With  confidence  brim- 
ming, middle-class  Indians, 
who  in  the  past  preferred 
real  estate  and  gold  invest- 
ments, are  thronging  into 
the  stock  market. 

The  Indian  government 
is  even  opening  up  a  bit  for 
foreign  portfolio  invest 
ment.  As  recently  as  1986, 
foreign  investors  could  buy 
Indian  equities  only 
through  two  funds  run  by 
Unit  Trust  of  India,  a  $10 
billion  quasi-official  mutual 


India  Magnum  Fund's  Madhav  Dhar 
Bailing  out  of  overvalued  stocks. 


fund  group.  The  Securities  &  Ex- 
change Board  of  India  is  licensing  new 
mutual  fiinds.  These  days  brokers  and 
investment  advisers  are  speedily  filling 
out  applications  to  open  new  funds  for 
foreigners  and  locals. 

Interested  in  getting  into  the  ac- 
tion.^  It's  a  volatile  market,  with  a 
histor)^  of  being  rigged  and  certainly 
no  bargain  now;  Bombay's  Sensiti\e 
Index  is  up  115%  from  2000  to  4300 
since  Jan.  2.  In  short,  India  is  no 
undiscovered  market.  "We  are  tr\ing 
to  maintain  equilibrium  in  a  market 
that  has  defied  gravity,"  says  Mahesh 


Too  spicy 

Fund 

Discount          12-month           Annual 
return            expenses 
per  $100 

India  Growth  Fund 
India  Magnum  Fund 
India  Fund 
Himalayan  Fund 

FiguresasofMar.  31     NA 

23%           122.5%             $2.20 
33             109.6                  1.00 

37  75.7                  1.50 

38  45.3                    NA 

Not  available. 

Sources:  Upper  Analytical  Services,  fates. 

Wide  discounts  on  closed-end  India  funds 

mean  investors  expect  a  drop  in  the  Indian  market. 


Gandhi,  adviser  to  the  Bombay-head| 
quartered  India  Growth  Fund. 

But  it  might  be  worth  saving 
article  and  taking  another  look  ai 
Indian  stocks  if  the  market  come] 
down  sharply  from  these  levels.  Lonj 
range,  India,  with  850  million  peoplJ 
and  tremendous  human  resourcesi 
has  alluring  potential. 

There  are  four  closed-end  ftindi 
shown  in  the  table  that  hold  Indi: 
equities  and  are  available  to  U.S.  in  I 
vestors.  All  sell  at  discounts  to  nej 
asset  values. 

Gandhi's  SI  35  million  Indi; 
Growth  invests  mostly  in  blue  chips] 
picking  from  150  liquid  stocks  wit 
average  market  capitalizations 
about  S400  million.  One  of  India 
Growth's  top  holdings  is  Tata  Engij 
neering  &  Locomotive  (Telco), 
manufacturer  of  commercial  vehicles] 
Earnings  for  Telco's  fiscal  year  endec 
March  1991  were  S46  million  or 
revenues  of  S800  million. 

Gandhi  also  owns  Tata  Iron  &  Steeil 
(Tisco),  India's  largest  privatel\| 
owned  steel  company.  Tisco  had  reve- 
nues of  S700  million  and  earnings  oil 
$55  million  for  the  1991  fiscal  year  J 
Another  favorite  is  Centur\-  TextilesJ 
one  of  India's  top  producers  of  cot- 
ton. Centur\'  exports  over  80%  of  its 
fabric  to  top  French  and  Japanese 
fashion  houses,  like  Christian  Dior 

India    Magnum    Fund    Manageri 
Madhav  Dhar  remained  fully  invested 
until  Apr.  1 ,  when  he  began  selling 
few  stocks  that  he  thinks  have  become! 
over%  alued.  His  portfolio  holds  small 
er  stocks  than  the  other  fijnds  do. 
"India  is  a  vibrant  grass-rcx>ts  capital- 
istic countr)  with  thousands  of  small,! 
emerging  growth  companies,"  says! 
Dhar.  The  average  market  capitaliza 
tion   in    Dhar's   220  stcKkl 
portfolio  is  about  S 1 50  mil 
lion,  \ersus   S500   million! 
for  the  India  Growth  Fund 
and  S400  million  for  thcj 
India  Fund. 

I'hc  youngest  of  the  fourl 
tunds  is  the  S118  million 
Himalayan     Fund,    which 
began  in  1990.  Its  return  in 
the  past  12  months  lagged 
its     competitt)rs\     so     its| 
shares  trade  at  a  steep  38%  i 
discount  to  net  asset  \alue. 
Keep  your  eye  on  India, 
but  don't  aish  to  buv.    ■■ 
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After  spending  a 

billion  dollars,  we've 

got  exactly  what 

you're  looking  for 

At  ITT  Sheraton,  we've 
created  the  perfect  atmosphere 
for  business. 

We  did  it  with  a  new  reservation 
system  that  guarantees  you  the 
room  you  want,  such  as  a 
non-smoking  one.  We  added  more 
standard  features  like  a  coffee 
maker  in  every  room,  guaranteed 
30  minute  room  service,  and  a 
spacious  work  area.  We  renovated 
everything  from  guestrooms  to 
restaurants.  And  we  offer  the  most 
flexible  and  rewarding  frequent 
traveler  program,  ITT  Sheraton 
Club  International. 

Everything  to  serve  you  better. 
After  all,  it's  nicer  to  do  business 
when  things  go  your  way.  For 
reservations,  call  your  travel 
professional  or  800-325-3535. 
We  spent  a  billion  to  make  you 
feel  like  a  million. 


ITT  Sheraton 


ITT  SHERATON  HOTELS  OF  THE  NORTHEAST:  MMNE:  Sheraton  Tara  Hotel.  South  Portland  •  MASSACHUSETTS:  Sheraton  Boston  Hotel  and  Touvrs 
Sheraton  Tara  Hotel,  Braintree  •  Sheraton  Commander  Hotel,  Cambridge  •  Sheraton  Tara  Hotel  and  Resort,  Dani'ers  •  Sheraton  Tara  Hotel,  Framlngham  • 
Sheraton  Needham  Hotel  •  Sheraton  Tara  Hotel.  Newton  •  Sheraton  Springrield  Monarch  Mace  Hotel  •  NEW  HAMPSHIRE:  Sheraton  Tara  Hotel.  Nashua  • 
Sheraton  Portsmouth  Hotel  and  Conference  Center  •  VERMONT:  Sheraton  Burlington  Hotel  and  Conference  Center 
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Price-cutting,  music  videos  and  junk  mail  invade  tlie 
death  business  as  funeral  directors  wrestle  with 
changing  public  tastes  and  shrinking  profit  margins. 

Gash  and  buiry 


■1,2"' 

more 

.£00( 

jwth 
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IT'S  EASY  to  miss  Lloyd  Mandel  Funer- 
al Direction  if  you're  driving  down 
Dempster  Street  in  Skokie,  111. 
There's  no  Gothic  mansion  with 
cream-colored  crepe  in  the  windows. 
Mandel's  establishment  is  in  the  strip 
mall,  next  door  to  a  hearing-aid  cen- 
ter and  just  down  from  the  White  Hen 
Pantry. 

From  his  modest  storefront,  Man- 
del  arranged  365  funerals  last  year,  up 
from  108  in  1989,  when  he  opened 
the  business.  He  says  he's  on  track  to 
do  500  funerals  this  year.  Mandel's 
secret?  He's  cheap. 

Specializing  in  grave  site  services, 
Mandel  doesn't  need  a  fancy  chapel. 
He  rents  space  in  another  funeral 
home  for  body  preparation  and  stor- 
age. He  charges  $1,350  for  a  grave 
site  service.  In  so  doing  he  undercuts 
by  about  $1,000  a  standard  hineral  in 
the  nearby  Piser  Weinstein  Menorah 
Chapels  funeral  home,  where  he  once 
worked  and  where  his  father,  Sey- 
mour, is  a  partner. 

The  elder  Mandel  has  salt  rubbed  in 
his  competitive  wounds  when  he 
opens  the  Chicago  Tribune  three  days 
a  week  and  reads  his  son's  ad  on  the 
obit  page:  "Why  pay  $1,000  to 
$2,000  more  for  a  funeral  home  with 
chapels  if  the  funeral  doesn't  need  to 
be  held  at  the  chapel?" 

One  of  the  last  remaining  family- 
dominated  industries,  the  burial  busi- 
ness is  finally  entering  the  20th  centu- 
ry— price-cutting,  new  "products" 
and  slick  marketing. 

Driving  this  new  promotional  push 
are  some  basic  economics.  Increased 
longevity  has  held  deaths  steady  at  2 
million  per  year  for  the  past  decade. 
Meanwhile,  profit  margins  are  slip- 
ping, as  families  increasingly  reject  the 
costly  pomp  of  traditional  tuncrals. 

Portland  funeral  director  Hllswortii 
D.  Purdy  says  that  in  1978,  82%  of  all 
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;  bodies  he  handled  at  his  compa- 
ss 22  homes  were  embalmed  for 
wing — a  $265  charge  at  today's 
tes;  now  only  30%  are  embalmed. 
|In  the  same  14-year  period,  crema- 
^n  more  than  doubled,  to  almost 
%;  good-bye  to  a  major  part  of  the 
^hly  profitable  casket  business.  Ser- 
es without  a  body  present  climbed 
25%,  while  35%  of  Purdy's  clients 
id  no  service  at  all — meaning  the 
dy  was  taken  directly  to  the  ceme- 


tery or  crematory.  "We  found  the 
economic  underpinnings  of  our  busi- 
ness were  disintegrating,"  says  Purdy. 
So  fiineral  directors  are  looking  for 
new  ways  to  make  money.  Starting  at 
$125,  for  instance,  Namsco  Inc.  of 
Spokane,  Wash,  compiles  a  video 
"tribute"  of  the  deceased's  life,  re- 
plete with  nature  scenes,  fleecy  im- 
ages of  the  deceased's  face — and 
background  music.  A  big  favorite: 
Namsco's  version  of  the  Frank  Sinatra 


The  "Urn  Lady" 
featured  in  IMI 
cremation 
urns'  ads 
Junk  mail  plus 
slick  photography. 
Who  says  sex 
can't  sell  death 
in  marketing 
to  the  trade? 


Lloyd  Mandel's 
Skokie,  IN. 
storefront 
Pushing  a 
no-frills 
approach  to 
grave  site  %er- 
vices.  "Why  pay 
$1,000  to  $2,000 
more  for  a 
funeral  home?' 


classic  "My  Way."  The  videos  are  big 
sellers:  over  $1  million  last  year.  One 
California  mortuar)'  has  even  installed 
a  10-foot-by- 10-foot  screen  to  show 
Namsco's  home  movies. 

Niche  marketing  is  in.  Portland, 
Ore.'s  Little  Chapel  of  the  Chimes 
enthusiastically  pushes  what  it  calls 
"life-centered"  fiinerals.  When 
Thomas  Jones,  formerly  part  owner 
of  the  local  Top-O-Scott  golf  course, 
died  last  month,  the  chapel  custom- 
ized a  $2,500  ser\'icc  for  the  onetime 
2 -handicap  golfer.  Displayed  were 
Jones'  golf  cart  and  clubs,  along  with 
old  school  report  cards,  his  favorite 
salt  shaker — he  was  a  heavy  user — and 
the  scorecards  from  his  retirement 
golf  tourney.  "Everybody  got  a  big 
kick  out  of  all  that  stuff,"  says  his 
widow,  Nancy. 

"What  we're  really  doing  now  is 
event  coordination — just  like  wed- 
ding planners,"  says  Jacquie  Taylor, 
president  of  the  San  Francisco  Col- 
lege of  Mortuar\'  Science. 

Then  there's  Al  Tacker,  owner  of 
Family  Heritage  Casket  Galler\',  an 
entrepreneurial  Memphis,  Tenn.  out- 
fit. Tacker  runs  a  kind  of  casket  dis- 
count house,  selling  16  casket  models 
from  his  storefront  at  substantially 
lower  prices  than  the  local  tiincral 
home  charges.  For  instance,  Tacker's 
top-of-the-linc  stainless  steel  model 
sells  for  $2,200,  but  costs  up  to 
$5,900  at  a  local  fiineral  home;  a  solid 
cherry  casket  with  tuft^ed  velvet  lining 
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Houston's  cut-rate  cremator,  James  Murphy 
Cremation  for  $89&— plastic  urn  included. 


mns  $  1 ,800  at  Tacker's  place,  $3,900 
elsewhere.  Free  delivery,  too. 

Like  Skokie's  Lloyd  Mandel,  Tack- 
er  has  little  overhead,  and  delivers  his 
wares  in  a  Chrysler  van  rather  than  the 
traditional  black  Cadillac.  Tacker  says 
he  takes  a  200%  markup,  versus  up  to 
900%  at  funeral  homes. 

Tacker's  bargain-basement  pitch  is 
consistent  with  the  price-conscious- 
ness that's  been  gaining  momentum 
since  1984,  when  the  Federal  Trade 
Commission  forced  ftineral  homes  to 
itemize  the  price  of  each  component 
of  a  service  instead  of  selling  a  one- 
price  fimeral  package.  The  ruling 
came  in  response  to  complaints  of 
price-gouging  and  preying  on  the 
grief-stricken. 

"Three  years  ago  no  one  shopped 
price,"  says  James  Murphy,  who  runs 
an  $895  no- frills  cremation  ser\'icc  in 
Houston.  Included  in  the  price  is  a 
plastic  container  for  the  "cremains," 
as  they're  called.  Now  he  gets  20  calls 
a  day  on  his  toll  tree  number  asking 
about  rates.  Murphy  says  his  business 
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has  grown  so  quickly  that  he's 
stopped  advertising. 

Aggressive  cremators  like  Murphy 
pose  the  greatest  threat  to  the  tradi- 
tional funeral  business.  In  1990  there 
were  368,000  cremations  in  the 
U.S.— 17%  of  deaths.  That's  up  from 
10%  of  deaths  in  1980,  and  headed 
toward  27%  by  20 1 0,  according  to  the 
Cremation  Association  of  North 
America.  On  the  West  Coast  the  rate 
is  already  over  40%,  while  California's 
superrich  Marin  County  cremates 
close  to  70%  of  its  dead. 

Pricing  is  part  of  the  reason.  For  less 
than  $  1 ,500  you  can  get  a  bare-bones 
cremation  that  involves  a  rental  casket 
for  the  ser\'ice,  cardboard  box  for  the 
final  journey  and  a  functional  plastic 
container  for  the  ashes.  It  costs  about 
twice  as  much  if  the  casket  itself  is 
burned.  "Not  a  month  goes  by  that 
we  don't  pick  up  a  body  off  the  table 
at  a  funeral  home,"  says  Murphy. 
"The  family  finds  out  the  price 
[charged  for  a  regular  funeral].  Mid 
thev  can't  afford  it." 


But  price  is  only  part  of  the  rej 
for  the  cremation  boom.  Crematic 
tends  to  rise  with  age,  education  lev] 
and  income.  The  verv'  elderly  haxl 
often  moved  away  from  their  homtl 
towns  and  families,  and  have  little  t ' 
bind  them  to  the  local  earth.  Crem.i 
tion  also  allows  today's  more  mobi 
families  to  pack  up  their  relative 
when  they  move. 

Smart  business  people  have  four 
ways  to  wring  extra  money  out 
cremations,  however.  Explains  Jac 
Springer,  executive  director  of  th| 
Cremation    Association    of    Nort 
America,   "There's   a  trend   tow; 
more  elaborate  cremation  rituals." 

Patrick  Coffey  has  a  small  real  estat 
business  in  Charlottesville,  Va. 
parents,  who  died  in  1989,  had  want 
ed  their  remains  scattered  in  the  BluJ 
Ridge  Monntains,  but  Coffey  says  hi 
couldn't  decide  on  the  right  spot.  Hil 
wife,  a  potter,  suggested  using  a  tea  I 
spoon  of  his  parents'  ashes  in  one  c| 
her  creations. 

Thus  last  summer  was  born  BluJ 
Ridge  Memorial  Pottery,  which  sclkj 
ash-laden     vases     and     pocket-sir;  [ 


Blue  Ridge  Memorial  Pottery's 

vase  and  touchstone 

A  teaspoon  of  ash  in  every  product. 
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"So,  learn  anything  about  that  company?" 


"/  think  it's  in  trouble'. 


"Shaky  finandals?" 
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"No,  solid  numbers.  And  management'.'         "But...?"         "Technology's  about  to  kill  their  market'.'         "WhoaV 


"In  two  years,  they'd  be  better  off  selling  leisure  suits'. 


"Where  do  you  keep  your  crystal  ball,  anyway?' 


/n/ormafion— complete,  precise,  up- 
to-the  minute.  It's  your  most  powerful 
business  tool.  Find  exactly  what  you 
need  to  know  fast  in  Dialog,"  the  worid's 
first  and  largest  electronic  library.  We 
offer  over  400  diverse,  detailed  data- 
bases readily  accessible  online  via 
computer  and  modem,  many  even 


The  answer  is  in  Dialog. 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


1-800-3-DIALOG 


Outside  U.S.,  415-858  3785.  Fax  415  858  7069. 


Dialog  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  current  news.  From  D&^B, 
SSdP,  Reuters,  Teikoku,  McGraw-Hill, 
Knight -Ridder,  and  many  other  sources, 
many  updated  daily,  ei>en  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 


1.212 


0 1991  Dialog  Information  Services,  Inc.,  3460  HiUview  Avenue,  Palo  Alto,  California  94304  Ail  nghts  rrservrd.  DIALOG  »  a  «:rv,ccm.rk  of  Didog  Information  Scrvicrv  Inc,  Registcrrd  U  S  htcnt  and  Tr«Jema,i  Office 
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touchstones  through  t\*'o-dozen  fu- 
neral homes  across  the  countr\-.  Cof- 
fcy  has  applied  for  a  patent  on  the 
process  and  is  negotiating  with  a  large 
national  funeral  chain  to  c^i^  his  line, 
w-hich  runs  fix)m  about  SlOO  fcM-  the 
touchstone  to  S450  for  a  larger  ce- 
ramic vase. 

Marcel  Hatch,  viho  made  porcelain 
enamel  signs  for  zoos,  is  also  tning  to 
cash  in  on  the  cremation  craze  b>' 
using  a  similar  process  for  funerari- 
ums.  Hatch's  \'ancou\er- based  IMI 
Urns  saturates  the  25,000  North 
American  funeral  homes  on  his  data- 
base viith  frequent  mailings. 

Funeral  dircaors  rccei\e  copies  of 
"Cremation  Chronicles,"  a  \*t>-  look 
at  funerar\-  oddities.  Tasteful  exam- 
ple: the  New  York  biker  wtiosc  gang 
wanted  his  motorc\cle  to  go  up  in 
flames  uith  him.  Hatch  also  rxms  a 
monthh-  "Win  an  um"  contest,  and 
his  promotion  material  features  a 
bare  breasted  "Urn  Lady."  Sa>-s 
Hatch:  "We're  as  much  a  junk  mail 
oudet  as  we  arc  a  manufacturer." 

That's  extreme,  but  oxn  conven- 


tional fimeral  homes  are  getting  dmhc 
promotion-minded.  Vanderh-n  R. 
Pine  took  over  his  famih's  funeral 
business  in  New  Paltz,  N.Y.  and  also 
runs  an  industr\'  consulting  business. 
When  Pine's  great-grand&tfaer  ran 
the  &mih'  business,  he  knew  e\'CfyoDe 
in  town  and  e\-cr\'onc  kneu'  him.  Pine 
concedes  that  same  &miliarit\-  isi't 
possibk  toda\-  v^ith  a  local  populatioa 
that  is  constanth'  changing.  Thus  fu- 
neral directors  simph-  have  to  husdc 
more  to  make  their  names  kiKni'n. 
Mattox-Wood  Funeral  Home  in 
Terre  Haute,  Ind.,  for  instance,  runs 
public  service  commercials  on  local 
tele\ision  stations.  On  Memorial  Dav 
the  ads  eulogize  the  local  u:ar  dead — 
making  sure  that  Manox-Wood's 
name  b  prominent. 

On  a  grander  scale,  giant  ($643 
million  sales  t  Houston-based  Service 
Corp.  International  built  a  ref>lica  of 
the  Vietnam  Wterans  Memorial, 
\<>hich  it  is  exhibiting  around 
countr\' — sponsored  b\-  its  local  m^ 
neral  homes  and  cemetcr.cs.  Bi 
there  are  limits.  "We  can't  vcn 


ad  that  sa>^,  'Big  Sak,'  '^  an 
L.  Wahrip,  SO's  chairman, 
directors  are  abo  pr 
m^^cmsches  as  so-called  gni 
following  up  with 
berca\xd  ^mih*  mcmbeis 
and  on  holiday's 
Infcf  Louisxille  provides  * 
mj   services"    for    1,200 

throu^  "^gricf  resouicc  per 
trained  at  Accord's  Arocric^ 
Academy  and  paid  out  of 
home's  marketii^  budgict. 
the  San  Francisco  Cofi^ 
Science,  they're  stiO 
with  these  cfaai:^cs  as 
lout  a  new  breed  of 
nts  now  sit  through 
g,    management 
along  with  Em 
long  time  thi.  ru 
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'1  want  you  to  be  as  proud  of  your  car  or  truck  as  I  am  to  build  it!' 
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At  Ford  Motor  Company, 
quality  begins  on  the  draw- 
ing board  and  extends  all 
the  way  through  to  dealer 
service.  However,  no- 
where is  quality  more 
important  than  in  the  way 
we  build  our  cars  and 
trucks.  Proof  of  that  is  the 
fact  that  for  11  years  in  a 
row  Ford  Motor  Company 
has  designed  and  built 
the  highest  quality  Amer- 
ican cars  and  trucks*— 
and  that's  a  lot  to  be 
iroud  of. 
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Ford  •  Lincoln  •  Mf  rrurv  •  Ford  Tnirks 


Uuckle  up  Together  we  can  save  lives  Always  insist  on  genuine  Fold  Motor  Company  collision  repair  pans 

Based  on  an  average  ot  ownei-reported  problems  in  a  series  of  surveys  ol  81  91  models  designed  and  built  in  North  America 
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M  e   fi  s     CO  M 


Linking  a  communications 
system  that  extends  around  the 
globe  is  a  job  that  demands  a 
world-class  player. 

So  when  Sea-Land  Service, 
Inc.,  looked  to  upgrade  its 
international  communica- 
tions network,  the  company 
it  looked  to  was  ROLM* 

"Our  greatest  business  opportunities  lie 
in  the  Asia-to-Europe  routes,"  says  Albert 
Forestier,  Sea-Land's  director  of  communica- 
tions. "Obviously,  we  needed  a  partner  with 
global  presence.  And  between  ROLM's  own 
expertise  and  that  of  its  parents,  IBM  and 
Siemens,  we've  brought  the  whole  world  with- 
in reach." 

The  largest  U.S.-flag  intermodal  transporta- 
tion company  in  the  business,  Sea-Land  han- 
dles customer  service  at  more  than  50  locations 
worldwide.  To  help  field  the 
calls,  customer  service  repre- 


sentatives are  supported  by 
a  Voice  Response  Unit  that 
responds  to  customers  in 
any  of  five  languages,  thus 
eliminating  the  need  to 
maintain  multilingual  staff. 
The  company  also  uses  a 
ROLM  PhoneMail*  hub  to 
speed  information  to  thou- 
sands of  customers  regarding  their  shipments' 
status,  24  hours  a  day. 

Says  ROLM  account  executive,  Mike  Buckley: 
"We've  given  Sea-Land  a  reliable,  expandable, 
hands-off  system  that  gets  their  customers 
directly  to  the  information  they  need  -  no 
matter  where  they're  located." 

To  learn  more  about  our  entire  array  of 
ROLMCenter  solutions,  call  (800)  624-8999 
ext.  235  (Voice  access)  or  (203)  849-6833 
(TDD  access). 

We  ask  better  questions. 
You  get  better  answers. 


An  IBM  and  Siemens  Company 


ROLM  and  Phon»Mall  an  raglstared  trBdematlis  of  ROLM  Systoms  C  1992  ROLM  Company 
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How  the  biggest  trader  of  Treasury  issues  is  forcing  a 
shakeout  in  the  obscure  world  of  interdealer  brokers. 

Squeeze  play 


By  Matt  Rees 

When  it  comes  to  exercising  raw 
clout  in  the  marketplace,  few  brokers 
can  approach  the  leverage  of  Liberty 
Brokerage  Inc.  The  firm  trades  about 
$1  trillion  of  U.S.  Treasury  securities 
each  year — more  than  any  other  bro- 
ker. And  it  is  systematically  squeezing 
out  the  competition  in  the  $2.5  tril- 
lion Treasurys  market  with  aggressive 
price-cutting. 

What  makes  Liberty  so  powerful  is 
that  it  is  owned  by  a  consortium  of  big 
primary  dealers.  Formed  six  years  ago, 
Liberty  came  into  being  because  the 
Salomons  and  Merrill  Lynches  want- 
ed to  save  money  on  their  interdealer 
commissions.  WHiat  better  way  to  do 
that  than  to  create  your  own  commis- 
sion-cutting interdealer  broker? 

And  that's  just  what  Liberty  has 
done.  Last  year  Liberty  halved  the 
cost  of  a  trade  to  an  average  of  $19  per 
•$1  million  of  Treasurys.  Moreover, 
the  firm  started  offering  free  trading 
to  any  customer  afi:er  the  first  $10 
billion  of  trades  per  month.  That  has 
the  effect  of  capping  each  of  Liberty's 
owner's  commission  costs  at 
$190,000  a  month — an  amount  part- 
ly rebated  through  what  Liberty  Chief 
Executive  Thomas  Wendel  calls 
"double-digit  returns  on  equity." 

The  result:  Liberty's  market  share 
among  interdealer  brokers  rose  to 
63%  last  year,  a  giant  leap  from  2 1  %  in 
1990.  Allan  Rosenberg,  head  ofTrea- 
sury  at  Midland  Bank,  which  does  not 
belong  to  the  consortium,  complains 
that  Liberty's  pricing  has  enabled  the 
big  dealers  to  dictate  fees  that  all 
brokers  can  charge.  "You've  really 
given  the  dealer  community  more  and 
more  control  over  their  destiny,"  Ro- 
senberg says. 

Already,  one  competitor,  Chapdc- 
laine  &  Co.  Government  Securities, 
has  gone  out  of  business.  Chapdelaine 
tried  to  cut  costs  with  an  automated 
trading  system,  but  the  big  dealers, 
which  had  no  stake  in  the  firm,  ig- 
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nored  it.  "We  could  have  changed  the 
whole  marketplace,"  says  Michael 
Franzese,  Chapdelaine's  former  presi- 
dent. Speculation  is  that  other  firms 
could  follow  in  Chapdelaine's  wake. 
To  keep  its  market  share  fi-om  falling 
fiirther,  closely  held  rmj  Securities 
recently  cut  its  commissions  below 


dealers  that  own  Liberty  stopped 
trading  with  the  firm,  rmj's  market 
share  slumped  to  10%  from  30%. 

Liberty  itself  is  now  trying  to  place 
its  screens  directly  into  the  hands  of 
institutions.  Two  years  ago  it  paid 
$4.7  million  to  buy  out  the  founders 
of  Market  Vision  Corp.,  an  analytics 
service.  The  unit  now  has  65  subscrib- 
ers and  recendy  signed  up  Fidelity 
Investments  and  Harvard  Manage- 
ment Co. 

Liberty's  aggressive  moves  are  be- 
ginning to  come  under  scrutiny.  Last 
month  the  House  Subcommittee  on 
Telecommunications  &  Finance 
asked  the  Securities  &  Exchange 
Commission  to  prepare  a  report  to 
Congress  on  the  interdealer  system — 


Liberty's,  offering  free  trading  afi:er 
only  $8  billion  of  trades  in  a  month. 

But  that  desperation  move 
squeezes  RMj's  margins  to  the  limit. 
"Last  year  was  a  very  predatory  year, 
and  1992  is  shaping  up  the  same," 
says  rmj's  Frederick  Edwards. 

Liberty  is  also  trying  to  get  control 
of  the  distribution  of  the  dealers' 
prices  to  money  managers.  Inter- 
dealer brokers  function  as  clearing- 
houses by  providing  bond  quotes  to 
the  big  firms'  trading  desks  on  elec- 
tronic screens.  Four  years  ago  RMJ 
tried  putting  its  price-quote  screens  in 
banks,  mutual  fiind  firms  and  other 
institutions.  What  happened."  The  big 


focusing  on  Libert>''s  ownership  and 
trading  dominance.  Among  other 
things,  the  subcommittee  sought  the 
SEC's  opinion  as  to  whether  Libert>''s 
ownership  creates  "at  least  the  ap- 
pearance of  a  conflict  of  interest  that 
could  be  damaging  to  the  integrity  of 
the  market." 

Last  November  Cantor  Fitzger- 
ald— which  is  among  the  biggest  in- 
terdealer brokers — complained  in  a 
30-page  letter  to  the  Justice  Depart- 
ment's antitrust  unit  about  Libert>''s 
pricing  policies  and  its  ownership. 
Justice  won't  comment  on  what,  if 
anything,  is  afoot  in  terms  of  a 
probe.  ^ 
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I  S     NOT    I  N 


How     Fast 


AN      INVESTMENT 


Accelerate 


BUT      HOW     WELL 
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it    Performs 


OVER      TIME. 


TIME  not  TIMING.  That's  how  we  MAKE  our 
INVESTMENT  DECISIONS.  While  others  might 
have  an  EYE  for  a  QUICK  RETURN.  54  years 
experience  has  taught  us  that  AN  INVESTMENT 
CONSTANTLY  nurtured,  and  CAREFULLY  steered, 
should  PAY  OFF  HANDSOMELY  in  the  LONG 
RUN.  SOMETHING  our  1.7  million  INDIVIDU- 
AL INVESTORS  and  over  200  INSTITU- 
TIONAL CLIENTS  appreciate. 


-I-  Putnam 


A       TIME-HONORED 

TRADITION 
IN     MONEY     MANAGEMENT 


The    Putnam    Companies 
One    Post     Office    Square,     Boston    MA0S109. 


*  ■♦-♦-♦"♦"♦-♦-♦-♦-«;«>4>-«^^ 


t-4H»^»-»<><M»"»H»H»»(»«(»»(»H».(»^^  ^ 


Roger  Breezley  is  the  epitome  of  the  old-fashioned 
banker.  Maybe  that's  why  U.S.  Bancorp  has  a 
high  return  on  assets  and  low  loan  losses. 

No  chest-beater 


By  John  H.  Taylor 

Several  YEARS  AGO  one  of  U.S.  Ban- 
corp's  branch  managers  was  so  out- 
raged by  a  landscaping  bill  that  he 
fired  the  lawn-care  outfit  and  cut  the 
grass  outside  the  branch  himself  each 
weekend  with  his  own  mower. 

From  such  loyalty  and  attention  to 
costs  grow  sound  companies.  This 
helps  explain  why  Pordand, 
Ore. -based  U.S.  Bancorp,  the 
last  major  independent  bank  in 
the  Pacific  Northwest,  is  a 
strong  and  profitable  institu- 
tion. Though  its  $19  billion  in 
assets  make  it  the  country's 
32nd-largest  bank,  U.S.  Ban- 
corp ranked  10th  in  return  on 
assets  in  1991. 

A  high  tribute  comes  from 
Jon  Christoffersen,  the  former 
president  of  Rainier  National 
Bank  in  Seatde,  who  competed 
with  U.S.  Bancorp  in  the  1980s 
before  leaving  to  become  presi- 
dent of  First  Nationwide  Bank  in 
San  Francisco.  "This  is  a  very 
aggressive,  very  smart  bank," 
Christoffersen  says.  "The  guys 
who  run  that  bank  don't  waste  a 
penny." 

Roger  Breezley,  U.S.  Ban- 
corp's  amiable  54-year-old  chief 
executive,  does  have  an  uncom- 
mon amount  of  respect  for  the 
old  penny.  Paul  Devore,  his  chief 
financial  officer,  pores  over  doz-  ^M 
ens  of  randomly  selected  ex- 
pense accounts  each  month. 

Nor  does  Breezley  moan  about 
regulations  keeping  his  bank  out  of 
promising  businesses.  "If  wc  did  ev- 
erything well  that  wc  arc  empowered 
to  now,  we'd  have  more  than  enough 
to  keep  us  f    sy,"  he  says. 

One  way  he  keeps  busy  is  by  con- 
stantly trying  to  improve  operations. 
After  entering  Washington  State  in 
1987,  for  example,  Breezley  and  his 
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fellow  managers  refijsed  to  unveil  new 
products  or  expand  lending  until  they 
had  spent  18  months  tightening  the 
credit  controls  of  the  three  banks  they 
acquired,  merging  the  loan,  trust  and 
deposit  divisions,  installing  new  man- 
agement and  consolidating  the  banks' 
computer  and  data  processing  sys- 


U.S. 
One 


Bancorp's  Roger  Breezley  and  Edmund  Jensen 
eye  on  profits,  the  other  on  cutting  costs. 


tems.  "We  lost  some  market  share  to 
clean  up  the  operations,"  concedes 
U.S.  tiancorp  President  Edmund  len- 
sen,  "but  you  can't  scr\e  people  until 
you  have  the  systems  in  place." 

Breezley  puts  hea\y  stt)re  on  ex 
pandiiig  existing  business  at  the  same 
time  he's  growing  the  bank  through 
acquisitions.  In  its  home  state  t>f  Ore 
gon,  U.S.  Bancoqi  has41%t)fall  bank 
deposits.  In  Washington  vState  it  has 


\ 
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15%,  and  since  die  end  of  1988  th 
Washington  bank's  assets  have  grow: 
37%,  to  S5. 5  billion. 

While    Breezley    is    interested 
growth,  he  stubbornly  refiises  to  ge 
carried  away  by  the  current  enthusi 
asm  for  mergers  and  acquisitions.  H< 
was  outbid  in  March  by  rival  KeyCoq 
for  Puget  Sound  Bancorp,  a  S5  billioi 
(assets)  Tacoma,  Wash. -based  bank 
The  acquisition  would  have  raisetisfK* 
U.S.  Bancorp's  market  share  in  Wash ,  nkol 
ington  to  about  24%  of  all  bank  dc 
posits  and  given  it  a  much  needei 
presence  in  Tacoma.  U.S.  Bancorj 
also  failed  in  several  attempts  to  buV 
banks  in  fast-growing  Idaho,  refiisinj 
to  pay  the  premium  it  would  take. 

U.S.  Bancorp  did  sign  an  agreef 
ment  in  Februar)-  to  buy  59  branches 
in  Nevada  and  northern  Californii 
that  B^nkAmerica  is  divesting  ai 
part  of  its  Securit\'  Pacific  acqui- 
sition. The  deal  is  key  to  Breez- 
ley's  plan  to  build  a  bank  with 
S4  billion  in  assets  in  northern 
California  within  five  years 

But  instead  of  risking  over- 
paWng  for  acquisitions,  U.S; 
Bancorp  is  slyly  courting  Bank- 
America  and  Securin.'  Pacific 
customers  who  Breezley  feels 
are  being  ignored,  as  the  banks 
go  through  a  lengthy  merger. 
No  doubt  Breezley  is  a  pru 
dent  lender.  At  the  end  of  199lJ-^ 
nonperformers  totaled  2.75%  ot"  k«^ 
all  loans  and  real  estate  ow  ned, 
tar  less  than  the  national  average 
of  3.7%. 

Montgomer\'  Securities  bank 
analyst  J.  Richard  Fredericks 
calls  U.S.  Bancorp  "the  Rtxiney 
Dangerfield  of  banking."  U.S. 
Bancorp's  fans,  like  Fredericks, 
note  that  the  stcxk  traded  re- 
cently at  S22  a  share,  1 .5  times 
b<.x>k  value,  well  bcUnv  Ke\ 
Coqi's  1.7  times  Ixx^k  v.ilue  or 
WachoNia  Corp.'s  2.  Neither 
bank  came  close  to  matching 
U.S.  Rancoqt's  1  O^'V  return  on  assets 
in  1991. 

No  res^xrct.'  Bree/ley  shrugs.  "I 
guess  it's  Ixrcause  we  don't  have  any 
sizzle.  We're  not  into  bearing  our 
chests  and  calling  attenriiMi  ti>  our- 
selves like  stMue  i>f  mir  rivals."  He's  UK) 
bu.sN  checking  out  thcxsc  cxixm-se  ac- 
counts and  tning  to  lure  cuslomet^ 
fnim  his  comjvtiti>r^.  ^ 
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How 'ttiE  Bank  Of  BosTd^ 
D  Anacomp  Rche  Into 

A$50Q000Satngs. 


Managing  costs  in  a  tough 
Jisfconomy  is  a  way  of  business  at 
ank  of  Boston,  a  $32  billion  retail 
ank  with  offices  worldwide. 

Inundated  by  an  expensive  tidal 
L  ►  ave  of  paper,  the  bank  invited  us 
)  tackle  the  problem. 

They  challenged  us  to  develop 
n  information  storage  and  retrieval 
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Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6" 
sheet  of  microfilm  that  holds  up 
to  700  pages  of  information.  In 
most  cases,  fiche  can  be  retrieved 
and  used  more  quickly  than 
competing  media  such  as  mag- 
netic tape  and  optical  disc.  Most 
important,  savings  in  the  cost  of 
paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the  most  cost- 
*  effective  way  to  store  and_ 
retrieve 
data. 


system  that  would  meet  the 

following  criteria: 
t^  Demonstrate  significant  and 
measurable  savings. 
>^  Be  the  most  cost-effective 
solution  and  work  in  conjunction 
with  emerging  technologies. 
>^  Improve  customer  service 
and  enhance  graphic  replication 
of  reports  and  statements. 
>^  Satisfy  "total"  bank  needs, 
not  merely  selected  applications 
and  locations. 
>^  Gain  the  enthusiastic 
endorsement  of  all  user  groups 
within  the  bank. 
>§^  Stop  the  flood  of  paper! 
Our  winning  recommendation, 

encompassing  Anacomp's  unique 

micrographic  hardware,  software 


and  service  solutions,  met  and 
exceeded  all  of  the  criteria.  The 
Bank  of  Boston  saw  improvement 
in  information  distribution,  storage 
and  retrieval  and  achieved  a  cost 
savings  in  manpower,  space  and 
paper  that  exceeded  5500,000  in 
the  first  year. 

Michael  Simmons,  EYP  with 
the  Bank  of  Boston,  suggested 
'Anacomp  should  botde  its  solution 
and  make  it  widely  available."  That's 
why  we  decided  to  run  this  ad;  we 
listen  to  our  customers. 

Let  us  'Anacomp  your  company." 
To  find  out  how,  contact  P  Lang 
Lowrey  SVI^  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Adanta,  GA 
30305,  or  caU  (404)262-2667. 

SiiaCGiiiP 

The  Image  Of  The  Future 


fACOMP 
YOIR 
COMPANY 


The  labor  unions  are  losing  members  and  clout,  but 
they  still  have  a  friend  in  Washington:  the  taxpayer- 
supported  National  Labor  Relations  Board. 

Make  them  all 
form  unions 


By  Janet  Novack 

To  ENCOURAGE  safety  awareness, 
company- sponsored  labor/manage- 
ment safety  committees  at  Du  Font's 
Chamber  Works,  N.J.  plant  passed 
out  T  shirts,  coolers  and  driving 
gloves  to  employees  in  early  1990. 

A  commendable  blow  for  worker 
safety?  Not  according  to  the  National 
Labor  Relations  Board's  general 
counsel.  The  nlrb  lawyers  have  ac- 
cused Du  Pont  of  breaking  the  law. 
How  can  promoting  worker  safety 
count  as  breaking  the  law? 

Welcome  to  the  Kafkaesque  world 
of  the  federal  bureaucracy.  The  nlrb 
lawyers  say  that  Du  Pont  broke  the 
law  because  handing  out  gifts 
"changed  the  terms  and  conditions  of 
employment"  at  the  plant.  And  such 
changes  required  negotia- 
tions with  the  union  there.      — ""^ 

Don't  laugh.  You  could 
be  next. 

Du  Pont  points  out  that 
joint  labor/management 
safety  committees  are  en- 
couraged by  another  arm  of 
government,  the  Occupa- 
tional Safety  &  Health  Ad- 
ministration. No  soap.  Du 
Pont  has  been  hauled  up 
before  an  nlrb  administra- 
tive law  judge.  His  decision 
is  pending. 

And  so  it  seems  that  un- 
der past  NLRB  rulings,  many 
of  the  estimated  30,000 
employee  involvement  pro- 
grams that  companies  have 
set  up  in  recent  years  to 
improve  quality',  productiv- 
ity and  safetv  arc  ver\'  likely 
illegal. 

"As  the  law  stands,  it's 


hard  to  advise  employers  that  any 
form  of  employee  involvement  or 
quality  circle  is  safe  from  an  unfair 
labor  practice  charge,"  says  Don 
Zimmerman,  a  Seatde  lawyer  and  for- 
mer NLR3  member. 

It  all  stems  from  a  section  of  the 
National  Labor  Relations  Act  of  1935 
designed  to  oudaw  sham  company 
unions.  In  1990  an  nlrb  administra- 
tive law  judge  found  that  employee 
committees  set  up  at  the  Elkhart,  Ind. 
plant  of  Electromation  Inc.  violated 
the  law.  Last  September,  in  an  unusu- 
al proceeding,  the  nlrb  used  that  case 
to  hear  broad  arguments  on  when  a 
management/worker  committee 
crosses  the  line  and  becomes  a  forbid- 
den employer- dominated  union. 


m 
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Business  lawyers  argued  that  mo 
ern  worker  involvement  programs  a  | 
a  far  cry,  in  both  structure  and  inter 
from  the  company  unions  the  law ' 
meant  to  bar.  That's  certainly 
but  unions,  everywhere  on  the  defc) 
sive,  choose  to  see  in  the  committeci 
challenge  to  their  claims  to  be  excH 
sive  representatives  of  the  workcii 
The  unions  argue  that  it  is  illegal  foi  I 
company  to  set  up  or  dominate  ;;  IH^^ 
employee  committee  that  "dcf 
with"  management  on  terms  ar 
conditions  of  employment.  The  faf  soUT 
that  there  are  so  many  of  these  cor 
mittees,  union  lawyers  say,  is  simp 
because  they  have  yet  to  be  ch*, 
lenged  case  by  case. 

What  would  wave  a  magic  wan 
over  these  committees  and  mal 
them  instantiy  acceptable  to  tl 
unions  and  their  friend  in  Washinj 
ton?  Oh,  you  guessed!  Yes,  put  tl: 
workers'  side  under  the  labor  unionr' 
control.  And  what  of  the  88%  of  tt 
U.S.  private  work  force  who  haven 
chosen  to  be  represented  by  union- 
Let  them  form  unions,  reply  tfc 
unions.  "That's  an  advantage  l 
unionization  that's  perfecdy  apprc 
priate,"  says  Anton  Hajjar,  an  atto 
ney  for  the  365,000-member  Amer 
can  Postal  Union.  The  Postal  Unic 
is  quite  frank  that  it  wants  the  excli 
sive  right  to  speak  for  the  workers  o 
all  topics.  In  a  brief  to  the  nlrb,  Hajj; 
added:  "A  timeless  ev 
^~^^  f  lurks  behind  this  new,  fas! 
I  ionable  trend  called  err 
ployce  involvement." 

The  unions'  argumer 
will  be  familiar  to  anyon 
w  ho  has  w  atched  dictator 
-al  regimes:  You  have  n 
need  to  talk  directly  to  th 
people  because  we — th 
government  or  the  unior 
or  the  party — speak  in  th 
name  of  the  people. 

It  seems  likely  that  o 
this  issue  the  taxpayer-suj: 
ported  NLRB  will  rcmai 
captive  to  its  pro-union,  ar 
tiquatcd  mindset  and  \\i 
rule  against  business.  S 
Representative  Steve  Gun 
derst>n  [  R-Wis. ),  tor  one,  i 
proj-Kxsing  an  amendment 
to  the  1935  Act  if  the  Ni  R 
rules  against  employee  in 
vt^lveinent  ci>mmittccs 


174 


Forbes  "May  11.  W^ 


'OU'VE  ALWAYS  LOOKED  GOOD  IN  BLACK.  Its  a  color  that's  the  very  soul  of 


sophistication  and  style.  One  that's  quite  appropriate  for  the  latest  Mazda  Miata.  A  car  whose 


arfc 
aJti  ' 
ate 


technical  sophistication  has  drawn  rave  reviews.  And  whose  style  has  been  hailed  as  classic  in  its 
own  right.  &G  As  with  every  Miata,  the  thrills  are  built  in.  You'll  cut  and  thrust  in  city  traffic  or  carve  up  a 
^  I  mountain  highway  with  equal  skill,  all  accompanied  by  the  throaty  growl  of  a  tuned  exhaust.  The  scent  of 

cm  t: 
ini|  II 

'^  leather  and  the  exhilaration  of  top-down  driving  make  the  sports  car  experience  complete.  IBI3  So  whether 


you're  out  for  a  day  in  the  country  or 
a  night  at  the  opera,  you'll  find  this 


Miata  well-suited  to  the  occasion. 


THE  MAZDA  MIATA 

'Named  a  "  '92  All-Star"  by  Automohile  Magasine 

and  one  of  the  "Ten  Best  Qxrs"  by  Ca*"  and  Driver. 

The  black  Miata  comes  with  a  tan  interior  and 
"I  leather  seats'  and  available  BBS*  ailoy  wheels. 
1     Plus  a  36-month/50,000-miIe,  no-deductible 

twarranty.  See  dealer  for  limited-tuornmty  detculs. 

To  arrange  a  formal  introduction,  simply  call 
^     1'800'639'1000. 

'Seals  upholstered  in  leather  except 
on  rear  side  of  seatback  and 
]l       other  minor  arecu. 
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It  lusT  Feels  Ric.HT. 


W  i  KTrtJ.  ~.v*¥;  j. 


Last  year  the  Super  50  bosses  earned  $152  million, 
for  an  average  compensation  of  $3  million. 

The  biggest 
bosses 


By  Susan  Chin 

Proxy  statements  are  still  trickling 
in,  but  we  already  know  how  much 
the  Super  50  paid  their  chief  execu- 
tives last  year.  These  are  the  compa- 
nies with  the  highest  composite  rank- 
ings among  the  Forbes  500s  (Apr. 
27).  As  we  figure  it,  the  50  companies 
paid  their  chief  executives  a  grand 
total  of  $152  million,  $3  million  each 
on  average. 


If  you  believe  the  early  reports  as 
published  elsewhere,  Coca-Cola 
Chairman  Roberto  Goizueta  pocket- 
ed $86  million  last  year,  but  these 
reports  are  wrong.  Forbes  figures  he 
earned  far  less — about  $5  million. 
Why  the  difference?  That  other  $81 
million  is  highly  iffy.  Coca-Cola's 
board  awarded  Goizueta  1  million 
shares    of  restricted    stock,    worth 


around  $81  milhon  at  current  prices 
But  these  shares  don't  vest  unti 
1996,  and  who  knows  what  Col 
stock  will  be  worth  then?  MucF 
more?  Much  less?  To  value  thes< 
shares  now  and  assume  Goizueta  gc 
the  money  last  year  is  misleading,  tc 
say  the  least. 

By  our  methodolog),  Richard  L 
Gelb,  head  of  Bristol-Myers  Squibb 
is  the  highest-paid  ceo  on  the 
below.  Gelb  received  SI 2. 8  millior 
last  year,  S9  million  from  stock  gains 
Gelb's  1991  pay  helped  make  him  thi 
highest-paid  Super  50  boss  over  the 
past  five  years.  His  five-year  tota 
compensation:  S36.6  million. 

Although  the  Super  50  executive 
are  richl\-  rewarded,  none  came  close  t( 
being  the  best-paid  boss  in  America  b\ 
Forbes  reckonings.  Based  on  earl\ 
proxy  returns,  Anthony  J.F.  O'Reilly  oi 
H.J.  Heinz  is  a  strong  contender  foi 
that  tide.  O'Reill)'  was  paid  S75  million 
last  \ear,  but  his  company  didn't  d 
well  enough  to  make  the  Super  50 


Pay  preview:  What  the  biggest  corporation 

IS  paid  their  chief  exe< 

:utives 

Company/chief  executive 

Salary  -i- 

Total  compensation 

Company/chief  executive 

Salary  -i- 

Total  compensation        | 

bonusl991 

1991 

1987-91 

bonus  1991 

1991 

1987-91 

(Sthousands)- 

($thousands>- 

Bristol-Myers  Squibb/Richard  L  Gelb 

$2,051 

$12,788 

$36,639 

Pacific  Telesis  Group/Sam  Ginn 

$1,114 

$2,106 

$8,371 

Merrill  Lynch/Daniel  P  Tully 

4,973 

9,514' 

NA 

Procter  &  Gamble/Edwin  L  Artzt 

1.684 

2.056 

5.801* 

Exxon/Lawrence  G  Rawl 

1,813 

9,358 

19,390 

American  IntI  Group/Maurice  R  Greenberg 

1.950 

1.950 

9.774 

RJR  Nabisco/Louis  V  Gerstner  Jr 

3,179 

6,970 

NA 

PepsiCo/D  Wayne  Calloway 

1.912 

1.916 

8,390 

Anheuser-Busch  Cos/August  A  Busch  III 

1,879 

6,682 

31.008 

GTE/Charles  R  Lee 

1,416 

1.895' 
1.794 

NA 
5.603t 

General  Electric/John  F  Welch  Jr 

3,207 

5,101 

28,750 

Chevron/Kenneth  T  Derr 

1.386 

Mobil/Allen  E  Murray 

2,040 

4,743 

20.186 

American  Express/James  0  Robinson  III 

1,625 

1.781 

22.007 

Coca-Cola/Roberto  C  Goizueta 

3,142 

4,657 

28,924 

Philip  Morris  Cos/Michael  A  Miles 

1,777 

1.777 

NA 

JP  Morgan  &  Co/Dennis  Weatherstone 

2,060 

4,133 

8,164* 

Cigna/Wilson  H  Taylor 

1.342 

1.646 

5.763t 

ITT/Rand  V  Araskog 

2,800 

4,129 

21,421 

Nynex/William  C  Ferguson 

1.215 

1.639 

4,303* 

Sara  Lee/John  H  Bryan 

1,751 

4.039 

21,401 

Amoco/H  Laurance  Fuller 

1,302 

1.616 

NA 

BankAmerica/Richard  M  Rosenberg 

1,600 

4,016 

6,964* 

Xerox/Paul  A  Allaire 

1.083 

1.608 

NA 

Atlantic  Richfield/Lodwrick  M  Cook 

1,674 

3,842 

14,686 

Kmart/Joseph  E  Antonini 

1.546 

1.577 

6.213 

Waste  Management/Dean  L  Buntrock 

1,100 

3.842 

29.509 

Pacific  Gas  &  Electric/Richard  A  Clarke 

1.444 

1.471 

4.340 

NationsBank/Hugh  L  McColl  Jr 
Texaco/lames  W  Kinnear 

2,000 
1,667 

3,538 
3,415 

10,167 
13,399 

US  West/Richard  D  McCormicH 
BellSouth/John  L  Clendenin 

660 

1.435 

NA 

1.356 

1.403 

7.770 

Merck/P  Roy  Vagelos 

3,344 

3,350 

25.712 

El  du  Pont  de  Nemours/Edgar  S  Woolard  Jr 

1,356 

1.383 

6.830t 

Hewlett-Packard/John  A  Young 

1,535 

3,144 

18,426 

Minnesota  Mining  &  Mfg/livio  D  OeSimone 

585 

1.38P 

M 

American  Tel  &  Tel/Robert  E  Allen 

2,061 

2.935 

11.266 

Dow  Chemical/Frank  P  Popoff 

1.069 

1.331 

9.520 

Bell  Atlantic/Raymond  W  Smith 

1.453 

2,77* 

8.820t 

Boeing/Frank  A  Shronti 

1.188 

1.228 

6.342 

Southwestern  Bell/Edward  E  Whitacre  Jr 

1,380 

2,547 

6,208* 

Southern  Co/Edward  L  Addison 

972 

1.034 

4,155 

Sears,  Roebuck/Edward  A  Brennan 

980 

2.464 

9.839 

SCEcorp/John  E  Biyson 

810 

968 

NA 

Johnson  &  Johnson/Ralph  S  Larsen 

1,253 

2.417 

7,222t 

Aetna  Life  &  Casualty/Ronald  E  Compton 

779 

809* 

NA 

Federal  Natl  Mortgage/James  A  Johnson 

1,080 

2.353 

NA 

Wal-Mart  Store&'David  D  Glass 

710 

747* 

10471t 

Ameritech/William  L  Weiss 

1,270 

2.227 

9,887 

Loews/Laurence  A  Tisch 

339 

394 

1.554 

'1989-91,    1 1988-91.    'New  chief  executive;  compensa 

ion  IS  tor  another  executive  office 

,    •'Prior-year  data     NA  Not  applicable  because  chief  executive  has  been  ir«oH»c«l«s  than 

three  years. 

1 
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^unusual 
ut  lliis  man^  counter? 


^,  it^  net  an  aberration  of  Newtonian  physics. 

This  man^  computer  stays  attached  because  he's 
iig  it.  That's  right,  wearing  it. 

With  the  introduction  of  PalmPAO:  GRiO  has 
IKJ  far  more  than  just  a  new  pen  computer.  Vlte've 
t  e  new  standard  for  data  collection  applications. 

ftankly.  nothing  is  easier  to  use.  Entenng  data. 
i  ng  graphics  and  capturing  signatures  is  a  snap. 

And  PalmPAO  is  light.  Only  2.8  pounds. 


M,  it's  tough  enough  to  withstand  a  3  foot  drop 
without  suffering  brain  damage. 

GRiO  PaimPAO  also  features  a  large  baddit  screen. 
Plus,  it^  MS-DOS*  compatibia  So  you  can  customize 
software  applications  in  no  time  at  all. 

And  because  PalmPAD  was  designed  to  accommo 
date  either  a  modem  or  a  spread  spectrum  radio,  your 
wori(  force  will  become  a  mobile  communications  center 

Does  this  mean  the  end  is  near  for  paper  fonns 


and  conventional  handhelds'?  We  think  so. 

Because  whether  your  mobile  work  force  collects 
data  on  their  feet,  or  hands  for  that  mattw.  nothing  im- 
proves the  speed  and  accuracy  of  collecting  inbrmation 
like  PalmPAD.  For  more  informaton.  call  800-222-GRiD. 
And  hear  about  the 
computer  that's 
turning  an  industry 
on  its  head. 


GRip 


n  Vi<.n.' i'.^r;n.^lnn.  »21Uatmn«  BoulMnl  PO  SaiiaOl  FnaaM.  U 94U7'S0O3  Fgi  MbrMlian « Cndt  Ul  BOO  38; OIH  In  Emvt  In  «  <i »•  U (  im4l  Olin>t0«i6  hv  SoA Aovu.  Am  f^^'^ 

OI892.  GniOSvMnCapHMn  NaPW)  a  i  tndawt  il  CAO  $*«■«  C«»Man  W  mm  tmt>  m  mtm^^  *  tm  mm 
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When  you've  got  a  very  short  time  to  sell  a  lot  of  produc 


C  Wl  PanKiePuNk-ations.  Inc 


you  want  a  magazine  that  works  immediately. 


Holiday  gifts.  Holiday  foods.  Holiday  spirits.  You  name  it.  When  it's  in  Parade  right  before 

the  holiday,  it  reaches  all  your  prospects  right  before  the  holiday.  That's  because  Parade  reaches  all 

its  readers  in  hours,  reaches  them  all  precisely  when  they're  primed  to  buy. 


PARADE 

All  70  million  readers  in  just  48  hours. 


■i/vu^-f  •TT'ii^sr,  "■•)•:.?' 


COMPUTERS/COMMUNICATIONS 


Japan  is  years  behind  the  U.S.  in  marketing  software 
programs  and  in  networking  personal  computers. 
Masayoshi  Son,  one  of  Japan's  brightest  young 
entrepreneurs,  intends  to  change  all  that. 

Hot  hands 


By  Andrew  Tanzer 

Startup  companies  are  rare  in  Ja- 
pan's personal  computer  industr\'. 
Not  so  in  the  software  business. 

One  of  the  hottest  hands  in  soft- 
ware these  days  is  Masayoshi  Son,  34, 
the  founder  and  president  of  Softbank 
Corp.  Son,  a  Japanese -born  ethnic 
Korean,  has  built  Softbank  into  Ja- 
pan's leading  distributor  of  packaged 
software  programs,  the  leading  com- 
puter magazine  publisher  and  a  PC 
software  venture  capital  firm.  Son, 
soft-spoken  but  energetic,  describes 
his  company  to  an  American  this  way: 
"We're  a  mixture  of  Zift'-Davis,  Mi- 
cro D  and  Kleiner- Perkins." 

Founded  just  ten  years  ago,  Soft- 
bank had  sales  of  about  $340  million 
in  the  year  that  ended  in  March;  sales 
are  expected  to  exceed  $400  million 
this  year.  Son,  who  owns  90%  of  the 
stock,  plans  to  take  the  company  pub- 
lic over  the  next  year — conditions 
permitting  on  the  currently  weak  To- 
kyo stock  market.  With  pretax  mar- 
gins of  5%,  Son  could  become  an 
instant  centimillionaire. 

When  he  was  19  and  working  on  an 
undergraduate  degree  in  economics 
at  the  University  of  California  at 
Berkeley,  Son  invented  an  electronic 
translating  device.  He  hired  some 
Berkeley  professors  to  produce  a  pro- 
tot\'pe,  patented  it  and  sold  it  to  Sharp 
Corp.,  which  used  it  to  develop  the 
Sharp  Wizard.  Some  of  the  money 
Son  received  from  Sharp  he  spent  on  a 
Porsche.  But  he  also  formed  a  compa 
ny  that  developed  and  sold  more  than 
$1  million  of  computer  games  and 
gadgets. 

After  a  postgraduate  year  in  Japan, 
Son  founded  Softbank  in  1981  in 
Fukuoka — later  moved  to  Tokyo — 
with  an  investment  of  $80,000.  He 
had  considered  software  develop 
mcnt,  bur  saw  an  c\en  bigger  oppor 


tunit\'  in  distributing  other  program- 
mers' products.  "There  were  no  dis- 
tribution channels  in  Japan,"  he  says. 

Son  became  the  exclusive  supplier 
of  software  to  Joshin  Denki,  then  the 
largest  PC  dealer  in  Japan,  and  the 
exclusive  distributor  for  Hudson 
Software,  the  largest  Japanese  soft- 
ware vendor.  Early  products  were 
mostly  hobb)'  and  game  programs, 
but  Son  quickly  added  word  process- 
ing, spreadsheet  and  database  pro- 
grams to  his  growing  line.  Today 
Softbank  adds  about  1 ,000  new  pack- 
ages a  month  to  its  lineup. 

Son's  publishing  house  puts  out  14 
computer  magazines  with  a  com- 
bined unaudited  circulation  of  2.1 
million  and  has  published  300  books. 
The  magazines  rather  shamelessly 
promote   products   Son   distributes. 


Masayoshi  Son.  president  of  Softbank  Corp, 
A  profitable  mix. 


Postcards  are  bundled  with  the  magaB 
zines,  and  Son  says  the  editors  gel 
back  30,000  a  month  with  readersB 
comments  on  software  productsB 
"It's  almost  a  real-time  voice  ftoni 
users,"  he  says.  I 

To  a  Westerner  it's  also  a  rath  J 
blatant  case  of  conflict-of-intercsB 
publishing,  but  Japanese  publisherB 
operate  by  different  rules.  I 

On  the  venture  capital  side  of  hifl 
business.  Son  matches  U.S.  soft^vaiJ 
vendors  with  Japanese  partners — in 
some  of  which  Softbank  holds  equitjB 
stakes — to  adapt  application  package! 
for  the  Japanese  market.  SoftbaiM 
topically  earns  a  commission  from  thd 
matchmaking  and  distributes  the  lofl 
calized  products.  I 

Son  is  a  big  fan  of  .Ajnerican-macM 
software,  and  among  Japanese  hc*a 
not  alone.  He  estimates  that  foreign-1 
origin  software  now  accounts  for  SUk 
of  packaged  software  sold  in  Japan! 
but  at  least  50%  of  turnover.  He  sayJ 
that  Japan  is  three  years  behind  thJ 
U.S.  in  the  penetration  of  Microsoft' J 
Windows,  so  recenth'  he  has  helpedl 
distribute  Windows-based  applica-I 
tion  programs.  In  three  \ears.  Son! 
predicts,  the  penetration  of  WindowJ 
applications  will  reach  80%  of  sales.    I 

Son's  biggest  deal  to  date  was  bro-l 
kering  the  formation  of  Novell  Inc.*9 
1990  joint  venture  to  create  a  Japa-I 
nese  network  operating  system.  Soft -I 
bank  took  a  26%  stake  (Novell  holds 
54%),  and  Son  convinced  five  hard-l 
ware  competitors — NHC,  Fujitsu,  To-I 
shiba,  Sony  and  Canon — each  to  takel 
a  4%  stake  in  the  venture.  These  giants! 
have  since  announced  different  bun 
compatible  localized  versions  of  No-J 
veil's  system.  Many  analysts  bclievcl 
the  system  will  become  the  Japanese! 
standard  for  networking  systems.        I 

This  ctnild  be  a  huge  business  forj 
N\>\  ell  and  tor  Softbank.  Son  reckons| 
that  Japan  is  at  least  tuc  years  bchindi 
the  U.S.  in  hcx^king  up  rx.:s — ov\\\{ 
about  3%  of  the  ci>untr\'s  Pt's  arc 
networked,  compared  with  an  esti 
mated  50%  in  the  U.S. 

Son   readily  credits   much   ot    his- 
success  to  his  .-Kmerican  cxjx'ricncc. 
"If  I'd  stayed  in  Japan  I  would  havcj 
been  shv  about  speaking  up  and  tak 
ing  action,"  he  says,  addmg  that  he 
wiHiId  h.ue  lx*en  afraid  to  make  mis 
takes,  'in  our  industrv',  making  small 
mistakes  is  like  | paving  tor]  R&iv''iB 


182 


Forbes  "Mav  11,  1992 


'  •  ftjging  •  Sofelfee  Cc 


/ 


1^ 


BSeTiiconCcrcs  •  inregrofed  Circoirs  • /.'c--:  -  es  •  COMPONENTS*  Embedded  Conrrollers  •  Microprocessoi 


THE  ONE  STANDARD 


The  <e  symbol  represents  Six  Sigmo'^  quolify  It's 
Q  stofisticol  terrrj  defining  o  poth  to  perfection.  And 

KECOC3NIZED  WOKLDWIDE.   employees  throughout  the  world 

We  hove  set  our  sights  extremely  high,  engaging  in  o  quest  for  perfection  that  will  r»ever  end. 
'>lot  even  when  we  reach  Six  Sigma  quality  Because  we  believe  we  con  olv^ys  uncover  r>ew  ways 
3  improve  our  products.  Moking  them  better.  Producing  them  faster.  Lowering  the  cost  to  the 
x/stomer.  Thot's  the  esserKe  of  rer^ewal.  It's  o  commitment  to  constontly  reevaluate  and  sharpen 
Dur  business  processes.  A  commitment  that  allows  us  to  anticipate  solutions  to  product  and  service 
■>eeds.  Which  con  only  rrxike  our  customers  hoppier. 

Andthot.of  course.  meor»s  the  world  to  Motorola.  /AAN 

For  mone  inforrrxDtion  about  the  principles  that  guide  us,  coll  Ky    MOTOROLA 

Q  copy  of  "The  New  Truths  of  Quality  "  at  1-800-352-8062.  ^-"^ 


i 


Moiorola  ond  %o»  tiodeoxxte  o»  Atoioiokx  loc  C 1992  Motofoto.  Inc 


Quoliry Means  The  World  To  US'" 


COMPUTERS/COMMUNICATIONS 


Computers  can  go  down,  telephone  lines  can  get  cut, 
power  lines  can  get  flooded  out.  For  the  public,  an 
annoyance;  for  a  trader,  disaster. 

Lights  out 


By  Toddi  Gutner 


Monday,  Aug.  13,  1990.  It  is  a  light 
trading  day  on  Wall  Street.  Traders 
are  glued  to  their  computer  screens 
when  suddenly,  near  lunchtime,  the 
computer  screens  in  Manhattan's  fi- 
nancial district  go  dark.  Cause  of  fail- 
ure: a  fire  at  Con  Edison's  Seaport 
substation. 

What's  the  damage?  Given  that 
traders  collectively  make  $15  billion 
or  so  per  year  for  their  firms,  one  day's 
outage  would  have  an  opportunity' 
cost  of  several  tens  of  millions  of 
dollars.  Beyond  that,  there  is  the  risk 
in  open  positions  from  half-executed 
trades  and  the  lost  goodwill  of  frus- 
trated clients. 

It  has  dawned  on  bond,  currency, 
commodity'  and  institutional  ec]uit>' 
traders  that  they  can't  stand  the  risk  of 
outages  posed  by  Manhattan's  aging 
infrastructure.  Backup  power  supplies 
in  the  trading  room  cover  some  of  this 
risk,  but  they  do  not  cover  a  power 
outage  at  a  telephone  company 
switching  station,  a  crash  in  phone 
company  software  or  an  accidental 
severing  of  a  fiber  cable  by  a  const  rue - 
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tion  worker. 

The  solution  is  a  redundant  trading 
system,  situated  a  few  miles  away. 
That's  why  114  banks,  brokers  and 
insurance  firms  decided  to  create 
what  you  might  call  a  N'irtual  Wall 
Street  in  downtown  Brooklyn.  In  a 
commercial  neighborhood  not  far 
from  the  Brooklyn  Bridge,  the  con- 
sortium is  building  a  35,000-square- 
foot  trading  room  with  250  seats.  In  a 
crisis,  roomfuls  of  Wall  Streeters  will 
file  into  taxicabs,  take  a  ten- minute 
ride  across  the  East  River  and  pick  up 
where  they  left  ofl~ 

Why  hasn't  something  like  this 
been  done  before.^  For  reasons  of 
technology  and  mone\'.  Ten  years  ago 
a  duplicate  trading  room  would  have 
demanded  the  leasing  of  a  full  com 
plement  of  private  lines  for  each  trad 
er  that  might  use  it.  The  telephone 
bills  for  the  idle  lines  w tnild  have  been 
astronomical. 

Nowadays,  pri\ate  lines  are  not 
separate  strands  of  copper;  they  are 
merely  instructions  in  the  complex 
software     that     controls     telephone 
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switches.  Thus,  it  is  possible  for  tl 
same  trading  seat  to  ser\e  several  d 
ferent  potential  users.  Pressing  a  fc 
buttons  is  enough  to  reconfigure  tl 
trading  turret  with  the  right  lines 
other  traders. 

Suppliers  to  the  traders'  conso 
tium  are  the  Contingency'  Tradir 
Facility,  an  ad  hoc  group  of  investoi  . 
and  Metropolitan  Fiber  Systems,  i  / 
telephone  bypass  firm  based  in  Oa 
brook  Terrace,  111.  Bxpass  usually  r 
fers  to  schemes  by  business  custome 
to  end-run  exorbitant  rates  for  loc 
telephone  ser\'ice.  Here  the  motiv 
tion  is  risk  control  rather  than  ra 
reducdon.  The  cost  of  the  tradir 
room,  which  should  be  ready  by  ear. 
next  year,  will  probably  be  at  least  S 
million. 

Organizers  are  still  trying  to  rour 
up  customers.   The   Chicago   Riv 
flood  that  knocked  out  a  lot  of  futun 
trading  in  mid-April  has  turned  into 
great  selling  tool. 

Wall-Street-in- Brooklyn  will  be  d« 
signed  to  duplicate  a  trader's  ow 
environment.  Each  desk  will  hav 
three  market  data  feeds  (Renter:  i\Sl 
Telerate  and  Quotron;  others  may  t'  ^\ 
requested),  a  personal  computer,  t\v.  ^h 
or  three  video  screens  and,  most  in- 
portant,  a  60- button  digital  tradirr 
console  that  will  be  preconfigure- 
with  a  trader's  private  line  connei 
tions  to  clients  and  other  traders, 
typical  Treasun*  bond  trader,  for  ej 
ample,  has  at  least  30  of  these. 

The  trunk  line  from  Manhattan  t 
Brooklyn  will  be  two  fiber-optic  c. 
bles,  each  carr\  ing  672  voice  circuit 
Rerouting  during  an  emergency 
done  by  softw  are  and  electronic  coi 
trois,  will  take  place  within  five  mir 
utes.  Previously,  the  only  way  t 
sw  itch  phone  lines  w  as  to  yank  cable; 
"It's  like  the  difference  between  coi( 
recting  a  mistake  on  a  manual  upi 
w  riter  with  w  hite  out  i>r  using  a  wor 
processor,"  says  Richard  Kozak,  Met 
ropolitan  Fiber  Systems'  senior  \ic 
president  for  development. 

Customers  can  buy  guarantee 
seats  in  the  trading  nx^m — somethin 
like  resened  parking  spaces — : 
S 1 1 ,000  per  vear  each,  or  shared  slot 
at  S4,000  to  $6,000.  The  latterwill  b 
shared  b\  traders  from  different  part 
of  Manhattan,  so  that  there  isn't  to- 
much  risk  they  will  experience  a  disa> 
ter  simultaneously.  ■ 
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Have  Arrived. 


dBFast 


Introducing 
new 

dBFast.™ 
The  first  and 
only 
dBASE™ 
compatible 
database  and 
wBASE/X-Base  language  for 
/Windows.  It's  the  fastest, 
3;martest  and  easiest  way 
or  millions  of  users  and 
evelopers  to  join  the 
iWndows  revolution. 

Graphical,  colorful  dBFast 
ivill  bring  new  life  to  all  of  your 


HI- 


FONT  lOABCabc 

FONT  1 1  ABCabc 


(•■I  utii* 

f(mi  14  Ait«:4fc 


FONT  4ARC.i(H 


FONI  15  ABCabc 


dBFast  helpsyou  create  powerful,  graphical  database  applications  quickly  and  easily  with 
pull-down  menus,  check  boxes,  radio  buttons  and  even  bitmap  images. 


Your  applications  will  really  come  to  life 
with  multiple  colors  andjonts. 

existing  dBASE  programs. 

Liven  them  up  with  multi- 
ple, movable  windows,  pull- 
ifdown  menus,  check  boxes,  dia- 
\  log  boxes,  radio  buttons,  push 
•  buttons  and  bitmap  pic- 
tures. 


dBFast  also  helps 


Microsoft* 
WDMDOVSt- 


you  create  new  dBASE 
programs  quickly  and  easily 

Unlike  other  Windows 
development  systems  that  force 
you  to  learn  a  new  language, 
dBFast  allows  ■naHl 

dBASE,  Fox  and       BmBSi 
Clipper  developers    BfcBiifiBfiS 
to  use  the  lan- 
guage they  already 
know  with  more  than  200 
extensions  and  an  interactive 
editor,  compiler  and  linker. 

And  full  industry  standard 
DDE  and  DLL  protocols  allow 


your  programs  to  communicate 
with  other  Windows  applications. 

Socalll-800-CALLCAI 
and  we'll  rush  you  a  free  Demo 
Disk. 

Call  right  now. 

After  all,  haven't  you  waited 

long  ^  ^ 

enough?    (i|OMPLrrER 

/■SSOaATES 

Software  superior  by  design. 


©Computer  Associates  International,  Inc..  1  Computer  Associates  Plaza,  Islandia  NY  11788-7000.  All  trade  names  referenced  herein  are  trademarks  of  their  respealvc  companies. 
dBASE  is  a  registered  trademark  of  Ashton-Tate  Corporation. 
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If  a  sore  won't  heal,  it  could  be  because  the  body  can't 
get  its  own  medicine  to  the  injury.  Curative  Technologies 
aims  to  give  the  body  a  delivery  vehicle. 

Healing  poweirs 


By  Steve  Kichen 

Patient  Carmen  D.,  57,  a  diabetic, 
tripped  and  banged  his  foot.  Within 
three  weeks  two  of  his  toes  were 
infected. 

His  doctors  recommended  ampu- 
tation of  the  leg  above  the  knee.  But 
D.'s  wife  learned  about  a  wound-care 
center  that  opened  in  a  Mount  Ver- 
non, N.Y.  hospital  in  1988.  The  cen- 
ter combines  conventional  surgical 
treatments  with  a  wound-healing 
drug  called  Procuren,  made  to  order 
for  each  patient.  "The  vascular  sur- 
geon at  the  wound  center  did  a  bypass 
the  next  day  and  they  had  to  amputate 
two  toes,"  remembers  Mrs.  D.  "But 
Procuren  saved  the  leg." 

Anecdotal  evidence,  to  be  sure,  but 
there  are  a  lot  more  anecdotes  where 
that  one  came  from.  The  company 
that  has  patents  pending  on  the  tech- 
niques used  in  curing  wounds  with 
Procuren,  Curative  Technologies, 
now  runs  38  wound-treatment  cen- 
ters in  U.S.  hospitals.  The  treatment 


has  been  shown  to  be  effective  in 
some  double-blind  evaluations  (in 
which  neither  the  doctors  nor  the 
patients  know  when  Procuren  and 
when  a  dummy  medicine  is  being 
applied).  Some  much  bigger  compa- 
nies— notably  Johnson  &  Johnson 
and  Amgen — are  developing  related 
products  for  wound  repair. 

Curative  Technologies'  approach  is 
to  extract  from  a  patient's  blood  cer- 
tain growth  factors  that  trigger  a  heal- 
ing reaction,  then  apply  those  factors 
to  a  festering  sore  that  isn't  getting  a 
rich  enough  blood  supply  to  receive 
them  the  natural  way.  The  competing 
approach  is  to  manufacture  these 
growth  factors  with  recombinant- 
DNA  technology. 

If  either  of  these  technologies 
works  as  well  as  is  hoped,  it  will  bring 
relief  to  a  neglected  and  dispirited 
subgroup  of  the  chronically  ill.  These 
are  mostly  old  patients  with  poor 
circulation  or  debilitated  blood  ves- 


Curative  TiHhi    I         iounder  David  Knighton 
Helping  the  patient's  blood  help  the  patient. 
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sels  (usually  from  diabetes)  for  whoi 
minor  bruises  and  bedsores  becon 
chronic  and  then  perhaps  permanei 
injuries.  At  least  2.5  million  Amer 
cans  suffer  from  nonhealing  wound 
Last  year  about  100,000  of  them  ha 
a  lower  leg  amputated. 

When  a  healthy  person  is  injure* 
blood  immediately  flows  to  th 
wound  and  blood  platelets  accumt 
late  at  the  site.  Through  a  series  i 
reactions  between  the  injured  tissi 
and  the  blood,  a  blood  clot  forms  an 
stops  the  bleeding.  The  platelets  als 
release  growth  factors,  which,  in  tun 
attract  white  blood  cells,  fibrobla 
cells  and  endothelial  cells. 

White  blood  cells  destroy  foreig 
bodies  and  help  break  away  dead  tij 
sue.  Fibroblasts  play  a  role  in  rebuil<^  j^ 
ing  damaged  connective  tissue.  Dm  mess 
ing  later  stages,  new  cellular  growth  ii  liic 
the  dermis  and  epidermis  layers  of  th 
skin  tills  in  the  damaged  area.  End(^  J 
thelial  cells  form  new  blood  vessels 

Ten  years  ago,  while  doing  his  sul  "^ 
gery  residency  at  the  Uni\ersit)'  C[ 
California  in  San  Francisco,  Dr.  Davu 
Knighton    began    imestigating    thf  cof 
healing  process.  Knighton  theorize^  *^, 
that    some    people    suffered    tror 
chronic  wounds  not  because   the 
bodies  didn't  make  wound-healin 
substances  but  because  ample  quanOi  Idn 
ties  of  these  substances  were  unable  t 
reach  the  wound  site.  Knighton  isc'  "^ 
lated  and  concentrated  wound-heal   ^. 
ing  factors  in  one  patient  with  weak!  ' 
ened  circulation  and  then  topicalFT 
applied  them  to  his  wounds.  Th 
application    seemed    to    speed    u 
wound  healing. 

While  at  the  Universit>'  of  Minne- 
sota, Knighton,  now  43,  publishc 
papers  explaining  his  discover)'.  H 
also  lined  up  some  venture  capita^ 
from  Medical  Innovation  Partners  i: 
Minnetonka,  Minn,  and  founded  Cu 
rative  Technologies.  .\n  executivffc\ 
iiired  away  from  Pfizer  runs  Curative^ 

It  can  be  murderously  expensive  t^  ^ 
dexelop  a  new  drug  these  days,  bu 
CXiratixc  has  two  things  going  for  it 
One  is  that  KniiihtcMi's  druu  needs  n<. 
F\H)d    &:    Drug   Administration   ap]  l 
proval,  since  it  is  nt>thing  but  a  puri»  |j 
fied  extract  from  the  patient  himscH'  i^ 
riie  other  is  that  investors  are  crar 
tor  medical  research  sttKks  these  days 
even  after  the  recent  correction  in  xh 
sector.  C^irati\c  raised  $24  millioi 
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I^HE  PFIZER  HEALTHCARE  SERIES 


Chest  pains 
that  don't  rest . . . 


even 


when  you  do, 


. 


icture  the  following  situations: 

DU  are  sitting  at  home,  relaxed,  when  suddenly  there's  a  painful 
ghtness  in  your  chest.  Minutes  later  the  pain  is  gone.  You  find 
lat  the  same  pain  comes  and  goes  from  day  to  day.  Sometimes 
e  pain  occurs  under  the  same  circumstances,  sometimes  not. 
ike  on  your  walk  to  work  in  the  morning,  but  not  when  you 
alk  home  in  the  evening.  Some  days  you  feel  the  pain,  other 
ays  you  don't.  It's  a  worrying,  cramp-like  discomfort  in  the 
est. 

The  pain  just  described  could  be  mixed  angina.  It's  character- 
!cd  most  commonly  by  the  unpredictable  nature  of  the  occur- 
nce  of  pain.  Medical  researchers  have  developed  a  checklist  of 
inical  clues  to  help  diagnose  mixed  angina. 
For  instance,  if  you  experienced  chest  pains: 
at  rest,  or  even  during  sleep. . . 
at  varying  levels  of  exertion  {your  ability  to  perform  the  same  physi- 
cal tasks  chan£jesfrom  day  to  day) . . . 
I  at  specific  times  each  day  usually  in  the  mcrming... 
i  upon  exposure  to  cold. . . 
under  emotional  stress.. . 

ill  your  symptoms  point  to  mixed  angina.  A  checklist  of  clues 
ike  this  could  be  tne  most  important  element  in  making  the 
liagnosis.  Because  with  mixed  angina,  it  is  when  you  feel  the  pain 
hat  is  most  important.  And  even  if  you  have  already  been  cliag- 
losed  as  having  angina,  you  should  report  any  of  the  above  clues 
o  your  doctor  because  treatment  can  be  very  different. 

^at  causes  the  pain  of  angina? 

The  pain  occurs  when  the  heart  muscle  does  not  get  enough 
)xygen-rich  blood.  In  some  forms  of  angina  this  happens  when 
ht  heart  muscle  cannot  get  all  the  oxv'gen  it  demands  because  of 
'atty  obstructions  that  nave  formed  in  the  coronary  arteries, 
Slocking  the  flow  of  blood.  But  mixed  angina  is  different. 
Because  along  with  fatty  obstructions,  in  a  person  with  mixed 
'angina  a  temporary  squeezing  or  narrowing  of  the  coronary 
artery  will  occur  TTiis  narrowing  of  the  vessel  wall  decreases  the 
IPow  of  blood  to  the  heart  muscle  causing  pain.  The 
medical  term  for  it  is  vasoconstriction.  Vasoconstriction  blocks  the 
tlow  of  oxygen -rich  blood  to  the  heart  muscle.  The  presence  of 
vasoconstriction  explains  why  mixed  angina  can  occur  for  no 
apparent  reason — at  rest,  or  even  during  sleep. 

^Vhat  kind  of  pain  is  it  exactly? 

Most  p>eople  experience  anginal  pain  as  a  heaviness,  pressure,  or 
fullness  in  the  chest,  sometimes  extending  into  the  left  shoulder 
and  arm,  even  the  jaw.  Sometimes  it's  just  a  feeling  of  "indiges- 
tion," discomfort,  or  shortness  of  breath  and/or  fatigue. 


Can  mixed  angina  be  treated? 

Yes.  There  are  specific  types  of  treatment  for  this  kind  of  angina. 
If  you  were  diagnosed  as  having  mixed  angina,  your  physician 
may  suggest  that  you  lose  weight,  avoid  stressful  situations  and 
stop  smoking.  A  program  of  rest  and  relaxation,  together  with 
correct  diet  and  exercise  may  be  helpful.  And  there  are  medicines 
that  both  effectively  improve  the  blood  supply  to  the  heart  mus- 
cle and  reduce  the  heart's  demand  for  ox)'gen.  But  before  your 
doctor  can  correctly  diagnose  mixed  angina  and  begin  treatment, 
he  or  she  needs  important  information  from  you. 

You'd  need  to  carefully  describe  precisely  when,  where  and 
how  you  felt  the  pain,  and  what  you  were  doing  when  it 
occurred.  Details  that  may  seem  unimportant  to  you  could  be 
very  important  to  vour  doctor.  Keep  a  complete  list  of  the  occur- 
rences of  pain,  because  it  will  help  you  answer  questions  when 
you  visit  your  doctor's  office.  Remember — the  variabilit\'  of  time 
and  circumstances  of  occurrence  of  your  pain  provides  the  key. 

Don't  forget,  only  you  can  provide  your  doctor  with  the  nec- 
essary information.  But  you  also  have  an  important  support  sys- 
tem to  help  you  manage  mixed  angina.  We  call  it... 

Partners  in  Healthcare. 

You  are  the  most  important  partner. 

Only  you  can  spot  the  symptoms  and  report  them  to  vour  phy- 
sician. And  it's  you  who  must  decide  to  accept  the  guidance  and 
counseling  of  your  physician,  pharmacist  and  other  healthcare 
professionals.  When  medicines  are  prescribed,  only  vou  can  take 
them  as  directed. 

Your  doctor  interprets  the  symptoms,  orders  your  tests,  and 
makes  the  diagnosis. 

Your  phvsician  also  prescribes  the  best  program  of  therap\'  for 
you,  including  the  most  effective  medication — considering  each 
drug's  characteristics — and  monitors  vour  progress. 

All  those  who  discover,  develop  and  distribute  medicines 
complete  the  partnership. 

Pfi/.cr's  oneoing  research  brings  w>\.\  essential  medicines  for  a  wide 
ranee  of  diseases.  Through  development  of  these  and  man\  other 
medications,  alone  \\  irh  providing  imfxirtant  healthcare  infor- 
mation, we  are  fulfilling  our  responsibilir\  as  one  of  \c)ur  partners 
in  healthcare. 

For  reprints  of  this  Healthcare  Series  nicssajjc,  imrr.  Pharmaceuticals 
Group,  Pfizer  Inc,  P.O.  Ba\3852A,  Grand  Central  Sratuw,  \cw  York, 
NT  10163. 
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A  PARTNER  IN  HEALTHCARE' 


SCIENCE  &  TECHNOLOGY 


When  the  skin  is 
cut,  blood 
platelets  rush  to 
the  wound  site  and 
form  a  scab.  The 
platelets  also 
release  growth 
factors  that 
stimulate  other 
cells  to  repair  the 
damaged  skin, 
connective  tissue 
and  blood 
vessels.  Chronic 
sores  develop 
when  poor 
circulation 
prevents  growth 
factors  from 
reaching  the 
wound  site. 
Procuren,  a  topical 
application  of 
concentrated 
wound-healing 
factors  isolated 
from  a  patient's 
own  blood,  is  now 
being  used  to 
treat  such  wounds. 
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^Epidermis 


-Dermis 

-White  blood  cells 

-Blood 


Severed  blood 
vessel 


■Subcutaneous 
tissue 


Scab 


-New  epidermal 
cells  filling  gap 

-White  blood  cell 

-Fibroblasts  form 
new  collagen 
fibers 

-Cut  ends  of 
vessel  growing 
toward  each  other 

-New  collagen 
fibers 


last  June  in  its  initial  otVering  at  $7.50. 
It  coiikl  raise  more  now  if  it  needed 
to.  The  stoek,  at  a  recent  1 1%,  puts  a 
$114  million  valuation  on  a  firm  that 
lost  $1.6  million  on  $19.S  million  in 
.sales  in  1991.  Knighton's  piece  of  the 
action  is  worth  $5  million. 

To  produce  Procuren,  a  C"urati\e 
Technologies  wound  center  takes  half 

1.S8 


a  pint  of  blood  from  a  patient.  The 
blood  is  centrifuged  to  isolate  blood 
platelets  and  the  platelets  are  treated 
with  thrombin,  a  li\er  deri\ed  en 
/yme  that  plays  an  important  role  in 
blood  clotting.  Thrombin  stimulates 
the  platelets  to  release  wound  healing 
factors.  Kniu,hton  savs  there  are  at 
least    three    groups    in    PrcKuren:    a 


growth  factor  that  stimulates  the  di\' 
sion  of  fibroblast  cells;  an  epiderm 
growth  factor  that  stimulates  the  di\ 
sion  of  new  skin;  and  an  angiogenes 
factor  that  promotes  the  growth  ( 
new  blood  vessels.  A  single  bloc 
donation  from  the  patient  is  enoug 
to  supply  one  application  of  Procure 
each  day  for  three  months,  which  i 
how  long  it  can  take  to  clear  up 
difficult  sore. 

Each  of  Curative's  wound  clinics- 
a  new  one  opens  even,'  month — is 
collaborative  venture  with  a  hospitaj 
Curative  employs  four  or  five  peopl 
as  administrators,  technicians  an< 
salesmen,  while  the  hospital  pro\ide 
the  doctors  and  nurses.  Hospitals  pa 
Curative  a  one-time  startup  fe< 
($50,000)  plus  about  565,000  a  year 
The  company  also  charges  the  hospi: 
tals  for  the  Procuren. 

Procuren  is  no  silver  bullet  thai 
eliminates  expensive  surgical   treat 
ment.  On  the  contrary',  patients  a 
these  wound  centers  often  need  s 
grafts  or  removal  of  dead  tissue, 
well  as  reconstruction  of  blood  \'es 
sels.  Only  half  the  patients  that  com(| 
to  the  wound  care  centers — thosi 
with  deep,  festering  wounds — receiv 
Procuren.  In  fact.  Curative  may  neve 
get  patent  protection  for  its  Procuren 
so  the  sen  ice  aspect  of  the  business 
may  become  more  important  in  the 
long    run.    Costs    can    range    fronr 
$7,500  for  a  simple  case  to  as  much  as 
$25,000  for  patients  who  need  a  lot  ol 
surger\';  Procuren,  if  used,  runs  an 
average  $4,000  per  patient.  So  tai 
many  insurers,  including  several  state 
Medicare   programs,  are   willing  tc 
foot  these  bills,  despite  the  somcw  hai 
experimental  nature  of  what  gtKS  on 
at  a  wcnmd-control  clinic. 

If  and  w  hen  the  growth  factors  that 
Curative,  Amgen,  Johnson  &  U^hn- 
son  and  Chiron  are  working  on  prove 
themselves,  they  may  have  applica- 
tions beyond  the  wound  market.  The 
angiogenesis  factor,  tor  instance, 
might  be  used  to  enhance  healing  ot 
surgical  wounds.  Knighti>n  says  that 
Curative's  scientists  ha\  e  isolated  and 
.s\nthesi/ed  the  angiogenesis  poly- 
peptide molecule  and  ha\  e  applied  for 
patent  protection  on  it.  fhe  healing- 
tactor  field  seems  full  of  promise,  e\  en 
though  Ctiraiive  lechnologics  may 
cuk.\  up  being  overshadowed  bv  its 
larger  competitors.  ^ 
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"If  our  copiers  are  working, 
our  people  are  working." 


■phe  performance  of  your 
1  high-volume  copying  systems  is 
ital  to  the  productivity  of  your 
rganization. 

That's  why  we're  proud  to 
tfer  The  Corporate  Line  of  highly 
)roductive  high-volume  copying 
stems— copiers  uniquely 
reated  for  the  demands  of  companies  like  yours. 

The  Corporate  Line,  featuring  the  NP  9800  and  our 
lew  NP  6060,  was  designed  for  durability  day  in  and  day 
3ut.  These  copiers  take  productivity  beyond  delivering  mor^ 


THE  CORPORATE  LINE 


copies  per  minute.  With  fast  first  copy 
speeds  so  your  people  spend  less  time 
completing  short  runs.  Sophisticated 
document  handling  and  finishing  capa- 
bilities for  complete  stapled  sets  at 
the  touch  of  a  button.  And  innovations 
like  the  largest  paper  capacities  in  the 
industry  so  your  people  spend  less  time 
at  the  copier,  and  more  time  working. 

The  Corporate  Line,  from  Canon.  For  ten  years, 
America's  §\  copier  company.  And  now  the  new  power  in 
high-volume  copying.  Call  1-800-OK-CANON. 


"  i»92Canon  U.S.A.,  Inc. 


Canon 


INSIGHTS 


SCIENCE  &  TECHNOLOGY 


Score  one 
for  AT&T 


COMMENTARY  BY  PETER  RUBER 


Peter  Huber,  a  senior  fellow  of 
the  Manhattan  Institute,  is  the  author 
of  Galileo's  Revenge:  Junk  Science 
in  the  Courtroom  (Basic  Books). 


A  COUPLE  OF  WEEKS  ago  AT&T  an- 
nounced a  set  of  three  new  electronic 
chips  for  ramming  pictures  down  cop- 
per wires.  Other  companies  are  racing 
to  complete  work  on  competing  de- 
signs. By  next  year  the  chips  should  be 
widely  available,  for  a  few  hundred 
dollars.  Great  for  AT&T,  but  these 
chips  may  spell  financial  disaster  for 
people  in  the  business  of  hauling  in- 
formation rather  than  squeezing  it. 

Start  with  some  rough  numbers.  A 
full-motion  color  video  signal  repre- 
sents a  cataract  of  information.  If 
transmitted  digitally,  the  signal  re- 
quires 10  million  to  100  million  bits 
of  data  transmission  per  second.  An 
ordinary  voice  telephone  line,  howev- 
er, can  carry  data  at  a  rate  no  more 
than  one-thousandth  as  great. 

Now  look  to  the  future.  The  tele- 
phone network  is  going  digital,  and 
that  will  boost  the  data -carrying  ca- 
pacity of  existing  wires  by  about  a 
factor  of  ten.  The  "existing  wires" 
part  is  important:  The  key  net\N'ork 
changes  required  for  the  coming 
world  of  the  "integrated  services  digi- 
tal network"  are  made  in  electronics 
situated  in  the  central  office  and  on 
customer  premises.  No  streets  need  to 
be  dug  up,  no  wires  pulled  through 
ducts  and  ceilings. 

That  still  leaves  the  telephone  line 
underpowered  by  about  a  factor  of 
100  for  ftill-motion  color  video.  Now 


another  technology  comes  to  the  res- 
cue: data  compression.  A  combina- 
tion of  microprocessors  and  clever 
mathematics  is  making  it  possible  to 
convert  cataracts  of  raw  video  data 
into  trickles  of  highly  compressed  in- 
formation. So  we  are  approaching  the 
point  where  the  telephone  network 
could  become  a  televideo  net\vork, 
without  rewiring. 

As  George  Gilder  recently  wrote  in 
these  pages  ("Cable's  secret  wea- 
pon," Apr.  13),  the  telephone,  televi- 
sion and  computer  are  rapidly  merg- 
ing into  a  single,  very  intelligent 
box — a  telecomputer.  Gilder  con- 
cludes that  cable  companies  are  now 
leading  the  way  in  deploying  the  wires 
that  will  ultimately  be  used  for  con- 
necting the  boxes.  But  compression 
technology  like  AT&T's  new  chip  set 
represents  a  huge  wild  card  in  today's 
telecommunications  deck.  Such  chips 
can  substitute  directly  for  a  whole  lot 
of  new  carrying  capacity  in  the  wires, 
whether  supplied  by  television  cable 
or  telephone  twisted  pair.  Impro\'e- 
ments  in  the  box — the  telecomputer 
itself — are  proving  to  be  far  more 
important  than  improvements  in  the 
wires  used  to  connect  them. 

The  economics  favor  the  compa- 
nies with  brilliant  chips  over  the  com- 
panies with  capacious  wires.  To  be 
sure,  capacious  wires  are  part  of  the 
picture,  at  least  in  the  business  of 
moving  data  wholesale  from  one 
point  to  another — in  a  long-distance 
trunk  line,  for  example.  We  have  in 
creased  the  carr\'ing  capacity  of  fiber- 
optic cable  a  millionfi)ld  in  the  last  15 
years,  and  this  stunning  technical 
achiexement  has  proved  tremendous 
ly  valuable.  But  at  the  retail  end  of  the 
network,  where  wires  are  finally  con- 
nected to  homes  and  businesses,  re 
cabling  is  labor  intensixc.  Ghips  arc  a 
ver\'  attractive  alternative. 

A  r&  r's  new  \  idoo  compression  chip 
set  \y\\\  require  a  digital  telephone 
line.  Rut  it  is  now  plausible  to  expect 
that  within  this  decade  we  will  see  a 


chip  that  can  send  full-motion  coK 
video  down  an  ordinary'  analog  tel< 
phone  line.  And  the  chip  will  sell  at 
price  comparable  to  a  few  month 
subscription  to  cable  TV'. 

AT&T's  new  picture  phone,  due  c 
the  market  in  a  few  months,  alreac 
represents  a  giant  step  in  that  dire^ 
tion.  The  picture  is  still  small  and  jerl 
and  the  resolution  poor,  but  the  d< 
vice  will  plug  into  an  ordinar\'  analc 
phone  line.  Thus,  with  no  rewiring 
all,  companies  like  AT&T  are  prope 
ling  us  rapidly  toward  what  is  beir 
called  "video  dial  tone."  The  di 
tone  is  being  moved,  so  to  speak,  oi 
of  the  central-office  switch  and  inl 
the  chip,  the  telecomputer  itself. 

The  market  implications  are  staj 
gering.  The  most  advanced  cable  ne 
works  toda\'  boast  1 50  or  so  televisic 
channels.  But  the  national  telephor 
network  supports  a  million  times 
many  lines,  and  the  network  doesn 
end  at  our  borders.  Lots  of  people  ai 
grumbling  (see,  for  example,  "Fa 
and  Comment,"  Feb.  17)  that  the- 
don't  really  want  a  picture  phone  c 
their  desks.  But  I  suspect  millions  < 
jet-lagged  executives,  c:.\T-scan  diaj 
nosticians,  engineering  designers  ar 
doting  grandparents  will  buy 
quickly  enough. 

All  this  is  great  for  the  consumq 
but  enc:)rmously  unsettling  for  tt 
investor.  The  competition  that's  gc 
ing  to  sandbag  you  may  be  workir 
on  something  that's  almost  unrecoj 
nizable  in  your  own  line  of  busines 
Indeed,  the  most  poorly  understoc 
economic  fact  in  the  telecom munic. 
tions  business  today  is  that  boxes  ar 
wires  are  substitutes,  at  least  at  tl 
margin.  Buy  a  better  box,  and  you  cc 
make  do  with  a  worse  wire.  If  a  lonj 
distance  phone  company  someha 
nudges  up  the  price  of  a  call  to  Ne\ 
by  10%,  you  can  chuck  your  2,40( 
bit  per  second  mt>dem  and  replace 
w  ith  one  nuuiing  at  *^,600.  Now,  wit 
compression  technology,  we're  tali 
ing  alx>ut  pushing  that  kind  of  trad 
otV  ancnher  hundredfold  or  mor 
into  an  astonishingly  rich  variety'  < 
new  video  markets. 

relephone  companies,  cable  con 
panics  and  anyone  else  in  the  ^^^ 
business  should  beware.  C\>ppcr  ar 
glass  are  all  \er\  well,  but  the  mo 
important  wires  are  still  the  on 
etched  in  silicon.  I 
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Around  The  World, 
We're  The  Company 
Big  Banks  Bank  On. 


ALLTEL  achieves 
results  for  its  customers, 
including  some  of  the 
biggest  banks  in  the 
world.  Bank  on  it. 

Over  1,000  finan- 
cial institutions  in  26 
^1  countries  worldwide 

in 

Of 

J  have  relied  on 

Systematics  -  an  ALLTEL 
subsidiary  -  for  data 

1  processing  management, 

(j  application  software  and  outsourcing  services. 
And  for  significant  savings. 

Add  this  growing  business  to  ALLTEL's 
strong  reputation  as  a  provider  of  telephone 
service  for  1.2  million  customers  in  25  states, 
cellular  telephone  service  in  18  states  and 


product  distribution 
around  the  countr}',  and 
you  get  a  company  with 
a  23%  total  average 
annual  return  over  the 
past  five  years.  And  a 
history  of  increasing  the 
dividend  for  each  of  the 
past  31  years. 

|-|^nQl^i*^  _  As  communications 

'      and  computers  continue 
^     to  converge,  we're 

positioned  for  continued  growth. 

Call  now  and  get  all  the  data  on  a  true 

financial  success  story. 

WCIUXCL 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 


Call  (501)  661-8999  or  write:  ALLTEL  Corporate  Communications  •  One  Allied  Drive  •  Little  Rock.  Arkansas  72202 
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Environmentalists  may  not  like  it,  but  the  Grand  Coulee 
Dam  has  lit  lots  of  homes,  irrigated  many  orchards  and 
created  one  of  the  country's  most  scenic  boating  lakes. 

Gmising  with 
Woody  Guthrie 


By  Lawrence  Minard 

Well,  the  world  has  seven 
wonders 

That  the  travelers  always  tell; 
Some  gardens  and  some  towers, 
I  guess  you  know  them  well. 
But  now  the  greatest  wonder 
Is  in  Uncle  Sam's  fair  land: 
It's  the  big  Coliunbia  River 
And  the  big  Grand  Coulee  Dam. 

-Woody  Guthrie 
If  you  enjoy  sharing  gorgeous  scen- 
ery in  comfort  with  family  or  friends, 
here's  an  offbeat  vacation  idea:  Go 
houseboating  on  Lake  Franklin  Dela- 
no Roosevelt.  Situated  in  the  north- 
east quadrant  of  Washington  State, 
five  hours'  drive  from  Seatde  and  an 
hour  from  Spokane,  Lake  Roosevelt 
was  created  in  1942  when  govern- 
ment engineers  completed  the  Grand 
Coulee  Dam  across  the  Columbia 
River.  Today's  greenies  may  hate  hy- 
droelectric projects,  but  back  then  the 
Grand  Coulee  Dam — all  36  million 
cubic  concrete  feet  of  her — was  a 
symbol  of  all  that  was  right  with  gov- 
ernment policy,  and  folksinger 
Woody  Guthrie  celebrated  it  in  his 
song  "The  Grand  Coulee  Dam." 

From  the  towns  of  Electric  City  and 
Grand  Coulee,  where  the  dam  sits. 
Lake  Roosevelt  stretches  northeast 
for  150  miles;  at  its  widest,  it's  nearly 
3  miles  across,  while  in  other  places  it 
narrows  to  a  half  mile.  Late  June 
through  mid-October  is  the  ideal 
time  to  go,  when  eastern  Washington 
is  dry  and  hot.  Especially  good  arc 


"The  Grand  Coulee  Dam,"  words  and  music 
by  Woody  Guthrie.  TRO  ©1958  (renewed) 
1963  (renewed)  and  1976.  Ludlow  Music, 
Inc.,  New  York,  N.Y.  Used  by  permission. 


Houseboat  parking 

Just  pick  a  spot  and  beach  her. 


August  and  September,  when  Lake 
Roosevelt's  water  temperature  is  a 
swimmable  70  to  76  degrees.  Protect- 
ed from  the  winds  and  rarely  choppy, 
the  lake  is  also  ideal  for  watcrskiing. 

During  the  last  decade  or  so, 
houseboating  has  become  popular  on 
a  number  of  western  lakes,  including 
Shasta  and  Oroville  in  Calitbrnia, 
Lake  Mead  in  Nevada  and  Like  Pow 
ell  in  Utah  and  Arizona  (sec  tabic, 
opposite).  Each  has  advantages.  Lake 
Shasta,  for  example,  has  an  excellent 
restaurant  available  to  boaters. 

But  for  sheer  beauty  and  rugged - 
ness.  Lake  RcH)scvclt  is  peerless.  Wil 
lard   Rutts  is  an  enircpreneur  who 
operated  rental  houseboats  t)n  Lake 
Powell  for  Del  Webb's  recreation  di 


vision   before   developing  a  simi 
business  on  Lake  Roosevelt  in  19 
Says  Butts:  "People  just  can't  beli 
the  privacy  and  the  diversit)'  of 
Roosevelt." 

Diversity  is  putting  it  mildly.  Ann, 
al  rainfall  ranges  from  10  inches 
Grand  Coulee  to  over  20  inches  at 
lake's  northern  end.  The  countr\'si 
changes  from  mosdy  arid  higii  dest, 
and  sagebrush  in  the  south  to  de 
pine  forests  teeming  with  bear,  de 
small  forest  cats,  owls,  eagles  a 
many  species  of  wildfowl  in  the  no 
Take  along  a  good  set  of  binocular; 

You  rent  houseboats  on  the  1 
through  Lake  Roosevelt  Vacatior' 
which  Bill  Butts  started  on  behalf 
the  local  Colville  Indians.  (A  smal 
rental  outfit.  Lake  Roosevelt  Hou 
boat,  is  located  in  Ketde  Falls.)  Ify 
can    handle    a   recreational    vehic 
know  a  litue  about  the  water  and  ha 
common  sense,  you  can  skipper 
houseboat.  The   boat,  powered  I 
twin  outboard  motors,  has  a  cruisir 
speed  of  only  8mph  or  so  in  still  wate 
Lake  Roosevelt  flows  at  a  gende  on 
fifth  of  a  mile  per  hour  ( remember,  it 
really  the  Columbia  River).  About  tl' 
worst  diat  can  happen  is  that  youMl  h 
a  piece  of  driftwood  and  bend  a  pre 
peller  blade.  Damaged  props  can  ad* 
up  to  S85  to  your  bill. 

Sitting  on  the  deck  sipping  a  drini 
you'll  eyeball  pristine  wilderness.  Tl' 
land  surrounding  Lake  Roosevelt 
almost  entirely  undeveloped,  for 
couple  of  reasons.  The  Colville  Cor' 
federated    Tribes'     1.3-million-acr* 
reser\ation  (it's  the  size  of  Connect 
cut)  includes  most  of  the  lake's  north 
western    shoreline.    The    1 1    tribe: 
whose  members  number  only  7,50( 
have  used  the  land  mainh  for  grow  in 
and  selling  lumber.  The  shoreline  ; 
administered   by  Washington  State 
the  Cohille  and  Spokane  tribes,  th 
U.S.  Bureau  of  Reclamation,  the  Na' 
ticmal  Park  Service  and  the  Bureau  c, 
Indian  Affairs.  y 

Even  during  the  summer,  when  th  i 
lake  is  relatively  high,  most  o\'  th 
shoreline  is  w  hite  sand  beaches.  Whei 
you're  through  cruising  for  a  day,  yoi' 
simply  rim  the  bi>w  of  your  tlat  bot 
loxw  houscKvu  up  on  a  b»each,  secur 
the  boat  with  a  couple  of  lines  fron 
the  stern,  and  go  for  a  hike  or  run  u| 
the  ciKktail  flag. 

lo  add  to  the  causing  tun,  rent  ; 
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".nistered  by  local  Indians  and  federal  and  state  bureaucrats, 
itfihe  Roosevelt's  shoreline  is  virtually  untouched 
rjRd  tt's  diverse:  high  desert  in  the  south,  giving  way 
^  thick  pine  forests  farther  north. 


r.  Ater-ski    boat    to    accompany   the 

jduseboat.  The  ski  boats  come  fiilly 

quipped  with  skis  and  towlines,  but 

/ley're  also  good  for  fishing  ( there  are 

y:nbo\v  trout,  walleye  and  bass  in  the 

fi<e),  and  for  exploring  the  Spokane 

<  ver  and  the  upper  reaches  of  Lake 

rjl  Kjsevelt  near  Kettle  Falls,  where  the 

^lxe  turns  back  into  the  Columbia 

j|(jver.  .'Vnd  in  the  unlikely  event  that 

[ji  'our    houseboat    develops    engine 


trouble,  or  if  you  need  to  make  a  quick 
run  down  to  one  of  the  marinas,  a 
speedboat  comes  in  handy:  S625  a 
week  or  SI 25  a  day,  plus  gas. 

Overall  cost?  During  the  June  16  to 
Sept.  15  peak  season,  the  larger  boats 
rent  for  SI, 875  a  week;  the  smaller 
ones,  SI, 655.  Weekend  and  weekday 
rates  are  available.  Fuel  is  extra.  Plan 
on  around  seven  or  eight  gallons  per 
hour  of  cruising  time. 


Contact 

Bidwell  Marina  916-589-3165 
Lal<e  Powell  Resorts  &  Marinas  800-528-6154 
Seven  Crown  Resorts  800-752-9669 
Seven  Crown  Resorts  800-752-9669 
Seven  Crown  Resorts  800-752-9669 

^   •Year-round  rentals  available  at  discount  rates 

j,Mouseboating  is  relatively  new  on  Washington's  Lake  Roosevelt,  but  it's  a  fairly  well  • 
.established  leisure  activity  on  these  other  western  lakes.  Conditions  vary,  but, 
■outside  the  desert,  air  temperatures  are  typically  in  the  80s  and  90s  during  the 
summer  months,  water  In  the  mid-70s.  Prices  quoted  are  weekly  rates  for  boats  that 
sleep  ten.  Larger  and  smaller  boats  available  in  most  locations,  as  are  ski  boats.  Fuel 
end  taxes  not  included.  MasterCard  and  Visa  widely  accepted.  -Kristen  Peters 


Waves  West 

jke/state                High  season* 

Typirai 

rent 

.    Owille/CA              Junel5-Sept4 

$1,650 

\  PowellAJT                May  15-Oct  1 

1,561 

'  Shasta/CA               June  12-Sept  8 

1.325 

Mead/NV                 June  12-Sept  8 

1,750 

^  Mohave/AZ               June  12-Sept  8 

d 

1.750 

lorbcseMav  11,  1992 


The  larger  houseboats  are  52  feet 
long  and  sleep  13;  the  smaller  craft 
measure  46  feet  and  sleep  10.  The 
boats  come  supplied  with  ever\thing 
but  towels,  bedding  (sleeping  bags 
work  best)  and  food;  for  proNisioning, 
there's  a  prett\'  good  grocer}'  store  at 
Seven  Bays  Marina  and  another  at 
Keller  Ferrv',  where  the  boats  are  kept. 

To  get  in  the  mood  you'll  want  to 
take  along  a  few  Woody  Guthrie 
tapes.  The  Smithsonian  Institution's 
Smithsonian/Folkways  puts  out 
"The  Grand  Coulee  Dam"  and  other 
old  Guthrie  songs  on  tape  and  some 
on  compact  disc.  For  a  catalog  write 
to  Smithsonian /Folkways  Record- 
ings, 955  L'Entant  Plaza,  Suite  2600, 
Smithsonian  Institution,  Washing- 
ton, DC  20560. 

As  there  arc  only  40  houseboats  to 
rent,  early  reser\ations  are  essential 
for  the  July  1  to  Labor  Day  period. 
But  some  houseboating  veterans  pre- 
fer late  September  and  early  October; 
the  lake  is  still  quite  warm  then.  For 
hirther  information,  write  or  call 
Roosevelt  Recreational  FLnterprises, 
P.O.  Box  5,  Coulee  Dam,  WA 991 16. 
Telephone:  800-648  5253.  ^ 
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The  Subaru  Legacy 


Weld 


a  peace  sign 


to  m 


e  noo 


ana  maRe  neueve 


youre  drivin 


a  Mercedes  tnat 
ets  really  great  gas 


miieape. 


T 


HE  BRAZEN 
audacity.  To 
compare  a  Suoaru* 
Legacy™  to  one  or 
Germany's  rinest 
ana  most -revered 
automobiles. 
Hey,  wny  not.  Tney  Dotn  are  designed 
to  do  tne  same  tning.  Transport  people  and 
tneir  sturr  rrom  point  A  to  point  B.  And 
tney  Dotn  perrorm  tnat  basic  automotive 
runction  errectively  and  comrortaoly. 

For  example,  tne  Legacy  LSi  Sedan, 
wnicn  costs  many  thousands  less  tnan  tne 
cneapest  Mercedes,  orrers  most  or  tne 
amenities  you'd  only  expect  rrom  a  rine, 
absurdly  priced  luxury  car: 

Sort  grain  leatner  seats.  All-Wneel 
Drive.  Compact  disc  player.  MoonrooL 
Driver's-side  air  bag.  Tne  4-Cnannel  Anti- 
Lock  Braking  System  wnicn  monitors  eacb 
wheel  to  nelp  prevent  tne  car  rrom  locking 
up  during  emergency  stops.  And 
tne  Legacy  is  also  blessed 

Subaru  Legacy  LSi 


witn  numerous  otner  engineering  reatures 
wnicn  translate  into  tne  type  or  durability 
Subaru  is  ramous  ror. 

(Important  selling  point  — 93%  or 
all  Subaru  cars  registered  in  tne  last 
10  years  are  still  on  tne  road  and  run- 
ning today.') 

Now,  ir  you've  read  tnis  rar,  you'd 
probably  like  a  second  opinion  about  tne 
Legacy.  Alrignt,  here's  one  rrom  Car  ana 
Driver:  "The  Subaru  Legacy  is  the  nicest 
driving,  least  expensive,  and  best  equipped 
4-wheel  drive  sedan  on  the  market. '" 

We  repeat  —  nicest  driving,  least  expen- 
sive, best  equipped. 

So  ir  you're  into  haughty  status 
symbols,  go  into  the  closet  and  grab  that 
medallion  orr  that  ancient  Nehru  jacket  and 
arrix  it  to  the  hood.  Or,  then  again,  with 
all  the  money  you'll  be  saving  on  your  new 
Legacy  you  could  just  imagine  you're 
driving  the  world's  peppiest,  most  elegantly 

styled  Brink's 
truck. 


Subaru.  What  to  drive. 


'  BaseJ  on  R.L.  Polk  &  Co.,  registration  itatiiticf.    ^  May,  1990.  For  additional  information,  1-800-284-8584.  C  Sutaru  of  America,  1991. 
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PERSONAL  AFFAIRS 


From  cast-iron  benches  to  sundials 
to  bronze  urns,  old  garden  ornaments 
are  hot,  in  two  senses  of  the  word. 


On  your  garden 


By  Christie  Brown 

Remember  when  every  decent-size 
garden  seemed  to  have  an  old,  white 
wrought-iron  bench,  and  a  big  brass 
sundial  atop  a  marble  pedestal?  They 
were  almost  as  common  in  American 
gardens  and  backyards  as  barbecue 
grills  are  today. 

But  if  you've  still  got  some  of  these 
relics  lying  around,  better  throw  a 
chain  and  lock  around  them.  Fast. 
Old  garden  ornaments  are  now  hot — 
hot  as  collectibles,  and  hot  as  in  sto- 
len. "The  theft  of  garden  ornaments 
and  statuary  is  one  of  the  largest 
growth  industries  in  England,"  says 
Tim  Sanders,  head  of  furniture  for 
Bonhams  auction  house  in  London. 

The  problem  is  so  bad  that  visitors 
to  some  of  Britain's  most  famous 
homes  and  gardens,  including  the 
378  owned  by  the  National  Trust, 
may  notice  some  empty  pedestals  and 
bare  lawns.  In  the  past  year  alone, 
Powis  Casde  in  Wales  lost  four  18th- 
century  lead  statues,  worth  well  over 
$100,000.  Sissinghurst  Garden  in 
Kent  lost  a  3-foot-tall  bronze  garden 
vase,  worth  about  $15,000.  Sighs  Pe- 
ter Battrick,  head  of  public  relations 
for  the  National  Trust  in  Kent:  "We 
are  faced  with  the  dilemma  of  having 
to  spend  a  great  deal  of  money  on 
security  or  else  removing  the  statuary 
altogether." 

The  problem  is  about  to  cross  the 
Atlantic.  "It's  just  a  matter  of  time 
before  it  happens  here,  too,"  says 
Elaine  Whitmire,  head  of  garden  fur- 
niture at  Sotheby's  in  New  York.  "It's 
definitely  time  to  insure.  Some  people 
have  more  value  in  the  garden  than 
they  do  in  the  house." 

It  was  the  renewed  appreciation  of 
old  English  homes  and  gardens  over 
the  last  decade  that  rekindled  interest 
in  the  fiirniture  and  ornaments  that 
decorated  those  splendid  gardens. 
The  Treasure  Houses  of  Britain  show 
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at  the  National  Gallery  of  Art  in 
Washington,  D.C.  in  1985  and  1986 
added  ftiel  to  the  fire.  Prices  were 
already  climbing;  after  the  show  they 
exploded.  Reports  James  Rylands, 
head  of  garden  statuary  for  Sotheby's 
in  London:  "An  ISth-centur)'  lead 
statue  worth  $800  in  1980  is  now 
worth  about  $18,000." 

The  English  pay  the  best  prices. 
Last  year  the  owner  of  a  house  near 
Boston  sold  off  15  massive  garden 
objects.  But  the  buyer  didn't  tr\'  to 
sell  the  stuff  in  the  U.S.  Instead,  he 
promptly  shipped  the  goods — 400 
tons  in  all — to  Sotheby's  in  West  Sus- 
sex, where  they  will  be  auctioned  May 
27.  The  objects,  including  a  15-foot- 
high  fountain,  40  feet  in  diameter,  are 
estimated  to  bring  $850,000. 

The  British  first  took  seriouslv  to 


Life-size  lead  figure  is  wortti  $100,000 
Stolen  from  Fowls  Castle,  Wales. 


garden  statuar\'  in  the  17th  centuj 
when  young  aristocrats  returned  frr. 
visits  to  Italy  and  France  with  orr 
ments  from  those  countries'  splcni 
gardens  and  had  copies  made  by  lo 
sculptors.  As  fashions  changed,  so  (^Ataii 
the  statuar>',  to  reflect  baroque,  roc 
CO    and    Georgian    stales.    The 
peaked  in  the  Victorian  era,  wH  kit 
statuar}'  was  mass-produced  and  th^  Oik 
much  more  affordable. 

By  that  time,  Americans  had  pick"^ 
up  the  trend  and  \\  ere  copying  Brit 
designs.   Eor  many  years,  rclativ 
cheap  garden  statuar\  continued 
be  cranked  out  on  K>th  sides  oft' 
Atlantic.  But  demand  was  dwindlir 
By  the  1950s  and  1960s,  light^^•cig 
and  rust-free  aluminum  furniture  d 
placed  the  old  cast-iron  stuff. 

No\N  the  old  srvles  are  riding  hi 
again.  Rut  you  can  enjoy  the  peri 
k)ok  without  paying  antique  prices 
number  of  companies  now  prtxli 
excellent  repnxluctions  in  iron,  le. 
stone,  marble  and  br(Mi/e. 

lake  tht>sc  hea\\  tliirai  design ca 
iron  benches  that  wea*  once  so  coi 
mon.  I'rban  .\rchaeolog\ ,  a  .store 
New  York  C  ity,  sells  the  antiq  i 
benches  for  up  to  $5,000.  It  also  st 
repri>ductions  of  the  lx*nches  I 
about  51,100. 

ForlvsaMav  11,  19 


tu  4ow  hard  is  it  to  tell  a  modern 
k  ce  from  an  antique?  Very.  Floren- 
)ii  e  Craftsmen,  Inc.  of  Long  Island 
ni  :y,  N.Y.  manufactures  and  sells  over 
different  garden  statues  and  or- 
ients. One  popular  item  is  a  spher- 
bronzc  sundial,  18  inches  high.  It 
an  antique  verdigris  finish,  and 

ails  for  $300. 
i|"Onc  was  put  up  at  auction  at 

^theby's  in  New  York  in  1990,"  says 
kraham  Brown,  co-owner  of  Floren- 
ce Craftsmen.  "It  made  $2,250." 
,\  Similarly,  a  lead  figure  of  a  young 

H,  which  retails  brand  new  for 
tl,540,  fetched  $1 1,000  at  the  same 
niction.  There  was  no  misrepresenta- 
im  here:  Buyers  knew  they  weren't 
ijiiiques.  It  was  just  a  case  of  bidding 

adness — and  another  indication  of 
I  )w  hot  ornamental  figures  really  are. 

'verybody  just   loved   them,   and 

;()ple    got    carried    away,"    recalls 

)thcby's  Elaine  Whitmire. 

At  the  upcoming  auction  in  Sussex, 

)theby's  hopes  to  get  about 
400,000  for  that  15-foot-high, 
yth-centur\'  Italian  marble  fountain 
om  the  house  in  Boston.  But  Flor- 
nine  Craftsmen  will  have  a  splendid 
tw  one  made  up  of  limestone  for  you 
1  Italy— for  less  than  $100,000.  ' 

To  learn  more  about  garden  orna- 


ments, an  excellent  starting  point  is 
John  Davis'  Antique  Garden  Orna- 
ments, published  by  the  Antique  Col- 
lectors Club  (price:  $79.50).  Ifyou're 
determined  to  go  the  antique  route, 
six  major  auctions  are  coming  up: 


Italian  marble 
fountain  and  pool, 
19th  century 
Sotheby's  hopes 
they'll  fetch 
$400,000  this 
month.  New  fouih 
tain  and  pool, 
made  of  limestone, 
can  be  yours  for 
under  $100,000. 


Sotheby's  in  Sussex,  May  27,  and  in 
New  York,  June  30;  Christie's  Lon- 
don, May  12,  and  in  New  York,  June 
23;  Bonhams  in  London,  May  19; 
and  the  Litchfield  Auction  Gallery  in 
Litchfield,  Conn.,  May  23.  ■§ 


Classic  cast-iron  bench  and  chair,  once  as  common  as  bart)ecue  grills 
Antiques  are  now  worth  $5,000.  And  thieves  know  it. 


orbes"  May  11,  1992 
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A  good  idea,  a  little  capital  and  unusual  dedication 
can  quickly  move  a  person  from  one  career 
to  a  very  different  one.  Consider  the  banker 
who  became  a  toymaker. 

The  WaterBabies 
stoiy:  persistence 


Bv  Subrata  N.  Chakravartv 


Dan  Lauer  w^t^^  ?.  b^wi  o^'  Wate''Babies  at  St  Lou'?'  "^  -^  ^  P-'^^^s  o*  M'ssoi:" 

"If  you  want  a  mora  realistic  iMby  than  WaterBabies,  you'll  havo  to  watt 

nine  months,"  proclaims  a  saleswoman  for  the  plMMOUMnally  successful  doll. 
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Daniel  L.\uer  was  doing  prei 
as  a  vice  president  at  St.  Louis^ 
Banks  of  Missouri.  But  he  was 
er  with  a  secret.  He  had  always  ll 
to  be  an  inventor  and  an  ent 
neur.  He  was  particularly  intere 
toys.  In  1987  he  began  Laue. 
with  SI 00  in  capital  and  set 
learn  about  the  industry'. 

Statistically,    Lauer    would 
been  well  advised  to  put  his  SI i 
a  savings  account.  Of  the  est 
5,000  to  6,000  toys  introduce 
year  at  New  York's  Intematior 
Fair,  only  around  100  ever  reall\ 
it,  says  Frank  Reysen  Jr.,  ed; 
Playthtngis  migsizmc.  But  Laue 
31,  beat  the  odds.  Two  million 
of  Lauer's  verv'  first  t( 
water- filled      Water. 
doll,  sold  last  year. 
generated  $27  milli 
revenues  for  the  lic< 
PlavTnates    ( Hong 
Ltd.,  of  Teenage  A 
Ninja  Turde  fame  (F< 
Oct.    28,    1991).    I 
take — shared  with  a 
fill       of      investor' 
around   S2   million, 
this  year  are  likely  to> 
least  double  last  year 
Like  hot  water  b 
WaterBabies  are  filler 
warm  tap  water.  Drc 
a  sleeper  designed  b\ 
Lauer's  sisters,  the  dc 
so  human  that  Laui 
they're  sometimes  u 
classes  that  teach  exp 
mothers  how  to  b 
child.    "The    e,oo. 
about  the  doll  is 
tbrces  you  to  inter 
it,"  sav-s  Lauer.  *'It 
beep  or  crawl.  It  ni.i 
slow  down  a  bit  and 
vou  be  a  mom." 

Lauer  got  the  idea ' 
WaterBabies  doll  \ 
was  a  child.  One  ot  > 
dren,     Lauer    sav^ 
wasn't    much    mo 
toys,  so  he  and  hi>> 
learned  to  be  creai 
three  sisters  filled 
glovx's  and  balloo 
water,    painted    t, 
them,  dressed  then 
played  with  them. 
But  ciMiiing  up  \v 
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ARRIVE  HOME 

READY  TO  MAKE 

THAT  IMPORTANT 

PRESENTATION. 

When  you  fly  British 

Airways  Club*  Class, 

you'll  enjoy  our 

renowned  British 

service  that  pays 

attention  to  every  little 

detail.  You'll  arrive 

refreshed  and  ready 

to  handle  anything 

that  needs  your 
personal  attention. 
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British  AIRWAYS 


The  worlds  favourite  airline* 


concept  for  WaterBabies  was  the  easy 
part.  Getting  a  toy  company  to  pro- 
duce the  doll  proved  nearly  impossi- 
ble. "I  found  that  toy  companies  get 
400  letters  a  week  from  guys  like  me," 
Lauer  laughs.  But  in  a  triumph  of 
persistence,  he  kept  writing  letters — 
700  in  all,  including  75  to  Hasbro  and 
100  to  Mattel,  without  success. 

Little  wonder.  Richard  Sallis,  presi- 
dent of  the  U.S.  subsidiary.  Playmates 


credit  cards  and  owed  $5,000  more  to 
his  mother.  Then  he  caught  his  first 
break.  George  Martin,  an  entrepre- 
neurial law  student  at  Washington 
University  in  St.  Louis,  put  together  a 
$60,000  equity  investment  fi-om  his 
own  personal  fiinds  and  those  of  six  of 
his  family  members.  The  financing 
enabled  Lauer  to  pay  off  his  credit 
cards,  quit  his  bank  job  and  work  on 
his  doll  project  fiill  time. 


Prototypes  for  the  WaterBaby,  starting  with  the  first  (clockwise  from  bottom) 
it  began  with  two  water^lled  balloons,  a  cradely  painted  face 
and  waterfilled  condoms  for  the  arms  and  legs. 


Toys,  recalls  the  early  prototype  he 
was  offered.  Two  water-filled  bal- 
loons made  up  the  body  and  head, 
which  had  a  crudely  painted-on  face. 
The  arms  and  legs  were  made  with 
four  water-filled  condoms. 

"It  leaked  all  over  my  desk,"  recalls 
Sallis.  "They  said,  'Can  you  imagine 
this  as  a  doll?'  I  said  'No,  I  can't.  Get  it 
off  my  desk.'" 

By  early  1989  Lauer  had  criss- 
crossed the  country  trying  to  get  a  toy 
company  to  produce  his  doll.  In  the 
process  he  had  run  up  $5,000  t)n  his 
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When  that  money  began  to  run  out 
early  in  1990,  Lauer  raised  $300,000 
more  by  selling  stock  in  his  company 
to  local  investors,  including  his  for- 
mer employer,  the  president  of  Royal 
Banks.  His  mother  converted  her 
loans  to  equity.  Lauer  still  owns  51% 
of  the  company  today. 

Unable  to  license  his  design  to  a  toy 
company,  I^uer  decided  to  make  and 
market  the  doll  himself — and  quickly 
ran  into  his  second  roadblcKk.  Toy 
stores  weren't  willing  to  buy  from  an 
unknown  inventor. 


Finally,  Lauer  talked  a  reluctant  to 
buyer  for  Venture  Stores,  a  St.  Lou] 
based  regional  discount  chain,  in 
taking  a  doll  home  to  show  his  daug 
ter  and  her  fiiends.  The  girls  fell  «  * 
love  with  it,  and  Venture's  buyer  b  0 
gan  to  show  some  interest.  Eventiu  Ij 
ly,  Lauer  got  Venture,  Wal-Mai* 
Toys  "R"  Us,  Dayton  Hudson's  Ta 
get  Stores  and  Melville  Corp.'s  Ki 
Bee  Stores  to  test  the  doll  in  the  i 
Louis-area  stores. 

The  test  started  just  before  Thank 
giving  of  1990.  Lauer  expected  to  s< 
5,000  dolls  by  Christmas.  Instead,  I 
sold  15,000. 

Instant  success  almost  bred  disa 
ter.  To  ensure  that  none  of  the  del 
would  leak,  Lauer  had  the  factory  th 
was  assembling  them  test  each  on 
But  the  dolls  were  selling  so  fast  th 
the  factory  shipped  a  batch  withoi 
testing. 

Terrified  that  he'd  have  parents  i 
over  St.  Louis  screaming  about  leal 
ing  dolls,  Lauer  initiated  what  he  no 
calls  "the  recall  from  hell."  Lauer  an 
his  girlfriend,  Kathy  Duggan,  got  t( 
gether  a  small  band  of  volunteers  i 
retrieve  all  the  untested  dolls  froi 
stores.  In  a  week  of  20-hour  days,  th 
group  unpackaged,  tested,  repacl 
aged  and  returned  the  dolls. 

The  test  turned  the  tide  for  Laue 
Suddenly,  toy  companies,  includir 
Mattel,  Hasbro  and  Playmates,  wei 
courting  him. 

Lauer  decided  to  go  with  Salli 
Why?  Because  he  felt  Pla\Tnates  necc 
ed  his  doll  most,  and  would  do  moi 
to  promote  it.  Playmates  had  th 
Teenage  Mutant  Ninja  Turtles  fc 
boys  but  no  major  product  for  girl 
Mattel  had  Barbie  and  Hasbro  ha 
Cabbage  Patch  Kids,  already  wcl 
established  toys  for  girls. 

In  1992  Playmates  expects  to  sell 
million  WaterBaby  dolls  domcstica 
ly.  The  line  will  also  be  sold  in  Europ 
and  lapan.  Besides  the  royalties  Lau< 
and  his  co-investors  will  collect  troi 
these  sales,  they  will  also  collect  roya 
ties  from  a  water  filled  Teenage  Mi 
tant  Ninja  Turtle,  which  Playmatt 
will  intrixluce  later  this  year. 

leaner  is  now  w<.)rking  on  his  no 
toy,  but  he's  keeping  it  secret.  "It's 
realistic  toy  for  K>ys,"  he  saN^s  cr>pt 
cally.  "I  believe  in  nurture  ovi 
noisv."  And  in  perseverance  in  th 
face  of  skeptics.  ■ 
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Only  you  know  how  much  time,  money  and  effort  you've 
invested  to  build  your  business.  When  it  is  time  for  you 
to  convert  some  or  all  of  the  equity  in  your  business 
into  a  liquid  asset,  you  will  want  to  receive  the  max- 
imum return  for  this  investment.  To  do  so,  you  may 
need  to  place  an  objective  and  supportable  value  on  all 
or  part  of  your  business. 

Consider  the  valuation  professionals  at  Merrill 
Lynch  Business  Brokerage  and  Valuation,  a  division  of 
Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated, 
who  have  wide-ranging  experience  in  valuing  closely- 
held  firms.  When  you  decide  to  sell  or  recapitalize  your 
business,  buy  another,  set  up  an  ESOP  or  plan  your 
estate,  they  can  help. 

If  your  decision  is  to  sell  your  business,  the  business 
brokerage  experts  can  use  their  global  resources  to  find 
the  right  buyer,  and  do  so  with  speed,  accuracy  and 
discretion. 

To  find  out  how  Merrill  Lynch  Business  Brokerage 
and  Valuation  can  help  you  realize  the  value  of  your 
business,  talk  to  a  Merrill  Lynch  Financial  Consultant, 
return  the  coupon  below  or  call  us  toll-free,  Monday 
through  Friday,  and  we  will  provide  you  with  more  infor- 
mation regarding  these  services. 

1-800-637-7455,  exl.  5997 

I 1 

Mail  to:  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc. 

Response  Center,  PO  Box  30200,  New  Brunswick,  NJ  0898^)200 

I  am  interested  in  leauTiing  about  how  Merrill  Lynch  Business  Brokerage 
and  Valuatkxi  can  help  me  rejilize  the  value  of  my  business. 

Please  send  me  the  folkwving  informatkxi: 
D  Succession  Planning-  Creating  Liquidity  in  the  Chsefy-Hetd  Business. 
D  SeUing  a  Business:  Ybur  Chance  to  Reap  the  Rewards. 
D  Employee  Stock  Ownership  Plans. . .  a  resource  in 

Business  Successicxi  Planning. 

Name 


Address 
City 


State 


Zip 


Bus.  Phone 


Home  Phone 


Merrill  Lynch  clients,  please  give  the  name  and  address  of  your  Financial 
Consultant: 
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Don't  shoot  this  horse 

Steve  Miller  Jr.  is  playing  Super- 
man again.  Disguised  as  a  mild-man- 
nered Detroit  financial  executive, 
Miller  proved  himself  a  man  of  steel 
back  in  1981,  when  Chrysler  Corp. 
was  struggling  to  reschedule  its  mas- 
sive debts.  After  weeks  of  battling 
bankers  and  fighting  for  federal  loan 
guarantees,  Miller,  then  Chrysler's 
treasurer,  rescued  the  final  contracts 
fi-om  a  late-night  high-rise  fire  just 
hours  before  Chrysler  would  have  run 
out  of  cash.  As  a  result  the  deal  closed 
on  time.  At  the  champagne  victory 
party  Miller  tore  off  his  clothes  to 
reveal  a  Superman  suit. 

Now  Olympia  &  York's  Reich- 
mann  family  is  counting  on  Miller  to 
renegotiate  some  $12  billion  of  trou- 
bled real  estate  debt  (Forbes,  Nov. 
11, 1991).  This  could  tax  Miller  much 
more  than  Chrysler  did.  Chrysler's  $5 
billion  bank  debt  was  mosdy  unse- 
cured. But  in  o&y's  case  there  are  so 
many  separately  collateralized  loans 
that  convincing  all  banks  not  to  fore- 
close could  be  a  daunting  task.  On  the 
plus  side,  O&Y  needs  litde  new  money 
to  carry  on  its  London  Canary  Wharf 
project.  Chrysler  needed  massive  new 
loans  to  bring  out  new  models. 

After  falling  out  with  Lee  lacocca, 
Miller,  a  50 -year- old  Harvard  law 
graduate  and  Stanford  M.B.A.,  left 
Chrysler  in  March  to  join  James  D. 
Wolfensohn  Inc.  (Wolfensohn  was 
Chrysler's  investment  banker  at  Salo- 
mon a  decade  ago.)  Miller  was  imme- 
diately assigned  to  cover  o&Y.  He's 
now  working  closely  with  another 
Chrysler  alum,  former  vice  chairman 
Gerald  Greenwald,  just  named  O&Y 
president  under  Paul  Reichmann. 

Miller  insists  that  forcing  o&Y  into 
liquidation  would  only  deepen  the 
depression  in  urban  office  values, 
hurting  the  banks  even  more.  "Bet- 
ter," says  Miller,  "to  ride  this  horse 
than  to  shoot  it."  -James  R.  Norman 

A  last  hurrah 

In  1984  Rilph  VVciscr's  fellow  Jockey 
Club  member  Jcrrold  Blair  convinced 
him  that  a  great  fiiture  lay  in  recycling 
used  oil.  Weiscr,  a  Harxard -educated 
securities  lawyer  who  has  run  a  num 
ber  of  shipping,  finance  and  real  estate 
companies,  agreed  to  help  manage 
and  raise  money  for  Blair's  oil  recy- 


cling company.  International  Recov- 
er)' Corp.  "I  wanted  one  last  hurrah," 
says  Weiser,  who  was  59  at  the  time. 

He  got  it,  but  in  a  somewhat  indi- 
rect fashion. 

In  1986  Weiser  and  Blair  sold  $2.4 
million  worth  of  International  Rccov 
er\''s  stock  at  $3  a  share;  the  deal  was 
underwritten  by  Norbay  Securities, 
which  collapsed  a  few  weeks  later.  The 
money  was  supposed  to  be  used  to 
augment  the  company's  used  oil  pro- 
cessing facilities.  But  Weiser  decided 
that  what  with  all  the  rcgulaton  de 
lays  involved  in  building  recycling 
plants,  the  company  would  be  better 
off  with  a  source  of  steady  earnings 
from  another  industr)'. 


So  Weiser  and  Blair  used  part  of  tl 
stock  oftering  proceeds  to  buy  Ai 
vance  Petroleum,  an  aviation  fii 
company  with  S20  million  in  sales  i 
cargo  companies  and  small  airlines, 
was  a  smart  decision.  Advance's  ma 
ket  grew  as  major  airlines  folded 
now  sells  about  S200  million  in  fuel 
year  through  1,100  airports  in  IS 
countries.  Operating  margins  run  4" 
"The  cash  cow,"  says  Weiser,  "be 
came  a  raging  bull." 

Thanks  to  the  Advance  Pcirolcui 
deal,  Miami  based  International  Re 
coven  earned  $5.5  million  ($1.17 
share)  in  the  12  months  ended  D* 
cembcr  ou  revenues  of  $217  millioi 
rhc  stiKk  recentlv  traded  at  20^^.  Bi 
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Public  broadcasting  can  get 
education  reform  off  tbe  ground. 


Viliether  you're  building  coalitions, 
planning  model  schools,  or  addressing 
public  awareness,  public  broadcasting 
gives  \ou  the  power  to  turn  your  plans 
into  realit). 

How?  For  starters,  it's  the  world's 
largest  broadcasting  system.  Its  distribution 
channels  cover  96%  of  Americas  households, 
reach  more  than  29  million  students,  and 
have  the  potential  to  connect  with  nearly 
ever\  classroom,  home,  and  work  place 
in  America. 

Public  broadcasting  also  ofiFers  tested 
products:  educational  programming  and 
tools  backed  by  more  than  30  years  of  posithe 
experience  in  the  classroom.  It's  teaching 
physics  in  Kentucky,  geography  in  South 
Carolina,  reading  in  California,  and  Japanese 
in  Nebraska.  Its  even  training  teachers  in 
New  York  and  pro\  iding  technical  training  to 
workers  in  Detroit. 

And  it's  doing  so  with  exciting, 
innovative  technology,  such  as  interactive 
videodiscs  and  videocassettes;  computer 
networks:  two  \vay.  satellite-transmitted 
classes:  supplemental  teaching  guides  and 
student  learning  materials:  as  well  as  over- 
the-air  broadcasting  and  cable. 

Public  broadcasting's  combination 
of  experience,  programming .  technology-, 
tools  —  and  distribution  channels  —  can 
help  get  education  reform  oflf  the  gn)und 

To  learn  how  public  broadcasting  can 
aid  your  education  reform  efforts,  write  to 
the  Corporation  for  Public  Rroadaisting. 
P.O.  Box 549,  Alexandria.  VA  JJjlj. 


® 


CORPORATION 
FOR  PUBLIC 
BROADCASTING 
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FACES  BEHIND  THE  FIGURES 


Weiser  isn't  forgetting  the  oil  recy- 
cling business  that  got  him  excited  in 
the  first  place.  A  new  International 
Recovery  refinery  in  Wilmington, 
Del.  could  be  operational  in  June, 
although  local  opponents  have  de- 
manded more  hearings.  Just  part  of 
business,  says  Weiser,  who  plans  fij- 
ture  expansion  along  the  Gulf  and 
West  coasts. 


Triple  dippers 

Los  Angeles'  Houlihan  Ix>key  How- 
ard &  Zukin  is  one  of  those  little 
financial  firms  that  got  rich  helping 
companies  leverage  up  in  the  1980s. 
Now  it  is  getting  rich  a  second  time  by 
advising  bondholders  of  overlever- 
aged  companies. 

The  firm's  bondholder  advisers  are 
Irwin  Gold  and  Jeffrey  Werbalowsky. 
Their  mission:  to  forge  a  consensus 
among  jockeying  bondholders  with 
various  degrees  of  security.  The  job  is 
especially  tough  because  some  hold- 
ers bought  their  bonds  at  par,  while 


Bondholder 
advisers  Irwin'Gold 
and  Jeffrey 
Werbalowsky 
"The  people  who 
control  the  assets 
have  the  least 
economic  stake." 


others  scooped  them  up  at  distressed 
prices.  "One  of  the  most  perplexing 
things  about  the  restructuring  pro- 
cess," says  Werbalowsky,  "is  that  the 
people  who  control  the  assets  have  the 
least  economic  stake." 

Ingenuity  is  oft:en  called  for.  Exam- 
ple: Last  fall  Saul  Steinberg's  Reliance 
Group,  which  owns  a  lot  of  Petrolane 
Gas  Service  L.P.  bonds,  fumed  over 
management's  lackluster  efforts  to 
sell  the  company,  and  threatened  to 
file  an  involuntarv'  bankruptcy  peti- 
tion. To  moUif}'  Reliance,  Gold  and 
Werbalowsky  solicited  a  bid  from  an- 
other interested  buyer.  So  far,  Petro- 
lane hasn't  been  sold,  but  the  new 
bidding  activity  did,  for  a  time,  push 
up  the  price  of  the  bonds.  Word  is 
Gold  and  Werbalowsky  may  now  be 
negotiating  for  the  bondholders  to 
take  over  the  equity.  The  two  are  also 
advising  bondholders  of  R.H.  Macy 
&  Co.,  SPi  Holdings  and  Meshulam 
Riklis'  McCrory  Corp. 

Gold  and  Werbalowsky,  both  35- 
year-old  lawyers,  met  as  junior  asso- 


Tyco  Toys 
Chairman 
Richard  Grey 
The  stock 
doubled  after 
he  bought  out 
his  old  boss. 


ciates  at  the  law  firm  of  Gibson,  Dm 
&  Crutcher.  Werbalowsky  specialia 
in  bankruptcy,  Gold  in  corporate  I 
nance.  They  believe  these  skills  w 
make  Houlihan,  which  they  joined 
1988,  rich  a  third  time,  when  ovcri 
veraged  companies  are  put  out  • 
their  misery  by  being  merged  ini 
healthier  companies.  Says  Werb 
lowsky:  "Even  if  you're  the  higl^ 
bidder  you  won't  get  the  deal  uib| 
you  negotiate  with  each  constituenc 
Especially  ours."  -RiVA  Atl 

In  control 

RiCR\RD  Grey  is  enjoying  his  indi' 
pendence.  In  the  last  year  the  57-ycal 
old  chairman  of  Mt.  Laurel,  N.J 
based  Tyco  Toys  (1991  sales,  S54 
million)  has  bought  out  an  irritatin 
shareholder,  paid  down  SI 00  millio 
in  debt,  and  come  out  with  one  of  tt^ 
hottest- selling  new  toys  of  1992:  tt 
Incredible  Crash  Dummies,  5-iiKi 
figures  whose  limbs  fly  off  when  the 
cars  collide. 

Grey  joined  Tyco  in  1973,  wbc 
then  owner  Sara  Lee  Corp.  asked  hii 
to  take  charge  of  the  S20  millia< 
(sales)  moneyloser.  Through  simp 
cost-cutting  and  invcnton-  control 
Grey  turned  a  profit  1 8  months  latq 

When  Sara  Lee  sold  Tyco  in  1981 
to  a  group  led  by  Benson  Selzer,  Grr 
continued  to  ain  things.  Five  ycaj 
later  Selzer  took  Tyco  public,  bi 
stayed  on  as  chairman.  Friction  b< 
tween  Grey  and  Selzer  scx)n  devc: 
oped.  Grey  wanted  to  stick  to  toyt 
But  Selzer  pressed  him  to  expand  int 
a  conglomerate. 

In  1988  Selzer  pushed  too  tar. 
forced  a  subsidian-  he  had  sold  t 
Tyco  the  year  before  to  buy  49%  < 
another  company  he  controlled,  u 
der\vcar  manufacturer  Olympic  i\lill 
Wall  Street  quickly  punished  Tyco 
stcxk.  rhat  ga\e  Grey  cncnigh  levci 
age  to  appoint  two  indepcndei 
board  members.  Last  summer  Grc 
ct)nvinced  Sel/cr  ti>  sell  his  remainin 
Tyco  shares  back  to  the  compan\'  fr 
$13.5  million.  Since  then  the  st<K 
has  more  thaii  doubled,  to  a  reccr 
high  of4S. 

This  vear  looks  giHKl,  ttx).  fh 
Incredible  Crash  Dummies  shoiil 
add  $50  million  to  sales  and  pcrhap 
1 5  cents  a  share  to  earnings. 
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"WHEN  A  HOTEL  DOESN'T 

MEASURE  UI^  INSTEAD  OF  FIRING  THE 

MANAGER, WE  FIRE  THE  HOTEL." 


/e  admit  it's  not  standard 
)perating  procedure  at  the 
lajor  hotel  chains. 
But  then  Preferred 
(Hotels®  and  Resorts 
(worldwide  is  not  a  hotel 
chain. 

We're  an  association 
of  independent  hotels. 
It's  our  job  to  set 
and  maintain  the  highest 
possible  standards  for 
a  group  a^M^  of  the 

finest 
^  hotels 
and  resorts 
around 
the 
world.  We're 
very  strict  when 
it  comes  to 


our  stan- 
dards. And 
very  unfor- 
giving with 
member  hotels 
and  resorts  that  don't 
adhere  to  them. 

Admittedly,  this  is  not 
an  attractive  concept  to  the 
great  majority  of  hotels. 

In  fact,  it's  enough 
to  keep  all  but  the  very 
best  from  applying.  Which 
perhaps  explains  why,  in 
a  world  of  more  than 
300,000  hotels  and 
resorts,  at  present  only 
105  are  Preferred.  They 
represent  the  very  finest 
accommodations  available 
anywhere  at  any  price. 


Interestingly, 
they  are  not  necessarily 
the  most  expensive  hotels 
in  their  market. 

Ask  your  travel  agent 
if  there's  a  Preferred  hotel 
where  you  plan  to  visit. 

Or  if  you  would  like 
a  directory  listing  our  105 
current  members,  please 
call  us  at  1-800-447-5773. 


HOTELS"  6f  Resorts 


c  1993  ftvlvnvd  HotB*i   4  Rnofts  WDfitfiMtfv  M  n|ftts  fnvwd 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  comet 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  S.^0,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WA9 
Ft.  Garland,  CO  81133. 


Oblain  the  Property  Report  required  by  (-ederal  law  and  reao  it  oeiore  signing  anything  No 
ludged  the  merits  or  value,  il  aiiy,  ot  Ihi?;  property  Foiial  Crwlit  and  Houslnri  Opportuniiv  a 

statement  has  been  filed  with  the  Serr  ■  ,       ■  "■  r      ■      ■"      -     ■  "     ■ 

o(  the  sale  or  lease  or  otter  (or  sale  or  N 

upon  the  merits  of  such  otfrnnn    A  < 

Ranches  NYA86  153  A 

to  be  ottered  to  New  Jet-  ■ 

Ottering  Statement  and  rc.i.:  . ; ., ,  .1  . 
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BY  GILBERT  STEEDLEY 


I  when  Wall  Street  was  starting  to 
bver  whether  stocks  were  overval- 
|iand  worry  about  the  collapse  of 
[Tokyo  stock  market,  along  came 
i  Greenspan.  On  Apr.  10  the  Fed- 
Reserve  cut  the  target  rate  for 
iral  funds  from  4%  to  3.75%,  and 
Dow  industrials  rose  nearly  43 
us.  The  Dow  finished  the  two 
Iks  ended  Apr.  16  up  132  points,  a 
'/o  change. 

hemical  Banking  Corp.  respond- 
o  the  Fed's  action  by  lowering  its 
(ie  rate  from  6.5%  to  6.25%.  Other 
ks  will  probably  follow  Chemical's 
On  Apr.  16  Citicorp  made  sub- 
tial  cuts  in  its  credit  card  interest 
s.  This  move  is  likely  to  pressure 
er  banks  to  lower  their  rates  and 
id  stimulate  increased  spending  by 
sumers. 

he  stock  market  also  got  some 
d  news  on  first-quarter  profits 
n  IBM  posted  better  than  expected 
ings  of  $1 .04  a  share. 


pecial  focus 


L'fore  MCI  and  Sprint,  AT&T's  breakup 
id  cellular  phones,  the  telecommuni- 
ktions  industry  was  pretty  dull.  But 
icse  changes  boosted  the  pertbrmance  of 
plephone  stocks.  From  1973  to  1991  a 
a[1italization -weighted  portfolio  of 
ecommunications  stocks  beat  the 
&P  500  by  over  2.5%  a  year. 

Performance  of  utility  stocks 
relative  to  the  S&P  500 


The  overall  market 


89  '91 
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The  Barra  All-US  index  as  of  4/16/92: 

Market  value:  $3,947.6  billion 

P/E:29.5 

P/E  minus  negative  EPS:  17.8 

Price/book:2.4 

Yield:  2.7% 


12-month  closeup 


Performance 
Last  4  weeks 
Since  12/31/91 


Price       Total  return 

0.1%    0.3% 
-0.1      0.6 
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Closeup  on  the  market                                                                       1 

Index  or  Investment 

2-week  change 

%  change  from 
1  year             5-year  high 

Barra  All-US  Index 

2.9% 

m^M 

8.4  % 

-2.7% 

Sharpe/Barra  Growtfi  index  ■ 

3.2 

^^^ 

10.5 

-4.4 

Sharpe/Barra  Value  index  ^ 

4.8 

1               9.8 

0.0 

Dow  Jones  industrials 

4.1 

■■■■ 

12.2 

0.0 
-0.7 
-0.9 

S&P  500 

3.9 

■■■■ 

7.1 

NYSE 

3.3 
-0.3 

1 

7.7 

Nasdaq 

16.8 

-8.2 
-6.3 

Amex 

0.6 
3.0 

■ 

5.2 

EAFE^ 

■^H 

-14.0 

-28.2 

CRB  index*' 

-1.6 

^m 

-5.7 

-24.5 

Gold' 

-1.0 

■ 

-5.7 

-32.8 

Yen' 
Oil' 

1.9 
2.0 

z 

-2.8 
-4.3 

-18.3 
-50.9 

The  best  and  worst  performing  stocks^ 


Best 

Price 

15'/4 

2-week 
change 

33% 

1992 
EPS' 

NA 

Worst 

Price 

2-week 
change 

1992 
EPS' 

$-1.11 

Meridian  Diagnostics 

Centocor 

16 

^3% 

Douglas  &  Lomason 

341/4 

32 

$3.33 

Bachman  Information  Sys 

131/2 

-39 

0.50 

Radius 

11 

29 

0.59 

Greenwich  Pharma 

101/2 

-33 

-0.50 

Valley  Natl  Corp  Ariz 

46  1/4 

29 

2.32 

AdvaCare 

7V8 

-32 

0.22 

Parametric  Technologies 

343/, 

29 

0.59 

MGI  Pharma 

8 

-31 

-0.72 

The  best  and  worst  performing  industry  factors^ 


Best 

2-week 
change 

Since 
12/31/91 

Worst 

2-week 
change 

Since 
12/31/91 

Oilfield  services 

11.0% 

-13.4% 

Real  estate 

-2.7% 

-0.6% 

Coal  S  uranium 

9.3 

-14.1 

Precious  metals 
Air  transport 

-2.7 
-1.9 

-14.1 
-4.9 

Motor  vehicles 

9.2 

42.3 

Construction 

9.2 

14.6 

Drugs 

-0.6 

-11.5 

Railroads 

8.5 

6.3 

Photographic,  optical 

0.1 

-22.9 

J 

't(   Data  for  period  ending  4/16/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  US  markets. 

R),  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average  earnings 
th.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price  toearmngs  ratios.  '  A  dollar-denominated  capitalization  weighted  index  of 
<■  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  futures.  '■  Kmght-Ridder  Financial  Infomatioo. 

'lining  the  last  hw  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  "Shows  return  to  the  industry  factor  after  controlling  for  other  influences  including  company  size,  value  and 

y<i\h  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups    NA:  Not  available.  Principal  source:  Barra.  Inc  ,  Berkeley.  Calif. 
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No  letup  is  in  sight  for  the  flood  of  retail  money  into  the 
stock  and  bond  markets.  The  Investment  Company  Insti- 
tute reports  that  net  sales  of  equity  and  bond  funds  in  the 
first  two  months  of  1992  topped  $34  billion.  That  follows 
a  total  for  1991  of  $118  billion,  which  came  in  at  more 
than  double  the  figure  for  1990. 

What  did  fiind  managers  do  with  this  influx  of  money? 
Apparendy,  some  of  them  sat  on  the  sideUnes  in  cash.  For 
the  first  quarter,  the  total  return  (income  plus  capital  gain 
or  loss)  was  -2.5%  for  the  S&P  500  and  -1.4%  for  the 
Merrill  Lynch  Corporate/Government  Master  Index.  In 
contrast,  the  Forbes  index  of  the  25  largest  equity  funds 
was  off  only  0.8%.  The  25  largest  fixed-income  ftinds  had  a 
positive  1.1%  total  return  (upper  right). 


The  best  performers 


Fund 

Forbes  rating 
up      down 

Total' 
return 

3  year' 
return 

Equity  ^ 

1 

Mexico  Fund 

A 

A+ 

89.8% 

64.2% 

Fidelity  Select-Health  Care 

A+ 

D 

18.0 

36.4 

CGM  Capital  Development 

A-H 

B 

46.3 

32.5 

Berger  One  Hundred 

A 

D 

39.9 
23.3 

32.1 
30.] 

20th  Century  Ultra  Investors 

A+ 

F 

Fidelity  Contrafund 

A+ 

D 

27.5 

28-5       jj 

Hartwell  Emerging  Growth 

A+ 

F 

23.8 

28.1       1 

AIM  Equity-Constellation  Fund 

A+ 

F 

33.3 

27.2       1 

Bergstrom  Capital 

A 

A 

18.6 

27.1       1 

General  American  Investors 

A 

D 

21.1 

25.9      1 

Fixed  income 

■' 

Benham  Target  Maturities-2005 

A+ 

F 

13.3 
13.3 

19.3 

Benham  Target  Maturities-2015 

A+ 

F 

Merrill  Lynch  Corp-High  Income 

B 

A 

32.3 

14.3 

Kemper  Diversified  Income  Fund 

A 

C 

34.0 

14.3 

Liberty  High  Income  Bond 

A 

C 

38.4 

13.8 

Performance 
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The  table  below  lists  the  wiimers  and  losers  over  t 
three-year  period  ending  in  March.  The  best  flmd:  t!   " 
closed-end  Mexico  Fund,  which  averaged  a  64%  cor 
pound  annual  return.  (The  S&P  500  averaged  less  th: 
15%.)  Despite  a  13%  loss  in  the  first  quarter,  FidelL|0ts 
Select-Health  Care  placed  second. 

The  biggest  losers  during  the  past  three  years  wc 
mosdy  gold  and  precious  metals  funds.  One  notable  no 
gold  flind  on  the  poor  performers  list  is  the  Japan  Fund;  i 
record  reflects  the  collapse  of  the  Tokyo  stock  marker 

Two  Benham  Target  funds  lead  the  list  of  best-perforr 
ing  bond  hands.  But  note  their  "F"  grades  in  dovr^ni^ 
markets.  These  funds  underperformed  other  bond  fiini 
during  months  in  which  interest  rates  were  rising. 


The  worst  performers 


?"eii 


UK 


k 

iio' 


m 


Forbes  rating 


Fund 

up 

dow 

Equity  5                               , 

United  Services-Gold  Shares   i|Hl 

fo 

D 

ASA  Limited 

C 

D 

Japan  Fund 

8 

C 

Bull  &  Bear  Gold  Investors 

F 

F 

Lexington  Goldfund 

D 

D 

Keystone  International  Fund 

C 

B 

Oppenheimer  Gold  &  Spec  Mins 

C 

C 

Keystone  Precious  Metals 

D 

D 

Fidelity  Select-Precious  Metals  &  Mins 

D 

D 

Van  Eck  International  Investors 

C 

D 

Fixed  income 

Pilgrim  ST  Multi-MarKet  Income 

c 

B 

Dean  Witter  High  Yield  Securities 

A 

F 

Alliance  Bond-High  Yield 

D 

D 

First  Investors  High-Yield  Fund 

D 

D 

Keystone  Custodian  B-4 

C 

0 

I       Total - 
return 

3  year' 
return 

-15.6% 

-nm 

10.5 

-6.2 

-19.3 

-6.1 

-4.0 

-5.6 

-7.2 

-5.6 

wc 


Note:  To  be  rated,  equity  funds  must  l>e  in  existence  since  6/30/83;  taxable  bonds  9/30/86.  junk  bonds  2/28/87.  'Monthly  net  sales  of  open-«nd  funds.  Net  sales  are  purchaa 
by  investors,  including  reinvested  dividends,  less  redemptions,  •'includes  tax-free  and  foreign  bond  funds.  Source:  Investment  Co.  Institute,  'index  ot  total  retwr  for  ttie  2 
largest  stock  funds  in  1986.  "index  of  total  return  for  the  25  largest  taxable  bond  funds  in  1986  ^Includes  balanced  funds.  "Total  return  tor  one  year  endit>g  3/31/92.  'Tot 
return  (annualized),  for  three  years  ending  3/31/92. 
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lET  And  American  Express 

Combine  Forces 
TD  Cut  Travel  Costs. 


Everybody  has  to  cut  travel  costs 
;hese  days.  Some  companies  just 
lelp  you  do  it  better  than  others. 

Every  time  you  use  the  American 


CD 


'^  Express®  Card  at  Budget,  you  can 
\\\  choose  from  three  exclusive  offers 
like  a  low  rate  on  a  luxurious  Lincoln. 
Ck  1 0%  off  your  next  rental.  Or  a 
tlouble  upgrade.  Make  your  next  trip 
smarter  than  ever  by  joining  forces 
with  Budget  and  American  Express. 
♦ 


Three  Smart  Choices. 


•  To  receive  these  offers,  here  are  a 
few  details  you  will  want  to  know. 
These  offers  are  good  between  4/1/92 
and  6/30/92  at  participating  Budget 
locations,  when  you  charge  your 
rental  with  the  American  Express 
Card.  You  will  need  to  mention  offer 
at  time  of  reservation  and  at  time  of 


Per  Pa 


Lincoln . 
Unlimited  Mileage 

optional  WW  $12.99 
or  less  where  available. 


10%  Off 

On  compact  through 

jull'Sixe  cars. 
2  or  more  rental  cLiys. 


Double 
Upgrade. 

When  you  reserve  an 

intermediate -size  car, 

receive  a  dimhle  upf^^'ode 

to  a  tull'Si::e. 


rental.  Three-day  advance  reserva- 
tions are  required.  Double  upgrade 
subject  to  availability  of  larger  car  at 
time  of  rental.  Refueling  service, 
taxes  and  optional  items  are  extra. 
Offers  not  available  with  any  other 
discount  or  promotion.  10%  off  not 
available  with  CorpRate^or  govern- 
ment rates.  Blackout  periods,  sur- 
charges for  extra  drivers  and  drivers 
under  25,  and  other  normal  rental 
requirements  will  apply.  Car  must 
be  returned  to  renting  location. 
Lincoln  rate  may  be  higher  in  New 
York  and  other  major  metropolitan 
areas.  Only  one  offer  per  rental.  For 
information  and  reservations,  contact 
your  travel  consultant  or  call  Budget 
at  800-572-0700  and  ask  for  the 


American  Express  promotional  offers. 


AMEBICftNl 
■EXRBESS 


The  Smart  Money  Is  On  Budget 


Wc  feature  I jncnln -Mercury  imd  othn  fme  cars 
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Securities  analysts  think  1993  could  be  a  very  good 
year  for  the  earnings  of  these  companies. 

Cheap  scenario 


By  Steve  Kichen 

Even  when  one  excludes  moneylos- 
ing  companies,  the  overall  market  as 
measured  by  the  Barra  All- US  index  is 
selling  at  an  expensive  17  times  latest 
12-month  earnings.  That's  not  be- 
cause investors  think  stocks  are  worth 
such  a  high  multiple.  Rather,  It's  be- 
cause they  think  earnings  are  going  to 
gro\\'  significantly — and  price/earn- 
ings ratios  fall — as  the  economy  re- 
covers. The  analysts  who  pro\ide  the 
Institutional  Brokers  Estimate  Sys- 
tem with  earnings  forecasts  for  the 
S&P  500  companies  are  looking  for 
the  group  to  earn  526.06  a  share  in 
1992  and  S31.81  a  share  in  1993. 
Last  vear's  earnings  (including  losses) 
were'S20.69. 

Will  s&r  500  earnings  really  rise 


26%  diis  year  and  22%  in  1993?  Prob- 
ably not.  In  a  rising  market,  analysts 
are  notoriously  optimistic  (Forbes, 
Apr.  27).  And  the  hirther  analysts 
project  into  the  fijture,  the  less  accu- 
rate their  forecasts.  But  that  doesn't 
mean  that  earnings  estimates  are 
worthless.  Estimates  are  often  valu- 
able in  predicting  general  earnings 
trends,  either  for  the  market  or  for 
individual  stocks. 

On  the  assumption  that  a  modest 
economic  recover}'  is  under  way,  we 
decided  to  look  for  stocks  that  are 
selling  at  ven'  low  multiples  of  their 
1993  earnings  estimates.  The  20 
companies  in  the  table  sell  at  no  more 
than  9.5  times  estimated  1993  earn- 
ings, and  estimates  for  these  compa- 


nies have  been  climbing  durii^ 
last  three  months.  The  o\  erall  ma 
is  at  12.7  times  the  1993  estimate 

Several  banks  look  particuJ 
cheap.  For  example,  the  1993  fore 
for  Citicorp  foresees  earnings 
S2.27  a  share.  At  a  recent  pria 
1 6y8,  Citicorp  is  selling  at  7  times  i 
consensus  estimate,  a  sign  that  V 
Street  isn't  yet  cominced  that  C 
corp's  problems  are  behind  it. 

The  estimate  on  Citicorp  is  ba 
on  estimates  from  19  analysts.  ' 
most  optimistic  of  them  thinks  C 
corp  will  earn  S3. 75  a  share  in  19 
On  the  other  hand,  one  analyst 
pects  Citicorp  to  earn  only  95  o 
Because  the  analysts  are  so  far  ap 
their  view  of  Citicorp's  future 
table  shows  the  bank  with  a  ' 
low"  level  of  analyst  agreement. 

Is  the  rising  market  making  an; 
more  opumistic-  Richard  Pucci,a 
president  of  the  Institutional  Bn 
Estimate  System,  has  a  slightix' 
ent  \iew:  "Although  I  expect 
term  correction,  w  hen  companies 
port  higher  than  expected  e 
this  leads  to  estimate  increases 
whole  dxnamic  leads  to  improv 
stock  prices." 


Long-shot  bargains 


Company/business 


\ 


Advanced  Micro  Devices/microprocessors 
Aetna  Life  &  Casualty/insurance 
AST  Research/microcomputers 
Chase  Manhattan/bank 
Chemical  Banking/bank 

Citicorp/bank 

Comerica/bank 

Diamond  Shamrock/oil  &  gas  refining 

First  of  America  Bank/bank 

First  Interstate  Bancorp/bank 

Illinois  Power/electric  utility 

KeyCorp  bank 

Mellon  Bank/bank 

Owens-Corning  Fiberglas/building  materials 

Primerica/financial  svcs 

Service  Merchandise/catalog  showrooms 

Signet  Banking/bank 

Society/bank 

Texas  Instruments/semiconductors 

US  Bancorp/bank 


NA:  Not  applicable. 

Sources:  Institutional  Brokers  Estirr\ate  System  and  Media  General  via  Lotus  One  Source. 


Recent 
price 

Latest 
12-mo 

per 

-1993  earn 
number  of 

ings  estimate- 
analyst 

est 

Sales 

(Smil) 

Mktval 
($mil) 

YieU 

EPS 

share 

estimates 

agreement 

P/E 

17V2 

$1.53 

$2.57 

18 

very  low 

6.8 

$1,227 

$1,469 

NJ^ 

43% 

4.59 

5.65 

13 

average 

7.7 

19.1% 

4.774 

6.4' 

lyvz 

2.24 

2.58 

27 

average 

6.8 

689 

537 

NA 

24^/2 

3.12 

3.74 

22 

low 

6.6 

11.840 

3.332 

49 

34 

0.11 

4.48 

24 

low 

7.6 

14.145 

8.176 

35 

levs 

-3.22 

2.27 

19 

very  low 

7.3 

31.839 

5.756 

NA 

59% 

5.04 

5.54 

8 

high 

9.2 

1.401 

1.857 

3.1 

19^8 

1.39 

2.53 

10 

average 

7.9 

2.576 

563 

26 

32'^ 

3.32 

3.72 

5 

high 

8.7 

1,434 

1.171 

39 

37'/i 

-5.24 

4.58 

21 

low 

8.2 

5.093 

2.353 

3.2 

2iye 

1.04 

2.33 

9 

high 

9.3 

1.475 

1.636 

7.  7 

31 

2.57 

3.40 

15 

high 

9.1 

2.259 

2.199 

i  •: 

40V8 

4.66 

4.81 

12 

average 

8.4 

3.151 

2.047 

3.5 

37'/4 

-12.58 

4.75 

6 

low 

7.8 

2.783 

1.531 

NA 

38V8 

4.27 

4.99 

9 

average 

7.8 

6.608 

4.206 

1.3 

14%' 

1.14 

1.71 

7 

high 

8.7 

3.400 

975 

NA 

32% 

-0.95 

3.44 

4 

low 

9.3 

1.305 

865 

56% 

4.86 

6.36 

9 

aver^ 

8.8 

1.609 

1.857 

35y4 

-5.40 

4.09 

15 

very  low 

8.6 

6.784 

2.895 

22% 

2.01 

2.50 

16 

average 

9.2 

2.014 

2.245 

J^    Jl 
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The  Timkcn  Company, 
global  supplier  of 
tapered  roller 
bearings,  knows  what 
it  takes  to  reach  its 
markets  in  Latin 
America. 


1 


It  takes 


^^C? 


Each  fortnight  over  185.000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone). 
And  VISION  advertisers  reach  an 
audience  of  800.000  individuals  of 
measured  business  and  consumer 
influence  (1989  INTIA  Audience 
Profile:  the  ninth  readership  study 
in  vision's  forty  year  history). 

For  additional  information  on 
adv  ertising  to  the  top  levels  of 
business  decision  in  Latin 
America  please  contact: 

VISION  INC 

310  Madison  Avenue 

Suite  1412 

New  YoHt.  NY  10017 

Tel  ^53-1308 

Fax  1^1^^953-1619 


In  government-assisted  bank  M&A 
\^diether  or  not  you  know^hington  f 
you  should  know  Merrill  Lynch. 


As  the  banking  industry  forges  ahead  through  a  whole  new  era  of  restructuring  and 


consolidation,  clients  are  turning  more  and  more  to  Merrill  Lynch  for  our  extensive 


experience  in  government-assisted  mergers  &  acquisitions  and  the  knowledge  of  the 


relationship  between  government  and  the  financial  industry 
which  our  experience  provides.  IMl  Our  competitive  edge 
over  other  investment  banks  results  from  our  strong  capital  base 
and  the  ability  to  innovate  that  we  bring  to  every  M&A  transac- 
tion. IMl  For  years,  Merrill  Lynch  has  dedicated  resources, 
both  human  and  capital,  exclusively  to  the  banking  industry  The 
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Gival  Wrstrm  Bank.  FSB 


Centnist 
Federal  Savings  BanJt 

(ip«TrtIrtl  utMV-r 

Resolution  Trust 
Corporation 
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MerriUI^MtaACo 


Merrill  l»Tich&  Co 
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years  ahead  will  see  the  results  of  that  commitment  benefiting 
our  clients  to  an  ever-increasing  degree,  (ml  Which  is  why 
there  has  never  been  a  better  time  to  be  a  client  of  Merrill  Lynch. 


ki 


Merrill  Lynch 

A  tradition  of  trust. 


0 1992  Merrill  l^rnch  A  Co. 


MONEY  &  INVESTMENTS 


iLi  invest  in  tax-free  bonds  you  can  improve  your 
|Js  by  buying  Mello-Roos  issues.  But  be  careful. 

aveat  emptor 


m  WEBERMAN 


l^cDerman  is  a  columnist 
:3ES  magazine. 


:iAL  DISTRICT  BONDS  are  tax-free 
s  that  carry  yields  of  up  to  200 
points  over  more  traditional  rev- 
issues. 

ut  proceed  with  great  caution,  for 
c  are  many  traps  for  the  unwan- 
stor  in  these  issues, 
hat's  a  special  district  bond?  Of- 
d  in  at  least  nine  states,  this  type  of 
il'govemment  financing  arose  in 
1930s  when  property  taxes  could 
longer  support  capital  spending 
ds.  A  local  government  could  fi- 
ce,  say,  a  sewer  project  or  a  school 
bridge,  by  forming  a  special 
net  and  selling  bonds;  the  bonds 
iild  be  seniced  out  of  tax  revenues, 
rest  is  free  of  federal  tax  and  of 
c  tax  if  you're  a  resident. 
?ut  these  bonds  have  generally  had 
)usy  record  of  late  because  of  shaky- 
bases  in  many  communities  hard 
by  the  recession.  Offerings  of  new 
-les — and  older  ones  in  the  second- 
market — as  a  consequence,  carry 
th  rates  of  return, 
n   Colorado   41    special   district 
>nds    aggregating    roughly    S500 
illion  have  gone  into  default  in  the 
St  few  years.  But  by  far  the  leading 
ucr  currently  is  the  state  of  Califor- 
1,  which  has  raised  more  than  S3 
lion  since  1983  through  255  com- 
mity  facility  special  districts.  These 
-■  known  as  Mello-Roos  bonds,  af- 
-  California  State  Senators  Henry 
ello  and  Michael  Roos,  the  bonds' 


legislators. 

Da\id  Hitchcock,  Standard  & 
Poor's  municipal  bond  \ice  president, 
waves  the  caution  flag  on  California 
special  district  issues.  Most  Mjlnerable 
to  default  are  those  bonds  backed  by 
districts  with  largely  undeveloped 
land,  owned  by  only  one  or  two  devel- 
opers and  where  the  property  is  re- 
mote from  major  centers  of  economic 
acti\ity,  Hitchcock  says. 

One  troubled  bond  is  Riverside 
County,  Calif's  8.02%  Community- 
Facilities  District  88-1,  issued  in  1988 
with  530  million  outstanding.  Recent 
inspection  of  the  commercial  and  resi- 
dential project  reveals  styTnied 
development. 

A  pitfall  here  is  that  the  troubles  can 
be  masked  and  take  time  to  surface. 
The  districts  typically  set  aside  large 
amounts  of  reserses  and  capitalized 
interest  accounts  that  pro%ide  a  sub- 
stantial cushion  against  immediate  fi- 
nancial crises.  But  when  these  reser\e 
accounts  are  used  up,  bondholders 
can  find  themselves  holding  defaulted 
securities.  And  because  there  is  no 
mandatory-  disclosure  of  annual  finan- 
cial information,  it's  very-  hard  for  an 
indi\idual  to  know-  which  projects  are 
doing  well  and  which  aren't. 

One  such  bond  that  is  doing  well  is 
the  City-  of  Stockton  Community  Fa- 
cilities District  that  came  to  market  in 
early  1992.  Its  series  90-2  is  priced  at 
par  to  yield  8.5%  on  the  2009  maturi- 
r\'  and  8.65%  on  bonds  that  are  due 
in  2015. 

Your  safest  bet  is  to  steer  clear  of 
new-  oflferings  and  buy  only  older 
issues.  These  tend  to  trade  at  lower 
yields  than  new  offerings,  but  they  arc 
battle -tested.  My  ad\ice  is:  Don't  go 
for  the  last  penny  in  yield,  but  stick  to 
seasoned  issues.  An  example  of  the 
seasoned  issues  is  Tracy  California 
CommunitN'  Facilities  District  89-1 
7.5s  due  2020,  priced  at  97.69,  which 
have  a  yield  of  7.7%  to  maturity. 

You  can,  of  course,  do  better  on 


current  yield  with  unseasoned  issues. 
As  an  example,  a  recent  California 
issue.  Lake  Elsinore  LTD  88-1  8.25s, 
due  2016,  yield  8.10%.  But  don't  buy 
issues  like  this  until  you  have  satisfied 
yourself  that  the  community  is  in 
good  shape  and  the  interest  is  well 
covered. 

KP.MG  Peat  Marv\ick  notes  that  the 
primary-  risk  to  the  bond  buyer  of  an 
unseasoned  issue  is  that  the  land  value 
will  decrease  sharply  or  that  subse- 
quent offerings  will  be  issued  without 
significandy  enhancing  the  land  val- 
ue. With  newly  built  communities — 
common  in  California — there  are  also 
risks  that  the  houses  will  sell  slowly 
and  that  the  developer  may  go 
bankrupt. 

Investors  jittery  about  making 
commitments  to  single  issues  should 
focus  on  single-state  mutual  and 
closed-end  bond  fijnds,  like  those  of 
California,  which  have  relatively  large 
Mello-Roos  positions  to  take  advan- 
tage of  the  investment  potential. 

Franklin  California  Tax-Free  In- 
come Fund,  with  over  S12  billion  in 
assets,  has  a  30-day  yield  of  6.28%. 
About  7%  of  the  portfolio  is  in  com- 
munity facilities  district  bonds  with 
coupons  ranging  from  7.5%  to  8.25%. 
A  sales  charge  of  4%  will  cut  down  on 
the  yield  substantially  if  held  for  only 
the  short  term.  On  the  other  hand, 
the  annual  overhead  expenses  of  less 
than  0.5%  are  at  the  lower  end  of  the 
range  for  this  class  of  funds. 

The  Benham  California  Tax-Free 
Trust,  High -Yield  Portfolio  is  a  no- 
load  fijnd  with  a  low  operating  ex- 
pense of  0.5%.  Mello-Roos  bonds 
make  up  12%  of  the  assets.  The  fiind's 
30-day  yield  is  6.41%. 

A  number  of  closed-end  bond 
fijnds  also  feature  Mello-Roos  hold- 
ings. These  include  Van  Kamf>en 
Merritt  California  Quality  Municipal 
Trust,  trading  on  the  New  York  Stock 
Exchange  at  14%  a  share  and  yielding 
6.5%.  A  maximum  of  20%  of  its  port- 
folio could  be  nonrated  issues  such  as 
Mello-Roos  bonds,  according  to  Van 
KanifKn  Merritt's  Robert  FrtKhlich. 

Because  Mello-Rcx)s  bond  issues 
made  up  only  small  p)ortions  of  their 
portfolios,  these  funds  carefully  limit 
their  risks  while  picking  up  a  few  extra 
basis  jx>ints  in  yield.  Any  individual 
investor  would  do  well  to  similarly 
diversify.  ^ 
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MONEY  &  INVESTMENTS 


Having  just  gone  through  a  healthy  correction,  the  market 
for  small-cap  value  stocks  is  ready  for  its  next  leg  up. 


Going  up 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  an6  Super  Stocks. 


You  CAN'T  HAVE  a  healthy  bull  market 
without  some  sharp  corrections,  and 
it's  good  news  for  the  stock  market 
that  we  have  just  had  one,  even 
though  most  people  didn't  even  no- 
tice it.  Now  we  can  move  on  to  this 
bull  market's  next  up  leg. 

March  was  a  rugged  month.  The 
first  half  of  April,  too.  You  hadn't 
noticed?  That's  because  you  were 
paying  too  much  attention  to  the 
Dow  Jones  average  or  the  s&P  500. 
The  500  dropped  2%,  but  all  the  truly 
broader  indexes  dropped  much  more, 
in  the  range  of  5%  to  10%.  The  OTC 
Composite,  for  example,  which  is 
heavily  dominated  by  midsize  growth 
stocks,  fell  5% — followed  by  another 
3.5%  drop  in  early  April. 

What  caused  the  correction?  Fear 
of  Japan's  falling  stocks,  fear  that 
Bush  might  not  get  reelected,  and  fear 
that  the  Fed  wouldn't  loosen  fi.irther, 
choking  the  economy. 

None  of  these  are  really  worth  wor- 
rying about.  The  Fed?  We  don't  need 
looser  money  to  sustain  this  bull  mar- 
ket. Japan?  Japan's  problems  ccMitrib- 
utcd  to  our  1989  90  bear  market.  It 
isn't  a  risk  now.  Most  of  the  air  is  out 
of  that  bubble  in  the  55%  multiyear 
drop  that  is  histor)'.  If  there  is  a  bit 
more,  don't  worry;  it  won't  blow  all 
the  way  over  the  Pacific. 

Mr.  Bush?  As  a  third -party  candi- 
date Ross  Perot  might  or  might  not 
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cost  Bush  the  presidency,  but  with  all 
due  respect  to  the  President,  he 
doesn't  have  much  impact  on  my 
market  forecast.  Nor  Mr.  Clinton. 

1  think  the  years  ahead  will  likely 
show  a  stock  market  a  bit  like  the 
Carter  years:  Folks  who  are  fixated  on 
the  Dow  and  S&P  500  will  find  litde  to 
cheer  about.  They  may  never  note  the 
magnitude  of  this  quiet  bull  market. 
But  those  willing  to  root  around 
among  the  smaller  and  cheaper  stocks 
will  have  a  heck  of  a  fine  party. 

This  small-cap  bull  market  started 
in  October  1990.  We  had  a  January 
1991  correction  just  before  the  Iraqi 
invasion.  We  had  a  second  one  last 
November  and  December  in  a  dou- 
ble-dip recession  head-fake.  This  one 
— March-April  1992^was  the  third. 

There  will  be  at  least  several  more .  I 
don't  know  when.  The  nature  of  cor- 
rections is  that  they  come  at  you  out 
of  the  blue  and  last  ten  days  to  two 
months.  They  cost  most  stocks  5%  to 
10%  and  then  disappear  as  quickly  as 
they  came,  yielding  to  the  next  up  leg 
of  the  market.  You  can't  really  protect 
against  corrections,  and  they  aren't 
really  worth  worrv'ing  about. 

What  is  worth  worrv'ing  about  is 
that  this  is  a  bull  market  for  most 
stocks,  despite  not  being  reflected  in 
the  Dow  industrials  and  S&P  500.  Bull 
markets  that  were  led  by  smaller-size 
stocks,  whether  growth  stocks  or  val- 
ue stocks,  have  t\'pically  lasted  three 
to  four  years.  Having  started  in  Octo- 
ber 1990,  this  bull  market  is  only 
about  half\vay  through  its  life — may- 
be even  a  bit  less. 

So  get  ready  for  the  fourth  floor  on 
this  elevator.  It's  going  up  for  smaller 
stocks  selling  at  low  ratios  of  P  w, 
price-to-book  and  price-to-sales. 

Take  Tixns  Inrlustncs{20).  Hard  to 
get  excited  about  a  concrete  firm? 
Yeah!  So  it  sells  at  75%  of  book  value, 
35%)  of  annual  revenue  and  12  times 
what  its  earnings  were  pre  recessit)n. 
Total  price  tag — $220  million.  So 
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what?  Well,  it  also  owns  81%  ofN 
listed  Chaparral  Steel  (10),  one  o: 
world's  most  efficient  steel  mills 
ning  modern  minimill  technoloj 
a  large  scale.  Chaparral  sells  for 
million.  TXi's  81%  stake  is  worth 
million — more  than  TXl's  whole 
tag.  Buy  Texas  Industries.  Its  Ch 
ral  holdings  justif\'  the  price.  Yoi 
Texas'  low-cost  producer  of  con( 
for  free.  The  concrete  side  is  ru 
at  only  60%  of  capacit}',  so  i 
economy  warms  there  is  a  lot  of 
ings  leverage.  I  first  met  Chief  Ex 
tive  Robert  Rogers  15  years  agi 
don't  know  him  all  that  well,  but 
moles  say  he  has  improved  over 
years  and  is  one  of  the  most  knc 
edgeable  and  sensible  guys  in  c 
Crete  or  steel. 

Then  take  a  roll  on  Azf/ir  (6,  o-t-  — 
the  old  Ramada,  which  toda\'  r 
three  classic  casinos  and  3,300  h<^^ 
rooms.  At  70%  of  book  value,  ; 
with  depreciation  big  enough  to 
off  all  its  debt  in  five  years  if  it 
chose,  the  stock  is  dirt  cheap.  I  th  ■- 
investors  will  be  surprised  at  W  -' 
strong  earnings  can  come  on  in 
mid-1990s — maybe  $40  million 
S45  million,  w  hich  would  put  Azta 
five  times  earnings. 

Pope  Ci"  Talbot  (\8)  lost  money 
1991.  But  it  is  turning  around  nt 
aided  by  improvement  in  much 
the  lumber  business.  At  bKX>k  \al 
40%  of  revenue  and  five  to  six  tin 
what  earnings  W(.>uld  Ix'  in  a  norr 
year,  it  is  hard  to  sec  how  this  w< 
run  firm  w  on't  be  a  gcxxi  stcxk  in  i 
years  ahcnl. 

I  recommended  General  Host  ( 
at  7  on  Jan.  20,  but  I  think  t 
nursery  chain  is  wDnh  another  lo 
now.  Despite  its  runup  to  date,  it 
still  one  of  America's  cheapest  .skk 
Since  Ianuar\  much  of  its  turnart>u 
appears  to  be  in  place  and  is  transl. 
ing  into  earnings  results  now  I  ihi 
this  stock  will  sell  alx^\e  20  bete 
this  bull  market  is  over.  I 

Fortx^B  \lu  n.  19« 
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Sether  you  think  about  it  or  not,  you  are 

istantly  making  asset  allocation  decisions.  Maybe 

following  will  help  you  make  wiser  ones. 


» 


pleading 
ensks 


l<  Hulbert  IS  ec.;^r  ^:  ;r,e  Alexandria,  Va.- 
id'.Hulbert  Financial  Digest.  His  newest 
IS  The  Hulbert  Guide  to  Financial 
^sletters  (New  York  Institute  of  Finance). 


' 


.  >RH  AND  MORE  investors  are  dispos- 

i^f  other  assets  and  getting  lured 

ro  stocks  at  what  may  well  turn  out 

be  a  market  top.  Without  quite 

ilizing  what  they  are  doing,  these 

^cstors  are  making  an  asset  alloca- 

)n  decision — a  decision  to  switch 

It  of  other  asset  categories,  such  as 

sh,  bonds  or  gold,  and  into  stocks. 

The  topical  investor  "waits  until  it  is 

o  late  to  consider  explicitly  the  asset 

ocation  decision.  For  example,  it 

asn't  until  after  the  crash  of  1987 

lat  many  discovered  that  they  could 

ive  limited   their  losses  had   they 

versified  their  investments  beyond 

(xrks  alone. 

The  asset  allocation  decision  is 
nique  in  the  investment  world  be- 
luse  it  focuses  on  many  markets  at 
nee.  In  contrast,  both  the  market 
ming  and  securit)-  selection  deci- 
lons — on  which  the  topical  investor 
pends  most  of  his/her  time — deal 
t  ith  just  one  market  at  a  time.  A  timer 
ttempts  to  determine  whether  his 
narket  is  in  a  bullish  phase,  for  exam- 
ple. A  selector  hopes  to  discover  a 
ccurit)-  that  is  more  attractive  than 
»ther  securities  within  his  market. 


But  it  is  only  the  asset  allocator  who 
considers  the  possibilit)'  that  some 
entirely  different  market  might  have 
even  more  fa\  orable  risk/return  char- 
acteristics altogether. 

The  asset  allocation  decision  is  by 
far  the  most  important  determinant  of 
investment  performance,  as  academic 
studies  have  repeatedly  confirmed. 
One  recent  study  by  Gar\'  Brinson  of 
Brinson  Partners  (published  in  the 
May- June  1991  issue  of  Financial 
Analysts  Jotirnal)  found  that  o\er 
90%  of  the  difference  in  the  long-term 
performance  of  82  pension  plans 
could  be  traced  to  those  plans'  origi- 
nal asset  allocation  decisions — not  to 
what  those  pension  fiinds'  managers 
did  within  each  asset  category-. 

The  asset  allocation  decision  re- 
quires the  financial  equivalent  of  the 
physicists'  long-sought  unificd-field 
theor\' — something  that  explains  and 
predicts  the  movement  of  all  the 
asset  classes  against  each  other 
simultaneously.  Sound  impossible? 
There's  good  news:  A  number  of 
investment  letters  seem  to  have  mas- 
tered this  unified-field  investment 
theon,'.  The  Hulbcit  Financial  Di- 
jjest  has  tracked  12  asset  allocation 
portfolios  over  the  last  four  years. 
Nine  of  these  have  outperformed 
a  buy-and-hold  portfolio  divided 
equally  among  the  asset  categories  of 
stocks,  bonds  and  gold. 

Three  investment  letters  are  clus- 
tered at  the  head  of  the  pack:  Stan- 
dard &■  Poor's  Outlook  (edited  by 
Arnold  Kaufman),  with  a  four-year 
gain  of  59.3%;  f.\(  Report  (edited 
by  Francis  C^urzio),  which  gained 
59.1%;  and  Donojjhuc's  Moncyletter 
(edited  by  William  Donoghue),  with 
a  four-year  gain  of  58.4%.  FLach  of 
these  top  three  asset  allocation  letters 


nearly  doubled  the  32.8%,  four-year 
return  of  a  portfolio  that  each  year 
was  divided  in  thirds  among  stocks, 
bonds  and  gold. 

How  did  I  measure  these  gains?  I 
constructed  a  portfolio  invested  in 
hypothetical  shares  of  each  market's 
average  when  invested  in  one  of  these 
three  markets,  and  otherwise  earning 
the  90-day  T  bill  rate. 

No,  these  asset  allocators  did  not 
outperform  stocks'  91 .8%  return  over 
these  four  years.  The  "market"  these 
asset  allocators  were  trying  to  beat 
wasn't  composed  just  of  stocks,  but 
also  included  bonds  and  gold — both 
of  which  performed  less  well  than 
stocks  over  these  four  years.  An  all- 
markets  composite  is  the  best  measure 
of  what  an  investor  could  have 
achieved  just  by  splitting  his  assets 
three  ways,  and  it  is  against  this  that 
these  top  letters  should  be  compared. 

What's  the  best  way  of  using  these 
letters  to  make  your  own  asset  alloca- 
tion decision?  The  first  step  is  to 
answ  er  any  of  a  number  of  financial 
planning  questions:  How  risk  averse 
are  you,  for  example?  For  what  time 
horizon  are  you  investing?  Once  you 
answer  these  questions  you  can 
choose  a  letter  that  closely  fits  your 
profile.  Of  the  top  three  asset  alloca- 
tion letters,  fxc  Report  is  the  most 
conser\ative  and  Donojjhue's  Money- 
letter  (ai  least  his  \'enturesome  Port- 
folio, which  is  what  the  hfd  tracked 
for  these  four  years)  is  the  most  ag- 
gressive. Keep  in  mind  that  "most 
aggressive"  in  this  context  is  only 
relative,  however,  for  even  Dono- 
ghue's  \'enturesome  Portfolio  is  less 
risky  than  a  stocks-only  portfolio. 

Despite  the  differing  risk  profiles 
among  these  three  top  letters,  howev- 
er, they  have  a  remarkably  similar  asset 
allocation  right  now.  f.vc  Report  is 
recommending  a  65%  st(xks/30% 
bonds/5%  cash  allocation;  Outlook,  a 
55%  stocks/30%  bonds/ 15%  cash  al- 
location; while  Donojfhue's  Moneylet- 
ter  advises  a  65%  stocks/35%  bonds 
allocation.  Note  that  none  of  them 
currently  puts  money  into  gold. 

Just  remember:  This  sttKk  bull 
market  won't  go  on  forever.  When  it 
does  end,  especially  if  it  ends  with  a 
bang,  those  investors  who  diversified 
their  assets  will  lose  a  lot  less  than 
those  who  went  for  the  big  gains 
achievable  in  stcK'ks.  ■■ 
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MARKET  TRENDS 
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Analysts  who  buck  a  trend  take  big  risks 
with  their  careers— as  Dick  Bove  discovered, 
Merely  being  right  didn't  save  his  job; 
-he  wasn't  right  soon  enough. 

Bank  on  it 


BY  FREDERICK  E.ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 

partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


From  December  1988  untdl  Novem- 
ber 1990,  Dick  Bove  had  been  em- 
ployed as  senior  banking  analyst  in 
New  York  for  Dean  Witter,  the  bro- 
kerage subsidiary'  of  Sears,  Roebuck. 
During  the  months  that  he  was  em- 
ployed at  Dean  Witter,  Bove  recom- 
mended 23  bank  stocks,  22  of  which 
are  up  since  recommendation.  The 
average  appreciation  is  75%,  versus 
33%  for  the  market  as  a  whole. 

But  Dick  Bove  isn't' around  Dean 
Witter  to  receive  congratulations.  In 
November  1990,  when  his  recom- 
mended list  hadn't  yet  taken  off  and 
bank  stocks  were  at  their  nadir,  he  was 
fired.  Since  the  date  of  his  firing,  the 
list  is  up  more  than  90%.  Wall  Street 
has  a  knack  for  hiring  at  the  top  and 
firing  at  the  bottom. 

Now  self-employed  as  the  Bove 
Group  in  Chatham,  N.J.,  Bove  is  still 
recommending  banks — and  compa- 
nies that  can  help  banks  operate  more 
erticiently. 

I  talked  with  him  recently  and 
learned  the  circumstances  of  his  fir 
ing.  It's  a  familiar  stor\ .  Industry' 
analvsts  who  follow  mu\  recommend 
hot  stock  market  groups  are  heroes, 
and  those  who  follow  mm.\  recom 
mend  cold  groups  are  goats.  It  takes 
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guts  to  buck  the  trend — regardless  of 
the  facts — and  the  analyst  who  fol- 
lows this  difficult  path  often  forfeits 
his  job  if  his  group  stays  cold  long 
enough.  Dick  Bove's  current  vision 
of  banking  is  pro\'ocati\e  and  dove- 
tails with  my  own. 

I  was  very  curious  why  Bove  con- 
tinued to  recommend  bank  stocks 
when  they  were  trending  down.  Sim- 
ply, Bove  believed  that  the  individual 
banks  he  was  recommending  had  im- 
portant franchise  value,  were  selling  at 
less  than  book  value  and  were  not 
going  out  of  business.  Chemical 
Bank,  to  cite  one  recommendation, 
has  a  wonderful  business  franchise  in 
New  York  Cit)',  according  to  Bo\'e. 

I  find  it  hard  to  be  anything  but 
contemptuous  of  the  banking  indus- 
try' as  a  whole.  After  losing  countless 
billions  making  loans  to  lesser-devel- 
oped countries,  oil  operators,  real  es- 
tate operators  and  leveraged- buyout 
operators — all  in  the  short-term  pur- 
suit of  big  fees  and  big  spreads — it 
seems  likely  that  yet  another  lending 
disaster  is  just  around  the  corner. 

Not  so,  says  Bo\e.  The  current 
regulator\'  environment  and  capital 
requirements  make  it  ver\'  clear  w  hat 
banks  will  do.  They  w  ill  continue  to 
cut  costs  and  consolidate,  and  they 
will  continue  to  facilitate  the  funding 
of  the  national  debt  by  playing  the 
yield  cur\e — getting  money  at  low, 
low  short  term  rates  and  investing  it 
in  Treasury-  bonds  that  pa\'  double  the 
interest.  Banks  that  have  low  operat- 
ing costs  and  ha\'e  access  to  cheap 
deposits  are  at  an  adxantage.  If  the 
bank  occupies  an  important  niche  or 
is  in  a  position  to  charge  fees  to  its 
customers,  so  much  the  better. 

While  politicians  and  their  appoin 
tees  are  exhorting  banks  to   make 
loans,  behind  the  scenes cvcrsthinv;  is 


■  "4' 
coming  together  to  make  them     '■■' 

tious  about  lending.  A  conventi    "CK 

loan  must  be  backed  up  with  at 

4%  equit}'  capital  and  is  vigorc 

scrutinized  by  regulators.  On  the 

er  hand,  a  bank  that  has  a  funding 

of,  say,  3%  can  buy  government  s 

rities  yielding  8%,  which  requires  I 

cally  no  equit>'  capital  and  does 

get  regulaton,-  scrutiny.   Furthc 

long-term  rates  go  up,  and  thusi 

values  of  long-term  government  s 

rities  go  down,  banks  do  not  ha\ 

reflect  this  fact  in  their  income  st 

ments.  Brokerage  firms,  on  the  o 

hand,  have  to  mark  their  securitii 

market.  Banks  don't. 

The  National  Banking  System 
started  during  the  Ci\il  War  to  f| 
the  Union  Army's  war  efforts 
ironic  that  national  banking  ha^"^ 
most  come  hill  circle.  Banks  are  p 
tioned   to   fund   the   national  d 
while  our  traditional  concept  of  le 
ing  has  moved  outside  the  ban! 
system.  According  to  Bove,  last " 
banks  added  more  than  SI 00  bill 
in    go\ernment    securities    to    t 
portfolios.   There  is  more  than' 
trillion  floating  around  the  work   \ 
Eurodollars.  If  you  buy  a  wasn     , 
dr\'er  from  Sears  on  credit,  for  ex: 
pie,  the  chances  are  that  your  Icml 
securitized  and  sold  in  the  Eurcxio 
market.  Banks  are  out  of  the  picti 

Bove  points  out  that  in  four  of 
last  five  years,  loan  loss  provision 
the  banking  industr\'  have  cxcec 
pretax  profits.  It  follows  then 
since  banks  are  not  making  loans,  I 
loss  prousions  will  decline.  As  t 
do,  earnings  will  expltxie.  Don't  tf 
of  banks  as  you  would  have  traditi 
ally.  Bove  \iews  J. P.  Morgan,  tor 
ample,  as  a  leveraged,  fee-gencrat 
go\ernment  bond  fund. 

He  likes  banking  organizations  \ 
gather  depi>sits  cheaply,  generate 
fee  income,  are  dri\ing  down  tl 
costs  and  have  imptirtant  tranchi 
He  taxors  Stan-  Strcft  Hunk  Ro. 
(64),  Wilwinjjton  Trust  Corp.  (-^ 
Xorrhcni  Trust  (51)  and  Natu 
Ha  nk  C \)rp.  ( 45 ) .  He  also  likes  com 
nies  that  help  banks  U)wer  their  cc 
Hojiiin  Systrtns  (5),  a  sitK'k  I  rect 
mended  Apr.  1(>,  1990,  is  one  ex. 
pie.  Overall  he  thinks  banks  will  m 
a  lot  of  mone\,  but  in  ways  that 
more  useful  to  the  federal  gent 
ment  than  to  \ou  and  me. 
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jerest  rates  have  been  a  reliable  guide  to  the  direction 
fstock  prices.  Right  now  they  are  giving  a  clear  signal: 


aise  cash 


ries  E.  Babin  Is  managing  director  of  BRS 
)ital  Management,  Inc.,  an  investment 
nagement  firm  in  Boston. 


lOM  A  PEAK  of  9.1%  in  March  1989, 
terest  rates  on  three-month  Trea- 
rv  bills  nose-dived  to  a  19-year  low 
3.62%  on  Apr.  14,  1992.  Not 
rprisingly,  the  stock  market's  re- 
onse  was  dramatic.  Over  this  same 
.riod,  the  s&r  500  returned  an  in- 
edible 59%,  including  dividends. 
I  But  has  the  stock  market  gotten 
j)iTiewhat  ahead  of  itself,  given  the 
tential  for  a  disappointing  econom- 
recovery  and  other  factors  (see 
oRBF.s,  Apr.  27  cover  story)>  The 
istoric  linkage  between  interest  rates 
nd  the  stock  market  can  give  us  some 
nportant  clues. 

Think  back  to  the  last  major  stock 

larket  correction,  the  Kuwait  inva- 

lon  period.  In  the  immediate  after- 

lath  of  the  crisis,  pessimism  reigned, 

nd  the  S&P  tumbled  about  14%.  In 

•road   brush,   the   gloomsters  were 

onvinced     that     the     torching    of 

Nuvvait's     oilfields     would     trigger 

imbing  oil  prices,  rampant  inflation 

[ind  a  deep,  long-lived  recession.  Even 

t  the  market's  nadir,  any  number  of 

\pcrts  advised  bailing  out  of  the 

tock  market.  Many  investors  did. 

As  events  panned  out,  it  was  a 

listake  to  get  out  of  stocks  at  that 

ime.  By  November  the  s&P  had  re 

umed    its    upward    trek,    returning 

early  40%  for  the  18-month  period 

fnded    Mar.    31,    1992.    Investors 

might  have  avoided  the  mistake  of 


selling  on  the  war  news  had  they  paid 
attention  to  interest  rates. 

What  they  would  have  realized  was 
that  interest  rates  were  falling  at  that 
time,  not  rising.  How  could  this  be?  If 
runaway  inflation  was  the  inexitable 
consequence  of  the  impending  Gulf 
war,  then  interest  rates  should  be 
rising.  But  T  bill  yields  kept  falling.  To 
me  this  was  a  signal  that  the  doom- 
sters  were  wrong  about  both  the  con- 
sequences of  the  war  and  its  effect  on 
the  stock  market. 

The  table  below  lists  the  tactical 
decisions  that  would  have  been 
reached  by  relying  exclusively  on 
credit  market  movements  to  allocate 
financial    resources    between    stocks 


and  riskless  assets  since  1986,  a  period 
characterized  by  extreme  volatilit>'. 

While  historical  results  don't  guar- 
antee fijture  outcomes,  notice  the 
extent  to  which  interest  rates  success- 
fully guided  the  asset  allocation  deci- 
sion. As  indicated  in  the  table,  16  of 
the  last  20  tactical  decisions  were 
called  correctly  (an  .800  batting  aver- 
age). Remember,  a  "W"  was  assigned 
to  decisions  even  when  the  differen- 
tial in  returns  was  minuscule  (e.g., 
decision  dates:  June  1988  and  De- 
cember 1989). 

So  what's  today's  correct  tactical 
decision  based  on  current  interest  rate 
information.^  Go  for  cash.  For  the 
April-September  period,  interest  rates 
are  suggesting  that  cash  equivalents 
will  beat  the  S&P — the  first  defensive 
signal  in  t\yo  years. 

While  it  may  be  different  this  time 
around,  I'm  not  willing  to  ignore  an 
indicator  that  has  given  sound  signals 
since  1986.  While  there  are  solid  rea- 
sons to  remain  bullish  on  the  fiill-year 
outlook,  a  short-term  correction  may 
be  in  the  offing.  Hi 


Tactical  asset  allocation  decisions^ 

Decision 

Tactical 

Ensuing  6-montti  return 

Rigtit/Wrong 

date^ 

decisions 

S&P  5003 

T  bills 

decision 

Dec  1986 

S&P 

27.4% 

2.8% 

R 

Mar  1987 

S&P 

12.0 

2.8 

R 

June  1987 

Cash 

-17.4 

3.1 

R 

Sept  1987 

Cash 

-18.1 

3.1 

R 

Dec  1987 

S&P 

12.7 

2.8 

R 

Mar  1988 

S&P 

7.0 

3.1 

R 

June  1988 

S&P 

3.4 

3.5 

W 

Sept  1988 

S&P 

10.3 

3.8 

R 

Dec  1988 

S&P 

16.4 

4.3 

R 

Mar  1989 

S&P 

20.5 

4.2 
4.0 

R 

June  1989 

S&P 

13.1 

R 

Sept  1989 

S&P 

-1.0 

3.9 

W 

Dec  1989 

S&P 

3.2 

3.8 

W 

Mar  1990 

Cash 

-8.1 

3.9 

R 

June  1990 

S&P 

-5.9 

3.7 

W 

Sept  1990 

S&P 

24.8 

3.4 

R 

Dec  1990 

S&P 

14.1 

3.1 

R 

Mar  1991 

S&P 

5.2 

2.8 

R 

June  1991 

S&P 

14.4 

2.6 

R 

Sept  1991 

S&P 

5.6 

2.2 

R 

Dec  1991 

S&P 

Mar  1992                          Casti 

'Allocation  decisions  tretween  3-nfionth  T  bills  and  the  S&P  500.    'At  end  ( 

)f  quarter.    'Includes  dividends. 

The  table  depicts  the  ability  of  investors  to  allocate  financial  resources  between 
equities  and  cash  equivalents  by  relying  on  the  credit  markets  to  guide  the  way.  The 
exercise  assumes  that  decisions  would  have  been  based  strictly  on  interest  rate  data 
available  at  the  decision  date  and  that  the  asset  is  held  for  the  upcoming  six  months. 
Today's  signal  suggests  a  short-term  stock  market  correction  is  in  the  offing. 
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FORBES  MARKE 


FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


BIG-HAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


631.5%  gains,  with  exceptionally  low 

risk,  for  the  11  Vs  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


VOICE  MAIL 


BUSINESS  OPPORTUNITIES 


Ji  > 


^LAST 

Your  MesOje  Thn! 

t  VOICE  MAIL 

">•   TELEMARKETING 
4^ALL  PROCESSING 

Tfanskxm  your  PC'XT' AT/386  mio  a  tiulIMme  vocepto- 
C9ssmg  command  cenier  Inielligeniiy  ptocess  yooi 
sales,  inquires  ano  messages  Complete  package 

Multi-Line   ocesoiuioni       S99S 

SINGLE  LINE  iBigrnOulhl  S295 

'Orveiooci'OfM  Qxtit^  j>ii!ao>«l 

VISA -MC-AMEX -COO 
FOR  SALES  OR  INFORMATION 

Call:  1-800-947-4884 

CALL    (S'OI  522-3800  •  FAX    iSlC"  S??  S556 

TALKING  TECHNOLOGY,  INC.    Tj 

11?^  AlLANie  «VI    •»IAMH)«    r.A  WW     /// 


BUSINESS  OPPORTUNITIES 


REAL  ESTATE 


Expanding  Real  bstate  Acquisition  Co. 

needs  ambitious  partners  to  purchase 

real  estate  with  us,  using  our  methods 

and  funding  sources. 

$7500  Investment  Required 

1-800-521-0458 


ACQUISITIONS 


THE 

AMERICAN 
DREAM. . . 


Success  and  time  to 
enjoy  it!  International 
Corp.  provides  support, 
training  for  this  power- 
ful, profitable  program. 
Work  for  yourself. 
Unlimited  income 
opportunity.  Call  for  full 
details:     Mr.  Retcher 
800-231-0123. 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brolcerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations.  General,  Atrcraft, 
Boat  &  Shelf  Corporations. 


Aliuun' 


xsrrv 


CarWrlte  lor  FRtE  KIT: 

P.O  Box  484-FB 

Wllfnington,  OE  19699 

800^1 -CORP  •  302-652-6532 


For  Information  on 
Forbes  Market  Classified: 
Call  Linda  Loren 
212-620-2440 


Receive 
for  only 


ine 


An  introductory  subscription  to  The  Valne  Line  Inveatment  Surrey 

brings  you  the  2000-page  Investors  Reference  Service — Value  Une  s  aio 
recent  FJatings  and  Fleports  on  1700  stocks  and  the  How  to  Invest  in  Com 
Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  ^-eek  for 
weeks  for 560" $55.  Available  only  once  every  two  years  to  any  househol 
SPECIAL  BOmJS:  With  your  subscription  vou  \*1ll  also  receive  Barron 
DICnONART  or  FINANCIAL  AND  INVESTBCENT  TERMS.  Third  Edltt 
(retail  price  $9.95)— 537  pages  filled  with  over  3.000  definiUons  of  terms 
stocks  and  bonds,  banking,  corporate  finance,  and  more — in  accordance 
Federal  Income  tax  revisions.  Your  subscription  to  Value  Line  may  be 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along 
name,  address  and  zip  code  together  with  this  ad  or; 

CaU  ToU-Free  1-800-833-0046 

(Ext.  2903-Dept.  216A1 1)  American  Express.  MasterCard  or  Visa. 

24  hours  a  day.  7  days  a  week.  30  day  Money-Back  Guarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 

The  Value  Line  Investment 

711  3rd  Avenue 
NfY  10017-4064 
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CORPORATE  ITEMS 


Save 

50% 


S».l« 


FREE  CERTIFICATE 

AWARD  PLAQUES  WHO! 

Perfect  award  to  show  appreciati 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetii 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-ri.|», 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscalex>sa,  .-MaUania  3>k\3 


CABLE  TV  ConvertfiT  Boxes 
STOP  RENTINGl 

Sav«  Man«y  -  Own  Your  Own  Equt)"<<n( 

Al  Major  Brand  Name*  •  Ftm  30  (Di^  T^al 

DNimWarM  •  FRS  CATALOG 

Add-On  Cafato  Co. 

1-800-334-^75 


BUSINESS  SERVICES 


RESEARCH  RffORTS 

19.278  academic   topics  available' 

Send  $2  00  for  the  272pa9e  catalog 

Custom  wntien  -epo^ts  also  availaWe 

KSLUa /USSTMIGI 

11322  Idaho  Ave  ./206FM. 

Los  Angeles.  C A  90025 

Toil  FfM  HotNiM:  800-351-0222 

(Calilornia  3iO-477-8k26) 


COLLEGE  DEGR  '*! 

BACHELORS  •  MASTERS  •  OOCT^  .  ' 

Hi  mmt  i«t  ml  r. 
fittnma  •  Ht  0 


1-80(M234    vx^ 
FAX  (213)  471,  ■^' 


tmfntl 

Pai'irH-  \St«sU»rn  Inivpn 

N.V  V  ><.t  -f.-j  -^v.-  .>f  '>^  .J  ^yn 


I 

5B1 


FREE  COLLEGE 


•  EXTERNAL OIQRU 
TOLL  FRII  S4  hn.  (100)  7SI 

JkSALLt  UMVt«SlTV 


Cil 


lie 

1^ 


FRANCHISES 


CORPORATE  ITEMS 


At  Last  An  Investment 
With  Vision. 


I  right.  No  more  excuses.  No  more  justification  for  putting 
your  future.  Finally,  there's  an  opportunity  to  invest  in 
jrseif.  An  investment  opportunity  wi\h  vision.  An  investment 
/ision.  For  information  about  a  truly  visionary  opportunity 
u\  the  worlds  largest  provider  of  vision 
e.  give  us  a  call  at  1  -SOO-PEARLE-I . 


PEAOl^nsiOH 


■chise  opportunities  are  axaiabic  ttvoughout  Mortti  Afnenca  ooept  m  Cabfome  and  Washington.) 


\     PERSONAL  CARE 


OP  SWEAL 
EEKS 

Injc*  IS    an     in- 

)ibly  more  effec-    UNDERARM! 

way  to  combat 

5SS  sweat  — 
bout  chemicals, 
ttronic  treatment 
6  weeks  dry- 
Reusable   — 

&  effectfve  say 
"edical  books. 

»nd  for  free  information. 

•  ERAL  MEDICAL  CO    Dept  FOB  53 
1935  Armacost  Avenue 
'Los  Angeles.  CA  90025 


HANDS 


FEET 


ART  &  ANTIQUES 


MLSELAl  Ql WLITY 

SHIP  MODELS 


'-••nuig  docifiisfiBd.  one  of  a  kmd  models  by 
raonalyacdaniadnxMelmakars  S(ioei975 
Custom  moMs  •  H»5>oraton  •  A()pnsals 

'  Bnxfture  orSWOO  musnted  Catrtngiw  • 

KSOjaCAS  MARINE  MODGL  CALLEIW.  Inr 

»trti»  Squarr  S«lcnv  MA  01970"  SOd  7«5  5777 


Our  15th  year  of  DISCOUNTS 

Tindy'  Computers 
Mlio  Shack*  phones       and  more 

Toll  Free  800-231-3680 
•11  Katy  Fwy  Katy  .Houston)  TX  77450 
■3-392-0747     Fax  (713)  574-4567 


OSCELLANEOUS  FOR  SALE 


E  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 
-Any  quantity!  - 

HOUSE  OF  ONYX 

ain  St  .  Greenville.  KY  42345 

» -H  426-8352  or  FAX  502  -  3-18-»605 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  rebeve  back  paiit 

>  Buih-in  adlustaUe 
hunbar  support 

>  Adjustable 
neck  rest 

•  Foru-aitJ-tih 
feature 


BackSax^r  ISSSg^l 

}3>fhnUe   Drp;  WE.  HoBsia*.  NA  OITM 


GRAND  CHOCOLATE 
PIZZA  » 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gift-Wrappea  Delivery  Available 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 


HAND  CARVED  MAHOGANY 
JETFIGHHRS 


I A4  If  K 


Col  1-800  950  9944 


!!  CASHMERES  !! 

M  Lob  0(  Otlie  Goc&ti '  Free  iiodtmt.  ttm' 

MMIMUO  MGKT  TO  row  nW 

Nnie,  pfewe.  w  ta. 

alBqwcM^KopM 

nmm:  01 1  '44-334-7»86  (2«n) 

Fu:  76416 

ST.  AMMEWS  WOOILEM  MU, 

ST.  ANMKWS.  SCOTIAM 

(Yey  mt  It  niH  Im  on  the  im  Gmm!) 


100%  Cotton/ YourLogo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Coctcin.  .Atnmcan  \A^e  polo  shirts.  cuMiim  rmbrohierexJ  mith  vour  iofo 
are  such  gMxJ  c|ualit\.  mc  unc.  .  ^irancee  thra  for  an 

indetinite  pcncxi  i4  time'  Frc.  •      ■  For  a  pnce  list  and 

ca,aK.gue  please  call:  1-800-847-4478 

Fax  l-7lh-782-4614 

The  Queensboro  Shirt  Company 

Dept  F:5.  119  N  llthSt..Greenpoinl.  NV   11211 


WINE  CELLARS 


WINE  CELLARS  BY 

28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOHLES  ♦ 


1 


musA 


FACTORY  DIRECT  TO  YOU  ''''^^ivk'^ 


If 


MODEL      DESCRIPTION       APPRX  CAPACmr 

■'—-■  600 

280 
114 
230 

e*c'OFijfs 


suee 

KIAI. 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


rgiossooor  899 


Yoyt 

COST 

$1695 

1995 

1795 

995 

1195 

1995 

2995 

659 


Vinotemp  Int'l  •  -: 

CA-.  800  777-VINO    777-8466 


'3"5^ 


::  '  E  •  .zi  Angeles.  CA  90061 
213  719-9500  fax  213/719-9^18 


MAIL  ORDER 


GOLF  GIFTS 


StairLFT 


Mooe  SC 


Ride,  Don't  Climb. 


Stai'Lii^ 


IncNnatorCo 
o(  America.  For 
moreinfonna- 


INCLjNATOR 

Dept  7 

P  0  Box  1557 

Hamsburg.  PA  17105-155 


FISHING  BOATS 


^sass  HunreR  > 

w  angler  s  mMs  F«  »  adaiasaa  tn^  IB  a  saat  IMc 

|W»M«   Mi  tMl  «  MM  OMW- 

\imm    F«  a  tat  kiKkai  at 

^01  Bf*  M  PO  tai  tj«3.  Mt- 

«    ^iMLGASHO  tt2-244-«(l 
"-^'  '■'■■*  orttn  cd  lai- 

lenHC/MSA 


STOOGES  Tnr^x 
GOLf     g 

Poster  22x26 $10  00 

T-Shirt.  L.  XL. 20  00 

Watch 40.00 

AfiMficsn  Prooucts 

71  DWwtomw/Wa 

Marttord  CT  06106 
1-800-783-9800  MC.  VISA 


Fbrbes:CapitalistT6ol® 


aiBtETWHLIVtll 


EDITED  BY  THOMAS  JAFFE 


Erosion 

"The  news  commentators  will  tell 
you  this  is  a  record-breaking  stock 
market,"  says  a  Wall  Street  friend  of 
Streetwalker  who's  also  a  top  retail 
broker  for  a  leading  brokerage  firm. 
"But  there  is  major,  major  erosion 
going  on.  It's  not  just  the  biotechs 
anymore.  The  home  builders  are 
down;  major  pharmaceuticals  like 
Merck  and  Johnson  &  Johnson  are 
down.  Yesterday  the  retailers 
slumped.  Today  Storage  Technology 
is  down  11  points,  to  45%.  A  few 
weeks  ago  it  was  78." 

Our  friend,  in  the  business  25  years, 
has  seen  his  share  of  market  cycles. 
How  does  he  characterize  the  current 
market?  "It's  earnings-oriented.  If  a 
company  reports  good  earnings,  it's 
got  a  chance.  If  it  puts  out  a  bad 
report,  it  gets  massacred." 

What's  next?  "A  lot  of  IPOs  being 
planned  are  going  to  be  pulled.  You 
know,  a  lot  of  the  recent  ones  are 
already  down  60%."  His  advice  to 
clients:  Stay  in  cash.  "Even  at  3.5% 
you're  not  losing  money." 

Attention,  contraHans 

With  the  Tokyo  stock  market  in  a 
rout,  Donald  Fishback  Jr.,  research 
director  of  Cincinnati's  Investment 
Research  Institute,  has  noted  an  in- 
teresting anomaly.  The  Salomon  Nik- 
kei call  warrants — once  a  popular  way 
to  bet  on  a  rebound  of  Japanese 
stocks — have  lately  been  holding 
their  premium  remarkably  well. 

These  warrants  began  trading  at 
3%  in  April  1990  and  expire  in  April 
1993.  Recently  at  1^2  on  the  Amex, 
the  warrants  have  a  strike  price  of 
28,440  on  the  Nikkei.  With  the  Nik- 
kei quivering  at  17,000,  they're  way 
out  of  the  money.  But  since  Mar.  2, 
when  the  Nikkei  was  at  21,488,  the 
warrants  have  lost  only  8%  of  their 
value,  against  the  Tokyo  market's 
21%  loss. 

Docs  this  mean  the  warrants  are 
overpriced?  Fishback  doesn't  think 
so.  If  the  recent  volatility  in  Tokyo 
continues  a  while,  he  says,  the  Nikkei 
doesn't  need  to  rebound  to  its  earlier 
lofty  le\els  for  warrant  holders  to 
make  some  trading  prt)fits.  Suppose 
the  Nikkei  rallies  10%  over  the  next 
month  or  so.  The  \  aluc  of  the  warrant 
should  increase  by  about  18%. 
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The  risk:  If  the  Nikkei  doesn't 
move  over  the  next  year,  the  warrants 
could  expire  worthless.  But  as  a  spec- 
ulative play,  Fishback  recommends 
them  as  a  relatively  low-risk  way  to  bet 
on  a  bounce  by  the  Tokyo  market 
between  now  and  next  April. 

Right  hand 
versus  left  hand 

William  O'Neil  &  Co.,  owned  by 
William  J.  O'Neil,  is  well  known  for 
the  investment  data  it  sells  to  institu- 
tions. Clients  pay  upwards  of  $30,000 
a  year  in  commissions  for  a  variet)'  of 
services  by  trading  through  the  Los 
Angeles-based  brokerage  firm  O'Neil 
also  runs.  (A  handfial  of  other  custom- 
ers, including  Forbes,  pay  hard  dol- 
lars for  O'Neil  stock  market  data.) 
But  if  you're  not  a  big-time  investor, 
you  can  pay  $159  a  year  for  O'Neil's 
newspaper.  Investor's  Business  Daily. 
That  the  O'Neil  newspaper  and 
institutional  services  departments  op- 
erate independently  of  each  other  was 


A  Sonic  restaurant 
Drive-in,  drive-out  stock. 


apparent  last  month.  On  Apr.  9,  the 
paper's  popular  "Industries  in  The 
News"  section  featured  a  glowing 
report  on  Oklahoma  C^it) -based  Son- 
ic Corp.,  the  $54  million  (sales)  oper- 
ator of  drive-in  restaurants.  Price  in 
the  paper  that  day,  27V4  on  the  o  t  c. 

Yet  on  the  same  day,  William 
O'Neil  &  C'o.  taxed  its  institutional 
clients  a  "new  stock  market  ideas" 
confidential  alert  removing  Sonic 
from  a  buy  at  the  same  price. 

So  tar  anyone  \\  ho  read  the  new  spa 
per  and  bought  the  stock  is  mnning 
neck  and  neck  with  any  institutii>nal 
in\estors   wht)   sold:   Sonic's   recent 


Mean' 
.:errit 


share  price  was  27y4.  But  with  i 
stock  having  more  than  doubled  sii 
it  went  public  in  March  1991,  a- 
lately  selling  for  a  rich  25  times 
ing  12 -month  earnings,  Streetwi 
would  be  inclined  to  avoid  Sonii 


Cloud  over  Baker 

As  IE  the  oil  business  weren't  tbtf 
enough,  S2.8  billion  (sales)  oil  equ 
ment  and  serxices  giant  Baker  Hugl 
Inc.  has  a  king-size  legal  problem 
boot.  In  late  1990  a  Midland,  X 
jury  hit  Baker  and  Dresser  Industr 
Inc.  with  a  S 1 75  million  judgment  ■ 
shortchanging  Parker  &  Parsley  I* '"" 
troleum  Co.  on  materials  used  w^ 
stimulate  wells.   The   operation 
sponsible  for  the  fraud  is  now  called  inlc 
Ser\'ices  Inc.-,  a  S390  million  (s4|i  t«ll 
outfit  that  Baker  spun  out  to  t 
public  in  i990,  before  the  verdict  w  e.  ^ 
delivered.   (Pre\iously,   Dresser  hf  esu] 
been  a  28%  minorit)-  partner  in  Bj.) 

Baker's  share  of  the  damages! 
$117  million,  or  nearly  70%  of  I 
year's  profits.  Baker,  which  is  appc*  triB 
ing  the  decision,  claims  that  if  it  los 
most  of  the  money  can  be  recoup; 
from  insurance  or  from  Dress 
( Dresser  contributed  the  unit  that  c 
the  Parker  &  Parsle\-  work  to  theikhi 
joint  venture  with  Baker  Hughes.)*  tehw 

But  there  ma\'  be  w  orse  to  comej  set. 
key  to  Parker  &  Parsley's  victory  i  ahai 
court  was  the  testimony  of  Gar\'  Gcf  imo 
(Zeke)  Lancaster,  an  ex-Bi  manage  rsse 
Lancaster  claimed  higher-ups  at  '  st\. 
were  well  aware  of  the  wTongdoinf  rnn 
Now  Lancaster  has  copped  a  plea  !mil' 
one  federal  telony  count  of  mail  frai  Han 
and  has  agreed  to  cooperate  wv  mc 
federal  prosecutors.  The  criminal  ii  iigc 
formation  filed  b\  prosecutors  in  LaJ  idit 
caster's  case,  howe\cr,  also  names  Bi  m 
president,  I.W.  Stewart,  and  other  u  m 
BI  executives  as  I-ancaster's  co  co^  nlS 
spirators  in  the  fraud.  So  far,  none  i  ao 
the  executives  has  Ix'cn  indicted.       sne 

Bl's  lawyers  insist  the  men  had  i  m 
knowledge   of  I.,uicasier\s   shenar  itai 
gans  and  call  him  a  maverick  distri  i 
manager.  But  if  criminal  charges  a  ric 
filed  and  Stewart  or  the  others  Afk 
proven  to  have  known  of  the  fraud, 
could  vt>id  Baker's  insurance  covt 
age  of  the  earlier  award  and  cripple 
claim  auainst  Drcsscr.  Worse,  if  it  c; 
be  show  n  that  Raker  knew  of  the  sea 
before   it   st>ld  lu   to  the  public, 
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olders  may  try  to  claw  back 

)f  the  $300  million  they  paid  for 
ock  in  t\vo  offerings,  at  $20  and 

share.  Bj's  stock  recently  traded 
'/s  on  the  nysk. 

er  Hughes  insists  the  BJ  situa- 

ili  have  no  material  effect  on  it. 

ps,  but  Wall  Street  isn't  so  sure. 

's  Big  Board  stock,  recently  at 
has  been  cut  almost  in  half  since 
.  Meanwhile,  the  oil  ser\'ice  busi- 
is  terrible  and  analysts  continue 
sh  their  1992  earnings  estimates 
aker.  -James  R.  Norman 
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KOUBL,iNG  MARKETS  like  today's 
;  are  always  some  bright  spots, 
little   Harmon   Industries,  Inc. 
It  well  be  one  of  them.  With  just 
million  in  1991  sales,  the  Blue 
gs.    Mo. -based    company   is    a 
ing  supplier  of  electronic  equip- 
t  and  hardware  for  railroads  and 
;  transit  systems.  Harmon's  in  the 
t  business  at  the  right  time,  says 
bert  Buchbinder,  a  Kansas  City- 
d  analyst  for  Kidder,  Peabody. 
ailroads  are  beginning  to  spend 
\  on  new  equipment.  A  new  high- 
bill  provides  $160  million  a  year 
ugh  1997  for  warning  devices  for 
rtghway  crossings,  a  key  Harmon 
luct.   Federal  funding  for  mass 
■  sit  has  also  nearly  doubled. 
i  larmon  has  discontinued  several 
2  inesses  bought  in  an  attempt  to 
^  rsify.  Between  1989  and  1991  the 
ontinued  operations  had  losses  of 
2  million,  or  $1.83  a  share.  Last 
Harmon  slashed  by  25%  the  $20 
ion  of  long-term  debt  it  piled  up 
dng  one  of  those  acquisitions, 
buchbinder    estimates    Harmon's 
liings  will  increa.se  23%  this  year,  to 
I  cents  a  share.  He's  looking  for  a 
M  $1.05  in  1993.  So  the  stock— 
LUt  o-t-c  price  of  7 — sells  for  just  7 
les  next  year's  anticipated  earnings. 
^>aveat:  The  epa  has  issued  a  com- 
int  against  Harmon  alleging  viola 
lis  in  the  disposal  of  potentially 
'ardous  solvents  at  one  of  its  plants. 
IS  bears  watching — while  Harmon 
i  set  aside  money  for  cleanup,  it  has 
to  resei've  against  a  proposed  $2.8 
llion  penalty  in  the  matter.  Buch- 
hder's  advice  is  to  buy  carefully; 
:re  are  only  5  million  shares,  and 
liders  control  some  25%.  1M 
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FIDELITY  GROWTH  &  INCOME  PORTFOLIO 


"How  Can  I 
Pursue  Growth 
With  Lower  Risk? ' 


Today,  many  people  view  stock  investing  as  the  best  strategy 
for  long-term  growth,  but  want  some  moderation  that  limits 
some  of  the  risks  associated  with  aggressive  stock  investing. 
Fidelity  Growth  &  Income  Portfolio  is  managed  to  meet  both 
objectives. 


Managed  to  TUrn  Value 
Into  Growth... 

With  freedom  to  explore  good  values 
wherever  they  may  be,  Fidelity  Growth  & 
Income  Portfolio  is  managed  to  invest  in 
undervalued  stocks  that  have  the  potential 
for  good  growth  over  time. 


Average  Annual 
Total  Returns*  as  of 
December  31, 1991 


39.0(r- 

lYear 


16.91- 

5  Years 


19.71 


Life  of  Portfolio 
12/30/85-12/31/91 


...With  the  Potential  to 
Limit  Market  Risk 

Unlike  aggressive  stock  funds.  Fidelity  Growth  &  Income 
Portfolio  has  the  flexibility  to  adjust  to  market  downturns  and 
shift  its  portfolio  toward  more  high-yield  securities.  Of  course, 
share  price  and  return  will  vary. 

Find  Out  More  Today.  Call  or  write  for  a  free  prospectus  with 
more  complete  information  including  charges  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money  Start  your 
investment  with  $2,500,  or  $500  for  IRAs. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


FMelity 


Investments 

Common  sense.  Vncommon  results. 


® 


*Total  returns  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains  and  the 
effect  of  the  Portfolio's  2%  sales  charge.  Past  performance  is  no  guarantee  of  future  results  and 
vou  nia\  have  a  gain  or  loss  when  vou  sell  vour  shares.  Fidelitv  Distrihutors  Corporation. 
2r  "  CODE  FORB/GAI/051192 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  islands  pri\ale  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for  A 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  ot  tlK-ii 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  ju.st 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks. 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island,  has  its  own 
pri\ ate  run\\;u  and  daily  .scheduled  commercial  Aid 

Find  out  more  about  this! 
panidise  in  the  Fijis  and  ouj 
Special  Island  Exclusive. 
Liucala.  owned  and  openu| 
by  Forlx's  Magazine.  For 
more  information  write  \ 
Frrol  Kyland,  .Manajjer, 
Box  l49.  Fort  Garland,  C 
81 133.  or  call  "19  3^9  32 
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more  things  change . . ." 
eai^  ago  in  Forbes 

A  THE  ISSUE  OF  May  13,  1922  ) 
at  or  game  that  begins  to  smell  is 
i  'high.'  The  proposed  new  tariff 
h  high  and  'high.'  It  would  afford 
ican  manufacturers  such  free- 
to  mulct  the  consuming  public 
Senator  McCumber,  its  sponsor, 
necessary  to  utter  a  plea  that  its 
iciaries  refrain  from  taking  ftiU 
ntage  of  it.  A  tariff  feared  by  its 
parent  is  litde  likely  to  commend 
to  prospective  victims,  meaning 
household  in  the  land." 

previous  production  records  of 
rord  Motor  Co.  will  be  smashed 
g    May,    with    a    120,000-car 
dule — a  new  car  ever\'  six  and 
half  seconds  for  the  27  eight- 
workdays." 

years  ago 

,\j  THE  ISSUE  OF  May  15, 1932) 
less  there  was  a  last- minute  pick- 
a:uto]  sales  in  April  will  be  found 
lave  failed  to  show  the  usual  sea- 
il  upturn  and  probably  will  run 
e  than  50%  under  April  1931." 


'A. 


le    collective    mental    state    of 

erica  will  mainly  determine  com- 
developments.  Unhappily,  there 
t  no  visible  evidence  that  the  spirit 
ibject  surrender,  the  spirit  of  de- 
ism, has  worked  itself  out  and 
n  place  to  a  more  worthy  Ameri- 
attitude.  Until  our  mental  state 
roves,  improvement  in  trade  and 
istry  and  employment  cannot  be 
ted.  Washington  rather  than  Wall 
et  is  occupying  the  center  of  the 
?e." 


50  years  ago 

( From  ihe  issue  of  May  1 5,  1942 ) 
"This  writer  months  ago  ventured — 
perhaps  recklessly — the  opinion  that 
the  continent  of  Europe  could  not 
and  would  not  go  through  another 
winter  of  war.  Despite  the  astounding 
victories  scored  by  Japan,  the  writer's 
view  still  is  that  the  chances  favor  the 
collapse  of  Hiderism  before  this  time 
next  year." 

-B.C.  Forbes 


Forbes,  launched  in  1917  when  the  U.S. 
was  deep  into  Worid  War  I,  celebrated 
its  25th  birthday  during  Worid  War  11. 


"Leading  retailers  will  soon  offer 
'liquid  stockings' — a  paint-on  make- 
up for  legs,  similar  to  a  product  popu- 
lar in  England.  Meanwhile,  practically 
all  hosiery  sellers  are  setting  up  repair 
departments  (20  cents  to  fix  a  run)." 


years  ago 


25 

(From  the  issue  of  May  15,  1967) 
"Now  all  at  once  there  are  more  than 
50  major  lawsuits  pending  against  the 
Big  Eight  public  accounting  firms. 


which  handle  about  80%  of  the  U.S. 
auditing  business  of  hsted  companies, 
charging  irregularities  and  negligence 
in  preparing  earnings  reports  and  oth- 
er financial  statements.  Not  the  least 
of  these  is  the  suit  against  Peat,  Mar- 
wick,  Mitchell  &  Co.  in  the  celebrated 
Yale  Express  bankruptcy  case." 

10  years  ago 

(From  THE  ISSUE  OF  M.\Y  10,  1982) 
"Amaud's,  one  of  New  Orleans'  sto- 
ried French  Quarter  restaurants,  is 
offering  something  new  in  MP  treat- 
ment— three -year  reser\'ations  for 
$10,000  in  advance.  For  that,  the 
client  gets  a  permanent  table  (with  a 
brass  nameplate)  and  S4,000-a-year 
credit  for  food  and  drink.  The  restau- 
rant will  also  throw  in  a  key  to  its 
private  drinking  club.  .  .  ." 


Boston  tycoon  Clarence  Barron  bought 
Dow  Jones  and  the  Wall  Street  Journal  in 
1902.  His  heirs  still  control  them. 


"For  two  years  the  vise  has  been 
closing — inflation  on  one  side,  high 
interest  rates  and  recession  on  the 
other.  To  see  the  vise  in  action,  take  a 
look  at  the  figures  that  track  the  top 
500  U.S.  companies: 


Cin  Lines  started  ferrying  fully  loaded  freight  trains  between 
ieans  and  Havana  in  the  late  1920s. 


i^rbesB  May  11,  1992 


1981 

1980 

1979 

Sales 

+  9.9% 

+  15.0% 

+  18.8% 

Profits 

+  4.4 

+   7.7 

+22.5 

Assets 

+  10.7 

+  11.6 

+  13.8 

Mkt  val 

-11.5 

+31.6 

+  15.9 
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Henry  Ward  Beecher,  so 
the  story ^oes,  was  once 
asked  by  a  youn^r  preacher 
how  he  could  keep  his 
con£[re£ration  wide  awake 
and  attentive  during 
his  sermons.  Beecher 
replied  that  he  always 
had  a  man  watch  for 
sleepers^  with  instructions, 
as  soon  as  he  saw  anyone 
start  nodding  or  dozing, 
to  hasten  to  the  pulpit 
and  wake  up  the  preacher. 
ArenHyou  and  I  usually 
less  sensible?  Would  we 
not  be  inclined  to  have 
the  watcher  wake  up 
not  ourselves  hut  the 
fellows  caught  sleeping? 
In  other  words,  aren't 
we  disposed  always  to 
blame  others? 

-B.C.  Forbes 


A  Text ... 

Let  us  not  therefore 
judge  one  another 
any  more:  but  judge 
this  rather,  that 
no  man  put  a 
stumblingblock  or 
an  occasion  to  fall 
in  his  brother's  way. 
-Romans  14:13 


Sent  in  by  Warren  G.  Tarshis, 
Walnut  Creek,  Calif.  What's 
your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to 
senders  of  texts  used. 


You  don't  get  hits  by  tr>ang 
hard.  You  try  easy. 
-Gkorge  Brett 

The  first  half  of  life 
consists  of  the  capacit)' 
to  enjoy  without  the  chance; 
the  last  half  consists  of  the 
chance  without  the  capacity. 
-Mark  Twain 

Every  man's  work,  whether 
it  be  literature  or  music 
or  pictures  or  an\thing 
else,  is  always  a  portrait 
of  himself,  and  the  more 
he  tries  to  conceal  himself 
the  more  clearly  will  his 
character  appear  in  spite 
ofhim. 
-S.\MUEL  Butler 

The  trouble  with  some  women 
is  that  they  get  all  excited 
about  nothing — and  then 
marr\'  him. 
-Cher 


When  two  men  in  business 
always  agree,  one  of  them 
is  unnecessary. 
-William  Wrigley  Jr. 

We  may  not  imagine  how 
our  lives  could  be  more 
frustrating  and  complex — 
but  Congress  can. 
-Cullen  Hightower 

If  both  factions,  or 
neither,  shall  ibuse  you, 
you  will  prob  .b\y  be 
ibout  right.  Be     re  of 
being  assailed  by  one  and 
praised  by  the  other. 
-Akraham  LiNCX)!  n 

Mc;si  {>coplc  would  die  sooner 
than  think;  in  fact,  they  do  so. 
-Bertrand  RUSSEl.l 

Those  who  restrain  desire 
do  so  because  theirs  is  weak 
enough  to  be  restrained. 
-William  Blake 


Summer  afternoon,  summer 
afternoon;  to  me  those  have 
always  been  the  two  most 
beautifiil  words  in  the 
English  language. 
-Henry  James 

Henry  James  was  one  of  the 
nicest  old  ladies  I  ever  met. 
-William  Faulkner 

The  truth  about  a  man 
lies  first  and  foremost  in 
what  he  hides. 
-ANDRfe  Malraux 

I'm  as  pure  as  the  driven  slush. 
-Tai.luiah  Bankhiao 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19,50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234. 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


It  is  harder  to  kill  a 
phantom  than  a  realit)'. 
-Virginl\  Woolf 

Animals  have  these  advantages 
over  man:  They  have  no 
theologians  to  instruct 
them,  their  funerals  cost  them 
nothing,  and  no  one  starts 
lawsuits  over  their  wills. 

-\'oi  lAIRE 

Art  is  the  only  way  tc^  run 
away  without  leaving  htime. 
-Tw^t.^  Thart 

I  diMi't  want  people  w ho  want 
to  dance.  I  w  ant  people  w  ho 
have  to  dance. 

-CiEORCiK  BaIAM  MINK 

When  tMie  has  never  heard  a 
man's  name  in  the  course 
of  one's  life,  it  speaks 
volumes  fi>r  him;  he  must  be 
quite  respectable. 

-CXsiWR  Wll  OK 
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tcan  make  driving 

easier,  smarter, 

moother  and  safer. 


^elax.  It's  all  in  there.  All  the 
lities  you'd  expect  to  find  in  a 
"  uxury  car.  Plus  one  feature 
d  never  expect.  A  very  afford- 
price. 

\  driver's  airbag  is  standard 
pment  on  a  Dodge  Dynasty, 
stance.  A  luxury  no  car 
Id  be  without.  Available  anti- 
lock  brakes  will  pay  off  down 
the  road,  too.  With  improved 
stopping  power  on  wet  and 
slippery  surfaces. 

Under  the  hood, 
there's  another  powerful 
'    measure  of  security.  An 
available  3.3L  V-6,  for  more 
l  v^offerspiennafpo^er  merging  and  passing  power. 

kll  wads  and  freeway  ramps  PosltiOn  SeUSltive  frOnt 

)ension  struts  are  another  standard  luxury. 
'11  love  how  quietly  your  Dynasty  rides.  And 
/  well  it  smoothes  out  the  bumps. 
Then  get  a  load  of  these  smarts':  Doors  that 
( automatically  when  you  reach  15  mph.  A 
-dimming  rearview  mirror.  There's  even  a 


A  driver's  airbag  could  he  a  real  life  saver 


<  "V 


power  driver's  seat  that'll  remember  two 
different  positions. 

Even  smarter  is  our  new 
Owner's  Choice  Protection  Plan: 
7  year/70,000 
powertrain 
warranty  or 
3  year/36,000 
mile  bumper-to- 
bumper  coverage,  your  choice. 
And  with  no  deductible.' 

Dodge  Dynasty  gives  you 
all  the  conveniences.  Plus  a 
price  that  makes  it  an  outstanding  value,  as  well. 
And  that's  the  easy  part. 

All  in  all,  it's  quite  a  package. 

Rediscover  .\merican  \  alue. 

Can  l-800-4-A-DODGEfora&ee  product  brochure. 


Anti-lock  brakes  help  you  brake 

and  steer  when  the  ?(j/n?  gets 

wet  and  slipper,: 


Dodge 


7gk*     m T  OR  L£IS£  AT  YOl  R  DODGE  DF.ALKR.  Buckle  up  for  safety. 
^Ct."   'Dynasty  LE  options.  tSee  limited  warranties,  restrictions  &  details  at  dealer. 


Advantage:  Dodge 


J^  Excludes  normal  maintenance,  adjustments  &  wear  items. 


USA 
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"These  hair-trigger  pistols 

once  saved  the  owner  of  The  GlenUveV 

from  a  hand  of  cutthroats! 


Sandy  Milne  holding  lorih  on  ihc  pistols. 


What  is  a  single  mall  Scotch?  

A  single  malt  is  Scotch  the  way  it  was  originally:  one  single  whisky,  from  one  single 

distillery.  Not,  like  most  Scotch  today,  a  blend  of  many  whiskies.  The  CAenlivet 

single  malt  Scotch  whisky  should  therefore  he  compared  to  a  chateau-bottled  wine. 

Blended  Scotch  is  more  like  a  mwture  of  wines  jrom  different  vineyards. 


Sandy  Milne, 
our  Resident  Sage. 


L 


.he  men,  a  brutish  lot,  were 
clearly  intent  on  dirty  doings. 

The  scene  was  the  desolate  i 
at  Cock  Bridge,  in  the  Highla 
George  Smith,  maker  of  The 
Glenlivet  single  malt  Scotch,  ^ 
on  his  way  home  from  a  sale  ( 
mucn  prized  whisk);  his  mone 
belt  stuffed  with  gold  sovereigi 

Also  at  George's  belt,  fortuna  | 
were  a  pair  of  hair-trigger  pistOi 
given  him  by  the  laird  of  Aberl([ 
Before  the  men  could  jump 
cocked  one  of  the  pistols  and  I 
into  the  peat  fire.  A  cloud  of  ^ 
ash  filled  the  room.  By  the  time 
had  cleared,  George  was  on 
horse  and  well  away. 

"If  that  pistol  had  misfired/ 
our  Sandy  Milne,  "there  mighli 
be  such  a  thing  today  as  The 
Glenlivet.  A  thought  horrible  ic 
contemplate." 


The  Glenlivet. 
The  Father  of  All  Scotch 


©1992  Imported  by  The  Glenlivet  Distilling  Company,  N  Y  .  N  Y  12year-olcl  single  malt  Scotch  whisky  Ale  43%  by  vol  (86  prool)  Th«  Qlinkv«(  «  a  rsgaMrad  iradwrwrtt 
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William  Anders 

CEO 
$4,500,000 


Dan  Rather 

Anchor  person 
$3,600,000i 


Denton  Cooley 

Surgeon 
$3,600,000 


Thomas  Gambino 

Mafioso 
$3,000,000 


Christy  Turiington 

Model 
^TV     $1,750,000 
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Michael  Jordan 

Basketball  player 
$16,000,000 
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status.  Prestige.  Style. 

It  seems  that  there  are  at  least 
3S  many  marketing  reasons  to 
buy  an  expensive  car  as  there  are 
(expensive  cars  to  buy  At  BMW 
howevet;  we  believe  that  an  auto- 
Tiobile,  especially  one  with  a  pre- 
Inium  price,  should  do  more  than 
iimply  improve  the  driver's  image. 

It  should  improve  nothing  less 
than  the  driver's  ability 

Awareness.  Control.  Confidence. 

If  these  are  the  hallmarks  of 

respected  driver;  it  only  follows 
that  they  should  also  be  the  most 
[important  benefits  an  automobile 
[can  provide. 

Yes,  even  more  important  than 
|an  eight-disc  CD  changer 

Beneath  the  beguiling  skin  of 
Ithe  new  BMW325is  Coupe,  one 
can  find  the  very  latest  in  auto- 
motive technology  and  engineer- 
'  ing.  Technology  not  simply  for  the 
sake  of  technology  however,  but 
technology  for  the  sake  of  the 
one  automotive 
component  the 
engineers  at 
BMW  steadfastly 
refuse  to  design 
into  obsoles- 
cence. The  driver 

Take  the  325is 
rear  suspension, 
for  example.  A  design  so  unique 
it's  been  patented,  this  multi-link 
system  increases  straight-line 
and  lane-change  stability  and  re- 
duces both  squat  and  dive,  while 
still  maintaining  the  perfect  ride- 
quality  balance.  A  ride  not  so  harsh 
as  to  be  uncomfortable,  but  not 


Perhaps  one  of  the  few  actual 
examples  of  better  living  through 
science,  this  new  engine  needs 
little  regular  maintenance  beyond 
the  routine  changing  of  oil,  filters 
and  spark  plugs.  Additionally  an 
advanced  diag- 
nostic system 
has  been  incor- 
porated to  allow 
the  BMW  techni- 
cian to  "play 
back"  past  engine 
events,  making  it 
easy  to  pinpoint 
problems  that 
could  be  difficult  to  detect. 

But  what's  truly  remarkable 
about  this  engine  is  that  its  econ- 
omy of  maintenance  has  not  re- 
sulted in  an  equal  economy  of 
horsepower  Press  your  right  foot 
down.  The  words  "low  mainte- 
nance" will  not  be  the  ones  that 
come  to  mind. 
Inside  the  325is  you'll  find 

something  not 
normally  asso- 
ciated with  two 
doors...  room. 
Legroom. 
Headroom. 
Elbowroom. 
Even  room  in 
that  place 
commonly  known  as  automotive 
purgatory  the  back  seat. 

Front  seats  offer  firm  support. 
There  are  separate  interior  tem- 
perature controls  for  both  driver 
and  passenger  And  all  controls 
are  easy  to  read  and  even  easier 
to  use  thanks  to  a  center  console 


*.     « 


so  soft  as  to  insulate  the  driver 
from  the  road.  A  traditional  BMW 
virtue  that,  when  combined  with 
engine-speed-sensitive,  variable- 
assist  power  steering  translates  to 
a  better  overall  "feel"  for  the  pave- 
ment traveling  beneath  the  tires. 

Which  translates  to  better  con- 
trol. Which  leads  us  to  the  engine. 

C 1992  BMW  of  North  America.  Inc  The  BMW  trademark  and  logo  are  regsterwl 


that  IS  canted  toward  the  driver  in 
true-not  to  mention  much-cop- 
ied-BMWergonomic  style. 

And  wherever  you  go,  you  can 
breathe  easier 

The  Coupe's  integrated  environ- 
mental control  system  contains 
a  rather  ingenious  microfiltration 
unit  that  actually  removes  dust. 


pollen  and  most  odors  before 
they  ever  reach  the  occupants. 
Surrounding  the  325is  "user- 
friendly"  interior  is  an  exterior  de- 
signed to  protect  what's  inside 
from  what  may  happen  outside. 
The  ultra-rigid, 
strategically  re- 
inforced steel 
body  is  stronger 
than  any  other  3- 
Series  in  history 
And  in  the  event 
of  an  unavoid- 
able frontal  im- 
pact, the  325is 
is  ready  to  respond  —  by  auto- 
matically launching  a  sequence  of 
events  designed  to  minimize  po- 
tential occupant  injuries. 

Hydraulic  bumpers  absorb  a 
portion  of  the  impact,  as  do  the 
BMW  "crush  tubes"  they're  at- 
tached to.  Front  and  rear  body  pan- 
els absorb  still  more  energy. 

Inside  the  car,  safety  belts  auto- 
matically tighten  their  grip.  And  to 
ensure  proper  deployment,  the 
driver's-side  airbag  is  activated  by 
three  separate  sensors  with  gold- 
plated  connectors. 

Even  the  interior  lights  are  turned 
on  and  the  doors  unlocked  to  assist 
the  occupants  should  an  escape 
or  rescue  become  necessary 

As  for  the  exterior  styling  of  the 
325is,  those  lines  should  certainly 
speak  for  themselves. 
Volumes,  no  doubt. 
Of  course,  to  fully  understand 
the  difference  between  what 
you  drive  and  how  you  drive,  you 
need  to  get  out  of  what  you're 
driving  and  get 
behind  the  wheel 
of  the  new  325is 
Coupe  from  BMW 

Perhaps  the 
only  automobile 
company  today 
that  considers  raising  your  skill 
a  decidedly  mone  important  goal 
than  simply  raising  your  status. 

For  more  information  or 
to  arrange  a  test  drive, 
we  invite  you  to  call 
800-334-4BMW  Or     m.  m^' 
visit  your  BMW  dealer 
THE  ULTIIMAn  DRIVING  MACHINL' 
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"These  hair-trigger  pistols 

once  saved  the  owner  of  The  GlenUvet 

from  a  hand  of  cutthroats! 


Sandy  Milne  holding  lorth  on  ihe  pistols. 


What  is  a  single  malt  Scotch? 


A  single  malt  is  Scotch  the  way  it  was  originally:  one  single  whisky,  from  one  smgle 

distillery.  Not,  like  most  Scotch  today,  a  hleml  of  many  whiskies.  The  GlenUvet 

single  malt  Scotch  ivliislcv  sliould  therefore  he  compared  to  a  chateau-bottled  wine. 

Blended  Scotch  is  more  like  a  mi.xture  of  wines  Jrom  different  vmeyards. 


-Sandy  Milne, 
our  Resident  Sage. 


T. 


-he  men,  a  brutish  lot,  were 
clearly  intent  on  dirty  doings. 

The  scene  was  the  desolate  iJ 
at  Cock  Bridge,  in  the  Highlanij 
George  Smith,  maker  of  The 
Glenlivet  single  malt  Scotch,  wl 
on  his  way  home  from  a  sale  oil 
mucn  prized  whisk);  his  mone| 
belt  stuffed  with  gold  sovereig 

Also  at  George's  belt,  foriur 
were  a  pair  of  hair-trigger  pistol 
given  him  by  the  laird  of  Aberld 
Before  the  men  could  jump  hir 
cocked  one  of  the  pistols  and  b\ 
into  the  peat  fire.  A  cloud  of  wl-| 
ash  filled  the  room.  Bv  the  time 
had  cleared,  George  was  on  his| 
horse  and  well  away. 

"If  that  pistol  had  misfired,"  s 
our  Sandy  Milne,  "there  might 
be  such  a  thing  today  as  The 
Glenlivet.  A  thought  horrible  ic 
contemplate." 
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The  Father  of  All  Scotch! 
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status.  Prest^.  Style. 

It  seems  that  there  are  at  least 
las  many  marketing  reasons  to 
llxjy  an  esqpensh^  C3r  as  ttiere  are 
e<pensive  cars  to  t)uy  At  BMVy 
I  •- ovyevec  we  Ijeleve  that  an  auto- 

obie,  espedaly  one  with  a  pre- 
I  rnium  price,  should  do  more  than 
I  smply  improve  ttie  dri>rer^  Image. 

It  should  improve  nothing  less 
!  tian  the  driver^  at)ity 

Awareness.  Control.  Confiderx£. 

If  th»e  are  ttie  halmarks  of 
a  respected  driven  ft  only  folows 
tnat  they  should  abo  t)e  ttie  most 
important  t)endits  an  automotiie 
can  provide. 

\^  even  nx)re  important  ttian 
I  an  eight-dBc  CD  changer 

B^ieath  ttie  t)eguir>g  skin  of 
-^o  ^^w  BMW  325is  Coupe,  one 
d  ttie  very  latest  in  aulo- 
nrxjove  technology  arxj  engneer- 
-g.  Technology  not  simply  for  the 
saKe  of  technology  tioweve^  txit 
'jectinology  for  the  sake  of  the 
one  automotive 
component  the 
en^neersat 
BMW  steadfastly 
.  refuse  to  design 
^fifco  otKoles- 
cence.  The  driver 

■acthe325is 

spension, 

^?te- A  design  so  unique 

3ftentEd,  ffiis  muHi-Ink 

syster  ses  straight-ine 

and  la  statiityandre- 

duces  "  ^'xl  (fve,  wtiile 

sti  m?  r^ffiect  ride- 

qualit.  :t  so  harsh 


Pertiaps  one  of  ttie  few  actual 
e9(amples  of  t)etter  i^ng  ttirough 
sderKe,  ttiis  new  erigjne  needs 
ittle  re^iar  maintenance  beyorxj 
ttie  routine  ctian^ng  of  oi.  ftfters 
and  spark  plugs.  Additior^  an 
advanced  dag- 
nostic  system 
has  t)een  incor 

I  poratBdtoalo.'. 

jtheBMWtBchr 

i  dan  to 'play 
[  tack"  past  eng^ 
events^  making 
easy  to  pinpoir: 
problems  that 

could  be  diffic. 

Butwhat^t  r 

about  ttiis  er^ 
omyofmaintE 
suited  irLanec 
txxsepowec  P  r 
down.  The  wo'  r 

nance' wi  not  ce 
come  to  mind 
Inside  ttie  325is  you'l  find 
:  "ething  not 
normaly  asso- 
ciated with  two 
zDors.room. 
_-i^Dom. 
---  '  — Z"^. 
:      ...  _3m. 

1       room  in 
:e 

COiTtfTiC  ::;..IOmOtive 

purgatc  ,      T  _        fat 

Ront  seats  otter  firm  support 
There  are  separate  interior  tem- 
perature controls  for  both  driver 
and  passer^ec  And  ai  controls 
are  easy  to  read  arxj  even  easier 
to  use  thanks  to  a  center  console 


polen  and  most  odors  before 
ttiey  ever  reach  ttie  occupants. 
Sunrourxing  ttie  325is'usef- 
firierxfy' interior  is  an  CDdErior  de- 
signed to  protect  wtiat!s  inside 
from  what  may  happen  outside. 
Ttieuttranr^ 
strategicaly  re- 
inforcKJ  steel 
body  is  stronger 
ttianarTyottier3- 
Series  in  fvstory 
And  in  the  event 
ofanunavoid- 


ned  to  mnrriEB  po- 
:  3-^:  injuries, 
^--efsatjsorba 
itasdottie 


BMWcrusniu: 

^dto.Ront? 

c^  ^:,sorb  sti  r 

Inside  the  ca^ 
maticalytigtiter     r 
ensure  proper  c- 
drivers-side  airt 
ttiree  separate  St 
plated  comedc 

Even  ttie  inter 
onandthedoon 
ttie  occupants  s 
or  rescue  becor 

Astorttieexte 
325iSkttioseline-     . 
spedk  forttiemselves. 

NAolumes,  no : 

Of  course,  to 
ttie  dtffererKe  t 
you  drive  and  ^ 


/reat- 
dypan- 


*rv 


:id- 


my 


>iand 

drive,  you 
?u're 
^^ 
-eel 


7 


virtue  tha- 
engne 
assist: 
abette      r 
menttravelir: 

Which: 
tF0l.Whic^ 


/er        .  inai  6  cameo  towaro  tne  onver  m 
BMW       true-not  to  mention  much-cop- 
with     j  ied-BMWergonomic  style. 

And  wtierever  you  go.  you  can 
breattie  easier 

The  CoupeS  integrated  environ- 
mental control  system  contains 
a  rattier  ingenious  microfittration 
unit  that  actualy  removes  dust 


company  tooay 
3isirig  your  ski 
^  fmportant  goal 
our  status 
Forme 
toarrang 
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800-33^  VOr 
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Would-be  immigrants  are 
pounding  on  the  doors,  but  Eu- 
rope isn't  welcoming  them. 

i^^m  84 


Entrepreneurs  are  bursting  out  all  over, 
spurred  on  by  low  costs,  high  technology, 
the  availability  of  money. 
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business  as  much  as 
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Wbtsn  you  spend 

as  much  tune  in  die  air  as  you  do 

in  your  office, 

we  think  you  should  be  rewarded. 

On  Deha,  it  s  our 

Medallion  LevieL 

Besides  giving  our  most  frequent 
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tOTJustZpOO 

6requent  flyer  miles. 
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Wemational  Experience? 


Zurich- American.  We  cover  the  globe  in  order  to 
cover  your  business. 

In  fact,  as  part  of  the  worldwide  Zurich  Insurance 
Group;  one  of  the  largest  insurance  organizations, 
we  can  offer  a  worldwide  network  doing  business  in 
over  80  different  countries. 

And  risk  management  products  and  services 
are  our  only  concern.  So  you  are  assured  of  in-depth 
understanding,  commitment  and  professionalism, 
both  for  foreign  exposures  of  American  companies 
and  American  subsidiaries  of  foreign  corporations. 

So,  if  you're  looking  for  truly  expert  international 
service,  just  look  to  Z-A.  Zurich-American. 


ZURICH-AMERICAN 

L        INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  •American  Guarantee  and  Liability  Insurance  Company  •  Lxecuttve  Offices.  Schwumburg.  IL  60196 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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Toshiba  helps  you  keep  in  touch,  because  we  keep  in  touch  with  you. 
Understanding  that  one  of  the  last  places  people  get  any  work  done  is  in  the 
office,  we  make  notebook  computers  that  give  you  more  power  than  mony 
desktops,  and  more  freedom  than  you  can  imagine. 

For  instance,  the  T4400SXC  has  on  i486"'SX  microprocessor,  three  hour " 
bottery  life,  and  the  newest  TFT  LCD  technology  that  can  display  256  colors 
from  G  built-in  palette  of  185,193.  It's  the  most  powerful  color  notebook 
avoiloble  to  control  information  and  improve  communication. 

At  Toshiba,  we  wont  you  to  be  your  most  productive,  so  you  can  keep  in 
touch  with  a  few  other  importont  ports  of  your  life.  Your  fomily,  friends. . . . 
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■■    PAID  CIRCULATION 
OVER  735,000 


Should  anyone  earn  $25,000  a  day^ 

For  this  year's  annual  report  on  executive  compensation,  we 
compare  CEO  pay  with  what  top  people  earn  in  other  professions. 
Amidst  all  the  blather  written  and  spoken  recently  on  the  subject  of 
wealth,  Christy  Turlington,  23,  made  real  sense.  Asked  by  Forbes 
whether  she  wasn't  embarrassed  at  making  nearly  $2  million  last 
year,  the  glamorous  model  responded:  "There's  a  tremendous 
amount  of  money  .  .  .  made  in  [fashion  and  cosmetics]  .  .  .  when 
you  think  of  [my  earnings]  as  being  .  .  .  commission,  it's  not  that 
ridiculous." 

Turlington  went  on,  quite  sensibly, 
to  point  out  that  no  one  would  pay 
her  $25,000  a  day  if  she  didn't  pull  in 
more  than  enough  business  to  justify 
her  fee.  That's  a  handy  way  to  think  of 
capitalism:  If  you  create  a  lot  of 
wealth,  a  portion  of  it  stays  with  you. 
That's  as  true  of  CEOs  as  it  is  of  brain 
surgeons  and  pop  singers.  Are  there 
abuses  in  the  CEO  business?  You  bet 
there  are:  chief  executives  who  use 
their  clout  with  the  board  to  get 
undeserved  raises,  bonuses  and  op- 
tions. But  the  sin  against  society  is  not 
in  the  size  of  the  paycheck,  it's  in  the 
dereliction  by  boards  that  don't  po- 
lice the  reward  system. 

Our  report  on  CEO  pay  starts  on 
page  158.  Dana  Wechsler  Linden,  assisted  by  reporters  Riva  Atlas 
and  Matt  Rees,  began  by  identifying  likely  top  earners  in  various 
fields  and  then  piecing  together  from  published  figures  and  educated 
guesses  what  those  top-liners  earn.  "When  confronted  with  Forbes' 
estimates,"  Linden  says,  "most  of  these  performers,  surgeons, 
lawyers,  brokers,  salespeople,  were  quick  to  say  they  were  worth 
every  penny.  Only  CEOs  seem  uptight  about  their  good  fortune — of 
course,  because  of  all  the  flak  they've  been  taking. 

"I  was  especially  tickled  by  the  response  from  author  Tom  Clancy 
when  I  asked  him  whether  he  was  entitled  to  earn  $  1 5  million  in  a 
single  year.  'What  are  you,  a  communist?'  he  snapped.  'If  people 
spend  their  money  to  buy  my  books,  some  of  it  comes  to  me.  In  \er\' 
explicit  terms,  it's  democracy  in  action.'  " 

"I'm  getting  out" 

Two  FRIENDS  called  Tatiana  Pouschine  recentiy  to  tell  her  they  were 
walking  out  on  moneyed  Wall  Street  jobs.  They  weren't  fired;  they 
had  had  enough  of  paper  shuffling  and  corporate  politics.  They 
wanted  the  real  world.  They  were  starting  their  own  businesses. 

Was  this  a  trend?  "I  started  making  calls,"  Pouschine  says,  "and 
discovered  it  was  more  than  a  trend;  it  was  a  tlocxi.  K\er>A\hcre 
youngish  people  are  tossing  over  corporate  life  for  the  pain  and  Jon's 
of  cntrcprcncurship."  By  Pouschine  and  Manjcct  Kripalani,  "I  got 
tired  of  forcing  myself  to  go  to  the  otHce"  starts  on  page  104. 


Christy  Turlington 


O^Editor 
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THE  CHRONOGRAPH  OF  THE  '50's 
IN  TIME  FOR  THE '90's. 

The  classic  Movado  Chronograph  of  the  1950's  is 
a  watch  not  only  well-remembered,  but  still 
sought  after. 

Today,  this  legacy  in  watchmaking  has  inspired 
the  new  Movado  Chronograph  1950. 

Each  of  these  ingenious  timepieces  displays  eight 
timing  functions:  the  hour,  minute  and  second 
hands;  a  date  indicator,  and  chrono  seconds, 
minutes,  12-hour  and  1/10  second  recorders. 

The  bezel  tachymeter  measures  speed  over  time. 
Easy  access  pushbuttons  start  the  stopwatch  and 
split  time  functions. 

Added  to  the  Movado  heritage  of  over  a  century 
of  Swiss  craftsmanship,  is  the  newest  quartz- 
accurate  movement  and  a  case  that's  water-tight 
to  99  feet. 

The  new  Movado  Chronograph.  Right,  now. 

MOVADO. 

CHRONOGRAPH  1950 

$950  as  shown.  Also  available  m  all  stainless  steel  or  witti  sharkskin  strap 
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Strong  genes 

When  Spencer  Eccles  took  the  helm 
of  Salt  Lake  City's  First  Security  Corp. 
after  the  death  of  his  Uncle  George  in 
1982,  the  bank  holding  company's 
loan  portfolio  was  already  beginning 
to  deteriorate.  By  the  mid- Eighties 
the  region's  natural-resource-based 
economy  was  in  a  tailspin.  As  the 
clouds  darkened,  Forbes  proclaimed 
that  Eccles,  the  scion  of  one  of  the 
country's  proudest  banking  families 
(uncle  Marriner  Eccles  was  chairman 


First  Security's 
Spencer  Eccles 
"We're  not 
an  entrenched 
management." 


of  the  Fed  from  1934  to  1951),  was 
overseeing  the  "demise"  of  a  dynasty 
(Mar.  10,  1986). 

Some  demise.  First  Security's  net 
earnings  have  increased  every  year 
since  1986  and  hit  a  record  $60  mil- 
hon  ($2.51  per  share)  last  year.  The 
largest  financial  services  company  in 
the  Intermountain  region,  $7.2  bil- 
lion (assets)  First  Security  has  one  of 
the  strongest  capital  positions  of  any 
regional  bank,  with  tangible  equity 
equal  to  8%  of  assets.  The  regional 
economy,  hitting  bottom  in  1986, 
continues  to  improve,  and  analysts 
predict  First  Security  will  net  about  $3 
a  share  in  1992.  At  a  recent  SUA,  the 
stock  is  selling  at  a  relatively  cheap 
10.4  times  projected  1992  earnings 
and  trading  at  1 .4  times  book  value. 

Eccles  has  been  taking  advantage  of 
First  Security's  capital  strength  to  ex- 
pand its  presence  in  the  region.  Since 
1990  the  company  has  acquired  13 
banks  in  Utah,  Oregon,  Idaho  and 
Wyoming — adding  nearly  $1  billion 
to  its  deposit  base  in  the  process. 
Meanwhile,  some  large  multistatc 
bank  holding  companies — Norwest, 
RankAmcrica  and  Ranc  One  among 
them — are  on  the  prowl  for  acquisi 
tions  in  the  Intermountain  region; 
First  Security'  is  said  to  be  high  on  the 
list  of  potential  takeover  candidates. 

Would  Eccles  sell  out?  \\c  might. 


Noting  that  First  Security  manage- 
ment owns  about  14%  of  the  com- 
pany's shares,  Eccles  says:  "We're  not 
an  entrenched  management  team." 

Still  climbing 

In  the  Seventies  debate  raged  at 
Seattle's  Recreational  Equipment 
Inc.,  a  retailer  of  outdoor  gear  that 
was  founded  in  1938  by  a  group  of 
local  mountaineers  to  import  Swiss 
ice  axes.  The  conser\'atives  wanted  to 
keep  the  company  small.  Others 
wanted  to  expand.  Eventually  the 
pro -growth  faction  prevailed,  and 
when  Forbes  visited  the  co-op  in  the 
early  Eighties,  it  found  a  thri\ing 
business  (Oct.  24,  1983). 

Since  then  the  company  has  moved 
from  peak  to  peak.  Over  the  last  de- 
cade sales  have  grov\'n  at  a  14%  aver- 
age annual  rate,  to  S259  million  in 
1991 .  Some  1  million  customers  own 
REi;  they  take  back  most  of  the  pretax 
profit  in  the  form  of  annual  patronage 
dividends  equal  to  about  10%  of  a 
customer/owner's  purchases.  Even 
so,  in  1991  REI  plowed  3.3%  of  gross 
revenues  back  into  the  business. 
While  the  trend  in  sporting  goods 
retailing  is  toward  megastores  that  sell 
a  hill  range  of  product,  REI  has  suc- 
cessfully married  medium-size  stores 
with  a  product  mix  oriented  tow  ard  a 
few  specialty'  areas,  including  climb- 
ing, backpacking/camping,  skiing 
and  bicycling. 

REI  now  has  32  stores  in  18  states, 
from  Alaska  to  New  York,  and  plans 


:^ingwall 
The  pro-growth  faction  won. 
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The  key  to 
security 


The  key  lo  the  Tower  of  London  where  the  English  Crown  Jewels 
have  been  in  safekeeping  since  the  mid- 13th  century. 


*       When  it  comes  to  personal  wealth  and  the 
preservation  of  assets,  the  key  to  security  is  market 
knowledge.  And  the  ability  to  apply  it.  Anywhere, 
anytime,  every  business  day  in  markets  throughout 
the  world. 

At  Swiss  Bank  Corporation,  providing  our 
clients  with  this  kind  of  knowledge  and  responsive- 
ness is  in  our  Swiss  tradition.  A  tradition  of  service 
excellence  based  on  more  than  100  years  of  experi- 
ence in  global  portfolio  management.  And  with 
offices  in  34  countries  worldwide,  we  stand  ready 
to  help  our  clients  access  promising  investment 
opportunities  around  the  world.  From  New  York  to 
Tokyo— from  common  stock  to  uncommon  invest- 
ments in  futures,  options  and  commodities.  We  do 


it  all  with  a  commitment  to  excellence  in  personal 
service  backed  by  the  stability  and  resources  of  the 
15th  largest  bank  in  the  world  ranked  by  equity. 
If  you're  an  investor  with  substantial  assets, 
and  would  like  to  know  more  about  how  Swiss  Bank 
Corporation  can  put  its  tradition  and  talent  to 
work  for  you,  call  for  our  Global  Investment  Pack- 
age. In  New  York  City,  call  Jane  N.  Abitanta,  (212) 
574-3374.  In  San  Francisco,  call  Diane  Spirandelli, 
(415)  774-3324.  In  Los  Angeles,  call  Raymond 
Simon,  (213)  625-1926. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


The  key  Swiss  bank 


New  York  •  Chicogo  •  Houston  •  Los  Angeles  •  Miomi 
Son  Froncisco  •  Toronto  •  Montreal  •  Voncouver 


mmm 


Higher  order  technology 

considers  the  destination  first, 

then  the  pathway. 


When  we  first  started  designing  jet 
airliners,  the  goal  was  to  fly  higher, 
ferther,  faster  The  central  question  about 
technology  was,  What  can  we  do? 
Today  it's.  What  should  we  do? 

Answering  the  question  requires 
what  Boeing  engineers  have  called  a 
"higher  order  technology."  It  empha- 
sizes human  experience,  wisdom  and 
judgment  to  select  the  best  answers 
from  a  broad  range  of  technologies. 

Essentially  higher  order  technology 
is  knowing  which  technical  possi- 
bilities to  choose,  as  well  as  when, 
where  and  how 

One  way  to  get  through  the  maze  is 
to  view  it  through  the  customer's  eyes. 
Truly  understanding  customer  needs 
involves  careful  listening,  followed 
by  pursuit  of  discrete  technologies 
to  deliver  needed  benefits  at  an 
affordable  price.  A  simple  concept, 
but  a  rigorous  challenge. 

We're  meeting  it  directly  in  designing 
our  new  777.  Every  item  of  new 
technology  chosen  for  the  airplane 
must  make  it  safer,  more  efficient,  or 
deliver  greater  customer  satisfaction 
in  some  other  cleariy  definable  way 

In  this  higli-tech  era,  we  think  that's 
good  news.  Tiie  777  design  process 
is  a  reminder  tl"iat  die  ultimate  tech- 
nology is  based  on  .sound  judgment, 
the  power  of  the  human  mind,  and 
people  worthing  together 

R)ra  copy  of  "Higher  Order  Technology: 
Adding  Value  IbAnAitpkine.'urite  to 
Corporate CommiDiiccitions.  HOT.  PO.  Bax 
J707,  MS.  10-06.  Seattle.  WA  9H124-2207. 


The 

Gabelli 

Asset 

Fund 


The  Gabelli  Asset  Fund  is  a  Mutual  Fund  seeking  long- 
term  growth  of  capital.  It  employs  an  asset  value  approach 
—a  fundamental  investment  philosophy— investing  in 
companies  selling  below  their  private  market  value. 

For  a  prospectus,  please  call 

1-800-GABELLI 

1-800-422-3554 

or  write  today  to: 

Gabelli  &  Company,  Inc.        The  Gabelli  Asset  Fund 

One  Corporate  Center  •  Rye,  New  York  1 0580-1 435 

For  more  complete  information  about  The  Gabelli  Asset  Fund  including  fees  and 
expenses,  call  or  write  for  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 


to  add  about  4  stores  a  year,  rei 
President  Wally  Smith  says  the  co-op 
will  double  in  size  before  the  year| 
2000.  One  division  with  potential:  an 
adventure  travel  company.  Says 
Smith:  "Recreation  is  really  posi- 
tioned well  for  the  next  ten  years." 


These  boots  are  made 
for  peif orming 

In  late  1990  Jusun  Industries  Chair- 
man John  Justin  Jr.,  whose  grandfa- 
ther founded  the  Fort  Worth,  Tex.- 
based  maker  of  cowboy  boots  and 
building  materials  in  1879,  thwarted 
a  hostile  S18-a-share  tender  offer  for 
the  company.  Forbes  admired  Jus- 
tin's deft  maneuvering  but  noted  that 
with  Justin  Industries'  shares  lan- 
guishing at  around  12  last  summer,  he 
was  under  pr^^ssure  to  produce  results 
(June  24,  1991). 

Produce  them  he  has.  Minus  a  one- 
time gain  of  SIO  million,  net  income 
in  1991  rose  29%,  to  S19.2  million, 
on  a  22%  increase  in  sales,  to  S368 
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Justin  Industries'  John  Justin  Jr. 
Serving  crow. 

million.  Then,  in  April,  Justin  report- 
ed record  tirst-quartcr  earnings  of 
$3.1  million  (34  cents  a  share)  on  a 
32%  increase  in  sales,  to  S97  million. 
After  a  3-for-2  stock  split  last  month, 
Justin's  shares  recently  traded  at 
llVi — or  a  presplit  cqui\alent  of  33. 
That's  about  17  times  estimated  1992 
earnings. 

Justin  says  he  recently  received  a 
letter  from  a  sharehi^lder  who  had 
protested  the  company's  rejection  t>f 
the  $18-a-share  offer.  "1  will  have  my 
crow  well  done,  please!"  it  read.    Hi 

Forbes  BMav  25,  1992 
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HE  RUNAWAY 
ASH  SUCKER 


'Why  didn't  someone  tell  me  this  @$!?& 
network  would  cost  so  much?" 


come 


lot  of  executives  go  pale 
when  they  see  how  much 
their  computer  networks  are 
eally  costing  them. 


"What's  with  all  this  new  pay- 
oil?"  they  ask.  "I  thought  this  thing 
,vas  going  to  save  us  money." 

Too  late.  They're  strapped  to  a 
unaway  cash  sucker  and  heading 
Jownhill  fast. 

The  fact  is,  the  real  economics  of 
running  a  computer  network  are 
never  even  mentioned  by  the  peo- 
ple trying  to  sell  you  one. 

And  not  knowing  can  cost 
you  plenty. 


Research  proves  Banyan 

more  cost-effective  than 

Novell,  IBM,  DEC  and 

Microsoft. 

Which  brings  us  to  the  research 
report  offered  free  on  this  page. 

It  was  compiled  by  the  Business 
Research  Group,  and  shows  how 

Time  Required  To 

Add  A  Network-Wide  Service 


Banyan 
VINES 
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Business  Research  Group/Newton.  MA  bc16D 


For  sheer  cost-effectiveness. 
Banyan  surpasses  everyone. 


Banyan,®  Novell,®  IBM,®  DEC,®  and 
Microsoft®  stack  up  against  each 
other  in  cost  of  operation. 

What  BRG  did  was  to  interview 
the  day-to-day  LAN  managers  at 
180  different  organizations  about 
the  length  of  time  required  to  exe- 
cute 1 1  typical  network  functions. 


Lifecycle  Costing  for   | 
PC  LAN  Administration! 

ACft,,tMltnAmtyu,yf-i^Um].-S     1 

1 

Send  for  this  impartial  sur\ey 

of  network  cost-efficiency,  hi  full 

of  hard,  actionable  data. 

Banyan  won  in  all  1 1  categories. 
Often  by  astounding  margins. 

Whatever  the  job,  administrators 
of  Banyan  VINES®  networks  were 
able  to  do  them  faster. 

And  faster  translates  into  smaller 
staffs  and  lower  cash  outlays. 

Banyan  won  across  the  board 
because  our  unique  integrated 
architecture  greatly  simplifies 
administration.  With  Banyan 
VINES,  cost-efficiency  is  built  in 
from  the  beginning. 


Computer  networks  are  rapidly 
becoming  indispensable  to  busi- 
ness. So  understanding  the  true  cost 
of  networking  is  now  critical. 

The  BRG  report  is  a  good  place 
to  start.  This  is  a  real-world  report 
based  on  the  testimony  of  actual 
network  managers. 

Banyan  is  the  world  leader  in 
simplifying  the  use  and  manage- 
ment of  networks — and  we  can 
show  you  why. 

For  your  free  copy 

of  the  BRG  report, 

call  1-800-828-2404. 


Please  send  this  coupon  to:  BANYAN 
120  Flanders  Road.  Westboro.  MA  0158 
1-800-828-2404. 
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Cocaine  Czechs  in 

Colombian  drug  smugglers  are  buy- 
ing up  businesses  in  Eastern  Europe  as 
fronts.  Stephen  Flynn,  of  the  Brook- 
ings Institution,  says  they  aim  to 
rnove  cocaine  through  former  East- 
ern bloc  countries  into  Western  Eu- 
rope, where  it  sells  for  two  to  three 
times  its  wholesale  price  in  the  U.S. 


Last  September  a  Czech-Colombi- 
an agricultural  import-export  compa- 
ny in  the  Czech  city  of  Hradec  Kra- 
love  was  busted  with  98  kilos  of  co- 
caine. Estimated  street  value:  about 
$4  million.  The  coke,  which  was  land- 
ed in  the  Polish  port  city  of  Gdynia, 
and  then  trucked  to  Czechoslovakia, 
was  destined  for  the  Netherlands. 

The  coke  merchants  are  taking  ad- 
vantage of  increasingly  lax  regulation 
of  the  flow  of  products  across  once 
rigidly  controlled  borders.  Eastern 
Europe  also  has  plenty  of  local  black 
marketers  with  whom  the  Colombi- 
ans can  work.  -Pablo  Galarza 

Yellow  press 

This  is  the  season  when  ad  sales 
representatives  from  DonTech  gear 
up  to  start  calling  on  customers  who 
advertise  in  its  popular  Chicago  Yel- 
low Pages  directories.  DonTech  is  a 
50/50  joint  venture  between  Amcri- 
tech  and  Dun  &  Bradstrcct's  Reuben 
H.  Donnelley  subsidiary.  In  other 
parts  of  the  countr\',  the  canvassing  by 
Yellow  Pages  publishers  goes  on  year- 
round.  Pigg)'backing  on  the  publish- 
ers' reps  arc  some  sharp  operators. 

FoRBKS'  (Chicago  Bureau  recently 
received  three  separate  solicitations  in 
the  mail.  The  mailings  look  vcr\'  much 
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like  bills  and  ask  for  money — ranging 
between  $  1 00  and  $  1 50 — for  an  ad  in 
their  upcoming  Yellow  Pages.  But 
none  had  anything  to  do  with  Illinois 
Bell,  the  local  phone  company,  or  the 
Yellow  Pages  directory  it  distributes. 

It  turns  out  that  at&t  never  pro- 
tected the  Yellow  Pages  name.  That 
means  anyone  can  solicit  money  for  a 
Yellow  Pages  ad  and  then  cobble  to- 
gether some  sort  of  director)'. 

Curious,  Forbes  called  the  Yellow- 
Pages- Nationwide  Edition  Director)', 
run  out  of  a  post  office  box  in  McAl- 
len,  Tex.  A  polite  customer  rep  ex- 
plained that  the  book  had  a  "national 
circulation"  of  110,000 — not  much 
help  for  a  Chicago  dry  cleaner  or 
restaurant.  (When  we  called  back  to 
check  our  facts  a  month  or  so  later,  the 
outfit  had  vanished.)  Another  pub- 
lisher, Illinois  Business  Directory,  is  a 
price  innovator.  A  basic  ad  in  its  "Yel- 
low Pages"  costs  $145,  but  for  an 
extra  $30  it'll  throw  in  a  fax  listing. 

U.S.  postal  inspectors  have  tried  to 
crack  down  on  ersatz  Yellow  Pages 
operators,  but  they're  not  doing  any- 
thing illegal.  Advertiser  beware. 

-Gary  Slutsker 

Foul  baU 

Ov^'ER  Robert  Lurie  is  threatening 
to  move  the  San  Francisco  Giants  out 
of  the  Bay  Area  unless  a  new  stadium 
is  built  for  the  team.  The  Giants,  who 
quit  New  York  for  San  Francisco  in 
1957,  share  Candlestick  Park  with 
football's  San  Francisco  49ers.  Lurie 
gripes  Candlestick  is  poorly  linked  to 
San  Francisco  by  road  and  has  too  few 
luxur)'  boxes  and  concession  stands. 

Just  after  the  1989  earthquake,  San 
Francisco  voters  narrowly  rejected  a 
plan  to  build  a  new  park  downtown. 
So  now  the  Giants  have  pitched  San 
Jose,  about  an  hour's  drive  south  of 
San  Francisco.  Estimates  are  it  would 
cost  San  Jose  $185  million  to  build  a 
new,  for-baseball-only  stadium.  In- 
cluding land  and  building  roads,  the 
entire  project  might  cost  $350  mil- 
lion, to  be  paid  for  by  raising  utilit)' 
taxes  from  5%  to  7%.  San  Jose  voters 
will  have  their  say  on  June  2. 

If  San  Jose  votes  no,  the  Giants 
could  bolt  the  Bay  Area  altogether  as 
early  as  1993  under  the  terms  of  their 
(Candlestick  lease.  "There  are  lots  of 
places  we  can  go,"  says  a  team  spokes- 


Candlestick  Park 

is  the  grass  greener  somewhere  else? 


man.  For  instance,  the  club  could 
always  try  St.  Petersburg,  Fla.,  which 
already  has  built  a  big,  new — and  still  'J 
empty — SI  15    million    stadium,    fi- i| 
nanced  by  two  bond  issues  tied  to 
local  taxes.  -Thomas  J.\efe 


Mailing  Mexico  I 

Melvln  Simon,  who  will  open  the 
largest  shopping  center  in  the  U.S.  ' 
this  August  near  Minneapolis,  has 
turned  his  sights  on  Mexico.  His  Indi- 
anapolis-based Melvin  Simon  &  As- 
sociates plans  to  build  over  ten  shop- 
ping malls  there  in  a  joint  venture 
with  Fort  Worth  real  estate  investor 
Sid  Uberman  and  a  Mexico  Cit\'  de- 
velopment company  called  Frisa. 

The  first  of  three  1 -million-square- 
foot  malls  in  suburban  Mexico  City 
should  be  ready  by  1994.  The  trio's 
price  tag:  S500  million.  Simon  has 
signed  smart  retailer  Dillard  Depan- 
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ment  Stores  as  an  anchor  tenant,  and 
soon  \NilI  announce  three  more. 

Other  American  firms  are  e\eing  the 
prospects  south  of  the  border,  too. 
Baltimore-based  architecture  firm  rtkl 
.Associates,  along  with  Mexican  devel- 
opment firm  Grupo  Danhos,  already 
has  cleared  ground  for  a  SlOO  million 
office  tower/mall/hotel  complex  in 
Mexico  Cit}'.  Some  Mexican  firms,  such 
as  Grupo  Carso,  controlled  b\'  Telmex 
Chairman  Carlos  Slim,  and  Grupo  Sare, 
a  leading  real  estate  concern,  also  are 
de\eloping  homegrown  malls.  And 
Empresas  ica,  the  SI. 3  billion  (sales) 
construction  company  whose  stock 
now  trades  on  the  New  York  Stock 
Exchange,  is  de\  eloping  shopping  cen- 
ters in  Guadalajara,  Queretaro  and 
Irapuato. 

i  AtencionI  shoppers .-Cl\i RE  Poole 

A  new  crew  for  the  Review? 

Turmoil  at  the  Haj-vnrd  Business 
Review.  The  trouble  began  in  1990, 
when  Rosabeth  Moss  Kanter,  a  mem- 
ber of  the  Har\ard  Business  School 
facult)',  was  named  editor.  .Almost 
from  the  start,  complaints  by  staft'ers 
rolled  in  that  Kanter  was  difficult  to 
work  with.  Finally,  earlier  this  year. 
Business  School  Dean  John  xMcAr- 
*thur  removed  her  from  active  duties  at 
the  Review.  Kanter's  name  is  still  on 
the  masthead,  but  she  has  moved  back 
to  an  office  in  a  faculty'  building. 

Now,  acting  editor  Alan  Webber,  a 
former  Transportation  Department 
official  under  President  Carter,  has 
resigned,  eftective  at  the  end  of  June. 
Webhyer  says  it's  time  for  him  to  move 
on.  But  others  say  he  was  tired  of 
battling  academic  bureaucrats  who've 
ftoistrated  efforts  to  make  the  Review 
more  commercial  and  readable.  A 
new  editor  has  yet  to  be  named. 

The  news  isn't  all  bad,  though.  The 
business  school  has  hired  Ruth 
McMullin,  a  former  executive  at  pub- 
lisher John  Wiley  &  Sons,  to  run  its 
publishing  operations.  Besides  the 
Review,  there  are  business  school 
cases  and  books,  as  well  as  reprints. 

With  all  these  changes,  you'd  think 
Professor  Kanter  would  be  just  the 
person  the  Review  needed.  After  all, 
her  academic  specialty'  is  ''change 
management."  Maybe  it's  another 
case  of  Those  w  ho  can,  do;  and  those 
who  can't,  teach.  -Rit.a  KosELK.\Bi 
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GENE  SHALIT  REGISTERS  HERE. 


CONSOLMATE  CRmC  &  KERSEL  CONTOBSEUR 

i4/&r  a  Steady  diet  of  cinema, 
be  aaies  Registry  luxury. 


REGISTRY^ 

^^  Hotels  &Resorts^ 


For  Resenatiofis: 
1-800-24^-9810 


Scottsdale       Naples       Tampa  St  Petersburg  Beach       Charlotte       Minneapolis 


CX7 200 

If  you  had 

invested  SlOO  a 

month  since  inception 

in  the  Dreyfus  Third  Century 

Fund  20  years  ago  (3/29/72),  you 

would  see  your  S24,100  investment 

grow  into  over  S125,000.*  More  than  five 

limes  your  original  investment.  Of  course, 

past  performance  is  no  guarantee  of  future  results. 

Rewards  of  Virtue 

Not  only  has  this  Fund  been  a  financially 
rewarding  investment  to  its  shareholders,  it  s  been 
socially  responsible  as  well.  NX'hile  seeking  growth  of 
assets,  this  common  stock  fund  also  considers  a  company's 
record  in  the  areas  of  protection  of  the  environment,  occupational 
health,  consumer  protection  and  equal  employment  opportunity 

•  No  sales  load  •  $2,500  minimum. 

For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll  free.  Read  it  carefully  before  you  invest  or  send  money 


m 


1-800-373-9387 

Ask  for  Extension  4585 


reyfuS  Third  Century  Fund,  Inc. 


P.O.  Box  3498,  Camden,  NJ  08101 


428 


•For  the  period  ended  3/31/92.  14.61%,  11.18%  and  8.99%  were  the  Fund's  average  annual  total 

returns  for  the  10,  5  and  1  year  periods  respectively  ended  3/31/92.  Dollar  amounts  reflect  dividends 
reinvested.  SlOO  investment  was  invested  at  month-end  N.AV  Net  asset  value  and  investment  return 
will  fluctuate  so  that  an  investor  will  receive  more  or  less  than  original  cost  upon  redemption.  In 
August  1990,  the  Fund  revised  its  investment  selection  process  and  additional  advisory  assistance  is 
being  provided  by  Tiffany  Capital  Advisors.  ©  1992  Dreyfus  Service  Corporation,  Distributor. 


41 1 11  ll  rfl 


lUtfil. 


READERS  SAY 


Don't  buy 
life  insurance 
until  you  call 
1-800-552-3553. 

There's  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  High  Immediate  Cash  \^ue 

•  Tax-deferred  Interest 

•  Full  Cost  Disclosure 

•  Direct-to-Consumer  Service 

Barron's,  The  Wall  Street  Journal, 
Money,  and  others  say  it's  important 
to  know  about  Low-Load  Universal  Life 
from  Ameritas  Life,  a  105-year-old 
mutual  company 

Call  today  for  your 
free  personal  proposal. 

VERITY 


Not 

Available  In 
NYM£,DC 


An  Ameritas  Company 


F2525 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 

SERVICE 

To  Change  Your  Address  Or 

Order  A  New  Subscription 

(Allow  4-6  weeks  tor  Address  Change. 

Please  quote  subscriber  number  on  address  label 

of  magazine.) 

or  ... 

mail  this  coupon 
with  current  address  label. 


Name 


New  Address . 
Cirs' 


State 


Zip. 


JA9X41 


NEW  SUBSCRIPTION 


D   1  Year  (27  issues)  $S2 
n  3  Years  (81  issues)  .SI 04 
In  Canada,  1  year  .S^O  Can. 
International,  ,\M  S(t7  to  L'.S.  annual  rale. 

Forbes 

P.O.  Box  10048 
DCS  Moines,  lA  ,S0340-0048 


Good  oP  telephone 

Sir:  Re  "Cable's  secret  weapon" 
(Apr.  13).  Your  article  neglected  two 
major  elements  of  communications 
service  where  the  local  telephone 
company  is  still  way  ahead  of  the  cable 
company  (in  my  community).  Name- 
ly, reliability  and  service.  I  cannot 
remember  the  last  time  I  was  without 
a  dial  tone.  The  last  time  my  cable 
went  out  is  fresh  in  my  memory. 
-John  Hardt 
Fort  Lauderdale,  Fla. 

Sir:  Cable  companies  have  yet  to  de- 
velop expertise  in  switching  and  digi- 
tal electronics — areas  in  which  we 
[telephone  companies]  are  highly 
skilled.  Stay  tuned;  the  race  is  far  from 
decided. 

-John  W.  Seazholtz 
Vice  President  of  Technology 
and  Information  Services 
Bell  Atlantic 
Arlington,  Va. 

Expensive  stuff 

Sir:  Re  "Weighty  weights"  (Apr.  13). 
May  I  quibble  about  one  impression 
you  gave,  that  modern  weights  do  not 
have  good  resale  value.  That  may  be 
true  about  $10  to  $50  weights  pur- 
chased in  gift  shops,  but  it  is  not  true 
about  weights  made  individually  by 
artists  in  glass.  These  sell  for  $350  to 
several  thousand  dollars  each. 
-Homer  G.  Perkins 
President 
Paperweight  Collectors 

Association  Inc. 
Easthampton,  Mass. 

Sir:    Inexpensive    paperu'eights    are 
quite  distinguishable  from  fine  an- 
tiques that  are  worth  $10,000,  al- 
though surely  not  by  a  novice. 
-Doris  Robinson 
Harvey  Robinson 

Fine  Glass  Papcnveijjhts 
Needham  Heijjhts,  Mass. 

The  hazards  of  teaching 

Sir:  As  much  as  I  like  and  enjoy 
teaching,  I  am  indirectly  forced  tt) 
neglect  teaching  and  undergraduate 
-Students  in  order  to  retain  my  yearly 
contract  ("Reggars  in  tuxedos,"  Apr. 
27).  Without  research  grants  and 
publications  I  will  not  be  allowed  to 


stay  and  teach.  Change  must  come 
from  outside  by  those  uho  pay  the 
bills,  the  taxpayer  and  parents.  We, 
the  professors,  cannot  (nontenured 
professors)  or  will  not  (tenured  pro- 
fessors) change  the  system  back  to 
rewarding  teaching  excellence. 
-Kurt  C.  Gr.\moll 
Assistant  Professor 
Aerospace  En^ineerin^f 
Georgia  Tech 
Roswell,  Ga. 

Sir:  In  the  process  of  bashing  gradu- 
ate school  educators  who  fit  his  de- 
scription, Sowell  forgets  the  other 
college  and  university'  educators  who 
spend  35  to  45  hours  per  week  on 
mission-related  work,  many  of  whom^ 
have  sustained  pay  cuts  recendy  due 
to  austere  state  level  budgets. 
-Jack  M.  Kendree  II 
USC-Coastal  Carolina  College 
Conway,  S.C. 


Tax  101 


Sir:  Properly  filling  out  one's  personal 
tax  return  should  be  considered 
minimum  fitness  test  for  holding  ; 
position     in     Congress     ("Out    oi 
touch,"  Apr.  13). 

-L.WVRENC  K  W.  Mil  KS 

Maple  Valley,  Wash. 

Age  difference 

Sir:  "How  well  did  your  annuity  dor' 
{Apr.    13)    incorrectly    implies   tha: 
lK)lders  of  tax  deferred  annuities  Uvsi 
their  tax-deferred  status  upon  attain 
ing  the  age  o(  5^'^>  prior  to  cashini 
them  in.  laxation  occurs  only  whei 
there  is  a  distribution,  which  mus- 
begin  bv  age  70 Vi. 
Dan  Cox  i  ins 
Dcau  Witter  Reynolds 
Tain  pa,  Fla. 
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Habla  espanol? 


•tfe 


urt 


Sir:  Re  "The  fracturing  of  America" 
(Mar.  30).  I  never  said  "vvitiiin  ten 
years  there  will  not  be  a  word  of 
English  spoken  [in  Miami]."  What  I 
did  say  was  that  soon  in  Miami  to  get  a 
good  job  you  will  have  to  speak  Span- 
ish or  leave. 
-Maurjck  a.  Ferre 
Miami,  Fla. 

Quite  pleased 

Sir:  If  I  blushed  at  the  reporter's 
mention  of  the  vse  [V^ancouver  Stock 
Exchange  ]  it  was  certainly  not  due  to 
embarrassment  ("The  hbo  of  radio?" 
Mar.  30).  We  raised  $432,000  at  that 
venture  capital  marketplace,  which 
allowed  our  company  to  get  off  to  a 
good  start. 

-Jerold  H.  Rubinstein 
Chairman  of  the  Board  and 

Chief  Executive  Officer 
International  Cablecastin^r 

Technologies  Inc. 
Los  An£ieles,  Calif. 

Discrimination 

Sir:  Re  "Nostalgia  sells"  (Apr.  27). 
Your  article  on  Cracker  Barrel  failed 
to  mention  its  policy  of  discharging 
•employees  solely  on  the  grounds  that 
they  were  homosexual.  This  overt 
discrimination  has  led  to  civil  rights 
demonstrations  in  front  of  many  of  its 
restaurants. 

-Arthur  H.  McGuire 
New  York,  N.T. 

Who's  to  blame? 

Sir:  The  market  ate  the  Mesa  share- 
holders' lunch,  not  Boone  Pickens 
("Slimmed  Pickens,"  Apr.  27). 
-Eugene  C.  Metzger 
Philadelphia,  Pa. 

The  dude 

Sir:  Re  "Informer"  (Apr.  27).  While 
people  like  Ted  Turner  may  be  flashy 
and  smart,  they  are  ranching  neo- 
phytes and  cannot  be  taken  seriously 
as  credible  spokespeoplc  for  the  in- 
dustry or  the  environment. 
-Earl  F.  Bates 
Owner 

Norstar  Cattle  Co. 
Willowdale,  Ore. 

Forbes  "May  25,  1992 


NEW  AND  NO  LOAD  FROM  FIDELITY 


How  to 
Take  Advanta^  of 

High  Global  rields 

Fidelity  Short-Term  World  Income  Fund 


High  Yields  From  Around  The  World 

Fidelity  Short- 
Term  World  Income 
Fund  offers  investors 
an  opportunity  to 
enjoy  the  signifi- 
cantly higher  yields 
currently  available 
from  many  short- 
term  international 
securities.  That's 
good  news  if  you're 
investing  for  income. 

Managed  For 
High  Stability 

The  Fund  pursues  a  high  level  of  price  stability  by  investing  primarily 
in  short-term  securities  and  using  hedging  techniques  to  help  reduce  the 
impact  of  changing  currency  rates.  Of  course,  the  Fund's  share  price,  yield 
and  return  will  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  shares. 

Fidelity  Makes  It  Easy  To  Invest 

You  can  even  use  the  proceeds  from  your  maturing  CD  to  open  an 
account. '  And,  it's  easy  to  open  an  IR.\  or  transfer  an  existing  one.  Just  call 
us  and  we'll  assist  you.  Minimum  iiwestment:  $2,500,  plus  free  checkwriting. 

Visit  Your  Local  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Today,  short-term  rates  in  mam  foreign  countries  are  higher 
than  in  the  L'.S.  This  chart  compares  three-month Eurodeposit 
CD  rates  as  of  3/17/92.  Rates  are  not  intended  to  reflect  tl)e yield 
or  investments  of  the  Fund.  Source:  Reuters. 


Fideliiy 


0 


Invesimenis 


CODE:  FORB/SWI/052592 
For  more  complete  information,  including  management  fees  and  expenses,  call  today  for  a  free 
prospectus.  Read  it  carefully  before  you  invest  or  send  money.  'I  nlike  many  CDs,  ihe  Fund  is  noi  FDIC- 
insured  Fiiielilv  Dislnbutors  Corporation.  82  Devonshire  Street.  Boston.  MA  0210^) 


The  Sokoloffs,  Ex-Suburbanites 


Goodbye  to  take- 


out Chinese  and 


SHOPPING  MALLS. 


Jackie  and  Larry  Sokoloff  planned  to  trade  all 


the  comforts  of  Mount  Laurel,  NJ,  for  the  barren 


expanses  of  South  Dakota.  Where,  at  the  edge 


of  the  Badlands,  they'd  spend  a  year  teaching 


Native  American  students,  e^ra  Unfortunately, 


their  investment  strategy  wasn't  up  to  the 


adventure.  So  their  Shearson  Lehman  Brothers 


Financial    Consultant    helped    them    to    re- 


1 


structure  their  portfolio. 
Overcoming  the  loss  in  , 
income  they  faced,  to 
gain  the  long-term  return  they  wanted.  e>^ 
Today  you'll  fmd  Jackie  and  Larry  on  the  Pine 
Ridge  Sioux  Indian  Reservation,  teaching -and 
learning  from -the  students  of  Oglala  Lakota 
College,  e^'3  Where  would  your  adventurous  spirit 
take  you?  Maybe  we  can  help  you  get  there,  too. 

SHEARSON  LEHMAN  BROTHERS 


;rsii 

ill 


\bu  can  get  there  from  here." 


/\N<ERICAN| 

■express 


©1992  Shearson  Lrhman  Brothers  Inc.  Member  SIPC. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THE  RECOVERY  NEEDS  LIQUIDITY 

IT'S  TIME  FOR  the  Federal  Reserve  to  ease  again.  Other-  banking  system  isn't  providing  enough  of  it  now.  Infla- 
wise  the  already  slow  recover)'  will  be  even  slower.  You  tion  worries  are  absurd  at  this  point.  Commodit}'  prices 
can't  have  an  expansion  with  inadequate  credit,  and  the      are  down.  The  inflation-sensitive  gold  price  is  weak. 

DEMOCRACY  IS  A  FRAIL  FLOWER 


Wh  arh  learning  that  truism  again  as  we  witness  the 
rising  turmoil  in  Eastern  Europe,  the  former  Soviet 
Union  and  Latin  America. 

Democracy  in  Haiti  and  Peru  has  failed,  and  it  was 
nearly    snuffed    out    in    Venezuela, 
where  it  has  been  operating  continu- 
ously since  the  late  1950s. 

Look  at  the  countries  where  de- 
mocracy collapsed  between  the  end  of 
World  War  I  and  the  mid- 1930s;  in 
no  case  was  the  rise  of  dictatorship  the 
•result  of  external  aggression:  Italy, 
Hungar\%  Poland,  Romania,  Bulgar- 
ia, Lithuania,  Lat\'ia,  Estonia,  Portu- 
gal, Spain,  Greece,  Turkey,  Austria, 
Argentina,  Brazil,  China  and,  most 
tragically,  Japan  and  Germany. 

Unless  the  U.S.  plays  an  active  role 
in  creating  a  benign  environment  for  democracy,  repre- 
sentative government  will  inevitably  face  rough  sledding. 

In  the  1920s  and  1930s,  the  U.S.  opted  for  isolation- 
ism, first  politically,  then  economically.  After  World  War 


Recent  Peru  coup:  Where  else  does  a  sim 
ilar  fate  await  democracy? 


II,  by  contrast,  we  helped  foster  a  Western  Europe  and  an 
Asia  where  democracy  could  sink  real  roots.  Measures 
included  the  Bretton  Woods  international  monetary'  sys- 
tem, the  General  Agreement  on  Tariffs  and  Trade,  NATO 
and  the  Marshall  Plan. 

Today  we  are  not  doing  enough  to 
guide  Russia  and  other  struggling 
countries  to  adopt  the  four  principles 
of  economic  growth:  stable  money, 
low  taxes,  property  rights  and  mini- 
mal bureaucratic  interference  in  es- 
tablishing and  running  businesses. 
We  have  let  the  IMF  continue  to 
advocate  destructive  prescriptions  of 
inflationar)'  austerit)'  which  helped 
fiiel  Peru's  increasingly  bloody  inter- 
nal revolt.  By  contrast,  impressively 
expanding  Mexico  and  Argentina 
wisely  avoided  sipping  too  deeply  from  the  IMF  cup. 

Never  has  the  world  scene  been  so  fluid  and  so  open  to 
U.S.  guidance.  Future  generations  will  be  astonished  at 
our  passivit}'. 


L.A.  RIOTS 


The  immediate  causes  were  a  bad  jury  decision  mixed 
with  bad  police  management. 

An  axiom  of  riot  control  is:  When  there  is  trouble, 
move  in  quickly  with  a  massive  show  of  force.  That  will 
prevent  disturbances  from  spinning  out  of  control,  from 
taking  on  a  destructive,  lethal  life  of  their  own. 

Los  Angeles  Police  Chief  Dar>'l  Gates  did  the  oppo- 
site. This  reportedly  tough,  no-nonsense  law-and-ordcr 
leader  enjoyed  a  two-hour  ftind- raising  dinner  after  the 
extraordinary  verdict  was  announced.  It  didn't  get 
better.  Observers  noted  how  passive,  almost  nonchalant 
Gates  was  as  the  riots  worsened,  almost  as  if  he  were 
saying,  "See  what  kind  of  people  we  have  to  deal 
with!"  It  was  a  murderously  derelict  response. 


Democrats  and  Republicans  may  take  more  seriously 
the  imaginative,  inner-city  reform  proposals  by  Housing 
Secretary  Jack  Kemp.  Democrats  shunned  his  ideas  be- 
cause they  were  not  the  throw-money-at-thc-problem 
variety  which  that  party  so  loves.  The  Administration 
ignored  them  because  it  is  allergic  to  innovative  thinking 
(though  it  is  suddenly  changing  its  tunc  with  Kemp). 

Kemp  has  long  recognized  that  current  rules  and  laws 
encourage  welfare  dependence  and  family  break  up  and 
discourage  work  and  thrift.  He  would  reverse  these 
perversities  through  programs  that  v\'ould  enable  ten- 
ants to  manage  their  own  housing  and  to  buy  their 
apartments,  sweep  away  tax  and  regulator\'  obstacles  for 
doing  business  in  the  ghettos,  and  change  tax  and 
welfare    rules    that    punish    those    who    go    to    work 
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(because  of  lost  benefits,  the  current  tax  rate  on  these 
people  reaches  90%). 

Senator  Bill  Bradley  is  another  potential  innovator  in 


this  area.  He  wants  to  examine  carefiilly  and  compassion- 
ately welfare  programs  to  see  which  truh'  work  and  which 
are  self-defeating. 


WHAT  IS  MOST  REMARKABLE  ABOUT  RUSSIA 


is. not  the  severity  of  its  current  troubles  but  rather  the 
remarkable  resilience  of  its  people. 

Can  you  imagine  Americans  or  citizens  of  many  other 
nations  living  through  a  harsh  winter  with  inadequate 
heat  and  electricity,  unable  to  buy  fresh  bread,  meat  and 
vegetables,  subsisting  on  hoarded  food  and  not  turning 
violently  against  the  government.^ 


Demonstrations  against  the  Yeltsin  government  have 
attracted  few  people,  considering  the  severity  of  current 
conditions.  What  is  also  remarkable  is  that  the  appeal  of 
neo-communism  and  ultra-nationalistic  authoritarians 
has  been  so  narrow. 

Rarely  has  Russia  been  so  open  to  reform.  Too  bad  the 
West  is  so  bereft  of  ideas  on  how  to  nurture  it. 


OBSOLETE  THINKING 


Those  who  still  think  that  balance  of  trade  numbers 
reflect  a  nation's  health  should  look  at  Mexico. 

Our  neighbor's  balance  of  trade  is  plunging  into  the  red. 
From  a  surplus  of  $8  billion  five  years  ago,  Mexico  could 
have  a  deficit  this  year  nearing  $  1 5  billion .  This  burgeoning 
shortfall  has  IMF  officials  and  media  commentators  specu- 
lating that  Mexico  may  have  to  devalue  the  peso. 

Fortunately,  our  southern  neighbor  will  likely  resist 
such  a  destructive  step.  What  these  trade  worriers  don't 
understand  is  this:  The  trade  deficit  is  a  sign  of  Mexico's 
increasingly  robust  economic  health.  The  U.S.  had  a  trade 
deficit  for  most  of  its  first  100  years.  Japan  had  deficits  in 
the  1950s  for  the  same  reason  Mexico  has  one  today. 


The  Mexican  economy  is  growing  in  excess  of  5%  per 
annum,  and  growth  is  accelerating.  Investment  is  rising 
sharply.  Unemployment  is  dropping  despite  an  expand- 
ing population.  Inflation  has  gone  from  almost  200%  to 
less  than  10%.  Short-term  interest  rates  have  plunged 
from  over  100%  to  around  11%.  A  once  horrendous 
government  budget  deficit  is  now  in  surplus.  Flight 
capital  is  returning  by  the  billions. 

A  devaluation  would  unleash  a  new,  debilitating  round 
of  inflation,  thereby  undermining  this  economic  progress. 

The  Mexican  stock  market  has  been  the  world's  stellar 
performer.  It  will  continue  to  be  so — with  no  thanks  to 
those  deficit  mongers. 


CAN  YOU  IMAGINE 

a  more  depressing,  deadly  set  of  sales  pitches  than  these  Benetton  ads? 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbks  eatery  experts  JejfCnnnincihnm  and  Tom  Jones. 


•  EUo's— 1621  Second  Ave.,  at  84th  St.  (Tel:  772- 
2242).  Upper  East  Side  eatery  still  packs  'em  in  years  after 
its  initial  "In-"ness.  Surprise  hit  is  tiramisu,  a  liqueur- 
soaked  cake  and  pudding  combination  that  is  often  aw- 
ful— but  pure  heaven  when  not  overdone. 

Smith  &  WoUensky— 201  East  49th  St.  (Tel: 
753-1530).  Flven  in  this  cholesterol-conscious  age,  one 
occasionally  craves  a  real  red  meat  and  potatoes  meal. 
There  are  better  places  than  this  to  indulge  your  arter\'- 
clogging  desire. 

•  Zip  City  Brewing  Company — 3  West  18th  St. 
(Tel:  366  6333).  A  must  visit  for  any  and  all  with  an 
appreciation  for  beer.  Serving  fresh  German-style  lager 
beers  brewed  on  the  premises.  Zip  ('ity  offers  a  menu  of 
what  it  terms  ''upscale  pub  food,"  although  yellow  tin 
tuna  chili  with  creme  fraiche  and  scallions  is  not  what  one 
thinks  of  as  pub  food. 


•  An  American  Place — 2  Park  .\ve.,  at  32nd  St.  (Tel: 
684-2122).  Food  is  spicy  and  in\igorating.  Wtinderfiil 
breads,  especiallv  jalapeno  biscuits. 

Florent— 69  Gansevoort  St.  (Te!:  989-S779\  An 
imaginative  menu  overreaches  the  chet  's  capabilities. 
Wednesday,  for  example,  is  "duck  a  la  fruits"  night,  but 
the  roast  duck  in  ginger  gla/e  with  a  spicy  pineapple  salsa 
was  greasv.  Spinach,  cheese  and  mushroom  ravioli  was  a 
bland  bore. 

•  Mondrian— 7  East  59th  St.  (Tel:  935  3434). 
Sleekly  handsome  mtKlern  decor  matched  by  xn  imagina- 
ti\e  menu  of'delicitnis  and  unusual  fare. 

•  La  Tour  D^Or— 14  Wall  St.  (Tel:  233  2780).  For 
merlv  I.T.  Miirgan's  apartment,  now  a  Wall  Street  oasis. 
\'iews  of  the  Hudson  and  Statue  i>f  liberty  are  magnifi 
cent.  C'aramelized  apple  pie  is  w  ell  worth  the  calorics,  but 
vou  ma\  want  \o  walk  the  31  \\oovs  down  afterwards.  ^ 
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Getting  ahead  of  schedule 

Anyone  who  travels  on  business  knows  how 
hard  it  can  be.  Which  is  why  we've  made 
getting  AT&T  so  easy  Even  at  public  phones 

isn't  always  easy 

that  aren't  automatically  connected  to  AT&T. 
If  you're  calling  long  distance  and  you  don't 
hear  'AT&T"  after  the  bong,  simply  hang  up. 

Getting  AE^  is. 

Dial  10+ATT+O  (it's  right  on  the  back  of  your 
AT&T  Card).  You'll  be  assured  of  the  service 
you  depend  on,  at  the  prices  you  expect. 

DiallO-ATT-0 

plus  the  area  code  and  number. 


(•f.ll*"K""%, 


For  more  information  call 
1  800  661  0661,  Ext.  5313. 


©1992  AT&T 
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AT&T 
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.NNOUNQNG  THE 
RETURN  OF  THE  PURE 
SPORTS  CAR.  This  is  the  kind 
of  sports  car  manufacturers  stopped 
making  years  ago.  The  all-new  1993 
Mazda  RX-7  is  specially  designed  for 


a  handful  of  uncompromising  indi- 
viduals. Those  who  believe  in  the 
simple  thrill  that  only  comes  fmm 
drixing  a  lightweight  car  with  a  lot 
of  power.  V  What  niakes  the  RX-7 
lightweight  is  also  what  makes  it 


powerful.  The  vwrlds  only  st\]uential 
twin-mrho  Rirar>' engine.  Mor^  com- 
pact, and  hundaxfs  of  pounds  lighter 
than  a  comparable  piston  engine, 
it  powvrs  the  RX-7  fa'»m  O-tO  in  4.9 
seconds  and  offers  unique  design 


i! 


ItJust  Feels  Right; 


advantages  including  perfect  weight 
distribution.  It  even  inspires  the  car's 
fluid  shape.  V  No  gimmicks.  No 
gadgets.  No  compromises.  The  all- 
new  Mazda  RX-7.  Unless  you  race, 
you've  never  felt  anything  like  it. 


THE  1993  MAZDA  RX-7 

Sequenticd  tivirx'turbo  rotary  engine. 
255  horsepower.  Independent 
double 'ivishbone  suspension. 
11.6'  inch,  ventilated  4'wheel  disc 
brakes  with  ABS.  Torsen*  limited- 
slip  differential.  36-month/50,000- 
mile,  no-deductible,  "bumper-to- 
bumper"  warranty.  Free  roadside 
assistance.  See  dealer  for  limited- 
warranty  details.  For  a  free  RX-7 
brochure  call  1-800-639-1000. 


Other  Comments 


Hie  Secret  of  Success 

Tom  Watson  Jr . ,  a  former  president  of 
IBM,  said  in  an  interview  in  1974: 
"The  secret  I  learned  early  on  from  my 
father  was  to  run  scared  and  never  to 
think  I  had  it  made.  I  never  felt  I  was 
completely  adequate  to  the  job  and 
always  ran  scared.  The  fundamental 
for  our  success  was  running  scared." 
-from  a  report  by  Anton  Rupert, 
CEO,  Rothmans  International  Pic. 

From  Boom  to  Bust 

The  eagerness  of  the  post-Soviet  re- 
publics to  join  the  IMF  for  symbolic 
reasons  is  understandable.  It  is  what 
membership  in  the  IMF  will  entail  for 
them  that  is  troubling. 

When  Moscow  signs  the  formal 
agreement  with  the  IMF,  $24  billion 
in  aid  will  be  made  available — includ- 
ing a  $6  billion  fund  for  the  stabiliza- 
tion of  the  ruble.  The  fund  will  be 
transferred  to  the  Russian  Central 
Bank.  That  the  bank  will  be  forced  to 
continue  to  print  rubles  at  a  record 
clip  should  be  clear  to  even  a  casual 
observer.  A  shakeout  of  Russia's 
state-owned  enterprises  has  not  yet 
taken  place.  Indeed,  there  has  been 
no  restructuring  and  privatization.  A 
Moscow  consulting  firm  estimates 
that  about   80%  of  the   big  state - 


owned  enterprises  are  insolvent. 

The  ruble  stabilization  program 
will  not  achieve  its  narrow  economic 
objectives.  More  important,  it  will  not 
achieve  its  broader  political  goal:  to 
lend  the  Yeltsin  government  a  hand. 

The  IMF  stabilization  fiind  will 
flow  from  Western  taxpayers  into  for- 
eign-exchange speculators'  pockets 
like  water  running  downhill.  Those 
foreign-exchange  traders  will  get  rich 
quickly,  offending  ordinary  Russians, 
and  providing  the  old  communists, 
who  have  significant  support  in  parlia- 
ment, the  popular  anger  they  need  to 
bring  down  President  Yeltsin. 
-Steve  H.Hanke,  Wall  Street  Journal 

Hawking  Theii*  Wears 

As  everyone  must  know  by  now, 
Benetton  has  been  appropriating  the 
news  for  its  ads.  The  photographs  do 
not  hawk  sweaters,  but  consumers 
are  quite  accustomed  to  fashion  ads 
that  haven't  much  to  do  with  clothes. 
In  the  promotional  mini-magazine 
that  Calvin  Klein  sent  out  with  an  issue 
of  Vanity  Fair  last  year,  the  models 
seemed  much  happier  when  they 
weren't  wearing  their  Calvins  at  all. 
Supposedly  the  consumer  aspires  to 
the  life  styles:  Klein's  pout\',  pumped- 
up    rock-and-roll;    Ralph    Lauren's 


"In  six  more  weeks,  these  M.B.A.s  will  be  ready  for  market." 


ersatz  pukka  British;  Georges  Mar- 
ciano's  bimbo  western.  Benetton 
abandons  any  pretense.  This  is  it,  kids: 
you  really  live  like  this,  in  the  middle 
of  an  epidemic,  with  the  news  coming 
at  you  from  all  sides.  Will  people  now 
think  Benetton  the  proper  apparel  to 
wear  to  a  terrorist  bombing.' 
-ViCKi  Goldberg,  New  York  Times 

1 
If  you  aren't  fired  with 

enthusiasm,  you  will  be 

fired  with  enthusiasm. 

-Vince  Lomb.\rdi,  The  Quot- 
able Qtwte  Book,  by  Merrit 
^^^     Malloy  and  Shauna  Sorensen 

Power  of  the  Oblivious 

[Movie  producer]  Gale  Ann  Hurd 
quickly  worked  her  way  up  the  lad- 
der, and  says  that  she  "wasn't  aware 
that  women  were  excluded  from  the 
decision-making  process,"  which  is 
what  gave  her  the  almost- naive  confi- 
dence to  tackle  one  tough  action 
thriller  after  another. 

"In  fact,  now  it  seems  like,  if  there's 
a  difficult  project  out  there,  the  first 
call  they  make  is  to  me,"  Hurd  adds.  It 
all  goes  back,  she  says,  to  what  [men- 
tor and  film  director]  Roger  Comian 
told  her,  "  Tf  you're  sman,  and  if  you 
work  hard,  and  if  you  persevere,  you 
can  do  anything.'  Luckily,  up  to  thai 
point,  I  hadn't  been  disillusioned  by 
that  philosophy." 
-Liz  LirriNcoTT,  \V 

A  Rose  by  Any  Other  Name 

H,\RRV  Trim.w  [had  a]  preference 
for    straight -forward    (and    earthy) 
speech.  He  once  offended  a  friend  ot 
his  wife's  at  a  Washington  honicul 
ture  show  by  referring  repcatcdh"  to 
the  "gooti  manure"  that  must  have 
been  used  to  nurture  the  blossoms. 
"Bess,  couldn't  you  get  the  Prcsi 
dent  to  say  'fertilizer'?"  the  woman 
complained.  Replied  the  Hirst  L^ady: 
"Heavens,  no.  It  tixik  me  2t>  years  to 
get  him  to  sav  'manure*." 
-"Jab's  Gab," 
Benton  County  (Mo.)  Enterprise  ^ 
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rhe  printer  with  a  split  personality 


The  HP  DeskJet  500C. 
Prints  crisp  black  & 
white  and  color  for  only 


$1,095: 


Sometimes  the  Hewlett-Packard 
DeskJet  500C  is  a  black  and  white 
printer.  Smart-looking,  formal,  ver>' 
businesslike.  And  because  it's  a 
Hewlett-Packard  inlget  printer,  it  gives 
you  laser-quality  printing  with  clean, 
crisp  type  and  graphics.  For  a  very 
logical  price. 

But  other  times  the  DeskJet  5(KK'  is 
a  color  pruiter.  Just  snap  in  a  ciirtri(ige 
and  chtKk out  its  wikler  side,  (iet  the 
same  clear,  sharj)  print  quality.  But  in 
color.  Choose  from  thousands  of  dif 
ferent  shades  to  really  make  your  pn)- 
posals  and  presentations  come  to  life. 

Get  the  HP  I^eskJet  o(KK'  for  PCs  or 
the  DeskWriter  C  for  Macintosh,  lioth 


come  with  HP^  three-year  limited 
warranty.  They  print  on  plain  jxifXTor 
transparency  and  work  with  all  the 
popular  software.  They're  ea.sy  to  use 
and  small  enough  to  fit  on  your  desk. 

To  see  a  demonstration  of  how  the 
DeskJet  500C  or  Dt^kWViter  C  am  add 
some  personalitv  to  anvthing  vou 
print,  call  1-800-552-8560,  Ext."  3069 
for  a  print  sampU*  and  the  name  of 
the  authorized  HP  deiiler  nearest  vou. 


LA^ 


HEWLETT 
PACKARD 
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Dockers 
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Gommentairy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


UNHELPFUL 

For  decades  it  has  been  the  philosophy  of  Forbes  that 
the  world's  economies  are  interconnected — that  major 
events  abroad  affect  the  American  economy  so  directly 
that  they  are  ignored  only  at  our  peril,  and  that,  equally, 
the  economies  of  Europe,  Asia,  South  America,  the  Mid- 
East  and  the  Pacific  Rim  are  directly  affected  by  major 
events  in  the  U.S.,  as  well  as  elsewhere. 

Everything  that  has  happened  in  the  turbulent  last  few 
years  has  confirmed  these  beliefs.  Just  two  examples: 
First,  as  Japan's  real  estate  and  stock  prices  have  fallen,  its 
banks  and  larger  investors  are  sharply  reducing  their 
overseas  investments,  including  many  proposed  for  the 
U.S.  This  will  mean  that  the  sponsors  of  projects  planned 
on  the  premise  of  using  Japanese  capital  will  have  to  look 
elsewhere,  or,  more  likely,  abandon  their  plans  for  now. 

Second,  Germany  has  incurred  much  higher  costs  than 
planned  in  the  absorption  and  rehabilitation  of  an  East 
'  Germany  shattered  by  40  years  of  sociahsm  and  communist 
misrule.  Because  of  this,  Germany  is  experiencing  inflation 
and  a  budget  deficit.  Interest  rates  have  been  raised  to 
record  highs  to  reduce  inflation,  but  those  high  rates  are 
keeping  interest  far  higher  than  is  desirable  for  economic 
growth  in  the  other  European  Monetary  System  countries. 

It  was  only  an  electoral  miracle — against  all  the  polls' 
predictions — that  kept  the  United  Kingdom's  govern- 
ment in  power  despite  real  economic  hardships.  Other- 
wise, the  repercussions  from  Germany's  problems  might 
have  caused  the  U.K.  to  revert  to  a  socialist  (albeit  with  a 
slightly  disguised  face)  government  that  would  have  set 
Great  Britain  back  to  the  bad  old  days  when  Labor  and 
trade  unions  controlled  the  government. 

How  does  this  global  interdependence  affect  us.'  First, 
we  all  need  to  be  far  more  aware  of,  and  knowledgeable 
about,  events  and  conditions  abroad.  The  U.S.  derives 
only  a  ver\'  small  part  of  its  GNP  from  exports — usually 
around  10% — although  that  10%  is  a  huge  sum.  The  lack  of 
interest  in,  and  knowledge  of,  what  is  happening  abroad 
explains  why  we  have  such  strong  strains  of  isolationism 
and  protectionism  running  through  our  public  opinion. 


SUGGESTIONS 

These  twin  demons  of  isolationism  and  protectionism 
are  always  waiting  to  be  summoned  by  demagogic  candi- 
dates who  hope  to  get  elected  by  bashing  Japan,  oppos- 
ing aid  to  countries  that  are  abandoning  communist  and 
socialist  economies  and  need  our  help,  and  by  urging 
deep  slashes  in  our  defense  programs  on  the  dubious 
grounds  that  we  face  no  more  threats  from  anyone — 
slashes  that  will  hurt  both  our  security  and  our  economy. 

Shortsighted  Solutions 

One  set  of  remedies  for  America's  economic  woes  that  I 
trust  will  not  be  followed  is  being  proposed  by  Professor 
Eester  Thurow  of  MIT.  His  theor\'  is  that  the  U.S.  is 
losing,  economically,  to  Japan  and  FLurope  (despite  the 
big  increases  in  U.S.  exports  and  the  basic  strengths  of  the 
economy).  We  should  therefore  follow  European  and 
Japanese  "industrial  policy":  If  they  subsidize  their  indus- 
tries, so  should  we,  he  says.  If  one  of  our  manufacturers 
cannot  easily  sell  goods  in  Japan,  we  should  put  up  high 
protectionist  hurdles  against  Japanese  products.  If  Ameri- 
cans don't  save  enough,  they  should  be  forced  to,  for 
example,  by  being  required  to  pay  high  down  payments 
on  new  purchases,  as  Italians  and  Germans  are.  Europe 
has  a  value-added  tax — why  don't  we.'  A  value-added  tax 
would  raise  a  lot  of  money.  But  it  would  also  raise  the 
deficit,  since  Thurow  has  no  suggestions  on  how  to 
reduce,  eflfectively,  ever-increasing  government  spending. 

In  short.  Professor  Thurow  and  many  others  like  him 
argue  that  we  should  have  a  government-managed  econ- 
omy and  industrial  policy,  which  means  inviting  the 
government  to  "help"  business  and  the  economy. 

In  fact,  what  we  really  need  to  do  is  recognize  the  great 
strengths  we  have:  \cr\  low  interest  rates,  extremely  low 
inflation,  unemployment  that  is  low  by  historical  stan- 
dards, low  inventories  that  need  replenishment.  Further, 
large  amounts  of  capital  both  here  and  abroad  are  avail- 
able but  waiting  for  some  assurance  that  after  November 
we  will  not  tax  out  of  existence  all  incentives  for  new 
investment  in  job-producing  activities. 


IF  YOU  THINK  THINGS  ARE  BAD  NOW,  TRY  50  YEARS  AGO 

"WORLD  WARII — FROM NKVVSPAPHRSOK  April  28, 1942:  will  have  to  come  down.'  He  proposes  to  sharply  increase 
President  Roosevelt  sends  Congress  a  sweeping  anti-  taxes  and  limit  individual  incomes  to  525,000  after  taxes;  to 
inflationproposal.Oudininghisplanforputtingthe nation  stabilize  wages;  to  fix  price  ceilings;  and  to  ration  scarce 
on  a  fiall  war  footing,  Roosevelt  says  'our  standard  of  living     commodities." — fi-om  the  St.  Petersburg  Times.  Hi 
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When  Lisa  was  bom 

her  kidneys  didn't  work. 

So  we  helped  Lisa's  mother 

learn  to  care  for  her. 


It  saved  $200,000 
in  hospital  costs. 
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Aiid  let  Lisa  jrrou 
up  at  home. 


Aetna's  Individual  Case  Managers  help 
people  who  are  in  our  group  plans  receive 
proper  health  care.  They  help  to  find  the 
best  available  treatment  by  understanding 
people's  needs  and  by  working  with  their 
doctors.  In  many  cases,  by  discovering 
alternative  methods  for  treatment,  medical 
costs  are  reduced.  And  more  importantly, 
people  can  recover  in  a  somewhat  more 
comfortable  environment.  Like 
home,  for  instance.  With  family. 
Aetna.  A  policy  to  do  morer 


/Etna 
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THE    SILVER   IS    STERLING    AND    SO    IS    THE    CRAFTSM ANSHIR 


DAYTON'S 


MARSHALL  FIELD'S 


HUDSON'S 
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EDITED  DY  HOWARD  RANKS 


The  unemployment  anomaly 

^  '  on  in  the  recovery,  people  who  are  out  of  work 


This  time  the  economic  recovery  is  made 
of  sterner  stuff  than  in  1991,  when  growth 
picked  up  in  the  spring  and  disappeared  by  fall. 
Growth  this  year  is  now  put  at  a  likely  2y2%  to  3% 
increase  year  on  year,  and  rather  faster  than 
that  towards  the  end  of  the  year. 

A  big  question  now  is:  When  will  that 
growth  feed  through  into  new  jobs  or  a  reduc- 
tion in  unemployment?  It  turns  out  the  ques- 
tion is  easier  to  ask  than  answer. 

What  seems  to  be  under  way  in  this  recovery 
appears  to  match  the  general  drift  of  what  hap- 
pened in  1982  to  1983,  and  also  during  1985 
to  1987,  when  the  growth  in  gdp  slowed  to 
around  a  3%  annual  rate.  In  these  earlier  peri- 
ods, actual  job  creation  lagged  the  uptick  in 
overall  growth  by  six  to  nine  months.  But  early 


but  not  included  in  the  unemployment  statis- 
tics— those  too  discouraged  even  to  look  for  a 
job — start  to  cheer  up  and  sign  on  again  at  the 
local  labor  office. 

This  mismatch  between  the  way  employers 
and  job  seekers  feel  creates  an  anomaly:  The 
economy  is  improving,  yet  the  number  of  un- 
employed (as  measured  by  people  looking  for 
work)  is  also  rising.  Only  later  in  the  recovery 
do  the  new  job  seekers  find  work.  Both  the 
1982-83  and  1985-87  periods  saw  temporary 
increases  in  the  unemployment  rate  for  some 
months  after  economic  recovery  began.  This 
probably  explains  why  unemployment  since 
February  has  been  running  around  7.3%,  up 
from  6.8%  last  September. 


There'll  be  few  new  jobs  in  manufacturing 


In  manufacturing,  job  prospects  look  flat  at 
best.  A  survey  by  the  National  Association  of 
Purchasing  Managers  in  late  April  asked  the 
question:  What  will  happen  to  jobs  in  the  rest  of 
1992.''  Some  30%  of  responding  companies 
said  payrolls  would  decline  a  bit,  versus  27%  that 
forecast  an  increase;  43%  said  employment 
would  not  change.  That  is  a  sizable  uptick  from 
the  same  survey  in  December,  when  the  re- 
sponses were  45%  down,  21%  up,  and  34%  the 
same.  But  it's  not  exacdy  rosy. 

Hours  worked  in  manufacturing  have  be- 
gun to  increase  a  little,  which  is  usually  a  sign 
that  companies  are  likely  to  hire  new  workers 
soon.  But  other  measures,  such  as  capacity  utili- 
zation, remain  weak.  That  is  just  one  reason 
for  the  reluctance  to  hire,  says  Gordon  Richards, 
an  economist  with  the  National  Association  of 
Manufacturers. 

Employers  also  mostly  see  the  significant 
increase  in  consumer  spending  in  the  first  quar- 

In  services,  too,  the  accent  is 

The  service  sector  was  the  job  engine  of  the 
1980s,  but  even  it  looks  to  be  losing  steam.  The 
total  number  of  service  sector  jobs  increased 
from  65  million  in  1980  to  almost  86  million 
this  March.  At  its  peak  in  the  late  1980s,  some 
220,000  or  more  new  service  jobs  were  being 
added  each  month.  But  in  1991  that  had 
dropped  to  an  average  of  under  10,000  a  month 
and  in  the  first  quarter  of  this  year  to  an  esti- 
mated 20,000  (note,  however,  that  employ- 
ment statistics  are  always  subject  to  sizable 
revisions). 

Don't  expect  a  return  to  late  1980s  levels  of 
service  job  creation.  Service  sector  industries 
such  as  banking,  insurance  and  retailing  are 


ter  as  a  one-time  event,  says  Richards,  because 
it  exceeded  the  improvement  in  the  level  of 
personal  income.  Further  dampening  the  job 
market,  companies  are  paying  for  increases  in 
regulatory  cost  (the  clean  air  amendment), 
and  are  seeing  a  slowdown  in  export  growth  to 
Europe  because  of  the  recession  in  Germany. 
Competition  from  Japanese  companies  is  also 
increasing  in  world  export  markets. 

Richards  says  the  nam  does  see  a  contin- 
ued capital  investment  in  productivity-in- 
creasing equipment  like  computers.  This 
will  continue  to  cut  costs  and  improve  profit- 
ability. But,  says  Richards,  there  will  be  no 
upsurge  in  manufacturing  jobs,  because  com- 
panies will  continue  to  try  to  get  more  out  of 
the  workers  and  plant  they've  got.  It's  worth 
pointing  out  that  though  output  is  up  by  a 
third  in  manufacturing  since  1980,  employ- 
ment is  down  10%,  hence  the  steady  produc- 
tivity growth  of  the  1980s. 

on  productivity 

facing  tough  competition  and  are  tr)'ing  to  cut 
costs.  They  have  invested  heavily  in  computer- 
ization and  will  continue  to  do  so;  now  they  are 
squeezing  to  get  the  productivity  gains  to 
justify  their  investments.  And  the  first  signs  of 
these  gains  arc  beginning  to  appear. 

Some  ser\'ice  sector  companies  are  facing 
international  competition,  too.  It  is  easy  these 
days  to  transfer  simple  jobs  like  data  entr\'  to 
lower-cost  countries  abroad,  as  American  Air- 
lines has  with  ticket  recording.  And  for  the 
first  time  the  low  inflationar\'  environment  is 
making  it  hard  for  scr\ice  sector  companies 
(outside  the  medical  field)  to  pass  on  price 
increases.  Hi 
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IHt  rUHbtS  INULA 


BY  TIMOTHY  DODMAN 


The  Forbes  index  (1967=100) 

210 

Current  190.1* 

200              Previous  188.9 

^^^  Percent  change  0.7% 


'Preliminary 

78  '80  '82  '84  '86  '88  '90 


The  economy's  2%  per  year  growth  rate  during  the  first 
quarter  is  weak,  yet  still  the  fastest  annualized  rate  ofj 
expansion  in  three  years.  A  faster  pace  would  have  been 
desirable,  yet  perhaps  not  achievable  without  the  usual 
negatives  of  an  overheating  economy — namely,  an  in- 
crease in  inflation  and  interest  rates.  As  it  is,  mortgage  rates 
are  easing  and  consumer  prices  are  up  only  3.2%  from  a 
I  year  ago.  New  factory  orders  rose  2.1%  in  March  while 
inventory  stockpiles,  which  have  been  declining  since  last 
October,  fell  another  0.3%. 


'92 


Other  key  rates 

Source 

Status 

6.5% 

Prime  rate 

Auto  sales  year  to  date  vs  1 991 ' 

Chase  Manhattan  Bank 

Ward's  Automotive 

0.0%  J 

Index  of  leading  indicators  Mar  vs  Feb 
Trade  balance  12  months  ended  Feb  1992 

Dept  of  Commefce 

0.2%  1 

Dept  of  Commerce 

-$68bil  J 

All-commodity  producer  price  index  Mar  vs  Feb' 
GOP  1st  quarter  vs  4th — annualized  growth 
M2  (3-month  change) — annualized  growth' 

Dept  of  Labor 
Dept  of  Commerce 
Federal  Reserve 

0.0%  ■ 

2.0%  1 

4.1% 

'  U.S.-based  manufacturers,  excludes  Imports,  as  of  4/20/92. '  Wholesale  goods.  ^  Includes  Ml            1 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  tunds.                     1 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  w/eighted  elements;  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Ill 


Services     •    Total  index 


Inventories      •    New  orders 


155 


145 


135 


125 


Consumer  price  indexes  (1982-34  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Manufacturers'  new  orders  and  inventories 
I  ($biliions),  seasonally  adjusted  (Oepi  or  Comneite) 


125 


109 


107 


.MM 


105  ■^- 

Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


2920 


2850 


2780 


2710 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  ot  Commerce) 


ParsomI  incoiM  litniiionsi  wage  and  satvy 
disbursements,  seesonally  adjusted  (D^X  of  OoaMwcc) 


FMAMJJASONDJFM 
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Invest  in  a  Hartmann  business  case 
and  receive  a  classic  wallet  free. 

When  you  purchase  a  Hartmann  business  case*,  you'll  receive  a  certificate  entitling  you  to  either 
a  men's  or  women's  wallet  free  (suggested  retail  up  to  $116).  Both  wallets  (shown  above)  are 
available  in  natural  or  black.  Mail  in  certificate  for  free  wallet  must  be  received  by  August  15, 
1992.  Offer  valid  on  purchases  made  during  April  20-June  30,  1992. 


Does  not  include  disconlinued  slyles 


7 


Handcrafted  Since  1877 


|92  Hartmann 


p 


We  wrote  the  book  on  v8 

!^  PERFORMANCE.  WaIT  TILL 
^^     YOU  GET  YOUR  HANDS 

ON  THE  SEQUEL. 


m  application  df  power  to 
the  rear  wheels,  providing 
optimum  grip  in  all  traction 
conditions.  ♦  Test-drive  the 
1992  Corvette  LTl.  Cover  to 
cover,  it's  the  best  'Vette  yet. 

^   Corvette  LTl  Features: 
•  5.7  Liter  fuel-injected  LTl 
V8  with  300  HP  @  5000 
RPM.  •  Acceleration 


Slip  Regulation  (ASR). 

•  New  directional  and 
asymmetric  high- 
performance  Goodyear 
GS-C  Eagles.  •  Power  4- 
wheel  Basch  ABS  IIS  anti- 
lock  disc  brake  system. 

•  Choice  of  4-speed 
automatic  or  6-speed 
manual.*  No-deductible, 


3-year/36,000-mile  Bumper 
to  Bumper  Hus  ^X^rranty* 


The  Heartbeat 

OF  America  is 

VC^nning: 


Forbes 


In  the  past  two  years,  well  over  $1  billion  in  easy  profits 
has  gone  to  investors  lucky  enough  to  get  an  allotment  of 
hot  new  issues  at  the  offering  price.  Who  got  the  loot? 


Membeirs  only 


By  Matthew  Schifrin  with  Lisa  Coleman 


The  hot  new  issues  market  of  the  last 
few  years  has  produced  many  a  sizzler 
that  went  up  30%  or  more  in  the  first 
day  of  trading.  Making  money  on 
them  was  like  shooting  fish  in  a  barrel. 
Little-known  Implant  Technology 
rose  212%  the  day  it  was  issued  in 
December  1990,  and  even  big  Dura- 
cell  International  did  a  38%  first-day 
jump  in  May  1991. 

Do  the  arithmetic.  Duracell  sellers 
(mostly  KKR  Associates)  got 
only  $450  million  for  shares 
that  were  worth  $171  mil-  , 
lion  more  than  that  later  in 
the  day.  With  help  from  Se- 
curities Data  Co.,  we  count- 
ed 90  hot  new  issues  since 
January  1990 — hot  referring 
to  a  first-day  gain  of  at  least 
30%.  A  total  of  $1.3  billion 
was  left  on  the  table  for  the  lucky 
initial  public  offering  buyers. 

Who  shot  the  fish  in  those  barrels? 
Who  got  the  loot.^ 

Not  the  retail  investor — and  in 
most  cases  not  even  the  big  ones. 
"I'm  lucky  if  I  get  300  shares  of  a  hot 
issue,"  complains  Andrew  Lanyi,  a 
$3-million-plus  retail  commission 
generator  at  New  York  City  broker- 
age Ladenburg,  Thalmann  &  Co. 

Well-connected  retail  brokers  get 
some  hot  new  issue  stock  if  they  work 
for  one  of  the  brokerage  firms  leading 
the  underwriting  (see  p.  172).  But 
most  brokers  don't  have  any  more 
leverage  than  Lanyi.  Last  year  he 
bought  such  hot  new  issues  as  Quan- 
tum Health  Resources,  ViewLogic 
Systems  and  Xircom  but  was  forced  to 
purchase  shares  in  the  aftermarket  at  a 
premium.  "I  am  a  peasant  among  a 
cartel  of  aristocrats,"  says  Lanyi. 

Then  who  are  the  aristocrats.^  As  it 
turned  out,  they  were  the  big  mutual 
fund  sponsors  and  other  institutions 
that  dominate  the  stock  market  and 


generate  lots  of  commission  dollars. 
Some  of  the  top  beneficiaries:  Fideli- 
ty, Alliance  Capital,  T.  Rowe  Price, 
J. P.  Morgan  and  ids. 

What  do  the  fiand  sponsors  do  with 
the  stock  they  get.''  Many  of  them  are 
flipping  for  quick  profits.  It  is  likely 
that  several  of  the  large  mutual  fiand 
families  have  been  tucking  the  hot 
stocks  into  their  newer,  smaller  fimds 
in  order  to  dress  up  the  performance 
records  for  these  fijnds.  The  fimd 
managers  could  then  turn  quick  prof- 
its by  taking  their  allotments  and  sell- 
ing a  day  or  t\vo  later.  This  flipping 
may  go  a  long  way  toward  explaining 
how  so  many  funds  were  up  50%  to 
100%  last  year  in  a  market  that 
climbed  only  30%  overall. 

Frank  Wisncski,  a  manager  of  \'an- 
guard's  $430  million  Hxplorer  Fund, 
puts  it  this  way,  speaking  of  the  IPO 
share  allotments  that  go  to  some  mu- 
tual funds:  "They  are  a  gift  from  the 
underwriter." 

Funds  don't  have  to  divulge  how 
much  of  their  profits  come  trom  flip- 


ping new  issues.  But  some  managers 
are  quite  fi-ank  that  they  take  advan- 
tage of  hot  markets  for  initial  public 
offerings. 

"Flipping  is  widespread,"  admits 
Joel  Tillinghast,  manager  of  Fidelit>'s 
Low- Priced  Stock  Fund.  Tillinghast 
says  he  flipped  out  of  hot  new  issues 
like  BET  Holdings,  Lone  Star  Steak- 
house  &  Saloon,  Au  Bon  Pain,  Symix 
Systems,  Retix,  Marcam  and  Video 
Lottery   Technologies.    His 
fiind  started  1991  with  but 
$89  million  in  assets,  and 
thus  was  in  a  position  to  ben- 
efit measurably  ft^om  a  lot  of 
small  trading  profits. 

Attracted  by  Tillinghast's 
impressive  46%  return  last 
year,  new  customers  have 
poured  in.  The  hind  is  up  to 
$785  million  in  assets.  It  will  not  be 
easy  for  Tillinghast  to  deliver  a  repeat 
performance. 

"Ever\body  was  flipping  and  no- 
body cared,"  says  Ray  Hirsch,  manag- 
er of  IDS  Discover}'  Fund,  who  men- 
tions Alteon,  Target  Therapeutics, 
Amylin  and  Gilead  Sciences  as  stocks 
he  flipped.  Hirsch  argues  that  in  most 
cases  the  allotment  awarded  to  his 
fimd,  t>pically  25,000  to  75,000 
shares,  was  too  small  to  be  a  perma- 
nent holding.  "Besides,  these  stocks 
quickly  appreciated  past  our  fair  value 
estimates,"  he  adds.  The  ids  Discov- 
ery Fund  had  S 1 50  million  in  assets  at 
the  end  of  1990;  it  now  has  S285 
million. 

What  is  indisputable  from  the  pub- 
lic record  is  that  someone  w  as  doing  a 
lot  of  flipping.  For  dozens  of  new 
issues,  first-day  trading  volume  ex- 
ceeded the  number  of  shares  being 
i>rt"cred  (Sfc  riil>lt\  opposite). 

What  alx^ut  the  companies  whose 
shares  w  etc  flipped:  Don't  they  resent 
getting  ti>o  low  a  price  at  the  initial 
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offering?  Despite  the  sizable  gains  and 
a  seemingly  obvious  underpricing  by 
underwriters  eager  to  win  friends 
among  investors,  the  underwriters' 
corporate  customers  aren't  complain- 
ing loudly. 

In  some  cases  the  insiders  were 
selling  only  a  small  part  of  their  com- 
pany and  were  thrilled  to  see  the 
remainder  instantly  priced  higher 
than  they  dreamed  possible.  In  other 
cases  they  may  be  planning  to  make  a 
second  trip  to  the  well.  It's  much 
easier  to  sell  a  secondary  offering  if  the 
first  batch  of  stock  shoots  up. 

"I  think  the  underwriters  did  an 
excellent  job,"  says  Lxjne  Star  Steak- 
house  &  Saloon  Chief  Executive  Ja- 
mie Coulter,  whose  personal  stake 
climbed  in  worth  from  $22  million  to 
$35  million  on  Mar.  12,  the  first  day 


of  trading. 

Indeed,  the  market  for  initial  public 
offerings  like  this  one  is  a  cozy  game 
of  easy  money  for  all  of  those  in- 
volved. By  the  day  of  the  initial  public 
offering  nearly  ever^'onc  in  the  invest- 
ment community'  knows  whether  or 
not  the  issue  is  hot.  That's  because 
order  flow  information  is  often  shared 
among  the  members  of  the  under- 
writing syndicate. 

When  an  issue  is  hot,  most  of  the 
stock  is  retained  and  sold  by  the  lead 
underwriters.  The  other  underwrit- 
ing syndicate  members  receive  only  a 
tiny  fi-action  of  the  shares  they  have 
agreed  to  sell.  The  early  reading  on 
demand  for  shares  finds  its  way  into 
the  investment  community  and  heats 
up  the  bidding  in  the  aftermarket.  In 
the  case  of  cheerleader  uniforms  mar- 


keter Varsity  Spirit  Corp.,  up  42%  on 
day  one,  demand  for  the  company's 
stock  outstripped  supply  more  than 
five  times. 

That  the  bulk  of  these  juicy  offer- 
ings goes  to  big  institutional  investors 
is  a  measure  of  the  declining  impor- 
tance of  the  individual  investor  in 
share  ownership.  In  the  past,  hot  is- 
sues were  the  domain  of  retail  brokers 
who  could  reward  their  favorite  cus- 
tomers with  the  stock. 

Two  lessons  for  the  retail  investor: 
First,  if  your  broker  is  pushing  what 
he  calls  a  hot  new  issue,  don't  get  too 
excited.  If  you  really  are  allowed  to 
get  a  fair  chunk,  it  probably  isn't  such 
a  good  buy. 

Second,  beware  the  grov\'th  fijnds 
that  deliver  spectacular  returns  during 
a  bull  market  for  new  issues.  ^ 


Hot  potatoes 

stock 

Flip 

Lead  underwriter 

Offer 

Amount 

Offer 

%gain 

Whole  Foods  Market 

ratio* 

date 

($mll) 

price 

1st  day 

171% 

Robertson,  Stephens 

1/92 

$23.4 

17 

43% 

Checkers  Drive-ln  Restaurants 

161 

Dean  Witter  Reynolds 

11/91 

33.6 

16 

48 

America  Online 

159 

Alex.  Brown  &  Sons 

3/92 

23.0 

lV/2 

39 

Outback  Steakhouse 

159 

Alex.  Brown  &  Sons 

6/91 

23.6 

15 

39 

Alteon 

156 

Alex.  Brown  &  Sons 

11/91 

45.0 

15 

73 

Callaway  Golf 

154 

Merrill  Lynch 

3/92 

52.0 

20 

47      « 

Synopsys 

145 

Morgan  Stanley 

3/92 

36 

18 

75       ' 

Athena  Neurosciences 

141 

PaineWebber 

11/91 

54.0 

12 

33 

Target  Therapeutics 

131 

Alex.  Brown  &  Sons 

1/92 

40.5 

18 

64 

Walker  Interactive  Systems 

129 

Morgan  Stanley 

4/92 

39 

15 

47 

Sullivan  Dental  Products 

126 

Dain  Bosworth 

4/90 

10.0 

10 

30 

Healthcare  Imaging  Services 

126 

Stratton  Oakmont 

11/91 

7.0 

5 

73 

Somatogen 

125 

Alex.  Brown  &  Sons 

8/91 

38.0 

19 

43 

Advanced  Interventional  Systems 

123 

Robertson,  Stephens 

11/91 

29.9 

13 

33 

Sepracor 

121 

Lehman  Brothers 

9/91 

40.0 

10 

40 

Platinum  Technology 

121 

Hambrecht  &  Quist 

4/91 

37.5 

15 

42 

Integrated  Systems 

121 

Alex.  Brown  &  Sons 

3/90 

16.2 

9 

32 

Marcam 

120 

Hambrecht  &  Quist 

8/90 

17.6 

14 

34 

Heart  Technology 

120 

Hambrecht  &  Quist 

3/92 

68.4 

18 

39 

Symix  Systems 

119 

William  Blair 

3/91 

15.0 

15 

40 

Lone  Star  Steakhouse  &  Saloon 

118 

Montgomery  Securities 

3/92 

18.9 

13'/i 

56 

Longhorn  Steaks 

116 

J.  C.  Bradford 

4/92 

28.8 

16 

31 

CellPro 

114 

PaineWebber 

10/91 

33 

11 

32 

Dura  Pharmaceuticals 

112 

Oppenheimer 

2/92 

25 

10 

31 

Au  Bon  Pain 

108 

Morgan  Stanley 

6/91 

22.5 

9 

47 

•First-day  trading  volume  as  percentage  of  total  shares  offered. 
Sources:  Securities  Data  Co.;  Forties. 

When  an  inKial  public  offering  is  priced  too  low,  the  shares  are  often  oversubscribed  and  the  lucky  buyers 
can  immediately  resell  for  a  profit.  On  their  first  day  out  of  the  box  these  new  issues  all  saw  price  gains  of 
at  least  30%  and  trading  volume  of  at  least  100%  of  the  offering  size.  There  was  a  lot  of  flipping  going  on— 
in  some  cases,  double-flipping. 
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Japanese  Prime  Minister  Kiichi  Miyazawa  promises 
a  higher  quality  of  life  in  Japan  during  the  1990s. 
Delivering  on  that  promise  will  require  stepping  on 
a  lot  of  vested  interests. 

'^ch  country, 
poor  Japanese" 


By  Andrew  Tanzer  and  Gale  Eisenstodt 


economists  assumed  4%  annual 
growth  was  sustainable;  now  many  say 
2%-to-3%-a-year  growth  is  more  like- 
ly— unless,  that  is,  the  government 
drastically  deregulates  the  economy; 
and  begins  to  transfer  purchasing  pow- 
er from  farmers  and  corporations  to 
the  urban  salaried  masses.  Says  No- 
boru  Kawai,  economist  at  Morgan 
Stanley  Japan:  "To  maintain  4%  non- 
inflationarv'  growth,  we  need  deregula- 
tion and  trade  liberalization." 

Many  Japanese  businessmen,  in- 
cluding those  who  depend  upon  ex- 
porting, will  likely  join  the  chorus 
calling  for  deregulation.  Unless  pro- 
tected and  regulated  industries  are 
liberalized,  employers  will  face  a  tight 


As  JAPAN'S  trade  surplus  surges  to 
record  levels  this  year,  economists  are 
beginning  to  ask  what  has  changed. 
The  unsettling  answer:  little. 

"The  whole  idea  of  the  1985  Plaza 
Accord  was  to  get  Japan's  economy 
oriented  to  domestic  demand 
growth,  but  now  we're  back  to  pre- 
Accord  days,"  maintains  Paul  Sum- 
merville,  senior  economist  at  Jardine 
Fleming  Securities  in  Tokyo.  "A  lot  of 
import  growth  in  the  late  1980s  was 
driven  by  conspicuous  consumption, 
based  on  asset  inflation." 

By  the  end  of  this  year,  Japan  will 
have  piled  up  $800  billion  of  trade 
surpluses  since  1980 — lots  of  ammu- 
nition there  for  Japan-bashers  around 
the  world.  But  Japanese  consumers 
are  doing  some  Japan-bashing  of  their 
own,  in  a  quiet  sort  of  way.  Recent 
government-sponsored  public  opin- 
ion polls  show  that  90%  of  Japanese 
think  Japan  is  rich  but  less  than  half 
feel  affluent  themselves.  A  new  slogan 
is  cropping  up  in  the  press:  "rich 
country,  poor  Japanese." 

Japan's  urban  workers  are  seeing 
almost  none  of  the  trade  surpluses  the 
country  is  accumulating.  Personal 
consumption's  share  of  gnp  has  been 
dropping  since  the  mid-1980s;  at 
56%,  it  is  now  nearly  ten  percentage 
points  lower  than  in  most  other  in- 
dustrialized countries  (in  the  U.S.  the 
ratio  is  69%).  To  pay  exorbitant  prices 
even  for  food,  housing  and  utilities, 
Japanese  workers  put  in  much  longer 
hours  for  lower  pay  than  their  coun- 
terparts in  other  industrialized  coun- 
tries. They  live  in  cramped,  shabby 
housing  and  make  brutal  comnuiics 
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to  work  on  grossly  overburdened 
roads  and  public  transportation.  Only 
44%  of  houses  arc  attached  to  public 
sewage  systems  and  just  68%  of  roads 
are  paved. 

But  a  hint  of  change  is  in  the  air. 
riie  current  economic  slowdown  is 
causing  economists  to  rethink  Japan's 
economic  growth  potential  in  the 
1990s.  A  couple  of  years  .\^o  most 


labor  supply  and  strong  pressure  fnim 
workers  for  higher  w  ages  and  shorter 
working  hmirs  this  decade. 

So  tight  land  cKvsed  to  immigra- 
tion) is  the  job  market  that  even  amid 
the  current  recessiiMi  the  ratio  of  job 
offers  per  applicant  is  1.2S-to-l.  The 
danger  of  an  intlationar>-  wage  spiral  is 
alwa\ s  present,  undermining  the  cen- 
tral bank's  abiiitv  to  further  reduce 
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interest  rates. 

Aren't  Japanese  workers  highly 
productive?  Some  are,  many  are  not. 

There  is  a  vast  gap  in  productivity 
between  unregulated  consumer 
goods  industries,  such  as  autos  and 
electronics,  and  nonconsumer  or  pro- 
tected goods  and  services  such  as 
agriculture,  distribution,  construc- 
tion and  transportation.  A  survey  by 
the  Japan  Productivity  Center,  for 
example,  found  that  U.S.  productivi- 
rv  in  agriculture  was  more  than  triple 
Japan's,  wholesaling  and  retailing 
double  Japan's,  and  transportation 
and  telecommunications  productivity 
55%  higher  than  in  Japan. 

Forget  those  intemperate  remarks 


by  Japanese  politicians  about  the  U.S. 
work  ethic.  One  Ministry'  of  Labor 
study  put  U.S.  productivity'  per  hour 
at  62%  above  Japan's  when  the  figures 
are  adjusted  for  purchasing  power 
parity  (that  is,  the  amount  of  goods 
and  services  that  money  will  buy). 

These  productivity'  gaps  explain  an 
apparent  anomaly:  While  there  is  an 
overall  labor  shonage,  there  are  also 


millions  of  underemployed  workers. 
Kenneth  Courtis,  senior  economist  at 
Deutsche  Bank  Capital  Markets 
(Asia),  estimates  that  if  productivity  in 
Japan's  nonfinancial  services  sector 
reached  Hong  Kong's  levels,  it  would 
free  2.2  million  workers. 

In  essence,  the  wealth  created  by 
high  productivity  export  industries 
has  been  spread  by  the  politicians 
among  inefficient  domestic  industries 
through  inflated  consumer  prices  and 
tax  policies.  Agriculture,  for  instance, 
employs  8%  of  the  work  force — versus 
2.9%  in  the  U.S. — and  is  lavished  with 
subsidies  that  dwarf  even  those  in 
Europe.  The  chairman  of  Daiei,  a 
leading  supermarket  chain,  recently 
compared  a  basket  of  food  bought  at 
one  of  his  stores  in  suburban  Tokyo 
with  an  identical  one  purchased  at 
similar  supermarkets  in  Lx)s  Angeles. 
Conclusion:  An  average  Japanese 
worker  must  toil  for  14  hours  to  buy 
the  basket;  an  American,  9.5  hours. 

Japan's  distribution  system  is  even 
more  wastefijl  than  agriculture.  It  em- 
ploys 12%  of  the  work  force,  twice  as 
much  as  in  the  U.S.  or  Germany. 

Small  retailers  are  protected  by  reg- 
ulation, and  the  Fair  Trade  Commis- 
sion has  barely  begun  to  attack  cartel- 
ized  distribution,  in  which  retail 
prices  are  set  by  manufacturers  rather 
than  by  the  market. 

The  grossly  inefficient  distribution 
and  pricing  system  explains  the  disap- 
pearance of  tens  of  billions  of  dollars 
into  the  system  during  the  yen's  surge 
in  the  late  1980s.  "Japanese  consum- 
ers never  felt  any  benefit  from  the 
appreciation  of  the  yen,"  says  Yukio 
Noguchi,  professor  of  economics  at 
Tokyo's  Hitotsubashi  University. 
"The  difference  between  internal  and 
external  prices  just  widened.  That's 
why  Japanese  oppose  the  appreciation 
of  the  yen." 

Probably  the  most  crying — and 
thorny — need  for  deregulation  in- 
volves Japan's  land  system.  Strict 
building  code  regulations,  tiny  prop- 
erty taxes  and  strong  tenant  rights 
combine  to  suppress  the  development 
of  real  estate  in  cities.  Economists  say 
more  efficient  use  of  land  would  pro- 
duce more  park  space  and  wider 
roads,  more  spacious  housing  and 
office  space.  It  would  also  stimulate 
demand  for  consumer  durables  and 
fijrniture. 


Hitotsubashi's  Noguchi,  a  land  ex- 
pen,  places  most  of  the  blame  for 
Tokyo's  low-rise  skyline — the  average 
building  in  downtown  is  two  sto- 
ries— on  low  landholding  taxes  and 
excessive  protection  of  tenant  rights. 
He  calculates  that  landowners  in  To- 
kyo currently  pay  an  effective  proper- 
ty tax  of  0.06%  of  market  value,  com- 
pared with  a  1%  average  in  the  U.S. 
He  hopes  local  governments  will 
boost  property  taxes  and  lower  in- 
come taxes,  shifting  resources  from 
farmers  and  landowners  to  salaried 
workers. 

Under  pressure  fi-om  the  U.S.  gov- 
ernment, Japan  has  promised  to  boost 
public  works  spending  this  decade, 
spending  430  trillion  yen  {S3. 3  tril- 
lion at  current  exchange  rates)  on 
developing  new  regional  business 
centers  and  on  trains,  highways,  air- 
ports and  bridges.  But  Japanese  econ- 
omists have  seen  such  programs  be- 
fore, and  think  much  is  wasted 
through  poor  planning  and  pork  bar- 
rel projects. 

"I'm  afi-aid  little  or  none  of  the  430 
trillion  yen  will  be  spent  in  urban 
areas,  as  a  result  of  the  political  games 
here,"  grouses  Takahiro  Miyao,  pro- 
fessor of  economics  at  Tsukuba  Uni- 
versity. "It  will  only  waste  a  lot  of 
money."  But  it  will  buy  lots  of  votes 
ft-om  the  politically  potent  farmers 
and  the  construction  industry. 

Prime  Minister  Miyazawa's  scan- 
dal-ridden ruling  Liberal  Dcmocraric 
Party  will  take  no  bold  action  before 
the  upper  house  elections  in  July.  The 
party  is  too  paralyzed  to  risk  disturb- 
ing farmers,  shopkeepers,  landowners 
and  all  the  other  vested  interests  on 
whose  toes  they'll  have  to  step  if  life 
really  is  going  to  get  better  for  the 
average  urban  Japanese.  But  if  the 
party  doesn't  act  soon  to  stimulate 
domestic-led  growth,  it  may  run  into 
a  new  kind  of  trouble. 

"In  the  past,  Japan  solved  all  of  its 
political  problems  by  fast  economic 
growth,"  warns  Morgan  Stanley 
economist  Kawai.  "That's  why  our 
political  life  is  so  primitive."  But  if 
grtnvth  is  to  average  more  than  2%  or 
3%  for  the  foreseeable  future,  the 
politicians  will  be  forced  to  deregu- 
late. Heads  they  lose,  tails  they  also 
lose.  But  average  Japanese  cin.  dwell- 
ers stand  a  very  gotxi  chance  of 
winning.  ■■ 
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If  a  chief  executive  makes  enough  mistakes,  he's 
usually  out  of  a  job.  So  how  come  William  Fickling 
is  still  the  boss  at  Charter  Medical? 

Time  for 
a  new  doctor 


By  Jason  Zweig  and  Riva  Atlas 

Charter  Medical  Corp.,  the  na- 
tion's largest  chain  of  psychiatric  hos- 
pitals (fiscal  1991  revenues,  $1.2  bil- 
lion), could  have  used  a  shrink  itself. 
Last  year  the  company  defaulted  on 
much  of  its  $1.8  billion  in  debt,  and  in 
the  last  two  years  it  was  sued  by 
bondholders  and  workers  and  was 
investigated  by  the  Securities  &  Ex- 
change Commission  and  the  U.S.  De- 
partments of  Labor  and  of  Health  & 
Human  Services. 

If  Charter  were  public,  its  chairman 
would  have  deserved  the  boot  from  a 
dutifiil  board  of  directors.  But  that 
isn't  always  the  way  things  happen 
when  companies  go  Chapter  1 1 . 

Charter's  chairman,  William  A. 
Fickling  Jr.,  the  man  on  whose  watch 
the  mischief  occurred,  so  far  sits  se- 
cure in  his  executive  suite.  In  a  frenzy 
of  negotiation  and  cost-cutting  in  the 
past  year.  Charter  has  settled  the  suits 
and  satisfied  most  of  the  regulators, 
while  cash  flow  has  rebounded.  Un- 
der its  proposed  prepackaged  reorga- 
nization plan,  which  just  went  out  for 
approval,  bondholders  will  get  be- 
tween $235  and  $985  in  new  bonds 
for  every  $1,000  in  old  junk;  the 
bondholders  also  get  93%  of  the  new 
common  equity.  But  since  many 
bondholders  are  speculators  who 
scooped  up  the  bonds  as  low  as  10 
cents  on  the  dollar,  they  are  elated.  By 
autumn  Charter  could  be  out  of  bank 
ruptcy,  with  $700  million  less  debt. 

And  with  Bill  Hickling  still  running 
the  show.  He  led  (-barter  in  a  $1.4 
billion  buyout  of  public  shareholders 
in  1988  but  was  unable  to  make  the 
buyout  work.  He  also  pocketed  $26 
million  in  cash  from  selling  his  shares 


Cti.irter  Medical  Chairman  William  Fickling 
Just  how  deep  are 
those  pockets? 


in  the  buyout  while  still  owning  a  big 
chunk  of  the  company. 

The  U.S.  Department  of  Labor  is 
still  investigating  whether  Charter 
gypped  its  employee  stock  ownership 
plan  in  the  ill-fated  leveraged  buyout. 

The  ESOP  bought  a  68%  stake  in 
Charter's  1988  leveraged  buyout  for 
$375  million,  or  $37.25  a  share.  Fick- 
ling and  his  family  owned  the  other 
32%,  but  in  early  1990  they  sold 
another  13%  to  the  ESOP  for  S80 
million,  or  $43.16  per  share. 

Exactly  one  month  after  the  second 
sale,  Fickling  announced  that  an  in- 
ternal accounting  probe  had  uncov- 
ered "inaccurate  reporting"  that 
would  cut  operating  income  by  S26 
million.  A  few  weeks  later,  U.S.  health 
investigators  began  probing  Charter 
for  Medicare  fraud,  charges  later  set- 
tled for  $1.9  million. 

For  the  ESO.-  the  bottom  line  is  this: 
Its  stake,  which  cost  $455  million, 
will  be  diluted  in  the  reorganization 
to  2.4%  of  the  equity,  worth  S7  mil- 
lion at  best. 

While  the  Department  of  Labor 
will  not  comment,  a  source  close  to 
the  agency  says  se\'eral  key  officials 
have  been  studying  the  Charter  trans- 
actions during  the  last  few  weeks. 
While  Charter  will  not  comment  ei- 
ther, it  is  possible  that  the  Depart- 
ment of  Labor  will  ultimately  drop 
the  investigation,  especially  since  it 
has  seldom  pursued,  and  rarely  won, 
such  ESOP- related  lawsuits. 

So  it  is  possible  that  Fickling,  who, 
after  the  reorganization,  could  own 
up  to  13%  of  the  stock  if  he  exercises 
all  his  options,  ct)uld  sur\i\c  this  cri- 
sis, too. 

Fickling,  59,  is  a  former  dexcloper 
who  founded  C'harter  in  1969  and 
built  it  into  a  $1  billion  company  by 
late  1988,  when  he  tcH>k  it  private. 
The  strapping  former  Auburn  L^ni- 
versirx'  basketball  star  drove  his  em- 
plcnecs  hard.  Recalls  one  fomicr 
Charter  executive;  "Bill  was  alwavs 
willing  lo  sacnfice  sht>rt  term  profits 
in  favor  of  long  term  investments." 

That's  a  commendable  attitude, 
but  it  can  be  carried  too  far.  Fickling 
carried  it  too  tar.  Instead  of  watching 
ci)sts  and  cranking  up  cash  flow  to  pay 
down  all  that  debt,  he  born^wed  $100 
million  more  for  new  expansit>n.  In 
the  fiscal  year  ended  SepiemlxT  1990, 
w  hile  the  countn  saviiicd  into  rcces- 
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sion,  Fickling  built  or  bought  15  hos- 
pitals for  some  $115  million.  At  the 
same  time,  competitors  were  expand- 
ing, even  as  insurers  were  sharply 
cutting  coverage  of  psychiatric  care. 

Charter's  psychiatric  occupancy 
rates  slumped  from  71%  in  1989  to 
56%  in  1991  and  the  average  length  of 
a  patient's  stay — a  key  to  profits — 
shriveled  from  26  to  20  days.  From 

1989  to  1991  the  firm  lost  more  than 
a  half-billion  dollars. 

Fickling  sometimes  treated  Charter 
like  a  big  piggybank.  In   1989  and 

1990  Charter  paid  $3  million  for  20% 
of  Beech  Street  of  California,  Inc.,  a 

I  billing  services  firm  owned  by  Fick- 
ling. There  are  other  appearances  of 
conflict  of  interest.  His  family  owns 
25%  of  Charter's  headquarters  and 
gets  more  than  $20,000  in  monthly 
rent  from  the  company  (terms  that 
Charter  says  are  "as  favorable  as  could 
be  obtained  from  an  unaffiliated  par- 
ty"). In  1990  Charter's  hospitality 
affiliate  paid  $100,000  to  get  a  man- 
agement contract  at  two  hotels  in 
which  Fickling  had  an  interest. 

Charter  projects  that  cash  flow  will 
cover  interest  by  a  safe  2.4  times  in 
1992,  up  from  less  than  1  time  last 
year.  But  its  estimate  of  1 2%  growth  in 
cash  flow  by  1995  assumes  that  psy- 
•  chiatric  patients  will  stay  1 7  days;  yet 
hospital  consultant  Barry  Moore  of 
Hamilton/KSA  in  Atlanta  thinks  12  to 
14  days  is  more  like  it.  That  could 
drastically  cut  cash  flow  growth. 

Why  did  the  creditors  allow  Fick- 
ling to  remain  in  his  post.''  Trying  to 
boot  him  out  might  have  dragged  out 
the  reorganization  for  years,  and 
many  of  the  speculators  who  held  a  lot 
of  the  bonds  wanted  a  quick  settle- 
ment so  they  could  take  their  profits. 
Bankruptcy  courts,  giving  the  debtor 
the  benefit  of  the  doubt,  frown  on 
eflbrts  to  replace  management  with  a 
trustee.  "Dislodging  management  is 
probably  the  hardest  single  thing  [for 
creditors]  to  do  in  Chapter  11,"  says 
Wilbur  Ross  of  Rothschild  Inc.,  advis- 
er to  Charter's  senior  noteholders. 

Rather  than  fight  the  court,  bond- 
holders are  settling  for  control  of  the 
board.  They  don't  yet  control  it,  but 
they  will  own  93%  of  the  equity'. 
When  that  happens,  can  Fickling 
hang  on?  The  odds  would  seem 
against  it,  but  the  man  is,  if  anything,  a 
consummate  survivor.  ^M 


Some  of  Amax's  shareholders  have  lost  patience  while 
waiting  for  a  payoff  on  Allen  Bom's  huge  capital  outlays. 
Maybe  they  gave  up  too  soon. 

"A  heU  of 
an  asset  base" 


By  James  R-  Norman 


These  are  frustrating  days  for  Allen 
Born.  As  chairman  and  chief  execu- 
tive of  Amax  Inc.  he  has  super\'ised 
the  spending  of  $3.5  billion  to  mod- 
ernize his  mining  conglomerate  to 
the  point  where  it  is  one  of  the  world's 
lowest-cost  aluminum  producers.  But 
the  rewards  have  proved  elusive. 

"The  plan  was  right.  We  now  have 
a  hell  of  an  asset  base,"  says  Born,  58, 
a  plainspoken  geologist  and  grandson 
of  a  Colorado  silver  and  gold  prospec- 
tor. "The  timing  was  just  oflf." 


Born  has  spent  close  to  $  1  billion  to 
build  a  state-of-the-art  aluminum 
smelter  near  Deschambault,  Que. 
Ahead  of  schedule  and  about  10% 
under  budget,  the  Lauralco  plant 
should  be  producing  215,000  metric 
tons  of  aluminum  ingot  a  year  when 
fijlly  operational  later  this  year.  But 
since  the  Lauralco  project  was  an- 
nounced in  mid- 1989,  aluminum 
prices  have  fallen  steadily  by  almost 
half,  to  50  cents  a  pound  by  the  end  of 
last  year.  They  have  since  moved  up  to 
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Amax  Chairman  and  Chief  Executive  Allen  Born 
WaKing  for  his  $3.5  billion 
makeover  to  pay  off. 
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about  60  cents  a  pound.  Even  with 
the  latest  technology,  Lauralco,  and 
thus  Alumax,  the  company's  alumi- 
num subsidiary,  won't  earn  a  decent 
return  until  the  market  recovers  to  65 
cents.a  pound. 

More  bad  .  timing:  Amax  spent 
$500  million  to  buy  General  Elec- 
tric's  Ladd  Petroleum  unit — with  its 
wealth  of  gas  reserves — just  as  energ)' 
prices  were  peaking  on  the  eve  of  the 
Gulf  war.  Born  paid  80  cents  per 
thousand  cubic  feet  for  those  reserves. 
Prices  have  since  slumped,  and  in- 
ground  reserves  now  go  for  about  50 
cents  a  thousand  cubic  feet. 

And  so  it  goes.  Born  bought  a 
massive  low-grade  gold  prospect  in 
Alaska  called  Fort  Knox.  On  paper,  it 
doubled,  to  6  million  ounces,  the 
recoverable  reserves  of  Amax  Gold 
Inc.,  Amax's  publicly  traded  gold  af- 
filiate. But  unless  Bom's  geologists 
can  fmd  more  and  richer  reserves 
there,  the  $115  million  purchase  was 


overpriced.  The  price  of  gold,  recent- 
ly around  $350  an  ounce,  has  been  on 
a  steady  slide  from  nearly  $500  an 
ounce  in  late  1987. 

It's  no  surprise  that  some  of  Amax's 
institutional  shareholders  are  losing 
patience.  Disappointed  by  two  recent 
consecutive  quarters  of  red  ink  and 
fearfi.ll  Amax  might  cut  its  80  cent 
dividend,  they  have  been  selling.  Un- 
der the  selling  the  stock  slid  from 
more  than  27  early  last  year  to  under 
16,  a  $1  billion  value  loss  while  the 
rest  of  the  market  rose.  Its  recent  price 
of  20  is  about  half  the  company's 
theoretical  breakup  value. 

Revenues,  which  Born  in  1988  pre- 
dicted would  hit  $5  billion  by  1995, 
have  actually  fallen  slightly  since  his 
forecast,  to  $3.8  billion — barely 
above  Amax's  sales  ten  years  ago. 
With  all  that  capital  spending  in  excess 
of  cash  flow,  Amax's  debt  ratio  is  back 
to  nearlv  50%  of  capital — after  drop- 
ping to  31%  from  71%. 


Aluminum 
extrusions 
at  Alumax 
Though  a  low- 
cost  producer, 
Amax  sells 
mainly  to 
the  hard-hit 
construction 
market. 


This  could  turn  out  to  be  one  of 
those  cases,  however,  when  the  share- 
holders lost  patience  too  quickly. 
When  Born  arrived  as  president, 
Amax  was  a  widely  diversified  mining 
company,  laden  with  debt  and  heavily 
dependent  on  the  profits  ft-om  its 
Climax  molybdenum  mine  in  Colora- 
do. When  moly  prices  cratered,  Amax 
almost  went  bust.  Born  set  to  work. 
He  sold  $1  billion  of  assets,  closing 
high-cost  mines  and  fixing  up  what 
was  left. 

He  decided  to  play  on  Amax's 
strong  suit  in  aluminum  and  scored  a 
coup  in  November  1986  by  buying 
back  from  the  lapanese  the  other  half 
of  Amax's  low-cost  Alumax  unit.  This 
time  his  timing  was  superb:  Two  years 
after  he  bought  the  lapanese  out, 
aluminum  prices  more  than  doubled 
to  their  1988  peak.  Now  aluminum  is 
61%  of  sales  and  (in  a  good  year)  more 
than  80%  of  profits. 

But  good  years  in  aluminum  have 
been  scarce.  Amax's  Kawneer  Co., 
Inc.  unit  is  the  market  leader  in  alumi- 
num for  windows  and  doors.  Unfor- 
tunately, Kawneer's  construction 
markets  have  been  in  the  pits,  too. 

Patience  ma>'  yet  be  rewarded  for 
Amax  shareholders.  There  is  now  a 
tremendous  operating  leverage  in 
Alumax.  Each  one  cent  rise  in  ingot 
prices  now  means  S12  million  in  pre- 
tax profits — 14  cents  a  share — to 
Amax.  With  an  expected  ebb  in  Rus- 
sian metal  sales  and  the  slated  closure 
of  moneylosing  European  smelters. 
Born  predicts  a  70  cents  per  pound 
average  price  next  year. 

So  even  though  .\max  this  year  may 
only  break  even  after  last  year's  dismal 
profit  of  34  cents  per  share,  the  aver- 
age analyst's  forecast  for  next  year's 
earnings  is  about  SI 20  million,  or 
$1 .34  per  share.  Most  bullish  is  Mer- 
rill Lynch  analyst  Daniel  Roling,  who 
sees  a  $4.50  profit  in  1993  and  S9  of 
cash  tlow — mt)re  than  double  this 
year's  S4. 

Best  of  all,  the  hca\y  lifting  is  done. 
Born  has  completed  the  bulk  of  his 
building  and  imesting.  and  capital 
outla\s  should  drop  from  alnH>si  SI 
billion  a  year  to  ab*Hit  S450  million, 
si>  Born  can  repay  debt.  The  payotl" 
may  still  be  in  the  fiiture,  but  w  hen  it 
docs  come — when  next  commcKiit\' 
prices  Ixxim — Amax  will  be  rolling  in 
profits.  IB 
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"Memorial  Day  weekend,  1991.  I  was  home, 

relaxing,  having  a  good  time.  Little  did  i  know  that 

back  at  the  office  trouble  was  brewing."  Last  year,  lightning  struck  the  air  condiiioning  at  Guinness 
America,  Inc.  headquarters.  And  even  though  nobody  was  around,  when    j^^^B^H^HBp    the  building  got  too 
Jiot  and  the  phone  lines  shut  down,  an  AT&T  Mega  Watch"  technician  spotted    ^^^^K^^^^/k    ^ he  proWem 
immediately  AT&T  Mega  Watch  is  an  exclusive  Al&T  MEGACOM*  WATS  service.    I^^H    BS^%C    ^^^  technicians 
monitor  your  phone  equipment  and  TI5  circuits,  spotting  trouble  before  you    1^^  W.^     ^    can,  and  coordinate 

repairs.  The  service     ^^^^V^^^HH    gives  you  one  contact  for  any  networic  and  equipment  problems  that 
may  impact  your     ^^  ^HP,=^^B    ^^  MEGACOM  WATS  service. 

Thanks   to     I^^^^^^^^HI    ^^^^  ^^^  Watch,  a  repair  technician  was  at  Guinness  headquarters  early 
Tuesday  morning,     ^HJ^^^^^^^H    and  they  were  back  in  business  by  10:30  A.M. 

AT&T  Mega  Watch  is  one  of  many  striking  ways  that 
AT&T  MEGACOM  WATS  can  give  an  edge  to  businesses  that  use 
at  least  13,000  per  month  in  outbound  long  distance. 

And  all  the  technology  service  and  innovation  are  in  addition 
to  the  deep  discounts  of  AT&Ts  biggest  WATS  savings  plan. 

What's  more,  if  you  sign  up  by  October  15,  1992,  we'll  waive  the  installation  and  startup  charges,  which  average  $2,100* 

So  call  your  AT&T  Account  Executive  today  The  more  your  business  depends  on  outbound  long  distance,  the  more  your 
business  needs  AT&T  MEGACOM  WATS. 


Sign  up  for  AT&T  MEGACOM  WATS 

by  October  15  and  well  waive  installation 

and  start-up  charges. 

If  you  sign  up  b\'  October  15, 1992,  you  can  save 
considerably  on  installation  and  start-up  charges,  which 
average  $2,100*  Call  \our  .\T&T  Account  Executive 
at  1 800  247-1212,  Dept.  SA9L 


'Installation  must  be  accepted  by  November  2,  1992  Customer  must  maintain  service  for  six  consecutive  months 
with  a  minimum  average  usage  of  $1,875 per  neu  Account  Number  Other  restrictions  may  apply 

©  1992  AT&T 


ATBiT 


AT&T     MEGACOM     WATS     OUTBOUND     LONG     DISTANCE     SERVICE 
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In  a  tough  year  for  fund  raising,  how  can  you  get 
contributions  when  you  already  have  a  $5  billion 
endowment?  Leave  it  to  those  smart  folks  at  Harvard. 

Customized 
accounting 


By  Roula  Khalaf 

Poor  Harvard.  In  February  it  an- 
nounced that  despite  the  hefty  flow  of 
income  from  its  nearly  $5  billion  en- 
dowment fund  it  would  be  running 
$42  million  in  the  red  this  year.  How 
embarrassing.  Kind  of  like  losing 
to  that  place  in  New  Haven. 

But  wait.  Maybe  things  weren't 
really  that  bad.  Or  so  says  Harvard's 
own  Robert  Anthony,  a  leading  ex- 
pert on  higher  education  accounting. 
He  declares  that  Harvard,  in  fact,  had 
a  $6  million  surplus.  Other  accoun- 
tants put  the  figure  even  higher,  at 
$11  million  to  $20  million. 

Why  all  this  confusion?  For  years, 
major  universities,  including  Har- 
vard, have  prepared  their  books  under 
the  arcane  rules  of  "fund  account- 
ing." These  rules  made  it  extremely 
difficult  to  figure  out  whether  the 
school  did  or  did  not  spend  more 
money  than  it  took  in.  For  more  than 
ten  years  the  Financial  Accounting 
Standards  Board,  the  country's  chief 
rule  setter,  has  been  pushing  for  non- 
profits to  present  their  financials  like 
for-profit  businesses. 

Last  year  Harvard  did  just  that.  For 
example,  it  consolidated  its  results  in 
an  operating  income  statement.  But  it 
did  so  while  the  fasb  was  still  working 
out  its  new  guidelines.  In  effect.  Har- 
vard made  up  its  own  rules — some  of 
which  are  neither  in  accordance  with 
existing  standards  nor  in  line  with  the 
fasb's  proposals. 

"I  didn't  want  to  wait  for  every- 
body else  to  figure  out  what  they 
should  or  shouldn't  do,"  affirms  E. 
Lyndon  Tcfft,  Harvard's  director  of 
financial  systems  and  the  architect  of 
the  new  statements. 

Perhaps  one  reason  Harvard  didn't 


Harvard's  multibillion-dollar  campus 
Depreciating  the  Harvard  way. 


want  to  wait  was  that  it  wanted  rules 
that  suited  its  own  purposes.  The 
most  glaring  departure  from  account- 
ing norms  is  Harvard's  aggressive  $76 
million  provision  for  replacement  of 
facilities,  which  Harvard  says  is  its 
depreciation  expense  for  the  year.  Fair 
enough,  but  Harvard  doesn't  figure 
depreciation  the  way  the  Generally 
Accepted  Accounting  Principles  rules 
say.  GAAP  says  depreciation  should  be 
based  on  what  a  building  or  piece  of 
equipment  cost  originally.  Now  Har- 
vard has  some  fine  old  ivy-covered 
buildings  that  cost  a  fraction  of  what  it 
would  cost  to  build  them  today,  if 
indeed  they  could  be  built  today.  So, 
the  university'  decided,  the  heck  with 
GAAP,  we'll  figure  depreciation  our 
own  way.  Using  GA.\r  rules,  Har\  ard's 
depreciation  last  year  would  have 
been  $29  million,  not  $76  million. 
But  Hanard  figured  it  would  cost 
$3.5  billion  to  replace  those  build- 
ings, so  it  took  a  much  higher  figure 


for  depreciation. 

Does  the  Harvard  depreciation 
method  give  a  fairer  financial  picture 
than  the  GAAP  method.^  Not  necessar- 
ily. Harvard  accounting  expert  An- 
thony says:  "I  doubt  they'll  have  to 
replace  the  facilities  with  money  from 
operations.  By  the  same  token  that 
they  got  the  old  buildings  contribut- 
ed [by  alumni],  they're  going  to  get 
the  new  ones  contributed." 

Well,  the  bottom  line  of  the  bot- 
tom line  is  this:  If  Harvard  had  depre- 
ciated its  buildings  the  way  companies 
are  required  to  do,  it  would  have 
ended  with  a  surplus  of  $6  million, 
not  a  deficit  of  $42  million.  Of  Har- 
vard's new  approach,  Herbert  Folpc, 
an  expert  on  higher  education  at 
KPMG  Peat  Manvick,  which  audits 
over  700  colleges  and  universities, 
says:  "It's  unorthodox." 

Whatever  else  it  is,  the  nev\-  Harvard 
accounting  may  come  in  handy  in 
persuading  alumni  to  be  more  gener- 
ous. A  lot  of  them  think  that  the 
university  is  already  rich.  Harvard  de- 
nies that  was  its  intention,  but  a  touch 
of  red  ink  could  certainly  help  loosen 
the  purse  strings  a  bit. 

There's  more.  Hanard's  endow- 
ment earned  $212  million  last  year  in 
interest  and  di\idends,  but  the  uni- 
versity recorded  only  $207  million  as 
revenue,  tucking  the  remaining  $5 
million  into  its  endowment. 

Then  there  is  an  estimated  $7  mil- 
lion to  $10  million  in  contributions 
Har\'ard  got  last  year  that  it  could 
have  counted  as  income  but  simply 
decided  to  add  to  the  endowment — 
kind  of  like  a  company  crediting  in- 
come direcdy  to  earned  surplus  in- 
stead of  flowing  it  through  the  in- 
come account.  Of  this  practice,  KPMG 
Peat  Mar\\ick\s  Folpc  says  that  these 
fijnds  should  be  added  to  revenue. 
"Othen\ise,"  he  says,  "a  university' 
has  the  abilit)-  to  mauvigc  its  own 
bottom  line." 

And  that  niay  be  precisely  what 
Har\ard  is  doing:  managing  its  bot- 
tom line  in  such  a  way  as  to  appear 
potirer  than  it  really  is.  The  university 
is  in  the  midst  of  a  plan  to  reportedly 
raise  $2.5  billion  on  top  of  what  is 
already  the  world's  largest  pri\  ate  en 
dow  luent.  Hai-v  ard  is  a  bit  like  the  rich 
man  who  wears  scufled  sht>es  and  a 
frayed  collar  when  he  \-isits  his 
doctor.  IB 
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ONE  THING  HASN'T  CHANGED 
IN  MORE  THAN  50  YEARS. 


It's  a  leadership  position  we've  earned  by: 

REDUaNG  COSTS  THROUGH  LOSS  PREVENTION 

Right  now.  Liberty's  research  center— the  only 
one  of  its  kind— is  conducting  important  research 
on  workplace  conditions.  Our  national  network  of 
750  local  loss  prevention  specialists  applies  that 
knowledge  on  site  to  help  customers  reduce  loss. 

CONTAINING  COSTS  THROUGH  CLAIMS  MANAGEMENT 

Liberty  has  always  been  the  leader  in  man- 
aged care.  Tbday  LibertyPREFERRED  CARE '-our 
national  PPO  network— provides  quality  cost- 
effective  care  for  injured  workers.  In  1991  alone, 
our  medical  cost  containment  programs  saved 
our  customers  $170  million.  And,  we've  taken  effec- 
tive and  innovative  approaches,  such  as  Special 


Investigative  Units,  to  control  the  cost  of  fraud. 

DEVELOPING  SOLUTIONS  FOR  A  TROUBLED  SYSTEM 

As  a  leader,  we  recognize  the  need  for  change. 
We've  developed  new  products,  such  as  our  large 
deductible  policy  and  Helmsman  Service  plan, 
as  alternatives  to  traditional  workers  compensa- 
tion insurance.  We  are  also  actively  working  both 
nationally  and  at  the  state  level  for  workers  com- 
pensation reform. 

PARTNERING  THROUGH  DIRECT  WRITING 

As  a  direct  writer,  we  are  able  to  work  closer 
with  our  customers.  This  relationship 
builds  a  partnership  to  central  costs. 

And  that's  what  makes        L I B E  RTV 
us  a  leader  MUTUAL/ 


FACING  THE  ISSUES  THAT  FACE  OUR  CUSTOMERS 


©  Liberty  Mutual  Insurance  Croup/Boston 
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AllNew,AllBuick 


Buick  LeSabre— a  car  whose  reputation 
for  quality  is  legendary— has  been  totally 
redesigned.  Here's  how  we  are  making 
it  even  better. 

Safer 

The  new  LeSabre  offers  a  standard  driver 


air  bag,  front-wheel-drive  traction  and 
available  anti-lock  brakes. 

More  Powerful 

With  tuned-port  injection  for  1992.  the 
3800  V6  engine  is  rated  at  170  horsepower. 
And  a  4-speed  automatic  transmission 
with  computerized  shift  control  provides 
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that  power  with  smooth  precision. 

DvnaRide  Smoothness 
LeSabre's  DvnaRide*  suspension  sei| 
the  road  and  responds,  to  create  a 
remarkably  smooth.  Iibrar>-quiet  rid«| 

Roomier 
LeSabre  offers  6-passenger  seating,  pi 
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generous  head-  and  legroom,  and  a 
17-cubic-foot  trunk  with  an  easy-access 
low-liftover  design. 

Fuel  Economy 
The  full-size  LeSabre  delivers 
fuel  economy  that  "RllIC^IC 

The  New  Symbol  For  Quality  In  America. 


some  mid-size  sedans  can't  even  match. 


EPA  ESTIMATED  MPG 


26}^ 


way 


To  learn  more  about  the  1992  LeSabre, 

please  call  1-800-531-1115.  Or  better 

yet,  see  your  Buick  dealer. 


v;^199I  GM  Corp.  All  rights  reserved 

LeS<bre  is  a  registered  trademark  ol  GM  Corp. 

Buckle  up.  America! 


J 


w 


.^9^gjyg«jB 


Using  computer  technology,  American  business  is 
steadily  shortening  the  time  between  the  manufacture  of 
goods  and  their  delivery  to  the  ultimate  consumer.  With 
productivity  already  greatly  enhanced,  distribution  may 
be  the  last  great  frontier  for  cost-cutting. 

Distributioii 
revolution 


By  Rita  Koselka 

IT'S  wnAi  ISN'T  THKRi-:  that's  most 
interesting  at  Helene  (yurtis'  vast  new 
distribution  center  in  ('hicago.  The 
$32  million  facility  has  no  paper  order 
tickets  or  shipping  tags,  no  logically 
ordered  stacks  of  shampoo  bottles  or 
deodorant  cans.  And  there  aren't 
many  people  around.  Cx)mputer-con- 
trolled  forklif'ts  place  packages  on 
conveyors  that  laser-read  the  bar 
codes  and  send  the  packages  to  their 
destinations. 

This  single  facility,  employing  just 
225,  can  handle  more  than  twice  as 
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many  goods  as  the  six  older  ware- 
houses it  replaces.  According  to  Gil- 
bert Smith,  president  of  the  $1  billion 
(revenues)  company's  consumer 
products  division,  Helene  Curtis'  dis- 
tribution costs  have  been  cut  by  40%. 

Welcome  to  the  newest  frontier  of 
corporate  cost-cutting:  the  modem 
automated  and  computerized  distri- 
bution warehouse. 

Smart  retailers  and  smart  manufac- 
turers are  giving  high  priorit\'  to  cut- 
ting the  costs  of  getting  goods  from 
manufacturer  to  store.  So  important 
does  he  regard  the  project  that  Walter 
Rossi,  the  chief  executive  of  Mer- 
vyn's,  with  a  task  force  of  seven  senior 
executives,  is  completely  redoing  the 
company's  logistics  and  distribution 
system.  "We  have  to  squeeze  money 
and  time  out  of  the  system,"  says 
Rossi,  whose  ''/47-store  chain  of  mod- 
erate-priced department  stores  is 
owned  by  Dayton  Hudson.  "You 
can't  even  hope  to  compete  without 
thinking  about  [efficient  distribu- 
tion]," Rossi  says. 

Mervyn's  has  built  four  distribu- 
tion centers,  spent  $80  million  on 
improving  the  distribution  systems 
and  cut  the  average  time  merchandise 
spends  moving  between  vendor  and 
store  from  14  days  to  less  than  9.  The 
results  have  been  spectacular:  Mer- 
vyn's sales  have  increased  by  50%,  but 


Helene  Curtis' 
Gilbert  Smith 
Riding  high 
above  his  new 
high-tech 
distribution 
center. 
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WE  OFFER  A  WORLD  OF  CHOICES  M 


ACROSS  THE  PACIFIC  TO  ASIA. 


WITH  US  FOR  ANOTHER  REASON. 
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Enjoy  inflight  service  even  other  airlines  talk  about  on  our  daily  nonstop  flights  from  San  Francisco 
to  Hong  Kong  and  from  Los  Angeles  to  Tokyo.  We  also  fly  four  times  weekly  from  Los  Angeles  to  Taipei. 
All  our  flights  continue  on  to  Singapore,  where  we  offer  convenient  connections  to  major  cities 
throughout  Southeast  Asia.  While  we  fly  across  the  Pacific  on  the  world's  youngest, 

A  great  way  to  fly 

most  modern  fleet,  we  still  believe  in  the  romance  of  travel.  SinGAPORE  AIRLinES 
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Ivery  four  years  both  political  parties  proclaim  that  they  have 
the  program  that  will  fuel  the  growth  of  our  economy.  A  program 
that  generally  proves  more  effective  in  soliciting  votes  than  in 
improving  economic  conditions. 

For  84  years  The  CIT  Group  has  had  a  program  that  has  helped 
to  stimulate  the  economy  every  day.  We  call  it  Asset-Based  Lending. 

Asset-Based  Lending  is  a  simple  financial  tool  that  allows  you  to 
access  the  equity  of  your  assets  for  the  capital  necessary  to  reinvest  in 
your  business.  Capital  that  can  help  your  business  grow,  produce  new  or 
better  products  and  services. 

All  of  which  has  a  rather  stimulating  effect  on  our  economy. 

As  America's  most  experienced  asset-based  lender,  we  have  a 
long  history  of  making  funds  available  to  the  companies  who  could 
profit  by  them  most.  Last  year,  we  made  loans  and  leases  of  over 
$3  billion.  This  year,  we  plan  to  top  $4  billion.  If  you're  looking  for 
stimulating  ideas,  give  us  a  call  at  1-800-545-5440. 


Americas 
Most  Experienced 
Asset- Based 
Lender. 
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inventoty    carrying    costs    have    re- 
mained the  same  as  five  years  ago. 

Today  distribution  is  a  high-tech 
business  and  capital  intensive  to  boot. 
So  much  so  that  some  smart  compa- 
nies are  turning  the  task  over  to  spe- 
cialists. Mountain  View,  Calif. -based 
Sun  Microsystems  has  outsourced  its 
distribution  center  to  Federal  Ex- 
press, giving  FedEx's  Business  Logis- 
tics Services  group  the  responsibilit}' 


ery  business  today  is  looking  for  ways 
to  cut  distribution  costs.  In  the  1970s 
and  1980s  increased  automation  and 
just-in-time  techniques  cut  manufac- 
turing costs  dramatically.  Financial 
engineering  in  the  1980s  and  early 
1990s,  first  replacing  equit\'\vith  debt 
to  increase  returns  on  equit\%  and  now 
the  reversal  of  the  process,  has  helped 
U.S.  business  to  cut  its  capital  costs. 
The  current  revolution  in  distribu- 


Walter  Rossi,  chief  executive  of  Mervyn's 

He  spent  $80  million  improving  distribution. 


for  moving  Sun  machines  fi-om  fac- 
tory floor  to  customer.  "Ever)'  time 
we  invest  in  a  material  handling  re- 
source, we  don't  have  that  money 
available  to  invest  in  an  engineer," 
says  Sun's  Mark  Jackson.  Jackson  ex- 
plains that  Sun  wanted  distribution  to 
be  a  variable  cost  rather  than  a  fixed 
cost  in  its  manufacturing  process. 
"We  can't  be  flexible  enough  with  all 
that  money  tied  up  in  bricks  and 
mortar,"  he  explains. 

But,  whether  by  using  an  outside 
distributor  or  by  building  its  own 
state-of-the-art  system,  just  about  ev- 


tion  may  turn  out  to  be  the  most 
consequential  of  all.  First,  distribu- 
tion often  constitutes  the  single  larg- 
est controllable  element  of  cost. 

More  important  even  than  costs, 
the  distribution  revolution  addresses 
"cycle  time."  Companies  are  finding 
that  the  speed  with  which  they  re- 
spond to  changes  in  the  market — the 
cycle  time — is  the  most  critical  ele- 
ment in  being  more  competitive. 

U.S.  firms  have  a  natural  advantage 
in  distribution,  largely  because  they 
have  had  to  deal  with  the  large  gco 
graphic  distances  in  this  countn  .  "If 


we  can  get  to  do  this  extraordinarily 
well,  it  could  be  a  big  competitive 
advantage  for  U.S.  business  in  the 
global  economy,"  says  Frank  Ccs- 
pedes,  associate  professor  at  the  Har- 
vard Business  School. 

The  Japanese  distribution  s\stem 
has  evolved  ven,'  differentiy.  Japan's 
population  is  tightiy  packed  and  land 
costs  are  out  of  sight,  making  the  costs 
of  warehouses  and  distribution  cen- 
ters prohibitively  expensive.  So  Japa- 
nese companies  insist  on  ft-equent, 
small  deliveries  to  avoid  the  need  for 
storage  space  and  to  avert  the  danger 
of  disrupting  their  just-in-time  manu- 
facturing processes.  Prcxiucts  often 
go  through  many  layers  before  reach- 
ing the  consumer. 

Japanese  companies  have  had  some 
difficult)'  adapting  here.  Years  ago,  for 
example,  Ricoh  decided  to  do  its  own 
distribution  of  its  copiers,  which  was 
formerly  done  by  a  U.S.  company. 
But  it  could  not  manage  the  distribu- 
tion properly,  and  Ricoh,  which  had 
been  an  innovator  in  the  field,  has 
become  a  smaller  player  here. 

To  cash  in  on  the  rising  interest  in 
distribution,  academics  and  pseudo- 
experts  have  started  to  pour  out  books 
on  the  topic.  New  buzzwords  are 
cropping  up,  such  as  "prolistics,"  a 
combination  of  procurement  and  lo- 
gistics, and  abbre\iations  like  "QR," 
for  quick- response  programs.  Chica- 
go-based Andersen  Consulting  docs 
75%  of  its  business  ad\ising  clients  on 
their  distribution  systems,  almost 
double  the  level  of  a  few  years  ago. 

No  surprise  here.  As  manufacturing 
and  financial  efficieno.'  have  im- 
proved, distribution  has  grown  in  im- 
portance as  a  tactor  in  overall  costs. 
For  many  products,  distribution 
costs,  including  selling  costs,  can  be  as 
much  as  30%  to  40%  of  a  produa's 
cost.  Chief  executives  can't  afford  to 
ignore  that.  "My  prcdecesstir  certain- 
ly didn't  spend  as  much  time  talking 
with  the  chief  executive  as  I  do," 
agrees  Mcnyn's  distribution  head, 
Dennis  Green. 

IB.\1  went  through  several  reorgani 
zations  in  the  1980s  as  it  tried  to 
control  its  distribution  costs.  During 
that  pcricxi,  ib.m's  fixus  changed  irrom 
computer  rentals  to  sales,  computer 
margins  were  coming  do\\Ti,  and 
huge  investments  were  made  in  auto- 
mation. Ka«er  to  trim  cost^  and  cn- 
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hance  profits,  the  product  division 
managers  increasingly  moved  low- 
margin  products  out  of  IBM's  expen- 
sive in-house  network  and  into  cheap- 
er distribution  channels  such  as  com- 
puter resellers  or  distributors.  In 
1981  IBM  used  virtually  no  indirect 
marketing  channels;  currently  about  a 
quarter  of  the  company's  sales  are 
through  intermediaries. 

In  distribution,  the  quality  counts 
as  well  as  the  cost.  Chronically  slow, 
expensive  or  error- prone  deliveries 
create  ill  will  with  customers.  "Ten 
years  ago  salesmen  would  have  to 
spend  the  first  five  minutes  of  their 
presentation  time  apologizing  for 
what  happened  with  the  last  ship- 
ment," says  Helene  Curtis'  Smith. 
"Just  giving  them  five  more  minutes 
to  sell  is  a  big  competitive  weapon." 
So  is  not  having  to  apologize  for 
shoddy  pertbrniance  on  deliver^'. 

For  a  model  of  what  a  distribution 
system  should  be,  look  to  Wal-Mart 
Stores,  Inc.  Sam  Walton  always 
viewed  distribution  efficiency  as  cen- 
tral to  his  stores'  success,  and  he 
understood  that  technology  was  the 
key  to  achicNing  that  success. 

Wal  Mart  was  among  the  first  to 
invest  heavily  in  computerized  scan 


ning  equipment  for  cash  registers. 
With  the  reams  of  information  about 
what  customers  wanted,  Wal-Mart 
could  tell  manufacturers  what  to  pro- 
duce and  where  and  when  to  deliver 
it.  To  save  time  Wal-Mart  and  other 
leading  retailers  now  frequently  re- 
quire manufacturers  to  ship  goods 
already  tagged  and  hung,  ready  for 
the  selling  floor,  eliminating  some  of 
the  need  for  warehouse  space  and 
processing  costs.  Wal-Mart  stores 
have  only  about  10%  of  their  square 
footage  for  inventory'  compared  with 
the  average  store,  which  has  25%  of  its 
space  not  used  for  selling. 

For  example,  when  Wal-Mart's 
Hentonville,  Ark.  store  sells  a  pair  of 
women's  size  10  Gitano  jeans,  the 
most  popular  size,  Gitano  replaces 
them  automatically.  With  this  kind  of 
electronic  ordering,  in  which  pur 
chase  orders  go  directly  from  store 
floor  computers  to  the  computers  of 
suppliers,  and  sometimes  straight  tt> 
their  lactones,  Wal  Mart  has  further 
shortened  the  time  and  costs  of  mov 
ing  goods  from  maker  to  consumer. 

The  ultimate  m  simplifying  distri- 
bution can  be  seen  in  warehouse 
stores,  one  t>f  the  fastest  grow  ing  seg- 
ments of  retailing  today.  \i  stores  like 


Wal-Mart's  Sam's  Clubs  and  Kmart's 
Pace  Membership  Warehouses, 
goods  aren't  even  unpacked.  They  arc 
simply  put  out  on  the  floor  in  pallet 
loads  stacked  to  the  ceiling.  The  cost 
savings  are  passed  on  to  customers. 

To  compete  with  such  prices,  con- 
ventional stores  must  fiirther  reduce 
their  distribution  costs.  "Improve- 
ment in  distribution  is  the  last  best 
profit  frontier  for  retailers,"  says  Bob 
Hutchinson  of  the  Garr  Consulting 
Group.  With  new  information  sn's- 
tems  and  distribution  programs  that 
Kmart  has  de\eloped,  David  Carl.son, 
senior  vice  president,  says  the  compa- 
ny has  been  able  to  reduce  the  inven- 
tor} carried  in  its  distribution  centers 
by  20%,  while  increasing  sales  by  1 5%. 
For  a  company  with  Sit  billit>n  in 
Kmart  store  sales,  that  is  an  enormous 
sa\ings  in  inventorN-carning  costs 
and  a  bit;  reason  for  Kmart's  dramati- 
cally  improved  performance  last  year. 

As  with  any  irresistible  trend,  this 
one  will  prixlucc  losers  as  well  as 
wii^ners.  I'echno  illiterates  l>cware. 
Kman's  Carlson,  who  has  a  Ph.D.  in 
engineering  from  the  l'nivcrsit>  of 
Michigan,  man  els  that  at  least  20% 
of  Kmart's  \endors  h,\vc  Ix-cn  unwill 
ini;    or    unable    to    joii^    its    "Part 
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If  you  had  invested  $10,000  in 
Twentieth  Century's  Growth 
Investors  fund  in  1972,  your 
investment  today  would  be 
worth  $317,418!  For  more 
complete  information  about 
Twentieth  Century,  including 
charges  and  expenses,  call  for 
a  free  prospectus.  Please  read 
the  prospectus  carefully 
before  investing. 


$10,000  investment  on  March  31.  1972 

1-800-345-2021 

Data  quoted  represents  past  performance  and  assumes 
reinvestment  of  all  distributions.  Investment  return  and  prin- 
cipal value  will  fluctuate,  and  redemption  value  may  be  more 
or  less  than  original  cost. 


''mm}' 


MUTUAL     FUNDS 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


FBS 


No -Load  Family  of  Funds 


c  1992  Twf  nlielh  Century  Services.  Inc. 


^JiilJII^iL'itlillUiL'liJIiliUiliMl 


Top  Performance  From 
High-Yielding  Stocks 


Fidelity  Equity-Income  II  Fund  was 

ranked  among  the  top  equity  income  funds  in 
1991'  This  no-load  Fund  purchases  stocks  that 
offer  growth  potential  with  an  income  cushion  of 
dividends.  Remember  that  greater  returns  can  also 
mean  greater  risk  and  investors  should  realize 
that  Equity-Income  Us  share  price  and  return 
will  fluctuate. 

Start  with  $2,500,  just  $500  for  IRAs 
and  Keoghs.  (lall  Today. 

1-800-544-8888 


.\verage  Annual 
Total  Returns'''  as 
of  Dec.  31, 1991 


46.60 
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I  Year 
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36.72 

Lite  of  Fund 
S/2 1/90- 12/51/91 


Fidelity  ^f  Invesimenis 

h  ^     ^  CODE:  FORB/EII/052592 

'According  lo  LippiT  Analytical  .Services,  Kiiuilv-lncontc  II  ranked  #  I  oul  of  "I  ciiiiii\  inionic  tiinds  lor  ihc 
one  year  period  ended  I J  M  A)i.  'Tolal  returns  an-  hisioneal  and  ineluile  change  in  NJiare  prur  and  rx-nm-stnu'nt  i)l 
dividends  and  capital  gains  .Share  price,  vield.  and  return  w  ill  tlncliiaie  and  von  ni.i\  ha\e  a  gain  or  loss  when  \ou  sell 
your  shares.  I'asi  performance  is  no  guarantee  of  future  results  lor  .1  fnr  lad  kit  containing  .1  curn-nl  Fund  pn>,s|HV- 
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Distribution 

ners  in  Merchandise  Flow"  program, 
wiiicli  would  hooic  them  into  Kmart's 
computer  system  for  more  frequent, 
store-ready  orders.  Yet  all  they  would 
need,  he  says,  is  a  personal  computer 
and  a  willingness  to  adapt.  "The  land- 
scape is  littered  with  those  that  can't 
keep  up,"  he  sighs. 

Stores  that  are  too  small  or  too 
backward  to  have  the  computerized 
information  systems  will  have  trouble 
competing.  They  will  have  to  contin- 
ue buying  from  wholesalers  while  the 
likes  of  Wal-Mart  and,  less  so,  Kmart, 
increasingly  cut  out  old-fashioned 
distribution  channels  like  manufac- 
turers' representatives. 

Wal-Mart  President  David  Glass 
caused  an  uproar  late  last  year  with  a 
letter  sent  out  to  manufacturers  stat- 
ing: "We  have  decided  that  our  deal- 
ings should  be  direcdy  with  the  prin- 
cipals of  your  company."  Wal-Mart, 
in  other  words,  planned  to  cut  out  the 
middlemen  altogether. 

The  middlemen  are  howling  and 
will  be  hurt,  because  the  consumer 
demands  lower  prices  and  the  stores 
that  don't  obHge  will  fall  out.  Helene 
Curtis'  Suave  shampoo  has  cut  its 
price  to  the  consumer  by  1 0%  over  the 
last  two  years,  with  as  much  as  half  of 
that  made  up  by  sa\ings  in  distribu- 
tion and  inventor}'  costs. 

For  companies  unable  or  unwilling 
to  modernize  their  distribution  sys- 
tems, there  arc  plent\'  of  companies 
willing  to  do  the  job  for  them.  A  fast- 
growing  one  is  Federal  Express'  Busi- 
ness Logistics  Senices,  which  had  rev- 
enues last  year  of  around  S450  mil- 
lion, up  from  virtually  nothing  in 
1989.  Other  distributors  have  gone 
through  a  massive  consolidation  in 
order  to  gain  more  economies  of 
scale,  justit\-  large  technology-  expen- 
ditures and  otier  more  senices.  Elec- 
tronic distributors,  for  instance,  have 
seen  large-scale  consolidation.  A  de- 
cade ago  the  five  largest  firms  ac- 
ccHinted  for  39%  of  the  industr>''s 
sales.  Today  they  account  for  Sl%. 

Any  way  you  slice  it,  distribution 
technt>logN'  is  going  to  be  a  growth 
business  for  a  long  time  to  come.  In 
the  L'.S.  the  distribution  revolution  is 
still  in  its  youth.  In  Europe,  which  is 
tr\ing  to  consolidate  into  a  single 
market,  it  is  further  Ix'hind.  And  in 
the  vast  territories  i>f  the  former  Sovi- 
et Union  it  hasn't  even  begun.       Hi 

Forbes  BMav  25, 1992 


aKi  Missing  From 

liiis  Picture? 


You'll  miss  the  high 

cost  of  building 
a  strong  workforce. 

The  Alabama 

Industrial  Development 

Training  program 

offers  customized 

recruitment  and 
training  at  no  cost  to 

yourcompany. 


Doing  business  will  be  a 

bt  less  taxing  Businesses  here 

pay  no  property  taxes  on 

inventories,  finished 

goods,  raw  materials,  or 

goods  in  progress. 


Your  operating  costs 
just  won 't  look  the  same. 
Alabama's  wealth 
of  natural  resources- 
including  over  1,300  miles 
of  navigable  waterways- 
translate  into  an 
abundance  oflouKost, 
reliable  energy. 


Forget  those 
long  commutes. 

In  Alabama 
you'll  still  find 

affordable 

homes,  attractive 

neighborhoods 

and  good  schools 

just  minutes 

from  work. 


You'll  have  less  hassle  with 

nuisance  lawsuits  Alabama's 

tort  reform  package  has  been 

recognized  as  one  of 

the  strongest  in  the  nation. 


It's  easy  to  see  what  makes  Alabama  a  great  place  to  live.  But  look  beyond  our 
mountains,  lakes,  and  beaches,  and  you'll  also  find  a  wealth  of  resources  that  help 
make  Alabama  a  more  profitable  (and  more  pleasant)  place  to  do  business.  So  let 
us  fill  you  in.  Call  1-800-248-0033.  Or  write  to  the  Alabama  Development  Office, 
State  Capitol,  Montgomery,  AL  36130.  FAX  (205)  242-0486. 


The  Great  Surprise. 


STARTING  YOUR  OWN  BUSINESS 


Kathleen  King's  hidden  asset:  parents  who  encouraged 
her  from  a  young  age  to  be  independent. 

Out  of  the 
nest— now 


By  Gail  Buchalter 

As  A  TEENAGER,  Kathleen  King  got 
into  a  fight  with  her  father.  As  the 
dispute  climaxed  she  taunted  him:  "If 
I  was  living  on  the  streets  I  could 
survive."  Her  father  suddenly  smiled 
and  replied:  "Good,  that's  the  way  I 
raised  you." 

Since  then  King,  now  33,  has  chan- 
neled her  spunk  and  independence 
into  creating  a  thriving  baking  busi- 
ness. Last  year  her  company,  Kath- 
leen's Bake  Shop,  Inc.,  grossed  $1.5 
million  from  retailing  cookies,  pies 
and  other  baked  goods  from  her  store 
in  the  Long  Island  beach  town  of 
Southampton  and  wholesaling  them 
to  fashionable  Manhattan  stores  like 
Balducci's  and  Canard  &  Co. 

King  grew  up  on  a  small  dairy, 
poultry  and  vegetable  farm  on  the 
outskirts  of  Southampton.  When  she 
was  1 1  she  began  baking  cookies  and 
sold  them  during  the  summer  from 
the  family's  farm  stand.  She  went  on 
to  win  Suffolk  County's  high  school 
Home  Economics  Award  and  a  schol- 
arship which  she  used  at  State  Univer- 
sity of  New  York  at  Cobleskill,  where 
she  earned  a  two-year  degree  in  res- 
taurant management. 

Upon  graduation  she  returned  to 
her  parents'  home  and  again  sold  her 
baked  goods  on  the  farm  stand.  That 
summer,  in  1979,  she  banked  be- 
tween $6,000  and  $7,000.  And  then 
her  parents  gave  her  some  startling 
news.  They  wanted  her  out  of  the 
nest.  Now. 

King's  mother  had  heard  of  a  bak- 
ery in  Southampton  that  had  gone 
bust  and  left  all  its  equipment  behind. 
The  landlord  was  happy  to  give  young 
King  the  premises  for  $350  a  month. 

King  spent  the  winter  and  spring 
perfecting  her  recipes  and  readying 


Kathleen's  Bake  Shop's  Kathleen  King 
"I  had  no  fear  about  doing  anything." 


them  for  mass  production.  She  hired 
her  sister-in-law  to  bake  pies.  King's 
pricing  formula  was  elegant:  cost  plus 
one-third. 

She  opened  her  doors  when  the 
summer  crowd  descended  upon 
Southampton,  and  her  all -natural 
(and  high-cholesterol)  cookies,  pics, 
cakes  and  other  baked  goods  were 
immediate  hits.  "I  had  three  things 
going  for  me,"  she  says.  "I  had  no 
comp'.'tition,  1  already  had  a  following 
from  the  farm  stand,  and  being  a 
young  woman  in  business  gave  mc  a 
lot  of  free  publicity." 

After  three  years  King  had  tnit 
grow  n  her  original  shop.  She  found  a 
nearby  building  ior  sale  for  $350,000. 
The  ow  ncr  would  hold  the  iiiorti;auc 
if  King  could  put  down  S50,000.  She 
had  onlv  $40,000  saved,  but  her  ta 


ther  and  uncle  lent  her  the  balance. 

To  modernize  her  new^  space.  King 
asked  the  bank  where  she'd  been  do- 
ing business  faithfully  for  the  past  few 
years  for  a  530,000  loan.  The  bank 
balked.  Infuriated,  King  stormed 
down  the  road  to  the  Bridgehampton 
National  Bank  and  poured  out  her 
troubles  to  its  chief  executive,  Thom- 
as Tobin,  who  had  known  her  since 
she  was  a  child.  Tobin  not  only  lent 
King  the  530,000  she  needed  but  also 
became  a  kind  of  unpaid  financial 
adviser.  "I  had  no  problem  gi\ing  her 
credit,"  says  Tobin.  "She's  a  spunky 
person,  and  the  King  name  is  known 
around  here  for  hard  work  and  down- 
to-earth  people." 

King  recalls  that  her  new  debt  bur- 
den terrified  her  so  much  she  began  to 
sleep  and  eat  too  much.  She  gained  50 
pounds  (subsequendy  dropped).  But 
she  kept  working,  and  opened  her 
new  baker)'  and  store  in  1983  and 
quickly  worked  up  to  30  employees. 

In  1987  King  decided  to  follow  her 
summer  customers  back  to  where 
many  of  them  lived  the  rest  of  the 
year:  Manhattan.  She  borrowed 
550,000  and  opened  a  store  on  East 
84th  Street.  Her  customers  liked  the 
cookies,  but  the  crooks  liked  her  cash: 
Her  employees  were  held  up  at  gun- 
point rvvice;  another  time  thieves  cut  a 
hole  in  the  store  wall  to  enter.  In  1989 
King  decided  not  to  renew  her  lease 
on  the  New  York  store  and  concen- 
trate instead  on  w  holesaling  her  wares 
to  other  retailers. 

Today  around  75%  of  King's  S1.5- 
million-a-ycar  revenues  comes  ft-om 
wholesaling  her  goods  to  around  100 
gourmet  shops  on  Long  Island  and  in 
New  York  Cit\'.  And  she's  srill  spread- 
ing her  w  ings.  In  late  April  she  closed 
a  deal  with  Greensboro,  N.C. -based 
Fresh  Market,  a  17  store  groccr>' 
chain  that  will  test  her  chivolatc-chip 
cookies.  King  says  she'll  have  to  bor- 
row another  5100,000  to  expand. 

If  the  amounts  of  her  loans  arc 
substantially  higher  than  when  King 
was  starting  her  business,  the  propri- 
etress herself  is  much  the  same.  "I 
opened  my  store  when  I  was  21  and 
knew  nothing  except  how  to  make 
ct>okies,  so  I  had  no  fear  al>out  doing 
anything,"  she  .says. 

"When  I  Kirrowed  money,  I  just 
thought,  'Well,  I'll  just  have  to  sell 
more  ccx>kics.'  "  Hi 
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IT   IS   ARGUABLY 


THE   MOST   PRODUCTIVE 


es.1 

her 


BUSINESS  JET 


IN  THE   SKY 


NO   ARGUA 


"No  need  to  expand  on  comfort. 
It  has  the  best  cabin  of  any 
business  jet." 

-  Chief  Pilot 

"The  spacious,  quiet  environment 
in  the  aircraft  along  with  its 
smooth  handhng  characteristics 
permit  both  passengers  and  crew 
to  emerge  from  flights  of  six 
hours  or  more  with  httle  or  no 
travel-induced  fatigue." 

—  Business  SLCommercial  Aviation, 
Januarv  1992 

"The  Challenger  is  an  excellent 
aircraft  for  a  corporate  operation. 
Its  capability  for  short  trips  as 
well  as  long  trips  makes  it  a  good 
all-round  aircraft.  The  maintenance 
is  good,  good  access  to  most  areas. 
Dependability  has  been  good." 

—  Maintenance  Director 

"It's  a  perfect  airplane  for  going 
to  Europe . . .  and  an  extremely 
comfortable  eight-hour  airplane. 
We  had  flown  the  airplane  for 
eight  hours  and  landed  with  as 
much  as  2300  pounds  of  fuel." 

—  Aviation  Manager 

"The  back  of  the  plane  is  almost 
as  much  fun  to  experience  as  the 
front.  It's  roomy  and  quiet,  with 
verv  little  engine  or  wind  noise, 
and  there's  plenty  of  space  for 
on-board  storage.  The  aft  lavatory 
is  large  enough  to  function  as 
a  changing  room." 

—  Business  &^ConimerciaI  Aviation, 
March  1990 


CH A LLE 


HERE. 


;er  60  1-3 a 


"Still  the  best  overall  value  for 
the  investment.  That  includes  cost, 
size,  mission  profile,  reliability." 

—  Aviation  Manager 

"An  extremelv  easy  airplane  to 
understand  and  operate.  Ever\- 
thin^  is  done  automatically  for 
YOU.  If  there  is  a  failure,  it  has 
redundancv  that  just  won't  quit." 

—  Aviation  Manager 

"We  have  not  experienced  any 
major  difficulties  or  missed  fUghts 
in  4.5  vears.'' 

—  Maintenance  Direaor 

"We  currentlv  have  a  little  over 
800  hours  on  the  airframe  and 
engines,  and  have  missed  no  trips 
because  of  aircraft  related  prob- 
lems. The  qualitv-  of  construction 
and  design  is  ver)  impressive;  this 
combined  with  the  exceptional 
handling  makes  this  aircraft  a  real 
pleasure  to  flv  and  manage." 

-Chief  Pilot 

"Service  and  support  is  the  best 
in  the  industry  past  or  present. 
The  aircraft  does  everything  it  is 
supposed  to  do.  Pilots  love  it, 
passengers  love  it,  mechanics 

love  it." 

—  Maintenance  Direaor 

"The  optimum  executive  passenger 
transport  vehicle..." 

—  Business  Si^Commercial  Aviation^ 
January  1992 
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REACH 

YOU  R    OWN 

CONCLUSION 


When  vou  ^et  ri^ht  down 
to  it,  there's  onlv  one  opinion  that 
matters:  Yours.  Frank.lv,  we'd  love 
to  hear  it.  That's  because  listenina 
attentivelv  and  responding 
honestlv  to  what  our  customers 
and  critics  have  to  sav  is  wKat  has 
made  Challenger  svnonvmous 
with  versatilitv,  reliahilitv,  ellicicncv 
and  productivitv  the  world  over. 


For  a  copv  of  our  new  Challenaer 
60 1-3 A  brochure,  please  write  to: 
Canadair  Challenaer  Inc.,  8  GritHn 
Road  North,  Windsor  CTObO%.  To 
arranae  tor  a  demonstration  in  North 
America,  please  call:  203-688-7767. 
In  Hurope:  (44)252-844883. 
Hlsewhere:  514-744-1511. 


A  CItOUP  or  BOMftAUMU  ■^< 


CHALLENGER.   WMDEBODY    LEADERSHIP. 
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/ant  a  company  with  a  fat  dividend  and  improving 
ieamings?  The  answer  may  be  as  close  as  your  phone. 

Telephones 


[By  Gilbert  Steedley 

Last  year,  when  the  Dow  climbed 
20%,  telephone  utilin,'  stocks  fell 
4.5%.  The  regional  telephone  compa- 
nies are  off  another  4%  this  year. 
Buying  opportunity? 

Here's  the  case  for  the  group, 
which  is  dominated  by  the  seven  Bell 
companies  spun  off  from  AT&T  in  early 
1984.  Over  the  years  the  Baby  Bells 
have  upgraded  old  equipment,  re- 
duced bloated  payrolls  and  learned 
how  to  deal  with  outside  competi- 
tion. Earnings  per  share,  off  an  aver- 
age 2.8%  for  1991,  nonetheless  show 
a  good  long-term  trend,  with  average 
annual  total  returns  of  19%  since  the 
Bell  breakup.  The  group  trades  at  an 
average  multiple  of  18  times  earnings 
and  yields  an  average  5.5%. 

It  could  be  that  last  year's  weak 


performance  for  the  Baby  Bells  \s'as  an 
overreaction  to  a  stumble  in  earnings. 
"When  their  revenue  and  profit 
growth  slowed,  the  tendency'  was  to 
focus  on  the  negatives,"  says  Ronald 
L.  Altman,  managing  director  at  bro- 
ker Furman  Selz. 

But,  argues  Altman,  earnings 
growiJi  is  destined  to  resume.  He 
points  to^the  impact  of  recent  cost 
reduction,  and  expanding  revenues 
ft-om  value-added  features.  Ser\ices 
such  as  call  waiting,  caller  id,  speed 
calling,  paging  and  answering  ser\'ices 
can  each  haul  in  S4  or  so  per  month  in 
surcharges  on  monthly  residential 
rates,  at  ver\'  little  incremental  cost  to 
the  phone  company.  Director)'  and 
information  services  are  another 
growing  profit  center. 


James  Krekeler,  an  analyst  at  Ed- 
ward D.  Jones  of  St.  Louis,  thinks  that 
telephone  stocks  are  currently  in 
good  shape  to  capitalize  on  foreign 
markets.  Krekeler  cites  some  exam- 
ples: Southwestern  Bell  has  a  10% 
equit\'  in  Telefonos  de  Mexico,  and 
Bell  Adantic  and  Ameritech  have  a 
joint  venture  in  Telecom  Corp.  of 
New  Zealand.  LS  West  has  a  joint 
venture  with  the  Hungarian  govern- 
ment to  ow  n  and  operate  a  national 
cellular  system. 

The  regionals  are  also  paying  more 
attention  to  the  rapidly  growing  cel- 
lular market.  Of  the  seven  regional 
companies.  Southwestern  Bell  makes 
the  most  on  its  cellular  operations. 
Bell  Adantic  is  in  the  midst  of  bu\ing 
Metro  Mobile,  which  will  add  11.5 
million  potential  cellular  customers  to 
Bell's  existing  22  million  potential 
customer  base  and  will  make  Bell 
Adantic  one  of  the  biggest  cellular 
operators. 

The  table  lists  the  seven  Baby  Bells 
and  some  other  phone  utilities.  New- 
York- based  Nvnex  ties  for  the  highest 
yield,  5.9%,  widi  Bell  Adantic.  The 
latter  trades  at  only  1 3  times  latest  12- 
month  earnings  (versus  28  for  the 
Barra  All- US  index).  ^ 


Good  calls 

Company 

1  atpct   1  0~m£\n¥W^ 

EPS 
1992 

Average 
annual 

Revenue 
($mil) 

Market 
value 

recent 

52-week 

EPS 

P/E 

Yield 

high 

low 

est 

total  return* 

($mil) 

Alltel 

38% 

43y4 

34% 

$2.34 

17 

$2.56 

3.8% 

23.2% 

$1,748 

$3,079 

American  Tel  &  Tel 

43V4 

43% 

32% 

0.40 

NM 

2.94 

3.1 

17.0 

63.089 

56,629 

Ameritech 

63'/i 

67% 

55% 

4.39 

14 

4.84 

5.5 

20.2 

10.818 

16.931 

Bell  Atlantic 

44ye 

b2¥4 

41V4 

3.41 

13 

3.45 

5.9 

18.1 

12.280 

17.575 

BellSouth 

49^4 

54 

43% 

3.11 

16 

3.30 

5.5 

17.7 

14.446 

24,134 

Centel 

AV/2 

47% 

26% 

1.89 

22 

0.71 

2.2 

23.2 

1.181 

3.503 

Cincinnati  Bell 

17% 

25% 

17% 

0.63 

28 

1.07 

4.5 

22.2 

1.087 

1.101 

GTE  Corp 

32% 

35 

28% 

1.75 

19 

2.12 

5.2 

19.2 

19.621 

28,394 

MCI  Communications 

33y8 

36^^ 

2574 

2.01 

17 

2.29 

0.3 

14.3 

8.433 

8,498 

Nynex 

78 

82% 

68 

2.98 

26 

6.18 

5.9 

19.0 

13.229 

15.890 

Pacific  Telesis 

42% 

45 

37% 

2.58 

17 

2.98 

5.1 

20.7 

9.895 

17.093 

Southern  New  Eng  Tel 

3iy8 

35 

29 

2.06 

15 

2.50 

5.6 

15.2 

1.633 

1,981 

Southwestern  Bell 

62% 

66 

49 

3.85 

16 

4.17 

4.7 

21.7 

9.332 

18.704 

Sprint 

23% 

3V/i 

21 

1.68 

14 

1.93 

4.2 

17.3 

8.780 

5.132 

US  West 

36V4 

40 

33% 

1.38 

26 

3.05 

5.7 

18.1 

10.577 

14,860 

♦From  2/16/84  through  4/30/92.    NM:  Not  meaningful. 

Sources.  Value  Line  and  IBES.  via  Lotus  One  Source:  Wilshire  Associates  (average  annual  total  return). 

The  seven  Baby  Bells  and  their  fonner  parent,  AT&T.  For  comparison,  seven  other  regional 
or  long  distance  phone  companies  are  also  included. 
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Wealthy  J. R.  Simplot  has  been  trying  to  boot 
Cloyce  Box  out  of  a  little  energy  partnership 
called  OKC  Corp.  Where  is  Simplot's  gratitude? 

Cloyce  Box's 
big  score 


By  Howard  Rudnitsky 

As  AN  ATHLETE,  Cloyce  Box 
had  an  enviable  record.  A 
star  end  in  the  early  1950s 
for  the  Detroit  Lions,  Box 
has  held  for  40  years  the 
team  record  for  receiving 
touchdown  passes  in  a  sin- 
gle game. 

But  as  head  of  OKC 
Corp.,  an  independent  oil 
company.  Box  had  a  more 
voladle  record.  In  1981,  for 
example,  the  Securities  & 
Exchange  Commission 
charged  him  with  manipu- 
lating the  price  of  oil 
through  brokers.  Box  de- 
nied the  charges  but  signed 
a  consent  decree. 

That  same  year  Box,  who 
is  now  68,  converted  okc 
Corp.  into  OKC  Limited 
Partnership.  The  main  idea 
was  to  save  money  on  taxes, 
but  the  publicly  traded 
partnership  units  began  a 
long  slide  from  $20  a  unit 
in  1981  to  $1.88  in  the  first 
quarter  of  1990.  Even  after 
the  tax  benefits,  that  hurt. 

Since  last  fall,  however, 
OKC  has  become  a  hot  play. 
In  the  past  eight  months 
the  units  have  surged  from 
$5  each  to  a  recent  $  1 3,  and 
Cloyce  Box  insists  the  best 
is  yet  to  come.  Here's 
what's  going  on: 

Back  in  1977  Box  paid 
about  $S00,000  for  some 
acreage  known  as  the  South 
Pass  area  in  the  Gulf  of 
Mexico,  off  Venice,  La.  Af 
ter  years  of  searching  and 
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Drilling  rigs  in  the  Gulf  of  Mexico 


vrgy  head  Cloyce  Box 
Scoring  in  oil  and  on  tlie  gridiron. 


exploratory'  drilling,  in  1990  OKC 
(and  its  South  Pass  partners — Mara 
thon  Oil,  as  operator,  and  Amerada 
Hess)  made  a  major  discovery  of  oil 
and  gas  reserves.  Last  year  OKC's  oil 
and  gas  reserves  climbed  by  55%,  to 
10  million  oil  and  gas-equivalent  bar- 
rels, and  Box  promised  unit  holders  in 
his  1991  annual  report  that  even 
greater  gains  are  on  the  horizon. 

How  much  better?  Normally  gre- 
garious. Box  turns  circumspect  when 
asked  this  question.  In  essence  he 
says:  Ask  Marathon  Oil,  the  operator 
on  the  play. 

Marathon  isn't  saying  much  either. 
But  an  official  at  the  com- 
pany hints  the  field  could 
contain  something  like  300 
million  barrels.  If  so.  Box ' 
Energy's  reserves  would  in- ' 
crease  by  at  least  50%.  More 
^^^     precise  information  should 
^^H     be  had  by  June,  when  Mar- 
^^^1     athon  will  have  completed  ' 
,^^H     analvsis  of  drilling  on  a  kev  ' 
■■     weU'. 

This  year  OKC  will  gener- 
ate only  around  522  million 
in  revenues.  But  on  the  ba- 
sis of  proven  and  probable  • 
reser\es  already  on  the  bal- 
ance sheet,  Cloyce  Box  ex- 
pects annual  revenues  to 
exceed  SI 50  miUion  in 
1995. 

To  develop  his  gro\\ing 
Gulf  of  Mexico  reser\es. 
Box  figures  he'll  need  to 
spend  about  S70  million 
for  his  share  of  the  platform 
and  development  costs.  To 
make  it  easier  to  borrow 
money.  Box  has  converted 
the  company  fi-om  a  limited 
partnership  back  into  a  cor- 
poration. At  the  end  of 
April  the  new  company  be- 
came Box  Encrg)  Corp. 

The  company  is  in  great 
financial  shape.  In  late 
W«^0  Im^x  won  a  $:'0  mil- 
lion settlement  fix>m  Texas 
Eastern  Cory,  in  a  dispute 
over  a  take  or  p.i\  gas  con- 
tract. Box  used  the  money 
to  pav  off  all  the  company's 
debt  and  pay  a  $20  million 
special  di\"idcnd  to  his  lim- 
ited partners.  With  no  debt 
and  S55  million  in  cquit\', 
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Potato  magnate  and  investor  J. R.Simplot 
Cloyce  Box's  lon^ime  critic. 


Box  Energy  now  will  have  no  trouble 
borrowing  the  money  it  needs  to  help 
finance  the  development  of  its  South 
Pass  fields. 

For  all  that's  going  right  for  Box 
these  days,  he  has  had  an  albatross 
draped  around  his  neck:  demibillion- 
aire  J.R.  Simplot,  the  Idaho  potato 
magnate  who  has  bought  OKC  units 


(Forbes,  Dec.  14,  1987).  By  the  end 
of  last  year  Simplot  owned  up  to 
12.6%  of  the  units — around  2.5  mil- 
lion in  all — at  an  average  price  of 
around  $5  per  unit. 

In  1988  Simplot  and  some  other 
investors  tried  to  get  rid  of  Box.  They 
may  have  thought  they'd  have  an  easy 
victory.  But  in  Texas,  when  someone 


acquires  partnership  units  in  the  sec- 
ondary' market,  he  doesn't  necessarily 
acquire  the  voting  rights  held  by  the 
original  investors  when  they  convert- 
ed from  a  corporation. 

In  other  words,  Simplot  and  several 
of  his  allies  owned  a  lot  of  partnership 
units  but  had  no  voting  power.  On 
the  other  hand,  Box  owned  17%  of 
the  units  but  controlled  a  majority  of 
the  votes. 

Simplot  has  also  sued  Box,  claim- 
ing, among  other  things,  that  Box  had 
spun  off  a  valuable  oil  and  gas  pipeline 
operation  owned  by  OKC  to  another 
company  he  controlled.  Box  has  man- 
aged to  get  nearly  all  of  Simplot's 
allegations  set  aside  in  the  courts  and 
has  countersued.  A  trial  in  Dallas  is  set 
for  June. 

At  the  trial,  the  presiding  judge 
might,  but  probably  won't,  ask  Sim- 
plot if  he  doesn't  feel  a  sense  of  grati- 
tude to  Box.  At  their  recent  price, 
Simplot's  2.5  million  OKC  units  were 
worth  over  $30  million;  that's  per- 
haps three  times  what  he  paid  for  the 
stake.  Simplot  may  not  like  Box,  but 
even  he  must  admit  that  the  Texas 
oilman  has  augmented  his  net  worth 
considerably.  ^ 


IF  YOU  HAVE  AN 
EYE  PROBLEM,  YOU  DONt 
GO  TO  A  FOOT  DOCTOR. 


If  you're  buying  commercial  or 

specialty  lines  insurance,  why  would  you 

go  to  anybody  but  The  Home? 

At  The  Home  Insurance  Company,  we've  become  specialists  in  underwriting  large, 

complex  business  and  specialty  accounts.  And  this  has  its  advantages.  Often  we  find  ways 

to  insure  risks  other  companies  don't  quite  understand.  At  the  very  least,  we  can 

show  you  how  to  make  your  premiums  work  a  little  harder.  Talk  to  your  agent  or  broker. 

Home  Insurance 

OLD  PROS  ON  A  NEW  TEAM 
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'atented  new  Porsche  VarioCarrTuses  resourceful  engineering  to 
burn  fuel  more  precisely  and  thoroughly;  boosts  power,  torque 
and  throttle  response  while  dramatically  lowering  emissions. 


Racing  caliber  materials 
and  components  provide 
inordinate  durability 
for  a  road  car,  requiring 
scheduled  maintenance 
only  every  15,000  miles. 


Only  Porsche  makes  both  driver 
and  passenger  front  airbags 
standard  on  every  car. 


Two  side  zinc  galvanized  body 
panels  assembled  with  Porsche- 
developed  ion  beam  welding 
tools,  preventing 
corrosion  and 
allowing  ten 
year  body 
warranty. 


Renowned  handling  of  Ry 
transaxle  design;  near  pei  ^^' 
50-50  front  to  rear  balanc  i 


Critical  suspension  components 
are  cast  in  aluminum  alloy  for 
minimum  weight,  maximum 
strength  and  razor-sharp 
adjustment. 


Revolutionary  Tiptronic*  transmission  option  lets 
driver  choose  full  automatic  orclutchless  manual 
shifting;  the  world's  first  dual-function  gearbox! 


4» 


Body  aerodynamics 
not  only  reduce  drag, 
but  actually  use  airflow 
for  purposes  such  as 
directing  rain  away 
from  the  windshield. 


Intricate  race-technology 
abounds.  One  example; 
lightweight  pistons 
receive  oil  jet 
spray  from 
bottom  for 
cooling. 


Interna!  aerodynamics,  another  racing 
lesson,  direct  air  through  the  car  from 
front  to  rear  faster  while  properly  cool- 
ing engine,  brakes  and  transmission. 
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©  1991  Porsche  Cars  Noi  th  America,  Inc.  Porsche  reconimerids  scat  b«ll  usage  and  observaiK*  Ot  M  t 
S39,850  MSRP  on  1992  968  coupe  excludes  taxes,  license  and  rcijislration  lees  'Tiplronic  IransmiWonk  Wk 
'  'Comparison  ol  EPA  Federal  Tost  Procedure  results  lor  %8  coupe  and  944S2  coup« 
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or  what?" 


Iw  patents:  Sweeping 
lations  from  the  powerplant 
to  the  spare  tire  system. 


Hand-finished  paint  requires  26  steps;  white-gloved  inspectors  use 
special  lights  to  find  and  correct  virtually  imperceptible  flaws. 


Hand-built  aluminum 
powerplant  is  the 
highest  torque 
3  litre  atmos- 
pheric engine 
in  the  world; 
top  speed 
156  mph. 


First  6-speed  manual 
gearbox  in  a  production 
Porsche,  increases 
legendary  xceleration 
while  maintaining  top 
gear  fuel  economy. 


Porsche  exclusivity;  famed 
handcrafting  in  Porsche's 
Zuffenhausen  workshops 
inherently  limits  production. 


Patented  headlamps  use  the 
principle  of  a  bee's  eyes; 
over  1,000  reflective  facets 
provide  variable-point-focus 
to  eliminate  reflected  glare. 


Huge  disc  brakes  with  ABS  use  aluminum  alloy  calipers 
to  reduce  unsprung  masses;  stopping  performance 
comparable  to  famed  Porsche  962  race  car. 


Racebred  "total  systems" 
concept  means  meticulous 
matching  and  tunmg  of 
brakes,  stabilizer  bars, 
>,  damper 


v^- 


le  next  evolution. 
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If  managements  see  problems  ahead,  they 
should  share  their  concerns  with  shareholders, 
says  the  SEC.  Don't  just  feed  them  pabulum. 

Crusade 
for  candor 


By  James  Lyons 

Are  you  tired  of  reading  Pollyanna- 
ish  annual  reports  and  corporate  press 
releases  and  then  getting  a  shock  a  bit 
later  when  you  find  out  that  all  wasn't 
right  in  that  particular  corporate 
world?  Are  investors  entided  to  see 
management's  company  forecasts — 
not  the  pabulum  but  the  solid  stuff) 
Yes,  says  the  Securides  &  Exchange 
Commission. 

Thanks  to  the  recent  setde- 
ment  of  an  enforcement  ac- 
tion brought  by  the  sec 
against  Caterpillar  Inc.,  man- 
agers will  have  to  be  more 
forthcoming  about  corporate 
prospects.  In  the  fijture  the 
"Management's  Discussion 
and  Analysis"  section  of  an- 
nual and  quarterly  reports 
will  discuss  the  worrisome 
prospects  as  well  as  the  happy 
prospects. 

The  SEC  got  after  Caterpil- 
lar for  the  company's  1989 
annual  report  and  its  first- 
quarter  report  for  1990.  A 
few  months  after  the  reports 
were  out.  Caterpillar  made  a  surprise 
announcement  that  its  profits  for 
1990  would  be  substantially  lower 
than  earlier  projected.  The  company 
revealed  that  "more  than  half  of  the 
decrease"  would  be  due  to  a  sharp 
decline  in  the  earnings  of  its  Brazilian 
subsidiary.  Caterpillar's  stock  tum- 
bled on  the  news. 

What  did  Caterpillar  do  wrong? 
According  to  the  sec,  it  should  ha\c 
made  shareholders  aware  earlier  how 
dependent  profits  were  on  a  single 
subsidiar\'  in  a  volatile  country'.  In  its 
1989  annual  report.  Cat  did  not  say 
that  Hra/.il  accounted  for  23>%  of  its 


S497  million  profit. 

Since  it  is  a  highly  integrated  com- 
pany. Cat's  managers  do  not  normally 
consider  subsidiaries  as  separate  profit 
centers.  But  in  Januan'  1990  Cat's 
accountants  began  to  analyze  the  re- 
sults of  its  Brazilian  subsidiar\'  sepa- 
rately— so  the  information  was  avail- 
able to  management,  if  not  to  the 


shareholders. 

Yet  this  was  highly  relevant  infor- 
mation because  of  events  in  Brazil.  In 
December  1989  Brazil  elected  Her- 
nando Collor  dc  Mello  president.  He 
\owed  to  bring  Brazil's  hyperintlation 
under  control  w  ith  sweeping  reforms. 
Colloriflid  not  announce  the  specifics 
of  his  program  until  he  tot)k  office  in 
March  1990,  but  his  election  added 
uncertainty'. 

At  a  Februan  1990  meeting.  Cat's 
directors  were  told  that  the  economic 
situation  in  Brazil  was  "volatile"  and 
that  there  would  be  a  majt>r  negatixc 
impact  on  tnerall  1990  results. 


The  directors  shared  that  \ital  in- 
formation with  the  company's  share- 
holders only  in  the  sketchiest  wav. 
The  annual  report  simply  noted: 
"Sales  in  Brazil  .  .  .  could  be  hurt  by 
postelection  policies."  Nothing 
about  how  significant  Brazil  was  for 
the  company. 

By  the  end  of  March  1990,  Cat's 
managers  had  concluded  that  profits 
of  the  Brazilian  subsidian-  would  fall. 
Yet  that's  not  what  the  company's 
quarterly  report  showed.  In  fact,  the 
report  said  "demand  increased"  for 
the  unit.  The  only  dark  words  about 
Brazil  were  that  Caterpillar  "contin- 
ues to  be  concerned  about .  .  .  the 
uncertaint\'  of  the  economic  situation 
in  Brazil."' 

The  SEC  decided  to  make  an  exam- 
ple out  of  Caterpillar  because  it  was 
on  a  crusade  to  force  managements  to 
be  more  candid  with  investors.  In 
1988  the  agena-  studied  the  manage- 
ment statements  of  359  companies 
and  ended  by  asking  at  least  127 
companies  to  amend  their  fil- 
ings. The  SEC  found  that  the 
reporting  of  345  companies 
was  in  some  way  or  another 
deficient. 

The  SEC  also  issued  a  com- 
prehensive paper  in  1989 
spelling  out  w  hat  it  w  anted  to 
see  in  management's  discus- 
sion and  analysis.  Noting  that 
numbers  and  footnotes 
"alone  may  be  insufficient" 
for  in\estors  to  judge  a  com- 
pany, the  SEC  emphasized  dis- 
closure of  forward -kxiking 
information.  It  required 
managers  to  reveal  "currently 
known    trends,   e\ents,   And 

uncertainties  that  are  reason 

ably  expected  to  have  material  cf 
fects."  Overall,  the  agency  stxight 
disclosures  that  would  ensure  that 
investors  see  a  company  "through  the 
eyes  of  management." 

The  SKc  did  not  find  that  Cat  had 
engaged  in  fraud.  L'nder  the  temis  of 
the  settlement,  all  the  ct>mpany  has  to 
do  is  implement  prtKcdures  to  com 
plv  with  the  sn  's  iiiles. 

rhe  lesson  here  is  that  manage 
ments  shmild  not  regard  their  com 
municaiions  with  sharcht>lders  as  so 
poritic  everciscs;  if  management  i> 
worried  aKnit  si>mcthing,  it  shouKI 
sa\  NO.  tM 
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IN  l-UCUS 


In  the  wake  of  the  Los  Angeles  looting  there  will  be  calls 
for  more  "affirmative  action"  in  hiring.  Sociologist 
Frederick  Lynch  reminds  us  that  affirmative  action 
creates  losers  as  well  as  winners. 

spiral  of  silence 


By  Peter  Brimelow 

"I  HAVE  ALREADY  given  two  cousins  to 
the  war,  and  I  stand  prepared  to  sacri- 
fice my  wife's  brother  rather  than  the 
rebellion  be  not  crushed." 

Humorist  Artemus  Ward's  joke 
during  the  Civil  War  applies  today, 
says  Claremont  McKenna  College  so- 
ciologist Frederick  R.  Lynch  to  the 
American  political  elite's  attempt  to 
appease  minority  and  feminist  groups 
by  imposing  "affirmative  action" 
quotas  against  white,  often  younger 
and  blue-collar  males. 

Government-imposed  quotas  were 
explicitly  banned  in  the  1964  Civil 
Rights  Act.  Nevertheless  they  imme- 
diately spread  through  the  economy. 
For  most  of  that  time,  they  received 
eerily  little  media  and  even  less  aca- 
demic attention.  Of  some  1,300  pa- 
pers given  at  a  recent  American  Socio- 
logical Association  conference  on 
Race  and  Ethnic  Relations,  the  topic 
attracted  only  one. 

The  result:  the  situation  summa- 
rized in  the  title  of  Lynch's  new  pa- 
perback. Invisible  Victims:  White 
Males  and  the  Crisis  of  Affirmative 
Action  (Praeger,  $14.95).  The  ideal 
of  merit  hiring  has  been  subverted  by 
politicized  hiring,  with  white  men 
unable  to  defend  themselves  against 
open  discrimination.  But  quotas 
bring  other  problems,  including  con- 
flict among  the  "protected  classes" 
they  benefit,  and  growing  racial  po- 
larization, particularly  as  the  articu- 
late middle  class  begins  to  sutfer. 

Lynch  just  laughs  at  the  sugges- 
tion, recently  made  by  a  columnist  in  a 
business  weekly,  that  aflirniativc  ac- 
tion, while  a  regulatory  burden,  is  not 
massive  in  scale. 

"Race-norming  [adjusting  test 
scores  to  produce  racially  proportion- 
ate results]  alone  aftc'cted  millions  of 
people,"  he  says.  "Many  state  and 
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local  governments  did  it  with  their 
GATES  [General  Aptitude  Test  Batter- 
ies, taken  by  job  seekers  and  supplied 
to  potential  employers].  And  private 
testing  agencies  did  it  to  protect  their 
clients  against  lawsuits — they  called  it 


"EEO-proofing."  (The  federal  Equal 
Employment  Opportunity  Commis- 
sion muscles  business  into  quotas.) 

But  Lynch  is  not  surprised  at  the 
blunder.  "There's  incredible  denial," 
he  says.  He  cites  California  Demo- 
cratic Representatixe  Don  Edwards,  a 
mouthpiece  of  the  civil  rights  estab- 
lishment, claiming  on  the  New  York 
Times  Op  Ed  page  that  quotas  did  not 
exist — within  weeks  of  three  Supreme 
Court  decisions  about  them.  And, 
using  similar  Orwellian  doublethink, 
supporters  insisted  that  the  1991  Civ- 
il Rights  Act  did  not  impose  quotas, 
although  its  key  point  was  to  override 
the  Supreme  Court  and  make  work 
force  racial  imbalance  prima  facie  evi- 
dence of  employer  discrimination. 

Corporate  America's  craven  terror 
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of  litigation  and  political  punishment 
makes  research  into  quotas  extremely 
difficult.  "We're  not  letting  you  any- 
where near  our  program,"  a  Kmart 
executive  told  Lynch  recently. 

It's  understandable — in  a  way. 
Sears,  Roebuck  &  Co.  spent  15  years 
and  perhaps  as  much  as  $20  million  to 
defeat  an  fhoc  discrimination  suit. 
Sears  prevailed  largely  because  it  was 
able  to  show  it  had  a  voluntary  quota 
program.  Corporations  cling  to  such 
programs  as  a  defense  in  court,  even  if 
it  means  putting  up  with  some  un- 
qualified or  incompetent  workers. 
They  hate  white  male  employees 
moaning  about  quotas — and,  above 
all,  suing  to  expose  reverse  discrimi- 
nation's legal  inconsistencies. 

The  white  male  victims  of  affirma- 
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tive  action  are  diffiised  through  the 
population  and  hard  to  track  down. 
After  finding  and  interviewing  a  sam- 
ple. Lynch  has  identified  several  rea- 
sons for  their  helplessness. 

"Affirmative  action  has  been  an 
administrative  revolution  imposed  by 
judges  and  bureaucrats,"  he  says.  It  is 
not  easily  opposed,  particularly  be- 
cause much  of  it  is  implemented  in- 
formally and  orally.  Recently,  the  se- 
crecy has  in  part  been  a  response  to 
the  increasingly  unstable  legal  situa- 
tion as  the  influence  of  the  Reagan- 
Bush  judicial  appointments  is  felt.  But 
Lynch  says  some  affirmative  action 
personnel  openly  tell  him  they  intend 
to  get  around  any  law. 

A  few  of  Lynch's  male  victims  were 
political  liberals  who  felt  obliged  to 
rationalize  their  fate.  But  most  acqui- 
esced with  varying  degrees  of  anger; 
some  changed  jobs.  Usually  totally 
isolated,  these  men  felt  that  no  one 
would  help  them. 

They  were  right.  The  older  genera- 
tion of  white  male  managers  has  com- 
promised, Lynch  argues,  because  they 
think  quotas  will  fall  only  on  the 
younger,  baby- boom  generation. 
And  the  eeoc  discourages  white  male 
discrimination  complaints  about  cor- 
porations with  approved,  i.e.,  anti- 
white  male,  affirmative  action  plans. 
Litigation,  for  the  tiny  group  that 
tried  it,  proved  expensive,  exhausting, 
chancy  and  immensely  time-consum- 
ing— one  case  remains  unsettled  after 
more  than  six  years. 

A  fiirther  factor  in  this  male  paraly- 
sis: the  peculiar  male  psycholog\'  it- 
self. These  victims  seem  really  to  have 
believed  that  real  men  don't  cry.  A 
considerable  number  did  not  even 
mention  their  disappointment  to 
friends,  relatives  or  fellow  workers. 

Their  wives  almost  always  felt  no 
such  inhibitions.  "My  wife  is  mad  as 
hell;  she's  angrier  than  I  am,"  said  a 
victim.  Some  wives  absolutely  insisted 
on  being  intcrx'icwed  for  Lynch's 
study.  One  woman  made  a  telling 
point:  Discrimination  against  white 
males  injures  not  only  the  men  them- 
selves but  their  wives  and  families. 
"This  'hidden'  or  latent  conflict  gen- 
erated by  affirmative  action  between 
career  women  versus  homemaker 
wives  has  gone  virtually  unnoticed  in 
the  aftlrmative  action  literature," 
Lynch  notes  judiciously. 


"Karl  Marx  insisted  that  for  any 
sort  of  class  consciousness  to  arise, 
there  must  be  communication  of  a 
common  sense  of  oppression,"  Lynch 
writes.  "With  the  mass  media  and  the 
social  sciences  rarely  recognizing  the 
phenomenon,  much  less  portraying  it 
sympathetically,  white  males  have 
been  easily  and  silendy  victimized  one 
by  one." 

Lynch's  survey  of  the  media  indi- 
cates that  quotas  have  been  basically 
ignored.  Thus  he  was  unable  to  find 
one  TV  show  portraying  a  white  male 
being  damaged  by  affirmative  action. 

Partly  the  media  were  able  to  ig- 
nore the  issue  because  neither  conser- 
vatives nor  liberals  raised  it.  For  exam- 
ple, the  likelihood  that  Robert  Bork 
would  find  quotas  unconstitutional 
spurred  the  civil  rights  establish- 
ment's fanatical  resistance  to  his  Su- 
preme Court  nomination.  But  White 
House  lobbyists  said  nothing. 

Partly,  however,  the  media's  mo- 
tive is  ideological.  From  ].  Anthony 
Lukas'  bestseller  about  busing.  Com- 
mon Ground,  Lynch  quotes  a  Boston 
Globe  reporter:  "If  they  [the  Boston 
Irish]  don't  like  integration,  we'll 
shove  it  down  their  throats." 

All  of  which.  Lynch  argues,  has 
induced  a  classic  "spiral  of  silence," 
whereby  people  assume  their  doubts 
are  not  shared  and  suppress  them, 
thus  mutually  intimidating  each  oth- 
er. But  in  fact  opinion  polls  show 
quotas  are  overwhelmingly  unpopu- 
lar, even  with  the  "protected  classes" 
themselves.  And  when  the  Democrat- 
ic Part}'  asked  pollster  Stanley  Green- 
berg  to  investigate  blue-collar  defec- 
tion in  the  1984  presidential  election, 
quotas  emerged  as  the  crucial  factor. 
The  part}'  promptly  tried  to  stifle 
Greenberg's  report. 

Lynch  is  now  researching  his  next 
book  on  "diversity'  management" — 
the  use  of  quotas,  with  no  pretense 
that  they  are  remedial  or  temporar\', 
for  the  current  beneficiaries  of  affir- 
mative action  and  the  ongoing  wave 
of  nonwhite  immigrants.  This  is  the 
new  frontier  for  aftirmative  action 
professionals.  However,  Lynch  re- 
ports that  they  receive  his  research  on 
white  males  with  new  interest. 

"They're  worried  about  'The 
White  Male  Problem,'  white  males 
resisting  their  work,"  he  says.  'They 
just  can't  understand  it."  WM 
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The  mortgage  refinancing  boom  is  encouraging 
mortgage  servicers  to  go  public  at  high  prices. 
It's  easier  to  understand  why  the  sellers  are  selling 
than  to  understand  why  investors  have  been  buying. 

Time  to  cash  in 


By  Howard  Rudnitsky 

Thh  only  sizabi.h  publicly  traded 
mortgage  banking  company  at  the 
start  of  1992,  Pasadena,  Calif. -based 
Countn'wide  Credit  Industries,  Inc., 
has  been  cashing  in  on  the  great  wave 
of  mortgage  refinancing.  To  take  ad- 
vantage of  lower  interest  rates,  people 
are  refinancing  their  home  mortgages 
by  the  millions.  So  it's  boom  time  for 
the  mortgage  bankers.  They  do  busi- 
ness at  retail — dealing  with  individual 
homeowners  and  a  network  of  corre- 
spondents— then  sell  the  new  mort- 
gages to  a  financial  institution  or 
packager  of  mortgages.  Every  time  a 
customer  finances  or  refinances  at  a 
mortgage  banker's  retail  branch,  the 
mortgage  banker  gets  an  origination 
fee — generally  1%.  Out  of  that,  of 
course,  the  mortgage  banker  must 
pay  his  own  overhead.  But  when 
mortgage  financing  volume  runs  high 
the  profits  are  enormous. 

But  the  biggest  revenue  source  for 
the  mortgage  bankers  is  loan  servic- 


ing. Whoever  buys  the  mortgage  lets 
the  mortgage  banker  deduct  annual 
charges  ranging  from  25  cents  to  44 
cents  on  everv'  $100  in  mortgage 
principal,  and  this  goes  on  over  the 
whole  life  of  the  mortgage — some- 
times as  long  as  30  years.  It's  like  an 
annuity  for  the  mortgage  banker. 

Take  Countrywide  Credit.  In  fiscal 
1992  (ended  Februar\')  it  wrote  $12 
billion  in  mortgages,  up  160%  from 
$4.6  billion.  No  surprise  that 
Countrywide's  earnings  have  surged 
from  $22  million  in  fiscal  1991  to  $61 
million  in  fiscal  1992. 

Countrywide's  shares  have  been 
among  the  biggest  winners  on  the  Big 
Board,  leaping  about  300%  in  the  past 
18  months.  Countrywide's  manage- 
ment tapped  the  public  equit)-  market 
three  times  during  the  past  14 
months,  raising  $350  million  in  new 
ec)uity  for  the  companv. 

The  latest  Countr^'wide  offering 
this  past  February  was  at  $43.25  a 


share;  it  quickly  rose  to  46^2.  At  this 
price  it  fetched  about  15  times  esti- 
mated fiscal  1993  earnings. 

Country-wide  wasn't  the  only  hot 
stock  among  the  mortgage  ser\icing 
companies.  Shares  of  Lomas  Financi^ 
Corp.,  newly  discharged  from  bank- 
ruptcy in  Januar)'  (Forbes,  Jan.  20), 
in  a  few  weeks  rose  from  12  to  17. 
That  same  month  Primerica  Hold- 
ings, Inc.  sold  its  Margaretten  Finan- 
cial Corp.  mortgage  origination  oper- 
ations at  S20  a  share.  The  next  dav  it 
was  at  21  Vs. 

That  the  surge  in  mortgage  origi- 
nations and  refinancings  won't  last 
forever  seems  never  to  have  occurred 
to  those  who  bought  the  stocks  at 
those  prices. 

Hoping  to  cash  in  on  the  public's 
eagerness  to  buy  such  stocks,  since  the 
first  of  the  year  nine  additional  mort- 
gage banking  companies  have  regis- 
tered shares  to  go  public,  seeking  to 
raise  over  S700  million. 

The  advantages  for  the  seller  are 
ob\ious.  The  ad\ antages  for  in\ cstors 
are  much  less  so.  To  put  it  mildly, 
these  new  issues  are  richly  valued  at 
prices  they  seek  to  come  out  at. 

A  key  measure  of \alue  in  mortgage 
ser\icing  transactions  in  the  private 
market  is  the  price  paid  as  a  percent- 
age of  the  face  amount  of  the  mort 
gages  ser\iced.  In  effect,  this  is  a 
liquidation  value.  A  number  of  mort- 
gage serNicing  portfolios  have 
changed  hands  on  that  basis  in  the 
private  market,  for  x\\  a\crage  of  1 '  4% 
of  the  \alue  of  their  portfolios.  What 
this  means  is  that  for  evcr\'  SI 00  in 
mortgages  in  the  portfolio,  it  scIN 
for  $1.25. 

While  a  static  pi>rtfolio  of  mort 
gages  .sold  to  a  pri\  ate  buyer  is  worth 
less  than  a  mortgage  company  origi 
nating  lots  of  new  business  every  day, 
still  most  of  ti>da\  's  new   issues  are 
tnerpriced. 

lake  giant  S5S  billion  mortgage 
bank  Fleet  Mortgage  Group,  Inc., 
I00"o  owned  b\  Fleet  Financial 
Croup,  Inc.  Not  surprisingly  Fleet 
Financial  has  decided  to  cash  in  or\  the 
public  market.  Its  preliminarN  pro- 
spectus indicates  that  from  1989 
tlirough  1991  Fleet  acquired  o\cr 
$30  billion  ot  im>rtgage  servicing  in 
the  private  market  at  a  price  of  1 .25%. 

Fleet  Financial  is  pn^posing  to  sell 
.ui  csiiiiuucJ   20'V  ot"  the  mortgage 
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In  a  Learjet,  there  is 
room  tor  everything 
but  compromise.     ^ 


The  spacious  Learjet  60.  It  is  more  like  a  well-appointed  office  than  a  conventional  aircraft.  Youll  find 
comfortable  executive  chairs.  Generous  work  surfaces.  And  modem  communication  capabilities  that  allovs  you 
to  conduct  business  as  you  rapidly  span  a  continent. 

A  plentiful  galley,  in-flight  access  to  luggage  and  a  private  restroom  are  also  provided.  But  the  Learjet  60 
doesn't  penalize  you  for  all  its  size  and  amenities.  Its  operating  efficiencies  produce 
a  cost-to-comfort  value  never  before  achieved  in  a  business  jet  of  any  size.         ^ 

It  is  truly  an  aircraft  without  compromise.  The  Learjet  60.  For  information.  "^ 
call  Ted  Farid,  Vice  President  Domestic  Marketing  at  (316)  946-2450.  Nothing  else  comes  close: 


Learjet 


01992  Learjet  Inc. 


NeAV  Employees   Promise 
To  Perform,  Too.    But  ^^ill 
They  Put  It  In  ^^riting? 


Lanier  does.  In  fact,  our  Performance 
Promise*  guarante,es  tliat  you'll 
be  completely  satisfied  with 
your  copier,  or  we'll  replace 
it  at  no  charge.  And  if  it's 


down  more  than  8  hours,  we'll  provide  a 
free  loaner.  For  details  iind  a  free  wpier 
information  packiige,  o:ill  \-our  kx^al  Linier 
rep.  Or  1-800-852-2679.  You'll  see  why 
we  outperform  the  othei-s.  Promise. 


*  Soma  rMlnctions  may  appiy 


2)  MAFRRIS 


LANIER  RESPONDS 


Copying  Systems  Division 


Mortgage  IPOs 

business  to  the  public.  The  price: 
1.2%  of  the  amount  of  mortgages  it 
services.  Compared  ^xixh  others, 
that's  relatrvely  mild. 

There  are  clear  signs  the  market  is 
gagging  on  the  issues,  and  underwrit- 
ers are  starting  to  lower  proposed 
prices.  CountrvA\ide's  shares,  recendy 
29,  are  otf  nearly  50%  from  its  last 
ofiering.  Margaretten  shares,  which 
came  out  at  over  4%  of  mortgages 
serviced,  reached  21  and  recendy 
traded  around  12.  Lomas  Financial 
common  shares  were  recendy  9.  Far- 
ragut  Mortgage  Co.,  Inc.  came  out  at 
S7  and  was  recendy  5.  Merrill  Lynch 
&  Co.,  Inc.  recendy  decided  to  with- 
draw a  5.5-million-share  North 
American  Mortgage  Co.  issue  (fbr- 
medy  managed  by  an  Integrated  Re- 


That  the  surge  in  mort- 
gage originations  and 
refinancings  won't  last 
forever  seems  never  to 
have  occurred  to  those 
who  bought  the  stocks 
at  high  prices. 


sources  partnership )  indefinitely,  due 
to  unsetded  market  conditions. 

Even  with  lower  prices,  insiders  are 
still  likely  to  come  out  well  ahead  of 
the  game.  Robert  Stallings,  James 
Reis,  John  Cotton  and  Gerald 
Cramer  started  First  Western  Corp.  in 
May  1991  when  the\'  acquired  a  S2.2 
billion  mortgage  servicing  portfolio 
from  the  RTC  for  S26  million. 

The  partners  issued  1.35  million 
shares  of  stock  to  themselves  at  10 
cents  a  share.  Ten  months  later  they 
decided  to  sell  1 .5  million  shares,  53% 
of  the  company,  to  the  public  at  S 1 1  a 
share.  With  a  paper  profit  of  nearly 
SI 5  million,  they  will  have  multiplied 
their  mone\  over  100  times.  Too  bad 
the  RTC  w  asn't  able  to  capture  part  of 
the  profit  for  the  taxpayers. 

\Miat  happens  if  the  refinancing 
boom  ends  and  interest  rates  go  up 
again.-  Obviously  the  growth  in  the 
mortgage  servicing  portfolios  will 
slow  substantialh'.  And  while  the  ser- 
vicing income  will  continue  to  pour  in 
from  older  mortgages,  there  won't  be 
much  reason  tor  paving  15  times  or 
more  for  what  is,  after  all,  a  dwindling 
asset.  H 
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T.  Rows  Price  International  Stock  Fund  has  outperformed  the  Upper 

average  ror  ail  intemationai  runds  tor  the  past  1,  5,  and  10  years.*  It 
mvests  in  estabUshed  toreign  companies  to  enhance  your  return 
potential  and  diversify  your  investments 
Can  for  a  free  ropwt  Our  repon 
on  intemationai  mvestmg  discuss- 
es factors  you  should  consider 
when  investing  overseas,  includ- 
ing currency  fluctuations  and 
other  special  risks. 

S2,500  minimum.  I  SI, 000  for 
IRAs).  No  sales  charges. 


T.  Rowe  Prke,  100  E.  Pran  Sc 

Rilnmore,.VlD2l202 
Retjuest  The  Basics  Of  Intezntmoaal 
.'r:iv>::nx  report,  and  a  prospectus 
\*ith  more  coinplete  mtormaaan, 
including  managemeiu  iees  and 
other  cfaaiges  and  expcnEcs.  Read 
the  prospectus  caiduDy  before 
you  invest  or  send  money. 


Call  24  hoars  for  a  free  report 

Tha  Basics  Of 

Iniarnadoaal  Investing 

1-800-541-6648 


ISF015367 


Invest  With  Confidence 

TRoweRice 


*Averacie  annual  total  returns  for  the  1-,  5-,  and  lO-year  oeriods  ended  3/31  '92  are  5  4%  8  0%.  and  18.7%  for  I- 
■.r:-.e"'^-      '-        -     ■'•    -3%,  and  15-6%  for ai'  -   "  ^ 

-  :/-'  _  :al  value  reinvested  c 


:  irares  rra 
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/e  results 


ANNOUNCING,    IN    THIS    ISSUE... 


Investors  -  Send  For 
The  Facts  You  Need 
To  Make  Strategic 
Investment  Decisions 


Annual  Reports  provide  valuable  corporate  information  to 
help  you  make  investment  choices.  Now  FORBES  makes  it 
easy  for  you  to  receive  this  information  with  the  FORBES 
Spring  Annual  Report  Portfolio,  appearing  in  this  issue. 
In  this  section,  you'll  find  many  of  today's  up  and  coming 
companies  offering  their  annual  reports  to  readers  free  of 
charge.  Requesting  them  is  simple.  Here's  how: 

«  Choose  the  companies  in  which  you  are  interested 

♦  Send  in  the  reply  card  that  is  bound  into  the  section,  or 

♦  Call  1-800-45-FORBES. 


Don't  miss  this  convenient  feature  beginning  on  page  2'75. 
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Is  Compaq  Computer  just  another  of  those 
computer  makers  that  shone  briefly,  then  faded? 
Or  can  Ben  Rosen  and  Eckhard  Pfeiffer 
win  it  a  second  chance? 

Identity  cHsis 


By  Julie  Pitta 

What  is  Compaq  Computer  Corp.? 
A  clonemaker  that  sells  on  price  or  a 
market  leader  that  sells  on  techno- 
logical prowess?  It's  somewhere  in 
bet\\^een,  and  that  is  a  dangerous  place 
to  be  right  now. 

Earnings  for  the  Mar.  31  quarter 
collapsed  60%  from  a  year  ago,  to  $45 
million,  a  reflection  of  Compaq's 
struggle  to  contend  with  mail-order 
discounters.  At  the  same  time  the  sad 
earnings  report  was  coming  out, 
Compaq  abandoned  a  consortium 
developing  a  new  generation  of  desk- 
top machines  built  around  reduced 
instruction  set  computing.  There 
goes  one  possible  route  to  market 
power  based  on  technology  rather 
than  price. 

Eckhard  Pfeiffer  last  fall  replaced 
Joseph  'Rod'  Canion  as  Compaq 
Computer's  chief  executive.  Pfeiffer 
doesn't  minimize  the  problems.  "We 
went  from  peak  performance  at  the 
end  of  1990  to  a  loss  position  just  two 
quarters  later,"  he  says.  "It's  been 
dramatic." 

As  dramatic  as  Compaq's  spectacu- 
lar rise.  In  the  early  1980s  Compaq's 
crackerjack  engineers  copied  IBM's 
personal  computer  and  pioneered  the 


huge  market  for  PC  clones.  By  1986 
Compaq  was  no  longer  playing  fol- 
low-the-leader  but  was  setting  the 
pace:  It  shipped  a  PC  using  Intel's 
80386  chip  a  year  before  IBM,  while 
most  manufacturers  waited  to  size  up 
the  IBM  386  before  delivering  their 
own.  Being  the  first  allowed  Compaq 
to  charge  a  premium,  and  profits 
marched  upward  to  $455  million  on 
sales  of$3.6  billion  in  1990. 

Alas,  leadership  on  the  desktop  lasts 
only  until  the  next  generation  of 
chips.  In  the  next  round  AST  Research 
delivered  the  first  486-based  PC  in 
December  1990,  and  with  a  machine 
cheaper  than  the  one  Compaq  later 
brought  to  market.  A  Compaq  486 
with  a  120-megabyte  hard  disk  and  4 
megabytes  of  memory  retails  for 
about  $4,700,  almost  $2,000  more 
than  a  comparable  AST.  Canion  stub- 
bornly clung  to  the  notion  that  con- 
sumers would  pay  extra  for  tiie  Com- 
paq name,  but  the  results  were  predict- 
able. AST  has  tripled  its  sales  since  1987 
and  Dell  has  more  tiian  doubled  since 
1989,  partiy  at  Compaq's  expense. 

A  product  line  Compat]  had  count- 
ed on  to  expand  its  reach  proved 
disappointing.    Canion    told    Cx)m- 


Compaq  Chairman  Benjamin 
Rosen  (above)  and  Chief 
Executive  Eckhard  Pfeiffer 
"We  think  we  can  turn  this 
thing  around  quickly." 


paq's  engineers  to  build  a  super  PC,  a 
deskside  computer  with  multiple  pro- 
cessors intended  to  replace  expensive, 
refrigerator-size  minicomputers  from 
IBM,  Digital  Equipment  and  Hewlett- 
Packard.  They  introduced  one,  the 
Systempro,  almost  three  years  ago, 
but  it  floundered  because  Compaq 
had  no  soft^vare  to  take  advantage  of 
the  hardware.  Meanwhile,  Sun  Mi- 
crosystems sold  similar  machines  in 
huge  quantit)'  because  it  did  provide 
customers  with  softr^vare  that  exploits 
the  power  of  its  hardware. 

Venture  capitalist  Benjamin  Rosen 
remains  Compaq  chairman  and  is  very 
much  looking  over  new  chief  execu- 
tive Eckhard  Pfeiffer's  shoulder.  "Ben 
is  much  more  active  and  on  a  much 
deeper  level  than  he  ever  has  been  in 
Compaq's  histon',"  says  Michael 
Swavely,  formerly  head  of  Compaq's 
U.S.  sales  and  marketing  efforts. 
There's  compelling  incentive  for  Ro- 
sen to  get  involved:  His  stake  in  the 
company  is  down  to  S16  million  in 
value  from  its  early  1991  peak  of  S47 
million.  At  a  recent  24,  Compaq  is 
bareh'  trading  above  book  value. 

Pfeiffer,  who  headed  Compaq's 
successfiil  European  operation,  has 
taken  emergency  action,  cutting 
Compaq's  payroll  14%  and  rolling 
back  prices  four  times.  "We  think  we 
can  turn  this  thing  around  quickly," 
Pfeiffer  says.  "We're  reacting  ver\', 
ver\'  quickly."  That  they  have,  but 
Compaq  is  still  at  a  disad\antagc 
against  Dell  and  .\ST,  w  hich  ha\  e  low- 
er overhead  costs. 

While  companies  like  Dell  sell  by 
phone,  Compaq  still  sells  mostly 
through  dealers  that  have  high  over- 
head of  their  own.  "If  you  think  that 
DclPs  just  the  low-priced  computer, 
you've  missed  the  whole  point,"  says 
Michael  Dell,  chief  executive  of  Dell 
Cx)mputer,  which  has  become  the 
Burger  King  of  personal  computing 
with  a  ''You  can  ha\e  it  your  way" 
style  of  shipping  to  specifications  dic- 
tated tncr  the  telephone.  "We've 
done  w ell  because  we  came  up  with  a 
better  wa\  xo  scr\e  the  customer." 

"COmpaq  used  to  know  strongly 
w  hi>  they  were,"  says  Steven  Rallmer, 
executive  vice  president  at  Microsoft 
Corp.  "  lo  this  day,  they  still  haven't 
decided  again  who  C\>mpaq  is."  The 
burden  is  on  Rosen  M\d  Pfeiffer  to 
proNc  Ballmer  w nnig.  ^ 
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Can  you  tell  which  fish  is  poisonous 
without  eating  it  first? 


Avoiding  dangerous  financial 
mistakes  requires  astute  analysis 
by  experts  who  understand  the 
economic  currents.   Over  the  past 
20  years,  Houlihan  Lokey  Howard 
&  Zukin  has  provided  financial 
advisory  and  investment  banking 


services  to  more  than  4000  clients, 
from  Wall  Street  to  Main  Street. 
For  advisors  who  delve  beneath  the 
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Houlihan  Lokey  Howard  &  Zukin 


surface,  call  (800)  788-5300. 
With  more  than  $100  billion  of 
transaction  experience  in  the 
last  five  years,  Houlihan  Lx)key 
recognizes  both  the  heizards 
and  opportunities  m  today's 
treacherous  business  ■waters. 


Financial  Opinions  -  Financial  Restructuring  -  Investment  Banking  -  Investment  Management 


Always  somewhat  patronizing  about  tlie  U.S.'  race 
problems,  Western  Europeans  are  discovering  that 
integrating  minorities  isn't  as  simple  as  their 
intellectuals  liked  to  think. 

People  in  glass  houses 
throwiiig  stones 


By  Richard  C.  Morals 

Pm-IDICTABLY  Western  Europe's  left- 
wing  media  were  gloating  over  the 
race  riots  that  broke  out  in  Los  Ange- 
les early  this  month,  gleehilly  blaming 
the  situation  on  budget  cutbacks  b\' 
the  Reagan  and  Bush  administrations. 

Conveniently  forgotten  for  the 
moment  was  the  fact  that  German 
hoodlums  have  been  firebombing  ref- 
ugee camps,  French  police  have  been 
brutalizing  Algerians,  and  Italians 
have  been  growling  at  the  growing 
number  of  black  Africans  peddling 
their  wares  on  city  streets. 

European  it  regaled  viewers  with 
scenes  of  Los  Angeles  burning.  And 
yet  German  border  guards  armed 
with  infrared  equipment  fly  choppers 
up  a  stretch  of  the  Neisse  River  along 
the  Polish  border.  It  isn't  Soviet  tanks 
the  Germans  are  hunting  for  but  a 
threat  both  more  insidious  and  less 
easily  resisted. 

Recently,  there  was  a  crackling  of 
radio  communications  as  the  helicop- 
ter directed  a  squad  of  paddy  wagons 
on  the  ground  racing  toward  a  flash  of 
movement.  The  night  netted  61  ille- 
gal immigrants,  some  without  pass- 
ports, from  Romania,  Bulgaria  and 
Russia. 

Says  Udo  Schncttlcr,  chief  commis- 
sioner of  the  German  border  police  in 
Frankfurt  an  dcr  Oder:  "They  want  a 
small  piece  of  the  European  cake." 
But  back  the  illeuals  went  that  niuht, 
cakcless,  at  least  until  tlie  next  tn'  at 
sneaking  through  the  highly  guarded 
border. 

The  Neisse  Ri\er  is  the  Rio  Grande 
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Guards  patrolling  the  Oder  River  on  the  Polish  border 
A  European  police  state  in  the  making? 


of  Western  Europe,  battlefront  of  an 
immigration  war.  The  statistical  office 
of  the  European  Communit)',  Fairo 
Stat,  estimates  that  the  12  HC  member 
states  had  an  ''official"  net  migra- 
tion— inflows  minus  outflows — of 
nearly  1  million  in  1990.  But  that's 
only  the  offiicial  rtgure.  Stab-in  the- 
dark  estimates  of  actual  immigratiiMi, 
legal  and  illegal,  into  Western  Europe 
run  as  high  as  2  million  for  1990.  If 
gaining  entr\'  to  the  l\S.  was  once  the 
goal  of  the  din\ntrodden  masses  tit 
Europe,  today  Western  Europe  ranks 
with  the  I'.S.  as  a  magnet  \\>r  the 
world's  ambitious  poor. 


In  today's  Western  Europe  the 
masses  are  neither  downtrcxlden  nor 
dissatisfied,  no  longer  emigrating  en 
masse.  They  arc  happy  to  stay  at 
home.  To  them  American  capitalism 
is  rough  and  tumble  compared  with 
Europe's  welfare  capitalism.  That 
same  welfare  capitalism  Uxiks  irresist- 
ible to  the  depressed,  threadbare 
masses  of  Eastern  Europe  and  the 
former  Soviet  I'nion,  to  say  nothing 
of  Africa.  And  Europe  is  uncomftirt- 
ablv  close  to  most  <.>f  ttnlav's  trouble 
spots  (sec  chart,  p.  SO)^  making  mass 
immigration  seem  much  easier.  La- 
ments one  Italian  businessman:  "If 
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A  promise  not  to  tell  your  sister  whose  books  you've  teen  carrying  home. 


A  promise  that  Miss  Applegate  s  algehra  homework  will  never  he  faced  alone. 


A  promise  to  make  lire  easier  tor  you  than  it's  been  ror  me. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMulual 
we  believe  in  keepini^  our  promises.  That  way  all  the  families  ana  businesses  that  rely  on  us  can  keep  theirs. 
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vet  nelp  you  keep  your  promises. 


Europe's  iminigration  problem 


Jean-Marie  Le  Pen,  leader  of  the  French  National  Front 

His  anti-immigrant  rhetoric  is  appealing  to  many  Europeans. 


they  have  to,  the  Algerians  will  swim 
over." 

Americans,  however  they  feel 
about  steady  immigration,  are  mostly 
resigned  to  it.  Europeans  are  not. 
Most  Americans  are  accustomed  to 


sharing  their  streets  and  their  schools 
and  their  neighborhoods  with  for- 
eigners. As  recendy  as  20  years  ago 
homogeneous  Euro- burghers  swiv- 
eled  their  heads  to  gawk  and  stare  at 
an  African.  Today  the  sight  has  be- 


come for  them  uncomfortably  com- 
mon. Lisbon  is  packed  with  black 
construction  workers  from  Cape 
Verde.  Night  duty  in  Amsterdam's 
hospitals  is  dense  with  Polish  nurses. 

To  put  it  blundy,  most  Western 
Europeans  don't  like  it.  Anti-immi- 
grant politics  is  no  longer  a  fringe 
movement  for  neo-Nazis  but  is  rapid- 
ly moving  center  stage  with  main- 
stream politicians.  The  pressure  is 
coming  from  the  voting  booth:  The 
right-wing  Die  Republikaner  party 
just  won  11  %  of  the  vote  in  Germany's 
wealthiest  state,  Baden-Wiirttem- 
berg;  neonationalists  took  23%  of  a 
recent  vote  in  Austria;  in  France,  Jean- 
Marie  Le  Pen's  50-point  plan  to  turn 
immigrants  into  third-class  citizens 
earned  him  14%  of  the  national  vote, 
higher  yet  in  the  south;  the  Vlaams 
Blok  party  of  Belgium  has  12  seats  in 
its  chamber,  (.ompared  with  39  seats 
for  the  nation's  largest  party.  All  these 
parties  really  have  just  one  platform: 
Get  those  people  with  the  funny  ac- 
cents and  strange  habits  out  of  our 
neighborhoods. 

To  frilly  grasp  how  these  election 
results  are  redrawing  Europe's  politi- 


The  world's  poor  and  oppressed  are  heading  to  Europe. 

Europe  needs  to  gain  control  over  Immigration,  and  yet  reasoned  dialogue  is  missing  from  the  debate. 

Says  an  expert:  "You  mention  immigration  and  Europeans  get  hysterical." 
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The  new  Isuzu  Trooper  has  been  thoughtfully  redesigned  to  include  a  powerful  190 
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horse,  V6  dual  overhead  cam,  24'valve  engine*  which  can  eat  up  a  stretch  of  high' 


way  pretty  quick.  Even  that  steep  part.  You  know,  the  one  that  every  slow  moving 
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vehicle  in  the  world  knows  you're  going  to  be  on  so  they  go  there  just  to  irritate 


® 


you?  Well,  dust  em  with  that  new  Trooper  of  yours.  I  ^^^J^b  ^J 

Practically/y4mjzing 


Europe's  immigration  problem 

cal  map,  it  pays  to  listen  to  Munich's 
powerful  city  councillor,  Peter  Uhl. 
He  is  no  far-out  David  Duke  type  but 
a  leading  member  of  the  CSU  party, 
the  southern  German  sister  party  and 
coalition  partner  of  Chancellor  Hel- 
mut Kohl's  CDU.  "The  boat  is  fiill," 
insists  Uhl,  in  his  tidy  office.  "We 
can't  save  Calcutta  by  bringing  Cal- 
cutta to  us." 

This  from  a  responsible,  main- 
stream German  politician.  Without 
quite  intending  to,  Uhl  has  borrowed 
the  rhetoric  from  the  fringe  Die  Re- 
publikaner  party's  Bavarian  head- 
quarters, an  office  behind  a  tanning 
salon  in  an  unfashionable  quarter  of 
Munich.  Past  the  tight  security  and 
steel  door  a  party  poster  depicts  a  boat 
overloaded  with  cartoon  Africans,  Ar- 


Die  Republikaner  par- 
ty's Bavarian  headquar- 
ters is  behind  a  tanning 
salon  in  an  unfashionable 
quarter  of  Munich.  Past 
the  tight  security  and 
steel  door  a  poster  de- 
picts a  boat  overloaded 
with  Africans,  Arabs, 
Russians.  "The  boat  is 
fiill,"  reads  the  caption. 


abs,  Russians.  The  caption:  "The  boat 
isflill." 

Uhl  and  other  mainstream  politi- 
cians are  migrating  toward  the  posi- 
tions of  what  can  only  be  called  racism 
in  order  to  recover  votes  from  these 
emerging  extreme  nationalists. 

But  how  can  Europe  keep  out  these 
huddled  masses  without  adopting  the 
practices  of  a  police  state?  It  probably 
can't.  In  London  foreigners  must  car- 
ry green,  alien  "registration"  papers 
and  notify  local  police  every  time  they 
change  neighborhoods. 

In  the  streets  of  Genoa  carabinieri 
with  machine  guns  routinely  demand 
to  see  the  papers  of  immigrants,  frisk- 
ing them  during  the  process. 

Germany  is  rapidly  moving  toward 
setting  up  giant  internment  camps  for 
asylum  seekers.  Fenced  in  and  forbid- 
den to  leave  the  camps,  hordes  of 
asylum  seekers  will  be  efficiently  pro- 
cessed by  an  army  of  officials  and 
judges.  The  reported  response  of  a 
defensive  German  politician  support- 
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ing  the  idea:  "No  one  is  going  to  put 
up  any  barbed  wire." 

But  if  barbed  wire  is  too  much  a 
symbol  of  Hiderism  and  Stalinism, 
fences  and  armed  guards  and  helicop- 
ter patrols  apparendy  are  not.  It  now 
seems  certain  that  Europeans  will  put 
up  with  a  fair  amount  of  authoritar- 
ianism rather  than  risk  being  overrun 
by  foreigners. 

It  is  easy  to  dismiss  the  ultraright 
parties  because  their  leaders  are  so 
repugnant.  Franz  Schonhuber,  leader 
of  the  Republikaner  party  in  Germa- 
ny, is  a  former  member  of  the  SS; 
France's  Jean-Marie  Le  Pen  keeps  a 
pet  white  rat,  a  symbol  of  racial  purity, 
and  lovingly  kisses  it  on  the  mouth  for 
television  cameras.  You  can  despise 
these  people,  but  you  cannot  ignore 
that  their  and-immigration  messages 
resonate  among  ordinary  burghers. 

Take  the  situation  in  Germany, 
whose  constitution  guarantees  a  ha- 
ven to  victims  of  political  persecution. 
Applications  for  asylum  have  been 
doubling  every  two  years.  No  one 
believes  that  political  persecution  is 
on  the  rise;  but  more  and  more  for- 
eigners are  claiming  the  right  to  asy- 
lum in  order  to  earn  German  money. 
About  70%  of  Europe -bound  immi- 
grants flock  to  Germany,  because  as 
soon  as  an  immigrant  crosses  the  bor- 
der and  requests  asylum,  the  state  rolls 
into  a  lengthy  government-paid  re- 
view and  appeal  process.  In  1990, 
when  the  recent  wave  of  immigration 
seemed  to  have  peaked,  1.1  million 
immigrants  arrived  in  Germany,  an 
already  densely  packed  nation  of  70 
million. 

Munich's  story  is  typical.  This 
wealthy  Bavarian  city  is  absorbing 
1,000  political  asylum  seekers  a 
month,  mostiy  from  Zaire,  Togo,  Ni- 
geria, Yugoslavia,  Russia  and  Roma- 
nia. Some  of  these  immigrants  have 
been  smuggled  into  the  country  by 
Eastern  bloc  mafias  charging  up  to 
$900  a  head. 

It  costs  Munich  $16  a  night  to 
house  an  immigrant;  he  gets  another 
$235  a  month  for  food,  drink  and 
cigarettes  until  he  can  find  a  job. 
That's  a  lot  more  money  than  he  or 
she  could  possibly  earn  at  home — if 
there  were  even  jobs  available.  So 
acute  has  the  situation  become  that 
the  city  now  houses  single,  male  black 
immigrants  in  steel  containers  pro- 
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tected  by  wire  fences  on  the  There - 
sienwiese,  the  park  of  the  nationalistic 
Oktober-Fest. 

Only  3%  to  8%  of  the  political  asy- 
lum seekers  are  eventually  granted 
asylum  status.  But  cases  are  appealed 
and  fought — a  process  that  lasts  any- 
where from  two  to  six  years. 

Vadim  Melnitchukowski  is  a  goa- 
teed,  once  dissident  Russian  Ortho- 
dox priest  who  has  lived  the  last  two 
years  in  two  cramped  rooms  at  the 
Franz-Mader  holding  camp  with  his 
wife  and  five  children.  He  offers  tea 
from  a  samovar  and  tells  Forbes  that 
his  asylum  request  was  turned 
down — Russia  is  now  a  democracy — 
but  the  family  has  switched  tack.  Now 
his  wife  is  trying  to  prove  she  has 
German  blood  and  has  a  right  of 
citizenship.  Outside  his  door  Afghani 
women  are  frying  bread. 

Like  Melnitchukowski,  the  vast 
majority  of  Munich's  asylum  seekers 
are  eventually  told  that  as  "economic 
refugees"  they  have  no  right  to  stay. 
Some  get  on  the  plane  and  start  the 
process  in  a  new  country;  a  lot  of  them 
go  underground.  "Wc  estimate  a 
third  to  a  half  go  into  the  black  mar- 
ket," says  Uhl. 

In  the  absence  of  a  serious  debate 
and  reform  proposals,  however,  the 
issue  is  left  to  the  extremists  to  ex- 
ploit. "You  mention  immigration  and 


Europeans  get  hysterical,"  says  Mark 
Miller,  an  associate  professor  of  politi- 
cal science  at  the  Universit)^  of  Dela- 
ware. "There's  such  palpable  tension 
that  it  is  very  hard  to  talk  reasonably 
about  a  general  policy  for  family  re- 
unification, admittance  of  reftigees 
and  bringing  in  needed  workers." 

"Europeans  are  essentially  anti-im- 
migration," explains  Philip  Muus  at 
the  Center  of  Migration  Research, 
University  of  Amsterdam.  "Unlike 
the  U.S.,  the  positive  effects  of  immi- 
gration are  never  stressed." 

For  example,  few  Europeans  ask 
themselves  who  would  clean  their 
streets  or  do  night  duty  at  their  hospi- 
tals if  immigration  were  to  dr\'  up. 
Instead  they  look  only  at  the  cost  side 
of  immigration.  Munich's  Uhl  tells 
FoRBHS  that  if  you  add  in  the  cost  of 
policing  and  pensions  and  whatnot, 
immigrants  probably  cost  Germany 
well  over  $6  billion  a  year. 

Uhl  is  looking  at  only  one  side  of 
the  ledger.  Economists  ha\'e  consis- 
tently iound  that  immigrants  pump 
more  into  an  economy  than  they  take 
out.  Academician  Julian  Simon,  in  his 
seminal  study  'Hjc  Economic  Conse- 
qucficcs  of  lunnijvntiou,  found  that 
immigrants  in  the  U.S.  work  more, 
save  more,  are  more  inclined  to  start  a 
new  business  and  use  fewer  social 
seiA'ices  than  the  existini;  labor. 


Munich's  single, 
male  asylum  seekers 
living  in  steel 
containers 
"The  situation 
just  overran  us," 
says  an  official. 


Vadim  Melnitchu- 
kowski, Russian 
Orthodox  priest 
Wanting  a  better 
life  for  his  wife  and 
five  children. 


Confirming  Simon's  studies  is  the 
work  of  Hans  Dietrich  von  Loctfcl- 
hoz,  a  researcher  at  Germany's  presti- 
gious think  tank,  Rlieinisch  Westfa- 
lisches  Institut  fiir  Wirtschaftsfor- 
schung.  He  calculated  that 
Germany's  immigrants  added  SI 20 
billion  to  the  natiiMi's  t;nr  through 
increased  producti\  ity  during  the  last 
25  years,  and  even-  100,000  of  them 
add  S^00  million  a  vcar  to  the  tax 
rolls.   End  result:  Germanv's  iniini 
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They're  frequent  visitors  to  Japan,  where  he's  ridden 
mountain  bikes  of  his  own  design  on  Mount  Fuji.  They've 
wined  and  dined  their  way  through  Italy  and  enjoyed 
evenings  at  the  theatre  in  London,  during  business  trips  to 
Europe.  Back  home,  they  get  a  workout  just  keeping  up 
with  his  two  young  children.  But  most  important,  they've 
led  millions  of  people  all  over  the  world  to  happier, 
healthier  lives  through  his  development  of  the  sport  of 
mountain  biking. 

The  Pesaro  from  Bostonian.  As  worn  by  Gary  Fisher, 
innovative  bicycle  designer,  traveler,  theatre  lover,  husband, 
father,  and  founder  of  Gary  Fisher  Bicycle  Company,  San 
Rafael,  California. 
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grants  produce  a  minimum  w^^gain  of 
$15  billion  a  year  for  the  state. 

London  is  a  fine  example  of  the 
principle  at  work,  where  Asians  have 
greatly  enhanced  the  city's  livability. 
Every  neighborhood  now  has  a  cor- 
ner shop  like  the  one  run  by  Ghulam 
Halid  in  affluent  Swiss  Cottage.  In 
1967  he  arrived  from  Pakistan.  Today 
Halid  and  relatives  keep  his  store  open 
seven  days  a  week  by  working  14- 
hour  days.  The  working  couples  of 
the  neighborhood  depend  on  him  for 
odd-hour  purchases  of  Spanish  on- 
ions, run-resistant  stockings,  the  oc- 
casional botde  of  Chianti. 

Indeed,  in  just  30  years  Britain's 
industrious  Asian  immigrants  have 
become  a  vital  economic  force  to 
reckon  with.  Dangerous  radicals.^  Un- 
wanted intruders.^  At  the  height  of  the 
recent  election  that  returned  John 
Major  to  power,  a  fleet  of  Mercedes 
unloaded  wealthy  Asians  at  the  Caval- 
ry and  Guards  Club  in  Piccadilly.  The 
Home  Secretary  was  giving  a  pep  talk 
to  the  Durbar  Club,  a  group  of  Asian 
millionaires  who  help  finance  the 
Tory  party. 

The  Continent  is  rapidly  aging. 
Under-20-year-oids    accounted    for 


Workers  in  London's  Chinatown 
Assimilation?  No  thanlcs. 


30%  of  the  EC's  population  in  1980, 
just  25.5%  ten  years  later.  What  new 
workers  will  pay  into  the  social  securi- 
ty system  supporting  ever  more  pen- 
sioners.'' It  is  unlikely  that  younger 
Europeans  will  be  able  to  support 
their  elders  in  an  efficient  economic 


way,  concluded  a  Eurostat  study, 
"without  having  to  rely  on  imported 
labor."  Says  Amsterdam's  Muus: 
"We  need  immigrants." 

Yet  European  rightists  point  to  Los 
Angeles  as  proof  that  a  melting-pot 
society  can't  work.  The  boss  of  the 
Bavarian  wing  of  the  Republikaners, 
Wolfgang  Hiitd,  savs  flady:  "I  believe 
the  U.S.  will  fall."  ' 

What  this  fatuous  remark  shows  as 
much  as  anything  is  an  unwillingness 
by  most  European  societies  to  even 
try  the  melting-pot  concept.  In  Hol- 
land, for  example,  asylum  seekers 
can't  work  for  at  least  three  years, 
which  makes  them  an  unproductive  : 
burden  on  the  state.  Why  are  politi- 
cians surprised  if  taxpayers  resent  im- 
migrants? Most  immigrants  want  to 
learn  Dutch,  but  they  encounter  hid- 
den barriers. 

In  the  U.S.  assimilation  has  tradi- 
tionally been  the  solution,  a  sort  of 
assimilation  where  the  immigrants 
have  not  only  adopted  some  of  the 
native  culture  but  have  contributed  to 
it  as  well;  everything  thrown  into  a 
melting  pot  ends  up  as  part  of  the 
resulting  broth. 

The  European  right  and  the  Ameri- 
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can  left  have  a  lot  in  common;  both 
argue  that  the  melting  pot  is  a  bad 
thing.  The  European  right  proposes 
to  deal  with  the  problem  by  keeping 
foreigners  out  of  their  genetic  and 
cultural  soup;  the  American  left  advo- 
cates, in  effect,  using  different  pots  for 
each  group. 

In  Europe,  immigrants  make  a 
handy  lightning  rod  for  popular  dis- 
satisfaction. In  France,  for  example, 
chronically  high  unemployment  is 
blamed  on  immigrants.  The  real  vil- 
lain here — as  elsewhere  in  Europe — is 
the  welfare  state.  According  to  the 
OECD,  France's  unemployment  is 
caused  by  rigid  labor  laws,  excessively 
high  minimum  wages,  poor  mobility. 

Many  Germans  blame  a  housing 
shortage  on  immigrants.  But  why 
hasn't  new  housing  been  erected  to 
satisfy  the  demand?  Blame  Germany's 
anal-retentive  housing  regulations: 
The  government  has  scared  off  inves- 
tors by  constandy  boosting  tenants' 
rights;  construction  standards,  af- 
firms the  Munich-based  economic  in- 
stitute IFO,  are  some  of  the  toughest  in 
Europe. 

None  of  this  makes  it  any  easier  for 
the  U.S.  to  deal  with  its  race  prob- 
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lems.  But  it  ought  to  make  Europeans 
think  twice  before  criticizing  the 
U.S.:  However  profound  our  race 
problems,  we  have  gone  much  fiirther 
toward  creating  a  working  melting 
pot  for  humanity  than  they  have. 
Even  as  Americans  strive  honesdy  if 


sometimes  clumsily  to  create  a  more 
egalitarian  society,  Europe  is  well  on 
its  way  toward  throwing  up  walls  of 
protectionism  and  police  supervision 
against  foreigners — threatening  both 
its  own  economic  growth  and  its  own 
liberties.  ^ 


The  Driver. 


And  Motorola  microcontrollers  help  them  keep  their  engines  running  full  bore.  From  race 
cars  to  cellular  phones,  the  world's  most  innovative  products  are  powered  by  Motorola. 
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When  people  travel  in  Europe  they  often  buy  a  package  tour.  When 
small-business  owners  buy  insurance,  they  often  buy  several  policies 
in  separate  transactions.  Here's  a  cheaper,  more  convenient  way. 

One -stop 
policy  shopping 


By  Carolyn  T.  Geer 

If  you  want  to  go  to  Europe  and  see 
11  cathedrals  in  five  countries,  you 
can  spend  days  and  run  up  big  tele- 
phone bills  making  the  arrangements 
yourself.  Or  you  can  buy  a  package 
tour.  It's  not  only  more  convenient 
but  also  a  lot  cheaper.  The  packager 
figures  out  which  cathedrals  most 
people  want  to  see,  negotiates  volume 
discounts  fi-om  the  airlines  and  hotels 
and  takes  care  of  most  of  the  details. 
All  you  have  to  do  is  write  a  check  and 
show  up. 

William  Poe  has  built  a  verj^  profit- 
able insurance  brokerage  business, 
Poe  &  Associates,  Inc.,  of  Tampa, 
Fla.,  by  becoming  the  equivalent  of  a 
tour  packager  in  property  and  casualty 
insurance.  Poe,  chairman  and  chief 
executive  officer,  targets  proprietors 
of  specialized  businesses.  These  in- 
clude apartment  house  owners,  fiiner- 
al  home  directors,  armored  car  opera- 
tors, doctors,  pharmacists,  tow  truck 
operators,  optometrists,  beer  distrib- 
utors, dentists  and  amusement  park 
operators. 

These  people  need  all  kinds  of  cov- 
erage. An  armored  car  operator,  for 
example,  needs  to  be  insured  against 
the  theft  of  the  cargo  (money),  liabil- 
ity in  case  his  employee  is  forced  to 
pull  a  gun  on  someone,  and  destruc- 
tion of  the  contents  of  the  vaults  in  his 
warehouse.  The  operator  can  get  it 
through  one  or  more  conventional 
agents  who  shop  around  and  buy 
dirterent  coverage  from  difierent 
companies.  A  fire  and  theft  policy 
might  come  from  C^hubb,  a  liabilir\' 
policy  from  Transamerica,  an  auto 
policy  from  cna  and  so  on. 

Poe  &  Associates  offers  an  alterna 
tive  to  this  piecemeal  apprt)ach.  Poe 
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Poe  &  Associates'  William  Poe  (left) 
and  Bob  Jordan 

Why  shop  around  when  they'll 
do  it  for  you? 


figures  out  what  coverages  a  special- 
ized business — an  armoured  car  oper- 
ator, say,  or  a  dentist — needs.  He  then 
creates  a  single,  standardized  policy 
for  that  business  that  combines  all  the 
required  policies,  and  gets  an  insurer 
to  underwrite  it. 

Because  Poe  amalgamates  individ- 
ual business  proprietors  into  fairly 
large  groups  and  provides  a  nation- 
wide network  of  agents  to  market  his 
policies,  the  underwriters  usually 
quote  better  rates  on  Poe\s  standard 
izcd  policies  than  the  customers  and 
their  local  agents  can  get  buying  sepa 
rate  policies.  Like  the  tour  operator, 
Poe  then  passes  on  some  of  tho.sc 
savings  to  the  customers. 

Several  years  ago  one  of  Poc's 
agents  noticed  that  lawyers  were  pay- 
ing $140  a  year  just  for  errors-and- 
omissions  malpractice  ccneragc.  Poe 
created    a   siandardi/ed    policy    that 


packaged  the  legal  malpractice  insur- 
ance together  with  coverage  for 
things  like  law  books  and  accounts 
receivable.  Then  underwritten  by 
Gulf  Insurance  Co.,  the  all-inclusive 
policy  for  lav  yers  was  marketed  by 
Poe  for  SI 60  a  year — a  big  savings 
over  what  the  lawyers  would  have  paid 
to  buy  individual  policies  covering 
malpractice,  law  books  and  accounts 
receivable  separately. 

Can  local  insurance  agents  do 
what  Poe  &  Associates  does?  Not 
easily.  They  might  have  demand  for 
a  few  such  policies  in  their  immedi- 
ate locality,  but  Poe,  with  nearly  na- 
tionwide coverage,  can  sell  hundreds 
or  thousands.  Poe  &  Associates  re- 
tails its  standardized  policies 
through  its  own  agents:  it  has  26 
agencies  in  nine  states  and  is  actively 
looking  to  acquire  more.  In  addi- 
tion, Poe  wholesales  its  policies 
through  a  network  of  130  indepen- 
dent insurance  agents  throughout 
the  country. 

Besides  packaging  and  standardiz- 
ing policies,  Poe  adds  value  another 
way:  by  thinking  up  new  kinds  of 
insurance  not  generally  available  for 
the  businesses  he  targets  and  blend- 
ing the  new  coverage  into  his  stan- 
dardized policies.  .-K  good  example  of 
this  is  a  policy  to  be  introduced  next 
month  for  tow  truck  operators.  Tow- 
truck  people  ni>rmally  buy  auto  in- 
surance and  policies  cmering  tcx)ls 
and  equipment  and  the  cars  they 
tow .  Buying  these  policies  separately 
costs  the  npical  tin\  truck  operator 
around  $vaS,000  a  year  in  premiums. 

After  studying  the  towing  busi- 
ness, 1\k  thought  up  \\\  additional 
type  of  coverage:  a  policv  covering 
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Some  Arguments  For  Nuclear  Energy 
Are  Smaller  Than  Others. 


Around  the  nuclear  electric  plant  on  Florida's 
Hutchinson  Island,  endangered  wildlife 
have  a  safe  haven.  The  baby  sea  turtles 
hatching  on  nearby  beaches  are  more 
evidence  of  the  truth  about  nuclear  energy: 
it  peacefully  coexists  with  the  environment. 


America's  110  operating  nuclear  plants 
don't  pollute  the  air,  because  they  don't 
burn  anything  to  generate  electricity.  Nor  do 
they  eat  up  valuable  natural  resources  such 
as  oil  and  natural  gas. 

Still,  more  plants  are  needed— to  help 


satisfy  the  nation's  growing  need  for  elec- 
tricity without  sacrificing  the  quality  of  our 
environment.  For  a  free  booklet  on  nuclear 
energy,  write  to  the  U.S.  Council  for  Energy 
Awareness,  P.O.  Box  66080,  Depl.  TR09, 
Washington,  D.C.  20035. 


Nuclear  Energy  Means  Cleaner  Air. 


©  1992  USCEA 
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INTRODUCING  A  TRUCK  COMPANY'S  N 
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As  you'd  expect,  it  extends  beyond  a  simple  station  wagon.  In     bulk  outside,  yet  more  legroom,  width,  cargo  space  and  fror 
fact,  our  all-new  Suburban  carries  up  to  nine  passengers  facing      seat  shoulder  room  inside.  Seats,  instrument  panel  and  inte 


forward,  and  is  so  powerful  it  can  tow  some  of  your 
biggest  trailers  and  boats.  And  every  commanding 
inch  and  ounce  has  been  redesigned  for  1992.  To 
give  you  even  more  of  the  extraordinary  comforts 
and  capabilities  that  caused  one  automotive  writer* 
to  enthuse:  "A  better  blend  of  utility,  comfort,  safety 
and  style  in  a  motor  vehicle  is  difficult  to  imagine." 
For  example.  Suburban  now  tows  up  to  five 
tons,'  a  full  500  pounds  more  than  before.  New  aero- 
dynamics virtually  eliminate  wind  noise.  There's  less 


*  Detroit  News  12/11/91 

tProperly  equipped  including  passengers,  cargo  and  trailer. 


lUSTONK  OF  SUBURBANS 
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trim  are  all-new:  third-seat  passengers  now  enjoy 
their  own  recessed  foot-well  and  separate  availabl* 
climate  control  system.  And  in  an  age  that  increas " 

I 

ingly  sees  six  cylinders  as  sufficient.  GMC  Suburbs 
gives  you  the  assurance  of  standard  5-7  bter  or  ava 
able  7.4  liter  V8  power.  As  well  as  the  technical 
sophistication  of  an  available  electronically  con- 
trolled automatic  transmission  on  3/4-ton  models 
And  the  advanced  safety  of  4-wheel  anti-lock 
braking  on  all  models. 
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lA  Of  THE  PERFECT  WAY  TO  TRAVEL. 


But  the  full  appreciation  of  Suburban's  newness  comes  from 
lind  the  wheel.  Reporting  on  the  benefits  of  the  new  longer 
leelbase  and  independent  front  suspension,  Trailer Lifewioie. 
very  smooth,  controlled  boulevard  ride.  We  found  steer- 
l  characteristics  impossible  to  fault, 
lad  feel  was  excellent. . .  requiring 
de  more  than  a  twofinger  effort  on 
e  steering  wheel"  Driving  accolades 
the  more  impressive  when  you 


consider  the  editors  were  towing  a  27-foot  travel  trailer  at  the  time. 
Inspect  our  all-new  Suburban  at  your  GMC  Tmck  dealer's. 
It's  the  only  vehicle  that  gives  you  the  strengths  of  a  tmck,  the 
versatility  of  a  van  and  -  for  1992  -  the  smooth,  quiet  ease  and 

comfort  of  a  luxury  sedan.  Com- 
bined with  the  strength  of  90  years 
of  GMC  Truck  experience. 

For  more  Suburban  informa- 
tion, call  1-800- S79- 4621. 


-FUN  TO  DRIVE  SOLO  ON  MOUNTAIN  ROADS "  -Tnder  Lie 


C  GMC  Truck  and  Suburban  are 

stirtd  trademarks  of  General  Motors  Coiporatloa 


THE  STRENGTH  OF  EXPERIENCE 


019g2GMCoip  All  Rights  Reserved  fiflllQlSl 
Buckle  up  AmeiKal  \^\jrm\J. 


fe 


lost  income  caused  by  a  disabled  tow 
truck.  Poe  combined  this  new  cover- 
age with  the  other  policies  that  tow- 
ing company  owners  buy  and  came 
up  with  a  policy  priced  at  $40,000  a 
year — more  than  what  the  tow  truck 
operators  had  been  paying,  but  very 
reasonable  when  the  new  lost-in- 
come coverage  is  factored  in. 

Poe  started  Poe  &  Associates  in 
1956  widi  $14,000  from  his  family 
and  $6,000  of  his  own  cash,  after 
studying  insurance  at  the  University  of 
Florida.  President  V.C.  (Bob)  Jordan, 
now  61,  developed  the  firm's  first 
standardized  policy  in  1969,  when  he 
packaged  dental  malpractice  insur- 
ance together  with  other  coverages 
like  fire  insurance  for  patients'  records 
and  X  rays.  Today  Poe's  dentists' 
insurance  package  insures  35,000 
dentists  nationwide — more  than  a 
quarter  of  all  private  practicing  den- 
tists— and  accounts  for  about  $7.5 
million,  or  15%,  of  Poe's  revenues. 

Poe  brought  his  company  public  in 
1973  and  then  took  a  sabbatical  to 
serve  as  mayor  of  Tampa  from  1974 
to  1979.  Sticking  to  its  strategy  of 
marketing  standardized  policies  to 
specialized  businesses  has  made  the 
company  one  of  the  country's  most 
profitable  brokerages.  Poe  &  Asso- 
ciates posted  record  revenues  and 
earnings  last  year,  netting  $4.6  mil- 
lion, or  93  cents  per  share,  on  reve- 
nues of  $48.5  million — this  in  the 
midst  of  a  protracted  price  war  in  the 
property/casualty  industry  that  has 
depressed  retail  premiums  and  bro- 
kers' commissions  for  six  years  run- 
ning. Among  pubhcly  traded  insur- 
ance brokers,  the  company's  15%  pre- 
tax profit  margins  were  second  only  to 
Marsh  &  McLennan's  19%.  Now  60, 
Bill  Poe  still  owns  25%  of  the  compa- 
ny; the  stake  is  currendy  worth  nearly 
$20  million. 

Lately  competition  in  Poe's  lucra- 
tive insurance  niche  has  been  heating 
up.  For  example,  Rollins  Burdick 
Hunter,  a  division  of  Chicago's  Aon 
Corp.,  has  been  stepping  up  its  efforts 
to  acquire  specialty  brokerage  firms. 
"It's  the  wave  of  the  fijture  in  the 
brokerage  industry,"  says  analyst 
Thomas  Roscncrants  of  Robinson 
Humphrey  Co.,  speaking  of  packaged 
business  insurance. 

Having  started  the  wave,  Poe  isn't 
about  to  get  pushed  off" it.  ^M 


He  calls  himself  just  a  good  old  boy  from  Georgia, 
but  Pat  Thomas  has  beaten  out  the  biggest  banks 
to  gain  a  major  share  of  the  nation's  financial 
transactions.  Now  he  is  moving  into  processing 
health  care  claims. 

Feel  the  volume 


By  Christopher  Palmeri 

Patrick  Thomas,  chairman  of  Adan- 
ta- based  First  Financial  Management 
Corp.  (1991  revenues,  $1.2  billion, 
net  $89  million),  delights  in  playing 
the  country  bumpkin — right  down  to 
chewing  Red  Man  tobacco  at  9:30  in 
the  morning  and  spitting  into  a  plasdc 
cup.  "I'm  just  a  good  old  southern 
boy,"  he  says  disingenuously.  But  the 
fact  is,  Thomas,  49,  is  one  of  the 
shrewdest  businessmen  around. 

Since  Thomas  became  president  in 
1974,  First  Financial  has  grown,  with- 
out much  public  attention,  from  a 
tiny  grouping  of  banks'  back-office 
operations  into  one  of  the  largest  data 
processing  and  financial  ser\'ices  firms 
in  the  country.  Today,  for  example. 
First  Financial  is  the  nation's  largest 
processor  of  credit  card  transactions 
for  retailers,  restaurants  and  other 
merchants,  and  is  the  second- largest 
independent  processor  of  health  care 
claims.  It  also  owns  Georgia  Federal, 
the  state's  largest  thrift. 

Thomas'  strategy  is  pretty  straight- 
forward and  is  carried  out  with  mili- 
tary precision  and  obsessive  planning 
by  this  former  Army  Ranger.  He  looks 
for  highly  fragmented  service  indus- 
tries and  then  makes  a  blizzard  of 
acquisitions,  more  than  60  since 
1983,  to  create  a  decent-size  busi- 
ness. At  the  same  time,  he  automates 
and  adds  computer  technology'  that 
will  both  improve  efficiency  and  add 
more  services  that  can  be  sold  to  his 
customers.  Consolidate,  automate 
and  dominate  is  how  one  analyst  ex- 
plains his  strategy.  "I  believe  those 
were  my  words,"  says  wisecracking 
Thomas  with  a  sly  grin. 

First  Financial's  origin,  in    1971, 
was  the  consolidation  of  the  data  pro 
cessing    departments    of   Augusta's 


First  Railroad  Bank  and  a  number  of 
other  banks  in  central  Georgia. 
Thomas,  an  executive  at  Adanta's 
First  National  Bank,  joined  the  group 
before  it  was  a  year  old  and  became  its 
president  three  years  later.  Early  ac- 
quisitions were  other  small  back- 
room processors.  But  Thomas  want- 
ed to  diversify.  In  1987  he  acquired 
NaBanco,  which  processes  credit  card 
transactions  for  all  kinds  of  mer- 
chants. A  string  of  acquisitions  in  this 
business  since  then  has  given  First 
Financial  18%  of  the  merchant  credit 
card  market. 

For  major  clients  such  as  the  Limit- 
ed and  Hyatt  Hotels,  First  Financial 
checks  the  customer's  account  status, 
authorizes  the  transaction  and  trans- 
fers the  fijnds  into  the  merchant's 
account.  These  days,  much  of  First 
Financial's  checking  is  done  electron- 
ically in  about  seven  seconds.  Cus- 
tomers— and  merchants — like  the 
lack  of  hassle.  And  the  company  re- 
cently introduced  a  system  in  which 
the  customer  signs  directly  on  an 
electronic  pad,  thus  avoiding  losses 
that  arise  when  the  paper  slip  is  mis- 
laid and  the  customer  later  denies 
making  the  purchase. 

Making  money  from  processing 
credit  card  transactions,  for  a  fee  of 
about  a  penny  and  a  half  for  ever\' 
dollar  spent,  requires  volume  as  well 
as  efficiency.  First  Financial  handled 
750  million  transactions  in  1991  for 
goods  and  sen  ices  worth  535  billion. 
This  amounts  to  about  50%  of  the 
companv's  revenues.  It  has  been 
growing  at  better  than  20%  a  year. 

Now  Thomas  has  branched  out 
again,  into  health  care  claims  process- 
ing. In  its  largest  acquisition  yet  in  this 
field.  First  Financial  paid  5116  mii- 
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AN  END  TO  MASSIVE  LAYOFFS 

AS  EXHIBITED  BY  THE  Chameleonidae  Dilepis. 


It's  the  nature  of  business.  When  the  econonny  goes,  so  do 
people.  But  layoffs  cost  money.  And  morale.  Not  the 
best  way  to  adapt  to  a  changing  business 
environment.  Olsten  has  the  solution:  flexibility. 
With  the  Olsten  Flexible  Workforce,  the  ability 
to  respond  effectively  to  economic  trends  is  built 
into  the  structure  of  your  company.  You're  ne\er 
overstaffed  or  understaffed,  instead, 
you  maintain  a  core  of  full-time  workers. 
Then,  when  production  increases  and 
needs  change,  Olsten  supplies 
you  with  appropriately  skilled 
temporary  workers.  You  get  the  job 
done  more  efficiently  and  economically. 
Morale  is  maintained.  As  well  as  productivity. 

So  make  Olsten  your  partner  in  flexibility.  And 
prepare  your  company  for  the  future,  whatever 
changes  it  brings.  You  won't  have  to  let  people  go. 
Just  your  old  concepts  of  how  to  manage  them.     eiBBimotaeno.porainnpnwrci^.'-. 
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Temporary  Services 


THE     WORKING      SOLUTION' 


First  Financial  Management 


First  Financial  Management  Ctiairman  Patrick  Thomas 

Do  you  know  this  man?  He  gets  a  piece  of  many  of  your  purchases. 


lion  in  April  for  Salt  Lake  City- based 
Alta  Health  Strategies,  the  largest 
processor  of  health  care  claims  for 
companies  that  self-insure.  But  Alta 
does  more  than  just  process  claims. 
Customers  such  as  Hewlett-Packard 
and  Cincinnati  Milacron  depend  on 
the  company  to  help  design  benefit 
programs,  authorize  payment  of 
claims  and  monitor  doctors  and  hos- 
pitals selected  for  group  plans. 
Healthcare  is  growing  over  30%  a  year 
and  is  expected  to  make  up  16%  of 
First  Financial's  revenues  this  year. 

Despite  the  slew  of  acquisitions. 
First  Financial  is  not  swimming  in 
debt.  Thomas  has  on  four  occasions 
raised  money  for  his  buying  sprees  by 
selling  more  shares  to  the  public.  At 
other  times  he  made  acquisitions  for 
stock.  This  way,  Thomas  has  kept 
First  Financial's  debt  to  just  15%  of 
equity. 

Shareholders  lucky  enough  to  have 
bought  at  the  company's  initial  public 
offering  in  1983  have  more  than 
quintupled  their  money.  But  First 
Financial  is  no  glamour  stock.  At  a 
recent  price  of  28,  the  stock  is  trading 


for  less  than  16  times  1991  earnings 
and  13  times  estimated  earnings  for 
this  year.  By  comparison,  American 
Express  and  Sears  (no  shining  stars 
they)  recendy  sold  shares  in  their 
credit  card  processing  subsidiaries. 
They  now  trade  at  multiples  of  20  and 
25  times  earnings. 

In  part.  Wall  Street's  disdain  arises 
from  the  fact  that  First  Financial  is 
hard  to  keep  track  of,  as  it  adds  major 
new  businesses  such  as  credit  card 
processing  and  now  health  care  man- 
agement. "We're  in  a  constant  state  of 
change,"  admits  Thomas.  And  its  ear- 
lier meteoric  growth,  though  still  fast, 
has  slowed.  But  a  large  part  of  the 
problem  seems  to  be  Thomas'  out-of- 
the- groove  and  controversial  1989 
acquisition  of  Georgia  Federal,  a  $4.7 
billion  asset  thrift,  for  $240  million 
from  Fuqua  Industries. 

Thrifts  were  dying  at  the  time,  and 
First  Financial  had  no  experience  as  a 
lender.  However,  Thomas  defends 
this  move  in  two  ways.  First,  owning  a 
thrift  allows  him  to  be  a  member  of 
the  MasterCard  and  Visa  consor- 
tiums, making  it  easier  and  cheaper  to 


process  these  transactions. 
Second,  his  membership  let  J 
him  sidestep  the  Master- 
Card and  Visa  clubs'  efforts 
to  squeeze  nonbank  credit 
card  processors. 

What's  more,  though 
Georgia  Federal  hasn't 
grown  much  since  the  ac- 
quisition, good  manage- 
ment and  good  timing  have 
paid  off.  Its  return  on  assets 
and  nonperforming  loans 
outstanding  have  im- 
proved. Its  capital  ratio 
now  ranks  it  in  the  top 
quarter  in  the  nation  for 
thrifts  its  size. 

There   is,   of  course,   a 
dangerous  side  to  making 
constant  acquisitions,  con- 
stantiy   moving   into   new 
busmesses:   Management's 
eyes  slip  off  existing  busi- 
nesses. And  this  has  hap- 
pened to  Thomas  and  First 
Financial's    original    busi- 
ness. Data  processing  for 
banks  has  been  steadily  los- 
ing customers  over  the  last 
few  years  and  last  year  made 
up  just  7%  of  the  company's 
sales.    One    bank   manager  who   is 
thinking  about  changing  vendors  says 
that  service  has  slipped.  "I  feel  that  we 
are  not  a  priority  for  them  anymore," 
he  says. 

What's  happened  here  is  that 
Thomas  has  characteristically  been  at- 
tracted by  something  new.  In  this 
case,  it's  new  software  and  a  new 
system  being  jointiy  developed  in  a 
$100  million  project  with  IBM. 
Thomas  admits  not  doing  much  for 
customers  on  the  original  systems. 
"We  knew  we'd  take  some  hard  licks 
to  get  this  business  \\  here  we  want  it 
to  be  in  the  mid-1990s,"  he  says. 

But  then  Thomas  is  always  thinking 
about  the  next  step.  He  en\isions  a 
day  when  all  kinds  of  purchases — 
from  health  care  to  food  stamps  to 
cable  TV  mo\ies — will  involve  some 
t>'pe  of  credit-card-like  transaction. 
"Ultimately,  cvcr>'  transaction  will  be 
triggered  by  some  kind  of  mulrifiinc- 
tioned  plastic  card,"  he  says.  "Already 
millions  of  consumers  do  business 
with  me  and  the>-  don't  even  know- 
it."  And  those  millions  and  millions 
soon  add  up  to  billions.  ^M 
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Inf  redibly  International 


Manhattan  skyline 

Consistent  service  quality  and  far-sighted  strategic 
thinking  are  the  foundations  of  Credit  Suisse's  inter- 
national success.  As  the  oldest  of  Switzerland's  three 
big  banks,  we  are  totally  committed  to  the  solid 
traditional  values  for  which  Swiss  banking  is  famous. 


But  our  activities  extend  far  beyond  Switzerland. 
Credit  Suisse,  in  partnership  with  CS  First  Boston  Inc., 
is  one  of  the  world's  premier  financial  services 
groups.  We  operate  effectively  in  every  market, 
offering  expert  service  with  a  global  horizon. 


We  do  more  to  keep  you 


▲ 


at  the  top. 


CREDIT  SUISSE 
CS 
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Just  when  the  banks  seemed  ready  to  lend 
money  again,  along  comes  a  new  law  that 
promises  to  stifle  credit. 

Son  of  credit 
cnuich 


By  Janet  Novack 

Is  ANOTHER  credit  crunch  in 
the  making?  That's  what  many 
bankers  and  banking  experts 
believe  could  well  be  the  im- 
pact of  Congress'  Federal  De- 
posit Insurance  Corp.  Im- 
provement Act  of  1991.  "I  call 
it  the  Credit  Crunch  Enhance- 
ment Bill  of  1991,"  says  for- 
mer FDic  Chairman  L.  WiUiam 
Seidman.  "If  there  was  ever  a 
bill  passed  that  was  going  to 
make  bankers  more  afraid  to 
make  loans,  this  would  be  it." 
Seidman  says  he  recommend- 
ed that  President  George  Bush 
threaten  to  veto  the  bill  unless 
it  was  changed,  but  his  advice 
was  ignored. 

The  bill  was  passed  last  November 
but  is  only  now  beginning  to  be  felt 
through  reams  of  regulations.  When 
it  was  passed,  the  law  was  promoted  as 
a  narrow,  noncontro\ersial  bill  to  re- 
capitalize the  near- bankrupt  Federal 
Deposit  Insurance  Corp.  But  as  the 
first  regulations  appear,  bankers  are 
starting  to  realize  how  far  the  law 
goes.  Says  former  fdic  Chairman  Wil- 
liam Isaac:  "It's  the  most  oppressive 
piece  of  banking  legislation  I  have 
ever  witnessed."  When  just  one  sec- 
tion of  the  law  takes  effect  in  Decem- 
ber 1993,  the  items  to  be  covered  by 
new  rules  will  include: 

■  How  much  a  bank  may  pay  its 
executives. 

■  The  standards  a  bank  must  use 
when  making  a  loan,  and  the  docu- 
mentation required. 

■  How  fast  a  bank  may  expand  its 
asset  base. 

■  How  much  interest  rate  risk  a  bank 
mav  take. 


A  bank  breaking  any  of  the  rules 
could  be  fined  or  ordered  to  Hmit 
asset  growth  or  the  interest  it  can  pay 
even  on  deposits  not  covered  by  fed- 
eral insurance. 

The  law  promises  to  be  hostile  to 
banks  large  and  small.  New  restric- 
tions on  how  much  banks  may  lend  to 
insiders  will  make  it  tough  for  small 
banks  in  particular  to  keep  directors. 
The  Federal  Reser\e,  meanwhile,  has 
issued  132  pages  of  proposed  regula- 
tions to  implement  the  bill's  " Truth- 
in-Savings  Act."  These  dictate,  in 
mind-numbing  detail,  how  banks 
must  disclose  interest  rates  and  terms 
of  accounts.  The  Fed  also  has  issued 
regulations  to  expand  its  authorit)' 
over  foreign  banks  operating  in  the 
U.S.  (The  act  was  so  sloppily  drafted 
that  many  foreign  banks'  branches  are 
technically  breaking  the  law  right  now 
by  taking  uninsured  deposits  ot  less 
than  $100,000,  although  that  pro\i- 
sion  is  not  being  enforced,  pending  a 
congressional  fix.) 


One  of  the  big  regulations  still  to  be 
written  is  expected  effectively  to  push 
the  capital  that  banks  must  maintain 
higher.  A  harbinger:  The  FDic  has 
proposed  that  banks  that  want  to  use 
brokered    deposits    without    special 
permission  be  required  to  maintain 
1%  to  2%  more  capital  than  the  4% 
core  capital  and  8%  total  capital  other- 
wise    considered     adequate.     That 
means  about  400  "adequately"  but 
not  "well"  capitalized  banks  will  have 
to  ask  the  fdic;  for  permission  to  use 
brokered  cos  and  will  face  restrictions 
on  the  interest  they  can  pay  on  them. 
How  did  this  legislation  make  it 
through  the  armies  of  well- 
paid     banking     lobb\ists     in 
Washington.-  The  final  437- 
page  version  of  the  bill  was 
pieced  together  by  a  confer- 
ence committee  that  met  until 
4:57  A.M.,  and  adopted  by  the 
House  and  Senate  that  same 
day.  The  big  banks'  lobb\ists 
didn't  aggressively  fight  the 
regulations  because  they  were 
busy   pushing    unsuccessfiilly 
for  the  ehmination  of  parts  of 
\  the  Glass-Steagall  Act  and  the 

I  proscriptions    against    inter- 

state branching.  More  regula- 
tion would  have  been  a  trade - 
oft  for  new  bank  powers. 
Meanwhile,  the  Indep)en- 
dent  Bankers  Association  of  .\merica, 
which  lobbies  for  the  countn's  small- 
er banks,  was  busy  fighting  the  Trea- 
sur\'s  proposal  to  limit  the  number  of 
accounts  on  which  a  depositor  could 
receive  5100,000  insurance. 

Kenneth  Guenther,  executive  \-ice 
president  of  the  Independent  Bankers 
Association,  blames  political  miscal- 
culations by  the  Bush  Administration 
for  the  shape  of  the  bill  w  hen  it  w  as 
finally  passed.  But  a  senior  Trcasur\' 
orticial  points  his  finger  at  Congress. 
"There  is  a  significant  amount  of 
regulator\  o\erkill  in  this  law,"  he 
says.  "But  it's  not  ours.  This  is  Con- 
gress' prixluct." 

There's  a  broader  issue  here,  and 
John  G.  Medlin  Jr.  puts  his  finger  on 
it.  Medlin  is  chief  executive  t>f  $32 
billion  (assets)  Wachoua  Corp.,  one 
of  the  ct>untr\'s  best  capitalized  large 
banks.  Says  he:  "In  Russia  they  arc 
tning  to  mo\  c  away  th>n)  this  kind  ot 
regulation,  and  instead  we're  going 
timard  it."  Hi 
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C  \C^^^^^^  ^^^  never  been 
^"^^     so  close  to  home. 
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rom  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  overstuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pi/low. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours.  Just  ask  your 
travel  agent  or  call 
l-800-SOFITEL.       _    

Hotel  Sofltel 

NORTH      AMERICA  


^0 


CHICAGO     •     HOUSTON     •     LOS  ANGELES     •     MIAMI     •     MISSEAPOUS     •     SAN  ERANC/SCO  BAV     •     WASH/NGTON  D  C  (Pl'LLMAN) 


Why  are  the  media  so  gloomy  about  the  economy?  In  large  part  because  they 
cover  only  part  of  the  business  story.  Here's  the  other  part,  the  largely  ignored 
sector  that  will  soon  be  employing  70%  of  U.S.  workers. 

^^I  got  tifed  of  forcing 
myself  to  go  to  the  office" 


By  Tatiana  Pouschine  and  Manjeet  Kripalani 


Those  WHO  deplore  the  state  of  the 
U.S.  economy  and  agonize  over  the 
supposed  decline  of  American  enter- 
prise must  have  their  eyes  closed.  All 
over  America  the  dreams  of  entrepre- 
neurs are  turning  into  action  and 
fruition.  In  the  gloom  of  the  reces- 
sion, there's  been  a  bloom  of  the 
entrepreneurial  spirit. 

In  Boston,  James  Koch  gave  up 
consulting  to  start  a  beer  company.  In 
Minneapolis,  Anil  Jain  left  Honeywell 
to  start  an  optoelectronics  firm.  In 
Madison,  Miss.,  Gary  Slade  started  a 
gas  pipeline  business,  running  his  new 
company  out  of  a  bedroom. 

You  can  quantify  GM  layoffs  and 
IBM's  loss  of  market  share — so  people 
talk  about  those  numbers.  Quantify- 
ing the  entrepreneurial  boom  is  more 
difficult.  But  consider  these  statistics: 
From  1950  through  1975  the  num- 
ber of  new  incorporations — a  proxy 
for  new  business  formation — merely 
tracked  the  growth  of  the  U.S.  econo- 
my. Suddenly,  after  1975,  the  entre- 
preneurial pace  picked  up  and  began 
outrunning  a  rather  sluggish  gnp. 
Last  year,  despite  the  recession, 
630,000  companies  incorporated, 
twice  the  rate  of  incorporations  in 
1975  (see  chart,  p.  107). 

Some  of  these  new  ventures  will,  of 
course,  fail.  According  to  the  U.S. 
Small  Business  Administration,  one  in 
every  five  ventures  fails  within  two 
years.  Most  of  the  rest  will  sur\'ive  but 
grow  only  modestly.  About  5%  will 
take  off,  and  a  tinier  proportion  will 
rise  into  the  corporate  big  time.  But 
lose,  win  small  or  win  big,  all  of  them 
will  create  jobs  and  goods  and  ser 
vices.  And  all  of  them  will  gi\c  their 
creators  a  stab  at  realizing  the  Ameri 
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can  dream  of  being  their  own  boss. 

Why  the  big  increase  in  the  1980s? 
In  good  part  the  bumper  crop  of  new 
businesses  was  nurtured  by  the  tax 
cuts  and  resulting  prosperity  created 
by  the  Reagan  Administration.  The 
entrepreneurial  movement  was 
strengthened,  too,  by  a  growing  disil- 
lusionment about  the  joys  and  pros- 
pects of  careers  in  big  corporations, 
where  the  constant  pruning  of  the 
management  ranks  dampened  the 
prospects  of  hundreds  of  thousands  of 
young  executives. 

Economic  growth  in  the  larger 
economy  diminished  prospects  in  the 
Forbes  500s  companies.  These  twin 
trends  encouraged  tens  of  thousands 
of  Americans  to  go  out  on  their  own. 
Listen  to  Bal  Jindal,  50,  a  materials 
science  engineer  who  left  Magnavox 
to  start  Xacton  Corp.  He  says:  "Hey, 
if  I'm  not  secure  anyway,  what  the 
heck.  Let  me  just  do  what  I  want." 

Jindal  decided  to  take  the  plunge  in 
1987 — an  inauspicious  year.  Using  all 
the  credit  he  had  accumulated  on  his 
credit  cards  and  some  fxinding  from 
the  Department  of  Defense,  he  start- 
ed a  business  developing  the  new 
generation  of  infrared  detectors. 

Lowell  Hawkinson  decided  not  to 
wait  around  for  his  employer  to  go 
under.  In  the  fall  of  1986  Lisp  Ma- 
chine Inc.'s  artificial  intelligence  divi- 
sion -was  doing  well,  but  its  main 
business,  specialized  computers,  was 
in  deep  trouble.  Hawkinson  could 
have  sat  around  and  hoped  for  the 
best.  C)r  he  could  have  taken  his  fate 
into  his  own  hands.  He  chose  the 
latter.  He  and  five  colleagues  pooled 
their  savings,  about  $50,000,  and  ap- 
proached investor  Edward  Fredkin, 


who  put  up  $300,000.  Three  weeks 
later  the  six  had  their  own  company, 
Gensym,  which  specializes  in  expert- 
systems-based  technology,  used  in  in- 
dustrial applications  such  as  quality- 
control. 

Gensym  turned  a  profit  in  less  than 
two  years.  Lisp  ceased  to  exist  in 
1987. 

Over  the  last  15  years  companies, 
under  the  competiti\'e  gun,  have  kept 
demanding  producti\it>'  gains  and 
greater  resourcefijlness  from  their 
managers.  This  trained  a  whole  gen- 
eration to  think  like  owners. 

Last  year,  for  example,  one-third  of 
the  employees  of  Wang  Laboratories' 
pen-based  new  products  division — 
eight  people — left  and  started  a  com- 
pany in  Boston  to  exploit  a  product 
the  group  had  pioneered  at  Wang. 
Wang,  in  deep  financial  trouble,  had 
decided  not  to  launch  the  product,  a 
transparent  digital  screen  that  trans- 
forms a  notebook  computer  into  a 
pen-based  system.  So  the  breakaway 
group  licensed  the  technolog\-  and 
incorporated  as  Arthur  Dent  Asso 
ciates.  Inc. 

With  just  $25,000  in  capital,  used 
equipment  bought  cheaply  from 
Wang  and  the  promise  of  an  engineer- 
ing contract  from  Scriptcl,  Wang's 
former  supplier,  they  are  now  ready  to 
gt)  to  market.  "After  years  tif  frustra- 
tion ( at  Wang ),  we  decided  to  put  our 
monev  in,"  savs  Patricia  Martin,  an 
engineer  and  one  of  the  owners. 

Marshall  Lcxin  Icfr  the  worid  of 
secure  paychecks  in  I  WO  after  long 
vears  in  business  and  prcxiuct  devel- 
opment with  raw,  American  Express 
and  Merrill  Lynch.  He  had  helped 
American  Express  launch  its  airport 
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Stephen  Martin  of  Clean  Green  Packing 

Dissolvable  "peanuts"  for  packaging  breakables. 

They  travel  in  style,  he  doesn't. 


Forbes  ■  May  25,  1992 


105 


Entrepreneurs 

automated  teller  systems  and  devel- 
oped Visa's  gold  card  at  Merrill 
Lynch.  But  a  corner  office  and  a 
plump  paycheck  did  not  satisfy  Levin, 
who  says,  "There  was  no  way  I  could 
build  equity  developing  ideas  for  oth- 
er people." 

At  the  end  of  1987  he  hit  upon  the 
idea  that  would  cut  him  loose:  Elimi- 
nate medical  claims  processing  via 
credit  cards.  Give  the  card  to  your 
doctor  and,  then,  zap!  The  right  peo- 
ple get  debited  and  credited  instanta- 
neously. Paperwork  is  eliminated. 

A  simple  concept  but  complex  of 
execution.  For  the  idea  to  take  off, 
says  Levin,  "we  have  to  be  in  an 
everybody-wins  situation — the  pa- 
tient, the  doctor,  insurance  compa- 
nies and  corporations." 

Levin  quit  his  job  at  Merrill  Lynch 
and  then  spent  months  reading  up  in 
libraries.  With  a  partner.  Levin  spent 
$20,000  on  research  before  deciding 
to  go  ahead.  Today  their  company, 
Med  Power,  is  developing  a  prototype 
system  which  will  be  tried  out  in 
Minneapolis.  So  far  Levin  has  raised 
$2  million  and  is  closing  on  $10 
million  more,  all  from  private  sources. 

Connie  Cox,  a  Harvard  M.B.A., 
left  a  promising  corporate  career  to 
start  the  Stressless  Step,  a  $1 .3  million 
establishment  off  Manhattan's  Park 
Avenue  where  well-heeled  customers 
go  for  a  massage.  She  spent  ten  years 
moving  from  Wertheim  Schroder,  the 
New  York  investment  bank,  to  Citi- 
bank to  General  Foods.  But  the  idea 
of  becoming  her  own  boss  burned 
within  her.  In  1979,  still  working  for 
General  Foods,  she  spent  her  eve- 
nings developing  ideas  for  market  re- 
search. She  resigned  from  General 
Foods  the  day  after  she  signed  up 
Heublein  as  her  first  client.  Seven 
years  later  Cox  was  bored.  "I  got  to 
where  I'd  walk  into  work  and  I'd  be 
saying,  'So  what  market  am  I  looking 
at  today."'  "  Although  independent, 
she  was  still  essentially  working  for 
other  people. 

While  running  her  own  business, 
Cox  would  relieve  tension  by  going 
for  a  massage.  She  began  to  think  this 
would  be  a  promising  business.  She 
did  some  research,  and  her  father,  a 
businessman,  lent  her  $350,000. 

Her  early  experience  was  typical  of 
the  kind  of  startup  problems  that  soon 
separate  the  true  entrepreneurs  from 


the  mere  wannabes.  Cox  had  trouble 
finding  a  landlord  willing  to  house  a 
"massage  parlor."  When  she  had  con- 
vinced a  landlord  that  she  was  run- 
ning a  straight  business,  she  had  to 
deal  with  the  difficult^'  of  finding 
good  masseurs;  only  three  out  of  the 
five  she  hoped  to  hire  were  interested. 
Still,  the  customers  didn't  come.  At 
moments,  C'ox  hated  her  business. 
The  turning  point  came  when  she  met 
a  man  who  had  experience  promoting 
health  clubs;  for  eight  hours  he  sat 
with  her  showing  her  how  to  stretch 
promotion  dollars.  For  instance,  he 
suggested  that  she  give  away  beach 


towels  to  customers  who  pro\ided 
referrals.  Soon  the  business  was  roll- 
ing. Cox  now  averages  530  appoint 
ments  a  week,  at  550  each. 

C'heaper  and  cheaper  computing 
power  and  lowered  telecommunica- 
tions costs  are  making  life  a  bit  easier 
for  many  w  cm  Id  be  entrepreneurs. 
Even  leading  edge  technologN-  can  be 
developed  on  a  slH>estring  these  days. 
MIT's  Edward  Roberts,  who  studied 
800  high  tech  ct>mpanies,  di.sco\ered 
that  most  started  out  with  a  capital 
base  of  under  S50,000. 

With  little  more  than  a  personal 
computer  and  si>me  software,  hun- 
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Epoch  Films' 
Paula  Harwood 
and  Mindy  Goldberg 
They  found  the 
antidote  to  stress: 
crying  their  way 
to  success. 


dreds  of  people  have  started  business- 
es. According  to  Link  Resources,  a 
research  firm  in  New  York,  the  last 
two  years  alone  have  seen  the  number 
of  homeworker  households  increase 
by  1 2%,  to  3 1  million,  one-third  of  all 
U.S.  households. 

"People  used  to  be  ashamed  of 
working  at  home,"  says  Michael 
Espindle,  editor  of  Home-Office  Com- 
puting, a  three-year-old  publication 
with  350,000  subscribers. 

No  more.  The  electronic  age  per- 
mits increasing  self-reliance.  Gar\' 
Slade,  34,  runs  a  natural  gas  pipeline 
company  out  of  his  spare  bedroom  in 
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After  1975  the  number  of  incorporations — a  proxy  for  new  business  formation- 
picked  up  speed  and  widely  outran  the  economy.  It  has  dipped  occasionally 
but  always  quickly  recovered. 


Madison,  Miss.  Starting  out  as  an  oil 
driller,  and  then  a  bond  salesman, 
Slade  says  he  got  fed  up  "wearing  a 
coat  and  tie  and  driving  around  the 
block  eight  or  nine  times  before  forc- 
ing myself  to  go  into  the  office." 

In  1990,  braving  a  falling  natural 
gas  market,  he  bought  a  35 -mile  gas 
pipeline  facility,  Arlington  Gas  Co., 
for  over  $1  million,  using  his  drilling 
and  bond  selling  experience  to  raise 
equity  through  a  limited  partnership. 

His  next  step  was  to  invest  $6,500 
in  a  personal  computer,  printer,  fax 
machine,  portable  telephone  plus  a 
cable  T\^  hookup  for  business  news. 

Slade  watches  spot  market  prices  on 
TV  and  buys  and  sells  natural  gas  on 
the  phone.  He  charges  a  fee  to  others 
to  transport  their  gas  in  his  pipeline. 
Slade's  company,  Arlington  Gas  Pipe- 
line L.P.,  had  revenues  last  year,  one 
year  after  startup,  of  $1.3  million. 
"My  biggest  cost  is  my  phone  bill  and 
my  own  health  insurance,"  he  says. 
"Without  today's  technology',  I 
couldn't  tlmction  as  I  do." 

We   heard   this  again  and   again: 


High  technology  liberated  me  from 
salaried  drudgery. 

And  high  technology  opened  new 
business  opportunities.  Anil  Jain  was 
researching  new  applications  for  op- 
toelectronics at  night  and  on  week- 
ends while  employed  at  Honeywell  as 
an  optical  engineer.  That  was  in  1979. 
His  research — which  seeks  to  develop 
optoelectronic  products  for  fiber-op- 
tics communications  and  other  appli- 
cations— moved  so  fast  that  he  left 
Honeywell  to  work  at  his  company, 
APA  Optics  Inc.,  full  time  in  1983. 
Early  support  came  in  the  form  of 
research  contracts  from  the  Strategic 
Defense  Initiative  program.  Then 
Jain  raised  over  $4  million  in  a  public 
offering.  The  capital  plus  all  of  the 
company's  profits  are  in\'ested  in  a 
dozen  state-of-the-art  labs  in  the 
Blaine,  Minn,  facility'. 

Duncan  Brown,  who  has  a  doctor- 
ate in  organic  chcmistr\'  from  Caltech 
and  has  done  postdoctoral  work  at 
MIT  and  Harvard,  joined  American 
Cyanamid  in  1983.  His  job:  technical 
leader  in  the  newly  created  electronic 
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chemicals  group. 

It  wasn't  long  before  Brown,  now 
39,  saw  promise  in  some  technology 
Cyanamid  wasn't  interested  in  devel- 
oping. In  the  spring  of  1986  he  and 
four  partners  remortgaged  their 
houses  and  leased  a  garage.  Their 
firm,  Advanced  Technology  Materi- 
als, Inc.,  would  work  on  enhancing 
silicon  materials  and  processes,  while 
developing  a  new  low-cost,  high-per- 
formance diamond  coating  for  elec- 
tronics. Since  1987  it  has  raised 
roughly  $10  million  from  venture 
capital  firms. 

Five  years  ago  Bernard  Kear  and  his 
associate  Larry  McCandUsh  were  fired 


from  Exxon's  research  and  develop- 
ment division  because  some  higher- 
ups  had  refocused  the  company's  re- 
search directions.  Kear  had  done  pio- 
neering research  on  producing  new 
materials  via  nanostructure  technol- 
ogy, which  breaks  the  materials  down 
to  superfine  levels.  This  method  im- 
proves a  hundredfold  traditional  coat- 
ing composites  used  for  cutting  tools 
and  drilling  equipment. 

Kear  moved  to  Rutgers  University, 
where  he  fine-tuned  the  technology. 
In  1990  Kear  and  McCandHsh 
formed  Nanodyne  Inc.  with  the  help 
of  a  grant  from  the  New  Jersey  Com- 
mission on  Science  &  Technology 


and  a  partnership  with  a  local  engi- 
neering company.  Nanodyne  is  set  to 
compete  with  Sandvik  and  Hitachi  in 
the  $1  billion  cutting  tools  material 
market  worldwide.  While  Kear  put  in 
no  cash,  his  expertise  gives  him  an 
equity  stake  in  the  company. 

The  ver>^  corporate  cutbacks  that 
have  made  entrepreneurial  pursuits 
more  attractive  to  the  younger  gener- 
ation have  also  provided  opportuni- 
ties. To  cut  costs,  big  companies  often 
farm  out  functions  formerly  done  in- 
house.  Sometimes  they  provide  finan- 
cial support  as  well  as  business.  Sunil 
Munshani,  30,  left  Digital  Equipment 
in  1988,  anticipating  that  the  compa- 


Anil  Jain  of 
APA  Optics  Inc. 
Soon  after 
leaving 

Honeywell,  Jain 
raised  $4  million 
to  run  his  own 
state-o^the-art 
optics  labs. 
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Just  don't  expect  it  to  roar. 


In  an  effort  to  become  swifter  and 
more  ferocious,  many  organizations  may 
be  tempted  to  make  superficial  changes. 

But  this  approach  will  rarely  improve 
performance.  Especially  when  informa- 
tion technology  is  part  of  the  plan. 

Which  is  why  Andersen  Consulting 

0 1992  And«n«n  Consulting.  All  rights  reserved. 


works  with  companies  to  link  technology 
to  the  heart  of  their  business.  Their  strat- 
egies, operations  and  human  resources. 

Because  these  days,  becoming  a  more 
aggressive  competitor  often  means  trans- 
forming the  organization.  And  not  just 
hopping  on  a  technological  bandwagon.      Where  We  gO  f  rOITl  here" 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CQ,  S.C. 


Entrepreneurs 


ny  might  abandon  its  artificial  intelli- 
gence business.  Digital  did  pull  out, 
but  some  of  its  clients  still  wanted 
work  done.  Digital  "outsourced"  to 
Munshani's  firm,  Trirex  Systems, 
Inc.,  and  even  helped  Munshani  land 
his  first  job  with  Pitney  Bowes,  a 
$100,000  contract.  Since  then  AT&T, 
Nesde  and  Salomon  Brothers  have 
become  clients. 

Such  outsourcing  arrangements 
vastly  reduce  the  cost  of  creating  a 
new  product  for  big  companies  and, 
in  the  process,  create  opportunities 
for  entrepreneurs.  Julia  Knight,  an 
ex-Estee  Lauder,  ex-Revlon,  ex-La- 
maur  and  ex-Minnetonka  executive, 
started  Minneapolis- based  Growing 
Healthy,  a  maker  and  seller  of  frozen 
baby  food.  To  develop  the  products. 
Knight  used  three  different  food 
technology  firms  run  by  fellow  en- 


trepreneurs. Now  she  pays  a  fee  to  a 
food  manufacturing  company  to 
make  the  products.  Thus,  she  plans 
to  compete  in  a  big  business  with  a 
minimal  investment  ($6  million)  and 
a  minimal  salaried  staff. 

James  Koch,  42,  of  the  Boston  Beer 
Co.,  also  figured  out  how  to  compete 
against  big  business  using  minimal 
capital.  Koch  is  the  sixth  generation  in 
the  beer  business — his  father  was  a 
brewmaster.  He  started  out  with 
$240,000:  $100,000  of  his  savings 
and  the  rest  from  his  friends  and 
former  clients.  In  return  for  some 
stock  in  his  fledgling  beer  venture, 
Koch  persuaded  a  brewing  consultant 
to  help  him  adapt  an  old  family  recipe. 
He  felt  serious  beer  drinkers  would 
welcome  a  beer  that  tasted  fresher 
than  imports  and  was  more  interest- 
ing than  domestic  brands.  Koch  per- 


fected the  brew  in  his  kitchen,  then 
negotiated  with  the  Pittsburgh  Brew- 
ing Co.  to  use  its  facilities  to  produce 
Samuel  Adams  beer. 

Koch  started  selling  directiy  to  bar- 
tenders in  Boston,  and  the  beer  took 
off.  By  1988  he  was  selling  64,000 
barrels  of  his  premium -priced  beer. 
Time  to  build  a  big  brewer\'?  Koch 
spent  $2.1  million,  then  decided 
against  it.  "I  would  have  had  to  raise 
the  price  of  my  beer  to  pay  off  the 
debt,"  he  concluded. 

Increasingly,  lack  of  capital  is  less  of 
a  barrier  to  entrepreneurship  than  it 
once  was.  Roughly  80%  of  the  high- 
tech  businesses  mit's  Roberts  tracked 
were  self- financed.  With  few  excep- 
tions, the  first  round  of  funding  for 
the  entrepreneurs  with  whom  we 
spoke  came  from  personal  saxings, 
second  mortgages,  friends,  family  and 


Gary  Slade  of 
Arlington  Gas 
Pipeline 
$6,500  and 
2,973  fonns  latar, 
Slade  is  ninning 
a  $1.3  million 
busiiMM  out  of  ■ 
spare  bedroom. 
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"Whereas  the  Benz.. .feels  like 
a  mass-produced  car,  the  Bentley 
is  in  a  different  world.  A  world  of 
unmatched  cabin  comfort,  beautiful 
craftsmanship,  superb  quality 
materials.  There  is  nothing  in  the 
world  like  a  Turbo  R!' 


Car  Magazine,  November,  1991 


When  Car  Magazine  conducted  its  search  the  world,  under  exceptionally  afford 


for  the  best  car  in  the  world,  they 
found  that  the  Bentley  Turbo  R  out- 
performed the  cream  of  the  competi- 
tion. May  we  add  that  it^s  now  one  of 
the  best  automotive  investments  in 


able  sale  and  leasing  terms  being 
offered  on  all  1991  Rolls-Royce  and 
Bentley  models.  For  details  -  and  a 
personal  copy  of  the  Car  Magazine 
article  -  please  call  1-313-350-0500. 


The  Rolls-Royce  and  Bentley  limited  edition  sale  or  lease. 

©  RolU-Royre  Motor  Can  Inc.,  1992.  Thr  namrs  "RolU-Roycr"  and  "Brntlry"  and  hadfrt  arr  rrginlrrrd  tradrmarhi. 


Entrepreneurs 


Advanced 
Technology 
Matenals' 
Duncan  Brown 
All  five 

founders  of  ATM 
remort  gaged 
their  homes  to 
pursue  an  idea 
that  didn't  interest 
American 
Cyanamid. 


wealthy  individuals. 

In  a  sense  there  is  more  money 
around  these  days  than  there  are  ideas 
worth  investing  in.  When  the  idea 
makes  sense  and  the  proposer  of  the 
idea  has  credentials,  money  is  rarely  a 
problem,  liugenc  Davis,  an  ex -Chase 
Manhattan  banker,  recently  raised 
$10  million  in  six  months  from 
friends.  He  plans  to  invest  money  in 
small  and  medium-size  enterprises  in 
Southeast  Asia,  including  a  paper 
products  company  in  Thailand.  Davis 
provides  money  where  the  local  banks 
won't,  as  well  as  financial  expertise. 

There  are  even  entrepreneurs  these 
days  who  make  a  nice  living  serving 
other  entrepreneurs.  Robert  C'alca- 
terra,  founder  of  the  Boulder  Tech 
nology  Incubator  in  Boulder,  ('olo. 
and  former  research  and  development 
director  at  Adolph  Coors  C-o.,  acts  as 
an  in  house  management  consuhant 


in  return  for  small  equity  stakes.  Incu- 
bators appeared  when  recession  hit 
the  Rust  Belt  in  the  late  1970s.  There 
are  now  450  of  them  in  the  country'; 
more  are  opening  every  week. 

For  all  the  help  they're  getting  from 
current  circumstances,  entrepreneurs 
don't  have  it  easy.  You  can't  count  on 
a  paycheck  ever\'  week  or  ever>' 
month.  And  the  person  who  funds 
your  expense  account  is  you.  Stephen 
Martin,  who  joined  the  founders  of 
C'lean  Green  Packing,  makers  of  a 
type  of  packaging  peanut  that  dis 
solves  in  water,  was  accustomed  to 
tra\eling  in  style  as  an  executive  with 
PillsburN'  and  treasurer  of  Tonka 
C-orp.  histead  of  relaxing  at  Hiltt^i 
hotels,  he  now  stays  at  hotels  like  the 
lolly  Roger.  Recently  attending  a 
trade  show  in  C'alifornia,  he  arrived 
exhausted  fr(Mn  a  red  eye  Hight 
economy  class — tinlv  to  discover  the 


next  morning  that  the  ceiling  leaked 
in  his  cheap  hotel.  The  suit  he  had 
carefully  laid  out  on  the  bed  the  night 
before  was  soaked. 

It's  trite  to  talk  about  the  hours 
entrepreneurs  work.  But  it's  tnie.  In 
reporting  the  stor)',  we  tested  the 
legend.  Almost  all  were  easy  to  reach 
at  their  otVices  K>ng  after  7  p.m.  Levin 
of  Med  Power  sighs  and  admits  to 
gaining  20  pounds  from  worr\*  since 
he  started  in  IWO.  He  jt>kes  about 
having  to  wear  a  butttin  with  "Dad- 
dy" on  it  so  his  children  know  what  to 
call  him  w  hen  he  tinallv  gix\s  home. 

H\en  tor  those  to  whom  success 
comes  fast,  the  respi>nsibilit>'  of  being 
An  ow  ner  show  s:  Divorce  rales  among 
entrepieneui-s  are  high,  and  many  ot' 
the  people  we  spoke  to  Ux^k  much 
older  than  they  are. 

fwt)  exceptions  max  Ix'  Mindy 
Goldberg  and  Paula  Hai-v\ixxl  of  Hp- 
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fax  machines  for 
tills  kind  of  office,  too. 

Introducing  the  Home  Fax. 

We've  been  in  business  offices  with  our  thermal  and  plain  paper  fax 
''machines  for  years.  Now  we're  happy  to  announce  you'll  be  seeing  us  here, 
too.  At  that  office  you  work  in  after  you  leave'^rk.  Welcome  home. 

For  more  infomiation  on  the  Home  Fax,  call  1-800-543-4636. 


'<^2  Muriu  Business  Sssiems.  In 


iflurarec 


apRXJuctofl 


murata  technok)gy 


Entrepreneurs 

och  Films,  a  film  production  company 
that  shoots  commercials  and  music 
videos.  Revenues:  $8  million.  They 
have  their  own  way  of  relieving  stress: 
tears.  "It's  the  secret:  crying  your  way 
to  the  top,"  says  Goldberg. 

Despite  the  traumas,  more  and 
more  Americans  are  taking  the 
plunge.  Business  schools  are  a  good 
measure  of  what's  trendy,  if  not  al- 
ways of  what's  lasting.  Schools  across 
the  countTN'  have  spawned  enterprise 
research  centers  and  outreach  pro- 
grams. Though  they're  modestly  en- 
dowed, usually  by  entrepreneur  alum- 
ni and  the  Small  Business  Administra- 
tion, there  are  now  almost  as  many 
centers  as  there  are  schools  that  teach 
enterprise.  These  act  as  springboards 
for  students  with  entrepreneurial  am- 
bitions. According  to  professor  Karl 
Vesper,  who  teaches  at  the  University 
of  Washington  in  Seatde,  in  1967 
there  were  10  courses  on  entrepre 
neurship  in  the  country;  in  1987  there 


were  260;  today  there  are  over  400. 

Demographics  have  contributed  to 
the  entrepreneurial  boom.  Men  and 
women  topically  start  companies 
when  they  reach  their  40s,  says  David 
Birch  of  Cambridge,  Mass. -based 
Cognedcs,  Inc.  Birch,  55,  is  himself 
an  entrepreneur.  VVTiile  at  MIT,  he 
launched  a  research  firm  that  moni- 
tors trends  in  enterprise  and  employ- 
ment. The  pool  of  entrepreneurs  will 
be  reaching  a  peak  in  the  next  ten 
\'ears  as  postsv  ar  babies  hit  their  40s. 

Perhaps  because  they  are  more  cre- 
ative, perhaps  because  they  feel 
blocked  in  hierarchical  businesses, 
women  are  a  large  part  of  the  entre- 
preneurial movement.  Birch's  re- 
search shows  that  women  start  busi- 
nesses at  IV'2  times  the  rate  of  men. 

Man  or  woman,  native- bom  Amer- 
ican or  immigrant,  what  does  it  take 
to  be  a  successfiil  entrepreneur.-  We 
put  the  question  to  Henrv'  Burkhardt, 
47,  who  quit  Princeton  as  a  sopho- 


The  decline 
of  Silicon 
VaUey 


If  you  expect  to  find  a  lot 
of  high-tech  entrepreneurs 
clustering  in  Silicon  Val- 
ley, you  will  be  disappoint- 
ed. They  aren't  there  any- 
more: too  expensive,  what 
with  high  rents,  clogged 
fi-eeways  and  California  tax- 
es and  regulations.  Look 
to  Boulder,  Colo.,  nestied 
against  the  ft-ont  range  of 
the  Rockies.  "It's  the  quali- 
ty of  life,"  says  David 
Hunter,  president  of  Boul- 
der's Bi  Inc.,  which  intro- 
duced the  first  electronic 
surveillance  system  for 
prisoners  incarcerated  in 
their  homes  and  has  70% 
of  the  market.  "Over  300 
days  of  sunshine,  no  grid- 
lock, lots  of  inexpensive  tal 
ent — what  Silicon  Valley 
offered  ten  years  ago." 

There  has  been  a 
movement  of  talent  from 
('alifornia  to  C'olorado  in 
the  last  two  years,  says  Ste 
ven  Binder  of  BtKttcher 
&  C^).  in  Denver.  Accord 
ing  to  the  U.S.  Small 
Business  Administration, 
(\)loradt)  had  nearly 


7,000  new  incorporations 
in  the  first  half  of  last  year, 
an  8.5%  increase;  Califor- 
nia's declined  by  11%. 

As  Silicon  Valley,  in- 
deed much  of  California, 
has  been  spoiled  by  its 
ow  n  success,  Colorado  still 
works  hard  to  make  busi- 
ness feel  at  home.  As  a  re- 
sult, a  large  number  of 
U.S.  high-tech  companies 
have  operations  there. 
Wages  and  taxes  are  lower 
than  on  the  West  Coast. 
The  state  has  two  major 
universities,  at  Boulder 
and  Fort  Collins. 

Hdw  ard  Payne  is  a  Viet- 
nam \  etcran  and  peripatetic 
entrepreneur  w  hose 
Gatew  ay  Technologies  Inc. 
is  marketing  a  new  insu 
lated  fiber  technology  to 
the  textile  industn .  He  is 
a  big  Boulder  btxxstcr. 
Payne  works  long  hours 
but  can  drive  home  in  just 
ten  minutes.  Says  he:  "Ws 
an  entrepreneur,  I'm  not 
strange  here,  and  my  wife 
dt)csn't  have  to  leave  me." 
-M.K.  ^ 


more  in  1963,  at  19,  to  join  the  then 
fledgling  Digital  Equipment  Corp. 
Burkhardt  later  left  to  help  start  Data 
General,  then  left  that  to  stan  Encore 
Computer.  In  Februar\'  1986  he  put  - 
up  51 .5  million  of  his  own  mone\'  and 
launched  Kendall  Square  Research,  to 
compete  with  supercomputing  giants 
like  Cray  Research.  We  asked  Burk- 
hardt because  his  almost  obsessional 
entrepreneurship  sets  him  apan  even 
among  this  special  breed.  "You  must 
have  a  well-thought-through  produa 
that  will  pro\ide  benefits,"  he  said  in 
response  to  our  question.  "Ever\- 
thing  else  will  come.  But  vou  can't  sell 
aSI00billforS50." 

Burkhardt's  words  may  sound  like  a 
cliche.  But  an  entrepreneur  knows 
exacdy  w  hat  he  means. 

However  conical  many  Americans 
may  have  become  about  the  American 
dream,  the  fact  is  that  the  U.S.  contin- 
ues to  attract  people  fi-om  around  the 
world  who  want  to  make  it  on  their 
own.  Indian-bom  entrepreneurs  lin- 
dal,  Munshani  and  Iain  t>pity'  the 
entrepreneurial  spirit  that,  thwaned 
in  its  caste-and-class- ridden  home- 
land, blossoms  in  the  receptive  Amer- 
ican en\ironment.  Frank  Cannon,  48, 
a  molecular  geneticist,  left  a  secure, 
tenured  f>osition  at  the  Universit>'  of 
Sussex  in  England  to  pursue  gene 
technology'  in  Cambridge,  Mass.  He 
staned  his  own  company  to  produce 
pharmaceutical  proteins.  Why  .\mcri 
ca.-  "There  is  more  excitement  about 
entrepreneurship  in  the  U.S.  than 
auN-where,"  he  responds. 

And  the  figures  bear  him  out.  .\c 
cording  to  the  latest  census  numbers, 
small  businesses  alreach-  employ  over 
50%  of  the  work  force.  The  Bureau  of 
Labor  estimates  that  by  the  year  2000 
small  companies  ( by  definition,  com 
panics  with  fewer  than  500  employ 
ees)  will  employ  over  70%  of  the  work 
force.  In  1990,  while  large  ci>rpt>ra 
tions  reduced  employment  by  1.1%, 
small   businesses   increased   employ- 
ment by  1 .4%. 

You  can't  understand  what  is  hap- 
fxning  in  the  L'.S.  ect^noniN  just  by 
reading  al"K>ut  layoffs  at  Cicncral  Mo 
tors  or  strikes  at  C^atcrpillar.  The  real 
economic  news  these  da>-s,  largely 
unctnered  by  the  media,  is  being 
made  in  thi>usands  i>f  Ihmik  offices, 
small  t>tfice  parks  and  garage  fjctonc^ 
around  the  countn  Hi 
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For  nearly  a  century  and  a  half,  the  S^iield  has  been  poised 

not  to  do  battle  but  to  defend. 
Protecting  business  and  home,  property  and  possessjons. 
A  worldwide  symbol  of  an  organization  with  a  rich  history 

as  legacy  And  a  bright  future  as  promise. 
Strong.  Stable.  Steadfast- 
Royal  Insurance.  Your  shield  against  the  unexpected. 


Royal  Insurance 


'OUR  Shield  Against 
THE  Unexpected. 


Canada's  Pencer  brothers  think  they  have  found  a 
powerful  marketing  tool  in  the  cola  business.  Maybe  so. 

Rich  niched 


By  Joel  Millman 
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Pencer  brothers  Sam  (left)  and  Gerry  toast  their  father,  Harry 

Gerry  Pencer  and  Victor  Posner's  RC  Cola  crafted  a  clever  deal. 


Gerald  Pknchr  is  betting  big  that 
the  trend  toward  private  label  grocer- 
ies (FoRBHS,  Sept.  16,  1991)  will  spill 
over  to  soft  drinks. 

Pencer's  Cott  Corp.,  of  Mississau- 
ga,  Ont.,  is  Canada's  biggest  private 
label  soft  drink  bottler.  By  U.S.  stan- 
dards the  company  is  tiny;  sales  last 
year  were  just  $  1 1 6  million,  mostly  in 
Canada.  But  Pencer  is  aware  that  sales 
of  private  label  goods  are  growing  in 
U.S.  supermarkets,  and  he  wants  to 
cash  in  on  the  trend.  Wal-Mart  now 
stocks  Cott  colas,  as  do  se\eral  large 
chains  like  Finast  and  a&p. 

C/Ott's  pri\'atc  label  colas — which 
sell  under  such  names  as  President's 
Choice,  wpop  and  Sam's  American 
('hoicc — are  called  "shieldim;"  items 
by  merchandisers.  Shielding  is  a  polite 
form  of  the  old  bait-and-switch  tech 
nii]ue.  To  get  shoppers  into  its  stores, 
a  merchant  will  advertise  Coke,  say,  at 
a  cut-rate  $5.99  a  case.  The  stores 
usually  lose  money  on  the  C'oke  biu 
i^ain  in  trafVic.  Once  the  customers  are 


in  the  stores,  they  are  confronted  with 
a  display  of  one  of  Cott's  colas  at,  say, 
$3.99  a  case.  If  the  customer,  lured  by 
the  Coke  promotion,  buys  Cott  in- 
stead, the  store  makes  a  profit.  "It 
makes  an  enormous  difference  to  our 
economics,"  says  David  Nichol,  pres- 
ident of  Loblaw  groceries'  product 
development  arm.  In  its  Ontario 
stores,  Cx)tt's  President's  Choice  out 
sells  C'oke  and  Pepsi  almost  2 -to- 1 . 

"If  you  can  trade  someone  out  of 
C\)ke  or  Pepsi  on  special  and  into 
President's  C'hoice,  there's  probably  a 
swing  of  $  1 .50  to  $2  |  per  case )  profit- 
ability to  the  chain.  It's  mcgabucks!" 
I.oblaw  sold  10  million  cases  of  Presi 
dent'J?  C-hoice  last  year  and  expects  to 
do  better  than  that  in  1992. 

Cott  is  \en'  much  a  family  compa 
ny.  It  was  a  New  Hngland  regional 
brand  ot"  fruit  HaNored  drinks.  In  the 
1950s    Ilany    Pencer,    a    Montreal 
clothier,  was  looking  for  a  new  bu.si 
ness.  In  1955  his  sons  William,  Samu 
el  and  Cieralvl  went  to  summer  camp 


in  New  Hampshire  and  got  hooked' 
on    Cott    sodas.    Impressed,    Harr), 
Pencer  licensed  the  Canadian  right 
to  the  name.   (Cott's  U.S.  owners' 
eventually  sold  the  rest  of  the  compa 
ny  to  Cadbury  Schweppes.) 

Harr\'  Pencer  knew  that  if  Cott 
were  ever  to  amount  to  anything,  it 
would  have  to  market  a  cola,  buti 
Cott's  was  awful.  "Pop  would  come 
up  with  all  different  t)'pes  of  colas," 
recalls  Sam  Pencer,  now  vice  chair- 
man. "He  would  go  to  no  end  to  tr\' 
to  fool  us  kids — switching  containers, 
putting  Coke  in  a  Cott  can,  then 
asking  us  which  was  which.  We  were 
always  able  to  tell.  Cott  cola  wasn't 
that  great." 

But  Victor  Posner's  RC  Cola  had  a 
better  cola,  and  its  bottlers  had  e.xcess 
capacity' — in  good  part  because  RC 
couldn't  get  shelf  space.  Gerr>-  Pencer 
proposed  a  deal  to  RC:  You  make  a 
cola  for  us  and  we'll  sell  it  as  a  house 
brand;  the  supermarkets  w  ill  make  the 
space  for  a  house  brand.  The  strategy' 
clicked.  Pencer  began  marketing  its 
private  label  colas  through  Loblaw's 
stores  in  Canada.  Last  year  Loblaw 's 
stores  in  the  U.S.  Midwest  began 
stocking  Cott's  cola  under  the  Presi- 
dent's Choice  label. 

Harr)'  Pencer  died  nearly  a  decade 
ago  and  his  sons  Sam  and  Gerr\'  now 
run  the  business — Gerr\-  as  chief  exec 
utive.  Cott's  stock  trades  on  the  Mon 
treal  and  Toronto  stcxk  exchanges. 
Its  market  \alue  ballooned  from  SI  1 
million  in  1990  to  a  recent  $270 
million.  The  Pencer  brothers  own 
43%  of  the  company's  12.2  million 
shares  outstanding. 

At  its  current  price,  the  company  is 
\  allied  at  more  than  2  times  last  year's 
rcNcnues  and  nearly  40  times  last 
year's  earnings — there's  clearly  lots  of 
optimism  and  expectation  built  into 
the  price.  The  Pencers  do  nothing  ti^ 
dampen  the  enthusiasm:  ''This  will  b^ 
a  billion -dollar  business,"  bubble^ 
CicriA  Pencer. 

I  le  has  no  illusions  aUnit  puttini; 
C'oke  and  Pepsi  out  of  business,  but 
he  is  convinced  he  has  found  a  rich 
niche.  "  Ihey'll  keep  pounding  away 
with  [celebrities  like]  Michael  lack- 
.son,"  says  Pencer  of  Pepsi  and  Coke. 
"  Ihey  think  it's  an  image  bu.sincss, 
and  to  .st)me  extent  it  is.  Rut  it's  tlinny 
w  hat  a  ptiwerful  marketing  HxM  a  99 
cent  six  pack  of  cola  is."  ^ 
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EXT  WEEK,  heads  of  state 
representing  nearly  the  entire  planet 
will  convene  in  Rio  de  Janeiro  for  the 
12-day  Earth  Summit.  The  Summit  cul- 
minates the  United  Nations  Conference 
on  Environment  and  Development 
(UNCED),  an  unprecedented  three-year 
effort  to  redirect  economic  and  social 
policy  toward  a  new  world  order,  one 
that  offers  the  benefits  of  sustainable 
development  and  a  healthy  environ- 
ment for  future  generations. 


NTELLiGENCE  AND  iNDUSTRiousNESS  have  allowed  the  human  race  not 

only  to  dominate  the  Earth,  but  to  fundamentally  change  it.  Dimii 

ishing  forests,  vanishing  wetlands  and  the  extinction  or  near-extin. 

tion  of  countless  plant  and  animal  species  —  all  occurring  within  i. 

single  lifetime  —  have  made  us  painjfully  aware  of  our  capacity  to 

affect  the  world  around  us. 

By  the  1970s,  it  was  clear  that  environmental  problems  were  be 
complex  and  interrelated:  Natural  growth  forests  not  only  provide 
habitat  for  countless  species,  they  are  critical  for  proteaing  soil  am 
water  systems;  sulfur  and  other  emissions  into  the  atmosphere 
cause  more  than  local  smog  —  they  contribute  to  acid  rain  that  de- 
stroys forests  and  lakes  thousands  of  miles  from  the  source;  ozone 
depletion  and  resultant  increased  ultraviolet  radiation  not  only  in- 
crease the  risk  of  skin  cancer,  they  reduce  crop  yields  and  threaten 
global  life-supporting  systems  dependent  on  oceanic  plankton.  The 
conclusion  is  inescapable  —  what  happens  beyond  our  borders  can 
be  very  much  our  business. 

The  United  Nations  Conference  on  Environment  and  Develop- 
ment —  UNCED  —  has  attempted  to  find  workable  solutions  to 
these  and  other  environmental  problems  that  have  assumed  a  globi 
dimension.  While  on-going  negotiations  on  the  UNCED  agenda 
have  resulted  in  few  hard  agreements  so  far,  this  may  change  m  the 
near  future,  quite  possibly  at  the  Earth  Summit  that  begms  next 
week  in  Rio  de  Janeiro. 


The  Road  to  Rio 


In  1972  the  Stockhobn  Conference  on  the  Human  Emiromnent  p 
environmental  issues  on  the  international  agenda  for  the  first  tune 
By  the  mid-1970s  most  industrialized  countnes  estabUshed  gm'em-' 
ment  agencies  to  address  environmental  issues.  Though  regulatorv 
efforts  led  to  a  number  of  tangible  successes  —  cleaner  air  and  waie 
in  some  places  and  greater  controls  on  some  sofid  and  hazardous 
wastes  —  regulation  alone  hasn't  done  the  job.  The  environmental 
condition  worldwide  has  continued  to  decline  since  Stockhohn,  m 
ways  that  many  scientists  and  thoughtful  people  find  alarmmg. 
There  is  a  growing  appreciation  for  how  development  policies 
and  practices  can  affect  environmental  qualitv  In  her  recent  work, 
Costing  the  Earth  (1991,  Harvard  Business  School  Press'.  Frances 
Caimcross,  environment  editor  for  The  Economist,  argues  that 
"...  just  as  much  environmental  damage  is  done  bv  government 
intervention  as  by  the  lack  of  it.'  ReKing  on  studies  bv  the  well- 
respected  World  Resources  Institute,  she  illustrates  how  govemmeni 
subsidies  and  other  non-marketintenention  m  four  basic  areas  — 
water,  energy,  agriculture  and  torestrv  —  have  backfired  to  prvnide 
an  unwanted  result:  "an  incentive  to  damage  the  environment  at  a 
cost  to  the  taxpaver"  The  command  economies  of  the  SiiMct  Union 
'Ja^  and  its  satellites  illustrate  onlv  tixi  well  the  p^iwcr  ot  the  state 
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'fi^e  ways  to  recycle  your  thinking. 


Beople  at  Xerox  are  ah*-a\3  thinking  about  new  w^'S  for  our 
customers  to  improvie  tbe  v>^  the>  work  v.ith  documents. 

Here,  for  instance,  are  some  simple  questions  you  can  ask 
yourself  tbe  next  time  you're  putting  together  a  document. 

1.  Before  printing  out  a  docimient  from  your  computer.  ha\e 
you  carefully  proof-read  it  —  or  are  you  about  to  create 
something  that  vkill  wind  up  in  the  uastebasket? 

2.  If  you're  copying  an  original  that's  moce  than  one  page, 
are  you  making  2-sided  copies ? 

3.  Could  you  send  this  document  b>  electronic  mail,  instead 
of  hard  copy  ? 

4.  Are  you  making  only  the  number  of  copies  you  need— or 
are  you  making  extras  "just  in  case"?  It's  best  to  "copy  on 
demand." 

5.  Are  you  sa\-ing  a  computer-created  document  as  hard 
copy,  when  it's  already  saved  in  the  computer  and  can  be 
backed  up  on  a  floppy  disk? 


Onct  tbe  vears,  w«'v«  seen  that  the  wwf  yoo  ( 
maiaselfaeflowofdocimtents  in  any  boMew  on  spefl 
the  diflerepce  between  waste  and  productivity 

In  fact,  it's  preciseN  because  docimients  are  so  important 
to  nmning  a  business  efifectiweh  that  ev^eryvMie  should  thmk 
twice  before  cicjling  any  moce  doctmients  than  they  need. 

From  developing  recyxrled  papers  to  designing  equipment 
vkith  recyclable  materials,  vke  at  Xerox  are  committed  to 
puttmg  together  the  environmental  solutions  that  can  make 
a  real  dififefcoce. 

Aad  that's  a  commitment  that  only  begins  w  hen  you  decide 
to  recycle  your  thinking. 

To  find  out  more,  call  os  at  l-«00-TE\M-XRX,  cxt.  901. 
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ADVERTISEMENT 


Maurice  Strong,  Secretary-General,  UNCED 

THE  ROAP  TO  RIO,  AND  BEYOND 


•  • 


The  upcoming  Earth 
Summit  focuses  on  the 
changes  needed  in  our 
economic  behavior  and 
relations  to  ensure  glo- 
bal environmental  se- 
curity. Although  ulti- 
mately the  transition 
to  sustainable  development  will  produce 
more  opportunities  —  and  certainly  more 
benefits  —  than  continuing  "business  as 
usual"  the  processes  of  change  them- 
selves will  inevitably  be  disruptive,  and 
there  will  be  strong  resistance  from  those 
most  immediately  threatened  by  them. 

The  transition  to  sustainabhlity 
requires  much  more  effective  use  of 
resources  and  accountability  for  the  envi- 
ronmental as  well  as  the  economic  im- 
pacts of  such  use.  This  must  depend  pri- 
marily on  the  provision  of  the  necessary 
incentives  to  change  rather  than  over- 
reliance  on  regulatory  measures.  Opera- 
tion of  market  forces  can  and  must  be  a 
powerful  ally  in  providing  the  incentives 
to  change.  It  is,  after  all,  fully  consistent 
with  market  economy  principles  that 


every  economic  transaction  and  product 
must  absorb  the  full  costs  to  which  it 
gives  rise,  including  environmental  costs. 

The  industrialized  countries  must  take 
the  lead  in  effecting  this  transformation. 
For  the  unparalleled  economic  growth 
that  has  produced  their  wealth  and  power 
has  also  given  rise  to  most  of  the  major 
global  environmental  risks  we  face. 
Developing  countries  share  these  risks, 
but  are  only  at  the  early  stages  of  the  eco- 
nomic development  to  which  they  aspire. 
They  must  grow  if  they  are  to  develop. 
But  their  growth  will  clearly  add  unmense- 
ly  to  global  envirormiental  pressures  and 
risks  unless  they,  too,  can  make  the  tran- 
sition to  more  sustainable  modes  of 
development.  They  can  neither  afford  to 
do  this,  nor  be  expected  to,  unless  they 
have  access  to  the  additional  financial  re- 
sources and  technologies  they  require  to 
integrate  the  environmental  dimension 
into  their  development.  And  it  is  clearly 
in  our  interests  to  help  them  do  so. 

No  single  event  can  be  expected  in 
itself  to  resolve  the  many  complex  issues 
that  will  be  confronting  the  world  com- 


munity in  Rio  de  Janeiro  in  1992;  But  the 
Conference  offers  a  unique  opportunity  to 
launch  the  major  shift  in  inertia  required 
to  put  us  on  the  pathway  to  a  more  se- 
cure and  sustainable  future.  At  the  core  of 
this  shift  there  will  be  changes  in  our  eco- 
nomic life,  a  more  careful  and  more  car- 
ing use  of  the  Earth's  resources  and  great- 
er cooperation  and  equity  in  sharing  the 
benefits  as  well  as  the  risks  of  our  techno- 
logical civilization. 

The  changes  needed  in  industrialized 
countries  —  to  discipline  wasteful  and 
indulgent  patterns  of  production  and  con- 
sumption —  are  very  different  from  the 
changes  needed  to  overcome  poverty  and 
deprivation  in  developing  countries.  But, 
fundamental  changes  are  essential  in 
both,  if  we  are  to  make  the  transition  to  a 
more  secure  anu  sustainable  world  com- 
munity in  the  21st  century.  The  industri- 
ahzed  countries  must  lead  the  processes 
of  change  in  their  own  socieries  and  sup- 
port them  in  developing  countries. 

The  primary  responsibility  for  our 
common  future  on  this  "Only  One  Earth" 
is  in  a  very  real  sense  "in  our  hands." 


Robert  A.  Lutz,  President 

IHRYSLER  CORPORATION 


Environmental  pro- 
tection requires  atti- 
tude, action  and  appli- 
cation of  advanced 
technology.  Chrysler 
Corporation's  environ- 
mental protection 
commitment  utilizes 
all  of  these  approaches. 

Chrysler's  commitment  to  research, 
development  and  use  of  technologies  for 
reducing  auto  emissions  and  improving 
air  quality  includes  vehicle  emission  con- 
trol devices,  alternative  fuels  and  alterna- 
tive engines.  Chrysler's  flexible-fuel 
methanol  cars,  natural  gas-powered  vans 
and  electiic-powered  minivans  clearly 
demonstrate  our  intention  to  incorporate 
these  technologies  in  the  vehicles  we 
manufacture. 

State-of-the-art  environmental  con- 
trols are  being  applied  to  our  manufactur- 
ing plants  as  well,  providing  maximum 
opportunity  to  conserve  resources,  elimi- 
nate potential  pollution  streams  before 
problems  arise  and  recycle  materials.  Our 
new  Jefferson  North  Assembly  Plant, 


where  the  new  Jeep   Grand  Cherokee  is 
produced,  is  built  on  270  acres  of  recy- 
cled land  in  the  heart  of  Detroit.  Both  the 
plant  and  the  vehicle  were  designed  to  be 
environmentally  friendly  We  are  using 
non-CFC  refrigerant  in  Grand  Cherokee, 
our  new  mid-size  sedans  —  Chrysler  Con- 
corde, Dodge  Intrepid  and  Eagle  Vision 
—  and  all  Chrysler  minivans.  And  we  are 
working  to  develop  even  safer  substitutes. 
And  the  Grand  Cherokee,  Concorde,  In- 
trepid and  Eagle  Vision  are  being  built,  by 
weight,  from  virtually  90  percent  recy- 
clable material. 

Vehicle  use  is  also  a  concern.  Jeep  is  a 
founding  member  of  Ttead  Lightly  Inc.,  a 
nonprofit  organization  dedicated  to  edu- 
cating sport  utility  vehicle  users  in  re- 
sponsible off-the-road  land  use  ethics. 

Use  of  alternative  fuels  and  alternative 
engines  holds  a  great  deal  of  promise  to 
lower  emissions  levels.  By  mid-year 
Chrysler  will  begin  delivery  of  production 
flexible-fuel  versions  of  1 992  Dodge 
Spirit  and  Plymouth  Acclaim  models  in 
California.  A  Chrysler-developed  sensor 
allows  the  vehicles  to  operate  on  meth- 


anol gasoline,  or  a  mixture  —  at  no  addi- 
tional cost  over  comparably  equipped 
gasoline-only  vehicles. 

Chrysler's  Natural  Gas  Vehicles 
(NGV)  program  has  also  moved  from  the 
lab  to  the  road.  Production  electric-pow- 
ered minivans  are  available  this  fall,  the 
direct  result  of  development  work  in  our 
electic-power  vehicle  program. 

We  are  developing  an  External  Breath- 
ing Direct  Injection  (EBDI)  two-stroke 
engine.  The  EBDI  is  built  with  half  the 
number  of  parts  in  a  conventional  en- 
gine, weighs  40  p.ercent  less,  and  pro- 
duces more  than  100  horsepower.  More 
powerful  versions  are  currently  under 
development. 

Our  newly  opened  3.3  million-square- 
foot,  $  1  billion  Chrysler  'Ih;hnology 
Center  (CTC)  in  Auburn  Hills,  Michi- 
gan, contains  an  Environmental  Tbst 
Center  for  statc-of-thc-an-research  and 
development. 

To  attitude,  action  and  the  use  of  ad- 
vanced technology,  wc  need  to  add  cost- 
effective  approaches  that  prevent  unnec- 
essary burdens  on  consumers. 


WHY  OUR  APPROACH  TO  GLOBAL  ALARMING 

ISN'T  JUST  HOT  AIR. 


outhem  California  Edison  realizes 
the  best  way  to  reduce  carbon  dioxide 
and  other  greenhouse  gasses  in 
our  air  is  to  produce  less  of  them 
from  the  start.  So  we  have  pledged 
to  do  just  that.  Our  goal  is  to  reduce 
overall  CO2  emissions  by  10%  (from 
1988  levels)  by  the  year  2000.  And  to 
reduce  emissions  by  an  additional 
10%  by  the  year  2010.  To  do  so,  Edison  is 
working  to  improve  energy  efficiency,  en- 
couraging customer  conservation  through 
new  programs  and  technologies 
;^^and  increasing  the  use  of  renew- 
-  ^  ILid^  ^ble  energy,  such 


asgeothermal  and 
solar  resources.  Edison  will 
also  continue  to  support  accelerated  research 
programs  to  resolve  many  unanswered 
questions  on  CO2  and  its  effects  on 
global  climatic  change.  And  we  : 
are  working  closely  with  local, 
state  and  federal  agencies,  as  well  as 
environmental  organizations,  in  deal- 
ing with  this  issue.  Because  at  Edison,  we 
believe  lowering  emissions  to  improve  air 
quality  is  a  goal  worth  reaching  for. 


Southern  California  Edison 


C       K      V.      A      T 


\       K        H      N      K 


iiiiiliy^HyiiSUi 


Today,  as  people  question  how  to  Kve  in  greater  harmony  wit] 
nature,  we  need  to  look  to  nature  itself  for  a  solution.  This  idea,  li] 
so  many  of  the  other  ideas  that  have  advanced  civilization,  is  quitili 
fundamental.  At  Mazda,  weVe  taken  this  avenue  of  thought  to  heaij 
in  our  search  for  alternate  sources  of  energy  for  automohiles.  Oi 
such  source  is  hydrogen.  Hydrogen  comes  from  water,  and  as  i 


urns,  reverts  back  to  water,  producing  only  trace  amounts  of 

itrogen  oxides.  Mazda  has  spent  years  developing  this  engine,  and 

day,  we  have  a  working  prototype.  We  are  convinced  that 

bmorrow  the  hydrogen  engine  will  help  Mazda  revolutionize  the 

elationship  between  car  and  environment. 


Waida  Motor  Corporation 


to  wreak  environmental  havoc. 

In  free-market  democracies,  the  pohtical 
power  on  the  side  of  development  interests 
—  extending  from  multinational  corpora- 
tions and  governments  to  individual  work- 
ers and  consumers  —  has  been  too  formida- 
ble to  embrace  the  zero-gro^^th  policies  pro- 
moted by  some  environmentalists.  The  new- 
rallying  cr>',  one  that  has  found  a  home  with 
many  environmentahst  groups  as  well  as 
governments  and  business  and  industry,  is 
sustainable  development. 


While  sustainable  development  has  achieved 
1990s  buzzword  status,  there  is  no  real  con- 
sensus about  what  it  means.  Common  to  all 
definitions  is  a  longer-term  perspective  that 
considers  the  quality  of  the  world  we  leave 
to  future  generations.  One  well-accepted 
definition  was  offered  by  the  World  Com- 
mission on  Emironment  and  Development. 
"Sustainable  development  meets  the  needs 
of  the  present  without  compromising  the 
abiht)'  of  future  generations  to  meet  their 
o\vTi  needs."  Estabhshed  by  the  UN  in  1983 
and  given  a  broad  mandate  to  examine  criti- 
cal emironment  and  development  issues 
and  offer  reahstic  proposals  to  deal  with 
them,  the  Commission  was  chaired  by  Gro 
Harlem  Brundtland,  former  prime  minister 
of  Norway.  Its  secretary-general  was  lim 
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MacNeill,  widely  considered  one  of  the  fore- 
most authorities  on  sustainable  develop- 
ment. The  Commission's  report,  Oui  Com- 
mon Future  (Oxford  University  Press,  1987), 
adds,  "In  its  broadest  sense,  the  strateg)'  for 
sustainable  development  aims  to  promote 
harmony  among  human  beings  and  between 
humanity  and  nature."  It  set  a  stiff  challenge: 
"The  world  must  quickly  design  strategies 
that  Vkill  allow  nations  to  move  hom  their 
present,  often  destructive,  process  of  growth 
and  development  onto  sustainable  develop- 
ment paths.  This  \\ill  require  pohcy  changes 
in  all  countries,  with  respect  both  to  their 
own  development  and  to  their  impacts  on 
other  nations'  development  possibihties. 
Critical  objectives  for  environment  and 
development  pohcies  that  follow  from  the 
concept  of  sustainable  development  include: 

>  reviving  growth  [to  help  address  poverty 
and  the  overpopulation  and  environmental 
strain  it  causes]; 

>•  changing  the  quaUt>'  of  growth  [by  more 
realistically  valuating  the  stock  of  natural 
capital  that  supports  growth]; 

>  meeting  growing  needs  for  jobs,  food, 
energy,  water  and  sanitation; 

>■  ensuring  sustainable  population  levels; 
>■  conserving  and  enhancing  the  resource 
base  [as  much  a  moral  obligation  as  an  ele- 
ment of  sustainable  development]; 

>  reorienting  technolog)'  and  managing 


risk  [bringing  en\ironmentall>'  friendly  ted 
nologies,  to  developing  coimtriesj; 

>  merging  environment  and  economics 
in  decision  makmg  [requiring  a  broad-baset 
change  in  attitudes,  objects  and  institutions 

The  Commission  set  forth  these  prerequi- 
sites for  attaining  a  state  of  sustainable 
development: 

>  a  pohtical  system  that  secures  effective 
citizen  participation  in  decision  malting; 
>■  an  economic  system  that  is  able  to  gen- 
erate surpluses  and  techmcal  knowledge  on 
a  self-rehant  and  sustained  basis; 

>  a  social  system  that  provides  for  solu- 
tions for  the  tensions  arising  from  dishar- 
monious development; 

>  a  technological  system  that  can  search 
continuously  for  new  solutions; 

>■  an  international  system  that  fosters  sus- 
tainable patterns  of  trade  and  finance; 
>■  an  administrative  system  that  is  flexibk 
and  has  the  capacit>'  for  self -correction." 


Few  discussions  of  sustamable  development 
speak  in  absolutes.  Envtronmental  issues 
are  too  complex  and  dvnarmc.  Still,  deter- 
mining "the  needs  of  present  generauons " 
or  "the  needs  of  future  generations"  will  cer 
tainly  have  a  great  bearing  on  shaping  the 
nature,  magnitude  and  cost  of  the  job  ahead 


Michael  Baly  III,  President 

AMERICAN  GAS  ASSOCIATION 


The  world  today  has 
access  to  an  abundant 
supply  of  clean  natural 
gas,  which  can  be  used 
to  help  protect  the 
Earth's  envirorunental 
quality',  especially 
when  used  in  place  of 
more  polluting  fuels.  For  example,  many 
environmentalists  are  concerned  about 
the  "greenhouse"  effect  and  its  primary 
cause,  carbon  dioxide  (CO:)  emissions. 
Using  natural  gas  instead  of  other  fuels 
can  reduce  emissions  of  CO:  by  as  much 
as  50  percent. 

This  substitution  or  replacement  can 
be  done  in  a  variety  of  applications. 
Some,  such  as  electric  generation,  are  of 
particular  importance  to  developing 
countries.  Natural  gas-tired,  combined- 
cycle  turbine  generating  systems  are  not 
only  much  more  efficient  than  conven- 
tional systems  —  45  percent  vs.  about  33 
percent  —  but  have  significant  environ- 
mental benefits. 

Natural  gas  can  also  make  a  significant 
contribution  in  the  transportation  sector. 


Gasoline-powered  vehicles  contribute 
about  three-fourths  of  the  carbon  monox- 
ide pollution  found  in  developed  areas. 
They  also  produce  most  of  the  hydro- 
carbons and  a  significant  amount  of  COv 

Advanced  natural  gas-fueled  vehicles 
have  the  potential  to  reduce  carbon 
monoxide  and  reactive  hydrocarbon 
emissions  by  90  percent,  and  CO:  emis- 
sions by  about  25  percent,  compared 
with  today's  gasoUne  vehicles. 

Several  new  cooling  technologies  that 
use  natxiral  gas  are  also  notable  for  what 
they  don't  use:  chlorofluorocarbons  or 
CFCs,  the  primar>'  cause  of  the  "hole"  in 
the  stratospheric  ozone  layer  and  a 
"greenhouse"  contributor. 

Perhaps  most  important,  all  of  these 
technologies  share  a  similar  characteris- 
tic: they  can  reduce  harmtul  emissions, 
provide  increased  efficiency  —  and  do  it 
without  a  negative  economic  impact  In 
many  cases,  in  fact,  using  new  natural 
gas  technologies  will  result  in  economic 
improvement. 

Does  the  world  have  enough  natural 
gas  to  sustain  a  maior  increase  m  con- 


sumption; Absolutely  In  the  U.S.  akme, 
an  estimated  100-year  suppl>'  exists, 
including  so-called  non  conventional 
supplies  such  as  coal-seams,  some  of 
which  are  alread>'  being  tapped.  In  the 
supply  sense,  the  wx)rld's  natural  gas 
industry'  is  sull  in  its  intancy. 

The  American  Gas  Assoaauon  is  acti- 
vely promoting  the  use  of  clean,  econom- 
ical efficient  natural  gas  tcchnolc«ies 
around  the  \\-orld.  For  devdopr 
tries  to  ignore  natural  gas  tech:       .    - 
while  their  industrial  base  is  maturing  is 
to  admit  that  the  future  wll  repeat  the 
polluted  past. 

That  IS  why  A.G.A.  rectnilv  hosted  a 
seminar  at  the  United  Nauons  called 
"Natural  Gas  and  Climate  Change:  The 
Potential  of  Natural  Gas  Utilisation 
Technolopes  to  EamomicalK"  Coniiol 
Greenhouse  Gas  Emissions  "  Sponsored 
by  the  US  State  Department,  the  e%Tnt 
outlined  the  manv  wav^  natural  pas  can 
make  a  maior  contribution  m  -  t 

cmnainmcntallv  sate  susiaixur 

opmcnt  around  the  H'orkl  —  and  in  our 
o\^'n  backyard. 


Contrary  to  what  you  m^  think,  the  busiest 
air  traffic  in  the  world  isrft  at  Chicago  Airport. 


a     According  to  statistics,  Brazil  has 
the  busiest  air  traffic  in  the  world  and 
surely  the  most  beautiful,  colourful 
and  varied  one.  One  thousand,  six 
hundred  species  of  birds  already 
catalogued  and  countless  ones  still 
unknown,  flying  over  the  countr>'  daily.  Flights 
that  more  and  more  Nature  lovers  come  to  see. 
Just  prick  up  your  ears  and  listen  to  the  exotic 
singing  of  the  "uirapurus".  "araras", 
"mandacurus"  and  many  other  forest  birds  or 
raise  your  head  and  enjoy  the  wonderful  shows 


at  the  great  stage  that  i^  the  Brazilian  sky. 

A  trip  to  Brazil  is  the  opportunity  to  know  a 
country  concerned  with  the  preservation  of  life 
in  its  natural  environment.  To  reach  this  aim, 
more  than  a  hundred  forest  parks  and  ecological 
resorts  that  shelter  the  biggest  biological  heritage 
on  Eanh  have  been  created.  A  kind  of  richness 
that  you  have  to  know  personalK'  and  that  is  only 
a  few  hours  flight  away  from  an>'  airport  in  the 
worid,  including  the  Chicago  airport,  which  has 
the  second  busiest  air-traffic  in  the  world. 

For  further  information,  see  your  travel  agent. 


t£    SBRAZIL    y 

^^^  ^ff-  \   ^"^"1  EMBRATUR  -  BRAZILIAN  TOURIST  BOARD  MMIlBHifl 


Do  these  needs  include  a  healthy,  clean 
environment  that  also  preserves  bio-diversi- 
ty and  natural  habitats?  Or  is  it  enough  to 
have  access  on  demand  to  a  v^^ealth  of  multi- 
media nature  films  (with  the  genetic  materi- 
al of  all  Imown  life  forms  having  been  pre- 
served, of  course)? 

Hard  choices  M^ill  have  to  be  made,  not 
the  least  of  which  will  include  paying  for  the 
real  cost  of  natural  resources.  Democracy,  as 
the  most  efficient  form  of  government  for  a 
free  market,  has  won  the  day  and  people 
worldwide  will  be  asked  to  vote  not  only 
with  ballots  but  with  their  money. 

As  environmental  concerns  increasingly 
influence  consumer  choices,  "green"  mar- 
keting will  accelerate  the  shift  from  regula- 
tion to  free-market  forces.  The  Gallup  Inter- 
national Institute  recently  conducted  a  26- 
country  survey  to  gauge  opinion  about  the 
environment.  Preliminary  resuhs  indicate 
there  is  broad  public  support  for  environ- 
mental initiatives,  even  if  the  result  is  slow- 
er economic  growth  and  higher  consumer 
prices. 

A  number  of  developed  countries  are  not 
waiting  for  the  Earth  Summit  to  embark  on 
their  own  ambitious  programs  to  adopt  sus- 
tainable practices  and  policies.  Canada, 
Norway  and  The  Netherlands  are  three  out- 
standing examples.  Canada  has  begun  to 
institute  "roundtables"  at  national,  provin- 
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cial  and  local  levels,  bringing  together  all 
elements  of  society  to  address  the  multi- 
faceted  implications  of  moving  toward  sus- 
tainability.  Norway  was  the  first  country  to 
align  its  environmental  policies  to  the  World 
Commission's  recommendations,  among 
the  first  to  adopt  the  "polluter  pays"  princi- 
ple, and  it  now  requires  its  ministries  to 
conduct  annual  envirormiental  audits. 


Eliminating  poverty  and  overpopulation  is 
central  to  the  prevailing  view  for  achieving 
sustainable  development,  and  associated 
issues  permeated  the  discussions  and  nego- 
tiations during  the  three-year  UNCED 
process.  People  who  can't  feed  themselves 
can't  be  expected  to  care  about  the  environ- 
ment. One  calculation  has  1.3  billion  people 
lacking  access  to  safe  drinking  water,  770 
million  with  insufficient  food  to  pursue 
work  and  another  800  million  living  in 
"absolute  poverty." 

For  the  poorest  countries,  which  receive 
most  of  their  income  fi:om  natural  re- 
sources, the  environmental  assault  is  two- 
fold: exhausting  capital  stocks  of  resources 
in  an  unsustainable  manner,  and  cultivating 
less  fertile  lands  —  natural  habitat  and  steep 
mountain  terrace  farms  —  that  are  soon 
abandoned  to  add  to  the  woes  of  soil  ero- 
sion, floods  and  mudslides.  Throw  in  bil- 


lion-dollar loans  serviced  by  highly  volatile 
natural  commodity  markets,  and  a  near-per- 
manent debtor  status  can  ensue. 

Rapid  population  grov^th  exacerbates  the 
problems  of  poverty,  requiring  higher  levels 
of  growth  just  to  mainuin  current  levels  of 
consumption.  World  population  has  more 
than  tripled  in  this  century  alone,  and  some 
scenarios  see  another  doubhng  —  to  10  bil- 
lion —  within  50  years.  With  practically  all 
of  this  population  growth  occumng  in  devel- 
oping countries,  the  consequent  need  for 
faster  growth  v^U  only  place  fiarther  stress 
on  their  envirormients.  Some  nations,  like 
China,  have  broken  the  vicious  cycle  of 
poverty  and  overpopulation.  As  a  result, 
China's  prospects  today  for  sustained  real 
growth  are  far  brighter  than  anyone  would 
have  predicted  less  than  a  decade  ago. 


Technology'  is  ver}-  much  a  two-edged  sword 
for  the  environment.  While  responsible  for 
the  industrial  consumer  society  that  has 
threatened  environmental  quality,  technolo- 
gy also  offers  the  best  hope  for  solving  the 
most  formidable  environmental  problems. 
Whether  it  means  feeding  more  people  on 
less  land,  squeezing  more  energy  out  of  the 
same  unit  of  fuel,  or  finding  suitable  substi- 
tutes for  scarce  resources,  technology'  can 
support  the  environment  or  help  destroy  it. 


Lodwrick  M.  Cook,  Chairman  &)  CEO 

ARCO  --  ATLANTIC  RICHFIELD  COMPANY 


Events  of  the  last  two 
decades  —  roughly  the 
span  of  the  worldwide 
environmental  move- 
ment —  have  demon- 
strated all  too  clearly 
ihat  cleaning  up  the 
world  is  a  far  from 
uncomplicated  task. 

Good  progress  has  unquestionably 
been  made.  The  air  and  water  are  clean- 
er; workplaces  are  safer;  fish  and  wildlife 
are  better  protected.  Working  closely  with 
government  agencies,  companies  like 
ARCO  have  provided  effective  environ- 
mental health  and  safety  measures  in 
their  day-ioday  operations. 

Yet  as  our  accomplishments  increase, 
so  do  the  argimients  about  the  changes 
that  lie  ahead.  Certainly,  we  can't  back 
away  from  our  commitment  to  clean  up 
the  residue  of  a  century  of  industrializa- 
tion. The  common  enemies  thai  must  be 
met  and  overcome  are  soil,  water  and  air 
contaminants. 

But  what  standards  should  apply  to 
the  clean-up  effort  —  is  it  in  the  eye  of 


the  regulator  or  should  some  practical 
measure,  say  public  health,  apply?  And 
what  about  cost?  The  war  against  pollu- 
tion has  come  to  be  hugely  and,  to  many 
of  us,  needlessly  expensive.  America  has 
spent  a  trillion  dollars  on  the  environ- 
ment since  the  Santa  Barbara  oil  spill  of 
1969.  This  country^  is  currently  spending 
$115  billion  a  year  —  more  than  S13  mil- 
lion an  hour  —  to  comply  with  regula- 
tions. Is  every  one  of  these  dollars  well 
spent?  I  have  to  doubt  it. 

Is  our  environmental  renaissance  to  be 
guided  by  hard  scientific  facts  or  mere 
enthusiasms  that  gain  credence  as  their 
advocates  promote  them?  Others  may 
disagree,  of  course,  but  I  would  put 
methanol  in  that  category.  A  wave  of 
enthusiasm  for  methanol  as  the  answer 
to  our  air  quality  problems  washed  over 
government  a  few  years  ago.  Our  busi- 
ness, gasoline,  was  nearly  swamped  by  it. 
"Mcthaholics"  in  Washington  and 
Sacramento  were  putting  the  finishing 
touches  on  their  plans  to  phase  gasoline 
out  of  existence  when  wc  fought  back. 
Under  intense  pressure,  ARCO  quickly 


introduced  a  line  of  emission-control 
gasolines  that  effectively  rewrote  the  fed- 
eral clean-air  legislation.  And  we  have 
worked  with  Cahfornia  state  regulators 
on  a  still  cleaner  formula  to  meet  tough 
new  emission  regulations  that  will  take 
effect  in  1996.  We  call  it  EC-X  Burned  in 
new  vehicles,  it  will  be  among  the  clean- 
est transportauon  fuels  that  can  be  pro- 
duced short  of  electric  cars. 

Clearly,  if  gasoline  were  made  illegal, 
ARCO  would  go  through  a  maior  con\-uI- 
sion  that  we  would  hke  to  a\'oid.  But  we 
believe  our  point  of  view  serves  a  broader 
principle  as  well,  the  need  to  presers'e  our 
economy  as  wc  work  to  saw  our  Earth. 
In  the  past  American  industry-  pursued 
economic  activity  without  regard  for  the 
long-term  effects  on  the  cmnronmeni. 
Responsible  corporations  have  no  desire 
to  return  to  the  bad  old  da\"s  But  m  our 
eftorts  to  make  up  tor  those  sins,  let's 
avoid  the  temptation  to  rush  to  the  other 
extreme  With  leadership,  imagination 
and  cooperation,  we  can  haw  bvuii  finan- 
cial and  environmental  success.  But  not 
one  without  the  oilier 
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EMISSION  CONTROL  GASOUNES. 

REFORMUUIED 

FUELS  OF  IHE  FUIURE. 


When  ARCO  introduced 
its  first  reformulated  gasoline, 
EC-1,  in  1989,  it  marked  the 
greatest  advance  in  the  use  of 
fuels  to  reduce  vehicular  air 
pollution  in  decades. 

In  1991,  ARCO  an- 
nounced test  results  of  a  new 
formulation  called  EC-X,  a 
fuel  that  would  reduce  vehic- 


ular emissions  by  an  average 
of  3S  million  pounds  per  day 
if  used  by  all  vehicles  in 
California. 

Reformulated  fuels  re- 
present the  fastest,  most  eco- 
nomical and  most  practical 
way  to  clean  up  our  nation's 
skies.  More  importantly  this 
environmental  advance  can 


be  made  using  vehicles  on 
the  road  today  with  no  retro- 
fits required. 

ARCO  is  proud  of  the 
role  it  has  played  in  develop- 
ing clean  fuels  for  the  future. 


ARCO 


QEAN  FUELS  FOR  THE  FUTURE. 


Test  your  knowledge  of  CFCs  and  natural  gas  air  conditioning. 


1.  Chlorofluorocarbons  (CFCs)  are  the 

primary  cause  of: 

A.  Acid  rain  B.  Upper-level  ozone  depletion 

C.  Contaminated  water  D.  All  of  the  above 


2.  Refrigeration  and  cooling— in  vehicles, 
homes,  businesses  and  industrial  processes- 
are  responsible  for  about  40%  of  global  CFC 
production.  Of  this  amount,  production  for 
commercial  and  industrial  use  represents: 
A.  15%  B.  25%  C.  40%  D.  60% 


1.  Answer:  B.  CFCs  have  been  linked  to  the 
depletion  of  the  ozone  layer  in  the  upper 
atmosphere.  This  allows  more  damaging 

ultraviolet  rays  to  reach  the  earth.  To  protect 

us,  we  need  sunscreens  and  common  sense; 

to  protect  the  ozone  layer,  we  need  to  reduce 

CFCs.  One  major  source:  electric  air 

conditioning  systems.  One  alternative: 

natural  gas  absorption  type  cooling  systems 

which  use  water  and  salt  instead  of  CFCs. 

Gas  cooling  systems  can  reduce  energy  costs 

without  depleting  the  ozone  layer. 

2.  Answer:  D.  According  to  preliminary  ERA 
estimates  of  domestic  CFC  emissions,  home 

refrigerators  and  freezers  contribute  more 

than  5,000  metric  tons  annually  w  hile  cold 

storage  represents  8,000  tons,  retail  food 

refrigeration  more  than  12,000  and  industrial 

processes  nearly  30,000.  Protecting  the  ozone 

layer  will  require  a  major  global  effort  to 
reduce  CFC  use  in  commerce  and  industry. 


3.  Natural  gas  heats,  but  it  can  also  cool— and 

save  money  Gas  cooling  systems  are 

least  expensive  to  operate  in  the: 

A.  Summer  B.  Fall  C.  Winter  D.  Spring 


3.  Answer:  A.  Gas  cooling  systems  benefit 

from  a  fortuitous  coincidence:  natural  gas 

prices  are  the  lowest  in  the  summer,  just 

when  air  conditioning  often  pushes 

electricity  costs  to  their  annual  peak.  Because 

annual  electricity  costs  arc  often  calculated 

based  on  peak  demand,  switching  to  natural 

gas  cooling  can  often  result  in  year-long 

sa\  ings.  It's  not  alw ays  ^wssible  to sa\e 

money  while  protecting  the  en\  ironment,  but 

when  it  is,  \n  h\  not  look  for  the  natural 

solution— natural  gas! 


There  are  no  simple  answers  . . .  but  there  are  smart  choices. 
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You  know  that  the  hole  in  the  earth's  protective  ozone  layer  is  caused  by 

chlorofluorocarbons— CFCs.  And  you  know  that  a  major  source  of  CFCs  is 

found  in  the  cooling  elements  of  refrigerators  and  air  conditioners.  What 

you  may  not  know  is  that  a  major  solution  can  be  found  in  air  conditioning 

that  runs  on  natural  gas.  Because  the  technology  behind  natural  gas 

absorption  cooling  does  not  use  CFCs.  It  uses  simple  salt  and  water  And 

that's  just  one  of  its  advantages.  Natural  gas  cooling  often  costs  less  to  operate 

than  electric  cooling  If  youd  like  to  find  out  more  about  natural  gas  air  conditioning,  talk  to 

the  experts  at  your  local  natural  gas  company  In  times  like  these,  they're  well  worth  looking  up 
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Use  natural  gas.  We'll  all  breathe  easier 


The  real  issue  is  directing  the  energies  of 
technological  innovation  toward  environ- 
mentally supportive  endeavors.  This  means 
building  in  market  incentives  for  recycling, 
conservation,  hazardous  waste  treatment 
and  source  reduction,  to  name  a  few  worth- 
while objectives. 

History  shows  that,  more  often  than  not, 
when  limits  appear  to  have  been  stretched 
beyond  hope,  technology  has  broken 
through  to  unveil  appropriate  substitutes  or 
to  redefine  limitations.  Does  this  justify 
blind  faith  in  technological  silver  bullets? 
Certainly  not.  But  imagine,  for  instance,  the 
potential  "energy  dividend"  in  the  beakers  of 
the  cold-fusion  pioneers. 

In  the  context  of  sustainable  development 
and  UNCED,  the  big  issue  is  the  transfer  of 
environmentally  friendly  technology  to  de- 
veloping countries  without  delay  and  in  an 
equitable  manner.  Whatever  the  terms,  it's 
clear  that  rapid,  broad-based  technology 
transfer  is  in  the  interests  of  the  developed 
nations  who  own  those  technologies.  One 
chilling  —  and  challenging  —  example:  If 
China,  just  beginning  its  own  large-scale 
industrial  development,  powers  its  growth 
with  its  plentiful  coal  reserves,  the  amount 
of  carbon  dioxide  it  will  release  into  the 
atmosphere  will  dwarf  any  reductions  the 
industrialized  world  can  attain  in  its  efforts 
to  combat  global  warming. 
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The  late  1980s  saw  an  environmental  awak- 
ening  for  business  and  industry.  Spurred  by 
the  increasing  costs  of  regulatory  comph- 
ance  and  the  demands  of  an  emerging 
"green"  consumer,  business  and  industry 
have  warmed  to  the  concept  of  sustainable 
development. 

In  April  1991  the  International  Chamber 
of  Commerce  (ICC)  representing  world  busi- 
ness, launched  The  Business  Charter  for 
Sustainable  Development,  a  voluntary  inter- 
national code  to  foster  improvement  in 
environmental  management  praaices.  The 
Charter  now  has  over  750  corporate  signato- 
ries worldwide,  including  one  in  four 
FORBES  500  companies.  The  International 
Enviroimiental  Bureau,  a  division  of  the 
ICC,  is  pubhshing  Business  and  Sustainable 
Development  —  From  Ideas  to  Action, 
which  will  be  presented  at  the  ICC  Industry 
Forum  in  Rio  on  the  eve  of  the  Earth 
Summit.  It  includes  over  1 50  examples 
demonstrating  the  implementation  of  the 
Business  Charter  for  Sustainable  Devel- 
opment principles  in  large  and  small  enter- 
prises. Joseph  E.  Connor,  ICC  president  and 
chairman  of  Price  Waterhouse  World  Firm, 
says,  "Economic  growth,  open  markets  and 
environmental  protection  are  complemen- 
tary and  compatible  objectives." 

The  ICC  Task  Force  for  UNCED,  which 


has  addressed  a  host  of  environment  and 
development  issues  shaping  the  Earth 
Summit,  also  stressed  this  point  in  its 
Business  Brief:  "The  ICC  shares  the  view 
that  there  is  complementarity,  not  a  con- 
flia,  between  economic  development,  inter- 
national trade  and  environmental  protec- 
tion. Unless  envirorunental  concerns  are 
addressed,  economic  growth  will  result  in  a 
deteriorated  environment  and  a  decreasing 
quahty  of  hfe  for  the  world's  inhabitants. 
Simply  slowing  economic  growth,  howeve^ 
is  not  the  answer  because  economic  growA 
improves  quahty  of  hfe  and  creates  the 
social  conditions  and  resources  needed  to 
address  environmental  concerns.  It  stimu- 
lates the  technological  development  needed 
for  sohdng  environmental  problems,  and 
also  a  more  rapid  change  in  investments 
with  inherent  environmental  improve- 
ments. International  trade  enhances  effi- 
cient global  use  of  resources  and  transfer  of 
technology,  is  indispensible  to  economic 
growth  and  is  thereby  a  key  element  in  envi 
ronmental  proteaion." 
The  task  force  sees  great  promise  in  the 
marketplace: 

"Progress  toward  sustainable  development 
can  best  be  achieved  by  working  withm  the 
framework  of  a  market  economy,  and  adapt- 
ing it  to  reflect  environmental  concerns. 
The  extreme  environmental  degradation 
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Paul  A.  Allaire,  Chairman  &)  CEO 

XEROX  CORPORATION 


Xerox  shares  the  pub- 
lic's concern  about  the 
environment  and  has 
integrated  that  concern 
into  our  business  acti- 
vities, making  environ- 
mental values  a  key 
part  of  the  Xerox  cor- 
porate culture.  Over  the  years,  we  have 
introduced  many  product  ideas  to  con- 
serve energy  and  reduce  waste,  including 
automatic  energy-saving  modes,  two- 
sided  copying  and  laser  printing,  and  on- 
demand  printing. 

In  1 980,  we  formalized  our  commit- 
ment to  the  environment  by  creating  a 
corporate  Environmental  Health  and  Safe- 
ty organization.  Directed  by  James  C. 
MacKenzie,  this  group  is  dedicjted  to 
advancing  our  environmental  poiKv, 
which  states:  "Xerox  is  committed  to  the 
protection  of  the  environment  and  the 
hcahh  and  safety  of  its  employees,  cus- 
tomers and  neighbors.  This  comnut- 
ment,  applied  worldwide,  takes  priority 
over  economic  considerations  and  in- 
volves continual  improvement  of  envi- 


ronmental performance,  including  prod- 
uct design  for  optimum  recyclabihty  and 
reusabihty." 

In  1990,  Xerox  estabUshed  an  Environ- 
mental Leadership  Program  to  undertake 
new  initiatives  focused  on  the  environ- 
mental principles  of  resource  conserva- 
tion, recycling  and  reuse.  Over  the  past 
two  years,  we  have: 

*>  Strengthened  asset-recycling  manage- 
ment by  adopting  "cradle- to -grave"  life- 
cycle  design  requirements  for  products 
and  by  extending  programs  for  equip- 
ment and  parts  recovery,  remanufactiu- 
ing  and  recycling. 

►  Introduced  recycled  copy  papers  in  the 
U.S.,  Canada  and  Europe. 

►  Reused  containers  and  pallets  from 
suppliers,  avoiding  10,000  tons  of  waste 
and  saving  up  to  $  1 5  million  annually. 
>-  Reduced  toxic  emissions  substantially 
and  joined  the  EPA's  "33/50"  program, 
which  calls  tor  1 7  toxic  emissions  to  be 
reduced  33  percent  by  1992  and  50  per- 
cent bv  1995. 

►  Reduced  the  amount  of  hazardous 
wastes  being  sent  to  landfills  by  a  factor 


of  four  from  1988  to  1991  through 
source  reduction,  recycling  and  waste 
treatment.  In  Brazil,  Xerox  is  reducing  its 
PCB  waste  by  90  percent  through  a  PCB 
segregation  process. 

Increased  the  percenuge  of  wastes  be- 
ing recycled  and  used  as  alternate  fuels  at 
the  company's  10  largest  sites  m  North 
America  and  Europe  from  38  percent  in 
1990  to  61  percent  m  1991. 

Xerox  is  a  qualit>'  company  dedicated 
to  providing  our  customers  vnth  uinova- 
tive  products  and  services  to  fulh'  meet 
their  needs,  mcludmg  emnronmental 
concerns.  To  that  end,  Xerox  and  its 
international  subsidianes  —  Rank  Xerox 
and  Xerox  do  Brasil  —  last  vear  signed 
and  adopted  the  prmciples  contained  in 
the  ICC  s  Business  Chaner  tor  Sustain- 
able Development 

At  Xerox,  we  belieN-e  that  our  EnNiron- 
mental  Leadership  Program  and  us  goal 
ot  continuous  resiiurce-consenution  im- 
provement IS  an  expression  ot  the  sus- 
tainable dex^elopment  \nsion.  And  like  the 
quest  tor  qualit>',  it  is  also  "a  race  without 
a  tinish  Ime." 


The  Perfect  Vehicle  For  Everyone 
Who  Wants  A  Nice  Cabin  In  The  Woods. 


The  New  Jeep.  Grand  Cherokee  Limited 


There's  Only  One  Jeep* 
Advant^e:  Chrysler^ 


Chryslfr's  Owner's  Choice  Protection  Plan  includes:  7-ye«r/70.000-mile  powenrain  pnMeaion  or  ? -year/ 36.000- mile  bumper 

•     to-bumper  warranty.  Your  choice.  And  with  no  deductible.  See  limited  warranties,  rwtriaiotu.  and  details  at  dealer.  Excludes 

normal  maintenance,  adjustments,  atui  wear  items.  For  further  information  about  Jeep  Grand  Cherokee,  call  1-800- JEEP-EAGLE. 

Jeep  is  a  registered  trademark  of  Chrysler  Corporation.  Buckle  up  for  safety. 
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experienced  in  centrally  planned  economies 
results  in  part  from  ignoring  market  signals. 
Making  market  forces  work  to  protect  and 
improve  the  quality  of  the  environment  — 
with  the  help  of  performance-based  stan- 
dards and  judicious  use  of  economic  instru- 
ments in  a  harmonious  regulatory  frame- 
work —  is  one  of  the  greatest  opportunities 
that  the  world  faces  in  this  decade." 


TAKE  THE  PLEDGE  . 


Last  December,  UNCED's 
Maurice  Strong  and  Theodore  W. 
Kheel,  Chairman  of  the  Earth 
Summit  Committee,  introduced 
the  Earth  Pledge,  which  states, 
"...I  pledge  to  make  the  Earth  a 
secure  and  hospitable  home  for 
present  and  future  generations." 
The  goal  of  the  Committee  is  to 
see  millions  of  people  v\/orldwide 
make  a  demonstrative  commit- 
ment to  positive  change,  raise 

public  awareness  and  promote  discussion  of  the  Earth  Summit. 
To  commemorate  and  promote  the  Earth  Pledge,  famed  artist 
Robert  Rauschenberg  created  a  special  work,  entitled  "Last  Turn,  Your 
Tum."  This  expression  of  support  for  sustainable  development  formed 
the  basis  for  the  official  poster  to  promote  the  Earth  Pledge.  The 
Robert  Rauschenberg  Foundation  also  donated  200  signed  prints  of 
the  work  to  help  fund  the  work  of  the  non-profit  Earth  Summit  Com- 
mittee. Posters,  signed  posters  and  signed  prints  are  all  available  for 
sale.  Call  800.942.4052  for  purchase  information. 


ADVERTISEMENT 

The  ICC  is  also  assisting  companies  in 
incorporating  environmental  audits  into 
their  reporting  and  plaiming,  addressing  the 
critical  need  for  measurement  in  order  to 
evaluate  the  effectiveness  of  otherwise  well- 
intentioned  pohcies.  As  for  American  busi- 
ness, Abraham  Katz,  president  of  the  U.S. 
Council  for  International  Business,  the  U.S. 
affihate  of  the  ICC,  says,  "Companies  in  the 
United  States  are 
showing  concrete 
achievements  in  the 
improvement  of  en- 
virorunental  man- 
agement and  the  in- 
tioduction  of  envi- 
ronmentally friend- 
ly technologies." 
Another  high- 
profile  initiative  is 
the  Business  Coun- 
cil for  Sustainable 
Development,  50 
CEOs  representing 
business  and  indus- 
try worldwide. 
Chaired  by  Swiss 
industrialist 
Stephan  Sclimid- 
heiny,  the  BCSD  is 
releasing  at  the 
Earth  Summit 


Changini  Course  (1992,  MIT  Press),  a 
series  of  38  case  studies  selerted  accordin 
to  seven  priority  management  themes:  m 
agement  leadership,  industrial  partnershi 
stakeholder  cooperation,  finance,  cleaner 
production,  cleaner  products  and  sustain- 
able resource  use.  I 
A  number  of  other  business  organizatK 
with  strong  environmental  programs  havi 
emerged  in  recent  years.  Most  have  em- 
braced the  sustainable  development  cona 
The  Global  Environmental  Management 
Initiative  (GEMI),  based  m  Washmgton,   ; 
D.C.,  was  formed  in  April  1990,  and  has 
strong  U.S.  membership,  including  firms 
hke  Alhed-Signal,  Apple  Computer,  Kodal 
Merck,  Procter  et)  Gamble  and  Boeing.  Th 
World  Environment  Center  (WEC),  based 
New  York,  focuses  on  strengthening  envi- 
ronmental management  and  industrial     ' 
health  and  safety  practices  worldwide.  Its 
International  Environment  Forum  repre- 
sents over  60  international  companies, 
including  su'^h  famihar  names  as  BASF,  B 
Bristol-Myers,  Digital  Equipment,  Dow 
Chemical,  ELF  Aquitaine,  General  Electnt 
General  Motors,  Motorola,  Northern  Tele 
com,  Philhps  Petroleum,  3M,  S.C.  lohnso 
and  IBM.  The  International  Network  for 
Environmental  Management  (INEM),  estc- 
fished  in  February  1991  and  based  in  Han 
burg,  is  an  umbrella  organization  of  natioi 


John  E.  Bryson,  Chairman  eO  CEO 

SOUTHERN  CALIFORNIA  EDISON 


EW^M  One  year  ago,  South- 
^^M  em  California  Edison 
^^H  became  one  of  Amer- 
'   ^M  ica's  first  utilities  to 
^fl  adopt  a  resource  strate- 
'^H  gy  that  will  reduce  our 
^H  carbon-dioxide  emis- 
m/M  sions  10  percent  by  the 
year  2000,  with  the  goal  of  an  additional 
10  percent  reduction  by  2010.  We'll  ac- 
complish these  reductions  even  though 
the  population  we  serve  is  projected  to 
increase  40  percent,  to  14  million,  during 
that  period. 

We  took  this  action  despite  the  uncer- 
tainties surrounding  global  warming  and 
its  causes.  We  agree  it  is  sound  scientific, 
utility  and  business  policy  to  take  "no 
regrets"  actions  now,  that  are  not  unrea- 
sonably costly,  to  reduce  CO2  emissions 
over  the  next  two  decades. 

A  three-pronged  approach  will  be  used 
to  achieve  these  reductions:  steppin,iL;  up 
cost-effective  customer  conservation  and 
energy  efficiency  programs;  continuini; 
our  pioneering  efforts  in  the  development 
of  cost-effective  renewable  and  alternate 


energy  resources;  and  modernizing  older, 
less  efficient  Edison  steam  units  to  com- 
bined-cycle systems  as  we  phase  out  the 
burning  of  oil  to  generate  electricity. 

In  addition  to  our  CO2  reduction  plan, 
Edison  is  taking  the  environmental  ini- 
tiative on  numerous  fronts  as  we  work 
with  public  and  private  organizations  to 
formulate  balanced  solutions  to  tough 
environmental  problems. 

In  the  1990's,  we  will  continue: 

>  Developing  electric  vehicles  which  op- 
erate 97  percent  cleaner  than  gasoline- 
powered  cars  and  trucks; 

>■  Accelerating  electrification  of  mass 

transportation; 

>■  Helping  customers  deal  cost-effectively 

with  environmental  regulations,  such  as 

the  elimination  of  chlorofluorocarbons 

(CFCs)  in  chillers; 

>  Making  our  award-winning  Endan- 
gered Species  Alert  Program  available  to 
other  utilities  and  state  agencies;  and 
>•  Restoring  1 50  acres  of  wetlands 

We're  working  to  clean  our  own  house 
as  well.  Emissions  firom  Edison's  gas-fired 
boilers  already  are  among  the  lowest  in 


the  United  States.  We'll  invest  hundreds 
of  miUions  of  dollars  during  this  decade 
to  meet  the  most  stringent  pollution  con- 
trol standards  in  the  nation.  Throu^ 
recycling  and  other  means,  we'll  reduce 
company- produced  hazardous  wastes  by 
95  percent  from  1987  levels.  And  we've 
permanenUy  reduced  the  company's 
water  consumption  by  400  miUion  gal- 
lons a  year.  Furthermore,  Edison  became 
the  nation's  first  electric  utility  to  join 
the  EPA's  Green  Lights  Program,  which 
encourages  energy  efficiency  by  American 
businesses.  Practicing  what  we  preach, 
we'll  be  installing  more  energy-efficient 
lighting  systems  at  company  facilities 
and  construction  projects. 

Our  goal  is  to  help  customers  techno- 
logically, competitively  and  environmen- 
tally. For  us,  good  business  practices  are 
good  for  the  environment.  We're  deter- 
mined to  manage  well  the  environmental 
consequences  of  our  busmcss  and,  by 
applying  a  little  creauve  energy  to  the  sit- 
uauon,  lead  the  way  in  helping  southern 
California  prosper  as  a  desirable  place  to 
live  and  work. 


Ronaldo  do  Monies  Rosa,  President 

EMBRATUR 


Embratur,  the  official 
agency  of  Brazilian 
tourism,  is  endorsing  a 
comprehensive  range 
of  tours  that  support 
the  nation's  strong 
position  concerning 
envirormiental  preser- 
vation. The  tours  cover  Brazil's  ecosys- 
tems and  include  travel  to  the  Amazon 
Rain  Forests  and  the  Atlantic  Coastal 
Forests  as  well  as  tours  to  the  Pantanal, 
Mangrove,  Cerrado,  Spare  Vegetation  and 
Meadow  areas.  One-,  four-,  five-  and  six- 
day  tours  can  be  combined  so  that  travel- 
ers can  see  each  of  these  areas  in  a  vari- 
ety of  time  frames.  Transportation,  ho- 
tels, transfers,  meals  and  guides  are  in- 
cluded m  most  of  the  tours. 

Tours  through  Brazil's  ecological  sanc- 
tuaries have  been  especially  developed  to 
coordinate  with  the  travel  plans  of  dele- 
gates, lecturers,  journahsts  and  tourists 
who  are  attending  or  covering  the  United 
Nations  Conference  on  Environment  and 
Development  to  be  held  in  Rio  de  Janeiro 
ia  June  1992.  Howevei,  the  tours  are 


available  before  and  after  the  conference 
because  they  are  ideal  for  business  and 
vacation  travelers  who  come  to  Brazil  at 
any  time  during  the  1 992- 1 993  season. 

The  Brazilian  travel  experts  who 
planned  the  tours,  as  well  as  Embratur 
and  the  Brazihan  Enviroimient  Institute 
who  endorse  their  programs,  recognize 
that  the  objectives  of  the  tours  are 
unique.  Essentially,  these  novel  travel 
packages  provide  visitors  with  the  oppor- 
tunity to  enjoy  a  respite  from  daily  pres- 
sures amidst  the  awesome  and  healing 
spectrum  of  natural  wonders  which  are 
exclusively  Brazil's  endowment.  Embra- 
tur contends  that  travelers  who  are  ex- 
posed to  the  expansive  and  varied  charac- 
ter of  the  Brazihan  tenain  will  experience 
an  authentic  reconciliation  with  nature 
so  they  can  return  to  their  work  and  their 
daily  lives  with  revitalized  motivation, 
inspired  by  a  new  understanding  of  their 
own  environment. 

The  tours  offer  visitors  the  opportuni- 
ty to  get  acquainted  with  Brazilians  who 
reside  in  these  environmentally-endan- 

led  areas.  With  this  introduction,  tiav- 


elers  experience  the  diversity  of  culture 
and  art  of  these  residents  —  a  diversity 
that  represents  the  very  soul  of  Brazil. 

The  government  of  Brazil  and  the 
business  community  are  thoroughly  sup- 
porting the  travelers'  access  to  many 
places  and  regions  not  previously  pro- 
moted as  vacation  sites.  Brazil's  govern- 
ment and  business  agree  that  limiting 
access  to  remote  areas  is  not  synony- 
mous with  preserving  these  sites.  Rather, 
by  opening  up  environmentally  endan- 
gered areas  in  a  non-intrusive  way,  the 
travelers'  pleasure  and  understandmg  are 
enhanced  and  simultaneously,  the  quality 
of  life  for  inhabitants  is  improved. 

Today,  Brazil  is  embarking  on  the  most 
ambitious  policy  of  environmental 
defense  in  its  history.  By  reachmg  out  to 
the  world  community  through  tourism, 
the  nation  hopes  to  create  mcreased  and 
broadened  awareness  of  the  enormity  of 
Brazil's  intellectual,  social  and  cultural 
heritage,  especially  in  terms  of  the  na- 
tion's dynamic  and  diversified  people  and 
its  outstanding  array  of  valuable  and  pre- 
cious natural  resources. 
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■HAKE  EVERY  PAY  EARTH  PAY  .  ,  , 

As  part  of  a  worldwide  pro- 
gram to  raise  public  aware- 
ness and  to  encourage 
growing  participation  in  the 
care  of  the  Earth,  renowned 
artists  from  around  the 
world  are  being  designated 
"official  Earth  Day  artists." 
They  are  creating  "official 
Earth  Day  posters"  to  help 

accomplish  these  goals,  the  proceeds  of  which  will  benefit 

the  non-profit  Earth  Society 

Foundation. 
The  first  of  these  posters 

were  created  by  Peter  Max 

to  call  attention  to  the 

Earth  Summit  and  to  the 

on-going  importance  of 

Earth  Day.  Both  are  avail- 
able, signed  and  unsigned. 

Unsigned  posters  are  $50. 

Posters  hand  signed  by 

Peter  Max  are  $200.  Call 

800  942-4052  to  order. 


■ARTN  SUMMIT 


business  associations  that  provides  valuable 
transbordcr  information  sharing  for  affiliat- 
*  ed  companies. 


The  Rio  Earth  SummW 


'■•e  road  to  Rio  this  lune  has  helped  focus 
spotlight  of  world  attention  on  the  cnti- 


cal  issues  of  sustainable  development. 
It  has  also  sharpened  respective  posi- 
tions. Probably  the  most  notable  as- 
pect of  UNCED  was  its  exceptionally 
broad  outreach  to  literally  thousands 
of  interested  parties.  These  included 
nongovernmental  organizations  with 
deep  concerns  about  environment  and 
development  issues,  as  well  as  govern- 
ments and  business  and  industry. 

So  far,  the  UNCED  process  has  pro- 
duced one  notable  accomplishment  — 
the  signing  of  Agenda  2 1  —  a  compre- 
hensive plan  of  action  that  will  extend 
into  the  2 1  St  century.  However,  criti- 
cal agreements  on  global  warming  and 
protection  of  forests  and  bio-diversity 
have  not  been  reached.  Also  lacking  so 
far  are  hard  commitments  by  the 
wealthier  nations  to  hind  the  enor- 
mously expensive  costs  of  implement- 
ing many  of  the  laudable  goals  con- 
tained in  Agenda  2 1 . 

At  the  conclusion  of  the  final  round 
of  UNCED  negotiations  m  April,  jim 
MacNcill  commented  on  the  Earth  Summit 
and  the  prospects  for  achieving  meaninghil 
results:  "When  the  curtain  falls  in  Rio  on 
June  14,  the  tough  negotiations  on  most 
critical  issues  will  rcmani  unfinished.  If  gov- 
ernments recognize  this  and  establish  the 
mechanisms  to  continue  these  negotiations. 


they  can  still  lay  the  foundations  for  a  tran- 
sition to  more  sustainable  forms  of  develop- 
ment and  human  survival." 

Meeting  the  Challenge  of  Sustainable  Devel- 
opment was  written  and  produced  by  World 
Communication  Works,  Inc.,  Stamford,  CT, 
Kenneth  A.  Smalheiser,  president  and  edi- 
tor-in-chief, vnth  the  assistance  of  Chuck 
Wilhelm  e^  Associates,  Chuck  Wilhelm, 
president.  Graphic  Design  by  Digital  Design 
Network,  Inc.,  Stamford,  CT. 
ABOUT  THE  COVER:  This  cover  art  was  created 
by  Carlos  Gonzalez,  Milford,  CT,  and  was 
inspired  by  the  Earth  Summit  theme  —  "In 
Our  Hands. "  A  hill  size  20"  x  30"  poster  is 
available  for  $19.95  plus  postage  and  han- 
dling. Call  800.942.4052  to  order.  A  special 
limited  edition  of  the  poster,  hand  signed  by 
the  artist,  is  also  available. 


A  middle-class  housing  district  in  Cracow,  in  southern  Poland 

Paranoia  about  jobs  and  foreigners  pushes  the  country  to  the  left;  bitter  experience  of  socialism  pushes  it  bacit  to  the  right. 


How  can  you  tell  a  Pole  from  a  Polish-speaking 
foreigner  in  Warsaw  these  days?  Easy.  The  foreigner 
may  be  smiling,  as  our  reporter  relates 
in  this  letter  from  her  homeland. 

The  Polish  zoo 


By  Katarzyna  Wandycz 

Phoplkseldomsmilf.  in  Poland  diese 
days.  I'm  Polish  but  I  live  in  New  York 
and  my  smile  gave  me  away  despite 
my  fluent  Polish.  So  when  on  a  recent 
visit  I  smiled  pleasantly  while  asking  a 
Warsaw  taxi  driver  how  much  I  owed 
him,  he  calmly  cheated  me.  My  smile 
said  I  must  come  from  abroad.  What 
are  a  few  zlotys  to  a  rich  foreigner? 

In  Warsaw  at  the  new  Marriott 
hotel  a  meal  for  two  with  wine  comes 
to  $60 — no  big  deal  for  a  foreigner  or 
for  one  of  the  countr\''s  new  rich 
entrepreneurs.  But  for  a  Polish  factory 
worker  that's  a  week's  wages.  On  $60 
a  week  nobody  smiles  ver>'  much 
these  days. 

Stretch  limousines  carr\'  the  new 
rich   through  the  streets.   Ikea,  the 
Swedish  furniture  chain,  and  Henet 
ton,  the  Italian  apparel  outfit,  ha\e 


opened  stores  to  sell  them  merchan- 
dise. Even  in  smaller  towns  private 
stores  sell  Taiwanese  suits  and  Italian 
shoes  and  Japanese  and  European  and 
American  electronics.  In  late  Januars' 
bookshops  were  already  selling  La 
Toya  Jackson's  Growin£i  Up  in  the 
Jackson  Family  and  Alexandra  Rip- 
ley's Scarlett.  But  while  people  earn 
ing  $60  a  week  can  buy  books  and, 
from  time  to  time,  a  Benetton  sweat 
shirt  for  $30  or  an  Ikea  bookshelf  for 
$I50,''they  can't  aflbrd  much  more. 

Poland  has  emerged  from  the 
nightmare  of  communism,  but,  ex- 
cept for  a  minority  of  its  people — 
perhaps  25% — is  not  yet  enjoying  the 
economic  fruits  of  capitalism. 

Most  Poles  still  li\e  in  run  down 
buildings  w hose  piping  breaks  dcw\n 
regularly.  Windowpanes  in  the  doors 


of  apartment  buildings  are  broken, 
half  covered  with  cardboard.  This  is 
not  in  slum  territories  but  in  respect- 
able middle-class  neighborhoods. 

HenrN'k  Poniewierski,  75,  a  scien- 
tist, still  works  hard  designing  electri- 
cal equipment  for  the  mining  indus- 
try'. His  wife,  Slawomira,  66,  stays 
home.  They  live  on  his  $260  a 
month — a  fairly  topical  wage.  That 
amount  goes  fiirther  on  basics  than  it 
would  in  the  U.S.,  but  it  doesn't  buy 
many  of  the  joys  of  a  consumer  scKi- 
en,'.  The  Poniew  ierskis  are  happ\'  that 
they  need  no  longer  queue  up  for 
ever\thing  they  need,  but  other  than 
that  they  don't  feel  any  richer  than 
they  felt  under  communism.  They 
spend  half  their  income  on  fcxxi  and 
abt)ut  20%  on  rent  and  utilities.  But 
e\en  with  cheap  foixl  and  rent  they 
don't  ha\e  much  left  over,  Ixxause 
they  must  help  their  son,  whose  family 
of  four  cannot  make  ends  meet  on  the 
$260  a  month  the  son  .md  daughter- 
in  law  together  bring  home. 

Own  a  car.^  Not  even  to  be  dreamed 
of  bv  the  PtMiiew  ierskis.  A  new  Polish 
Fiat  or  C'zech  made  Skixia  costs 
about  56,000.  .Avsuming  they  had  no 
needv  otVspring  and  didn't  spend  a 
pennv  except  on  Uxnf  or  shelter,  it 
w  ould  take  the  Poniew  ierskis  six  years 
to  save  up  to  buy  that  car. 

Poland's  economv    contacted  bv 
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''Yeak  he  was  out  mowing  the  lawn. 
Turned  out  it  wasn't  a  heart  attacJ^ 
though.  Just  heat  exhaustion'.' ^J^ 


'"He's  lucky.  Of  course,  with  the 
hosvital  room  and  all  the  tests, 
heil  still  have  plenty  ofhills. 
Our  employee  health  plan  will 
cover  them...right?" 


Deduaibles.  Copayments.  Even  minor  medical  problems  can  be  costly  for  your  employees. 
And  health  insurance  is  a  major  expense  for  your  company,  too.  You  can  serve  your  employees  and 
your  bottom  line  with  AFLAC  supplemental  insurance. 

Since  1958,  AFLAC  has  become  an  expert  in  supplemental  insurance  by  specializing  in  this 
increasingly  vital  field.  Our  solid  reputation  for  smart  business  and  reliable  ser\ice  has  led  over  80,000 
companies  in  the  U.S.  alone  to  include  AFLAC  in  their  employee  health  plans.  They  depend  upon  AFLAC 
for  a  lasting  and  beneficial  relationship. 

AFLAC's  seleaion  of  supplemental  produas  is  among  the  broadest  in  the  business.  With  AFLAC, 
you  can  offer  your  employees  a  full  range  of  supplemental  policies  without  increasing  insurance  costs  to 
your  company  You  save  money  while  closing  insurance  gaps  and  providing  the  proteaion  your  employ- 
ees need— and  deserve. 

For  more  information  on  AFLAC  supplemental  insurance,  contaa 
AFLAC,  1932  WynntonRd.,  Columbus,  GA  31999  Or  call  1-800-99- AFLAC 
(1-800-992-3522). 


Insuring  Oi'er35  Million 
People  WorlduHde 


Poland 


The  Ikea  store  in  Warsaw 

The  queues  are  gone,  the  shelves  full 

So  why  isn't  anybody  smiling? 


8%  in  1991 .  Tomasz  Tclma  of  Wash- 
ington-based PlanEcon  predicts  only 
a  modest  recovery,  to  2%  growth  for 
1992.  What's  wrong?  While  80%  of 
Polish  retailing  is  now  private,  the 
state  still  runs  75%  of  all  industry'. 
Industry  is  the  rub.  To  privatize  the 
state -owned  75%  would  require  per- 
mitting the  new  private  owners  to 
shed  unneeded  workers.  Doing  this 
would  throw  out  of  work  1  million  or 
more  of  the  3  million  Poles  working 
in  industry'. 

Many  of  these  workers  today  are 
either  producing  goods  nobody 
wants  or  producing  them  at  costs  that 
guarantee  a  loss  when  they  are  sold  in 
free  markets.  The  cost  of  subsidizing 
these  inefhcient  factories  imposes  a 
gigantic  tax  on  the  Polish  economy. 
"It's  a  sick  recession,"  complains 
Andrzej  Machalski,  president  of  Po- 
land's C'onfcdcration  of  Hmployers. 
"When  we  introduced  tree  prices  mmA 
convertible  mone\'  we  decided  we 
should  close  down  up  to  40%  otthe 


state owned  plants.  Rut  in  fact,  we 
only  limited  production  in  them,  and 
they  are  still  open." 

Why?  Because  closing  them  would 
ha\e  been  political  suicide  for  the  now 
democratically  elected  governments. 
A  half  centuiT  of  communism  taught 
Polish  workers  that  a  job  is  a  constitu 
tional  right  and  that  the  factories  they 
work  for  belonu  to  them.  l'\cn  todav 


the  workers  intluence  the  plants 
through  workers'  councils  that  decide 
how  much  managers  shcnild  be  paid, 
which  managers  shinild  Ix'  Hred  and 
whether  t)r  not  a  factor\-  should  b>c 
bought  t>ui  by  a  foreign  iinestor.  You 
can't  run  an  etVicient  business  this 
way.  Yet  taking  away  these  "nghts" 
frt>m  the  workers  would  be  like  taking 
aw  av  an  American's  rinht  to  vote. 
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The  Best  Deal 

In  New  York  Since 

Manhattan 

Sold  For  $24 

Let  Helmsley  Hotels  Customize  Your 
Corporate  Traveler  Program. 

For  the  first  time,  we're  offering  you  to  New  York,  or  a  large  one  with 

a  program  espeeially  for  business  executives  visiting  all  the  time,  we  can 

travelers.  It's  designed  to  make  New  quickly  tailor  a  program  at  any  of  our 

York  business  trips  a  little  easier,  more  six  strategically  located  hotels, 
comfortable  and  less  expensive.  For  further  infonnation  or  a 

Helmsley  Hotels  Corporate  Traveler  specific  proposal,  contact  your  travel 

Program  is  customized  to  your  specific  professional,  or  call  our  Corporate 

needs.  Whether  youVe  a  small  com-  Desk  at  212-888-1624  or 

pany  that  occasionally  books  travel  800-221-4982. 

Helmsley  Hotels 


'Right  Where  Yoi  Wam  Tl)  Be  In  New  York" 


The  Helmsley  Palare 
The  Helmsley  Park  Lane 
The  New  York  Helmsley 


The  llelni>leN  Vl  indsor 

The  Helmsley  Middletowiie 

The  Helmslev  Carlton  House 


Poland 


But  what  may  seem  good  to  the 
workers  qua  workers  is  terrible  for 
them  as  consumers — and  for  all  Polish 
consumers. 

Yet  nobody  seems  able  to  cut  the 
Gordian  knot.  Polish  workers  are  al- 
ready angr\'  about  their  low  pay  and 
rising  unemployment,  currently  at 
12%.  To  antagonize  them  further 
would  be  dangerous;  who  can  forget 
that  it  was  Polish  workers  marching 
boldh'  against  tanks  and  armored  po- 
lice units  who  brought  dow  n  the  so- 
cialist dictatorship? 

So  there  is  a  stalemate  between 
those  who  want  to  push  economic 


domination  ha\e  made  many  Poles 
paranoid.  "If  IBM  builds  a  plant  here 
they  won't  need  our  brains,"  worries 
a  professor  at  Warsaw  Polytechnic. 
"We  will  be  just  assembling  things 
and  the  R&D  will  be  far  away  from  us." 
That's  nonsense,  of  course,  as  IBM's 
record  elsewhere  shows.  But  given 
their  histor\',  Poles  have  good  reason 
to  be  suspicious  of  foreigners. 

Poland's  leftist  parties — frequently 
communists  in  fresh  rhetorical  cloth- 
ing— play  on  these  fears  of  joblessness 
and  foreign  domination.  So  paranoia 
about  jobs  and  foreigners  pushes  the 
countr\'  to  the  left,  while  bitter  experi- 


An  ad  for  Hitachi  in  Warsaw 

What  may  seem  good  to  the  workers  qua  workers  is  terrible 

for  them  as  consumers — and  for  all  Polish  consumers. 


efficiency  and  those  who  want  to  pre- 
ser\e  jobs,  however  useless. 

"Without  foreign  investors  Poland 
cannot  get  out  of  the  recession,"  sighs 
Marek  Dabrowski,  a  parliamentary' 
depur\'  of  Democratic  Union,  a  pro- 
freemarket  part\ .  Dabrowski  points 
out  that  Poland  needs  their  capital  to 
modcrni/.e  industr\',  since  its  de 
pressed  economy  cannot  produce 
enough  investment  on  its  own. 

But  foreign  investors  hesitate  to 
come  when  they  feel  unwelcome. 
Most  workers  in  the  state  owned 
plants  fear  losing  their  jobs  if  their 
factories  are  sold  to  capitalist  owners. 
Unlike  Americans,  Polish  workers  are 
not  mobile.  Four  decades  of  commu 
nism  and  sexeral  centuries  of  foreign 


ence  of  socialism  pushes  it  back  to  the 
right.  Poland  has  had  three  govern- 
ments in  less  than  three  years,  dozens 
of  political  parties  and  scores  of  lead- 
ing politicians.  There  are  29  parties 
represented  in  the  Polish  parliament. 
rhe.se  include  the  Friends  t)f  Beer 
Part}' — a  perfectly  serious  group  that 
beliexes  in  free  enterprise  and  urges 
Poles  to  drink  beer  rather  than  the 
more  Itthal  vodka.  None  of  the  par 
tics  got  more  than  12%  of  the  vote  in 
the  parliamentar)'  elections. 

Hwa  Piwowar,  chief  adviser  to  the 
Liberal    Democratic    Congress,    Po 
land's  most  pragmatic  and  pro  West 
em  party,  puts  her  countrv's  funda- 
mental priiblem  this  way:  "In  Poland 
e\er\'  ec(Miomic  conflict  immediatelv 


becomes  a  political  conflict."  Con- 
trast this  situation  with  its  opposite: 
Chile,  w  here  the  national  conscious- 
ness is  attuned  to  economics,  not 
politics,  with  the  result  that  the  econ- 
omy is  growing  at  5%  per  year 
(Forbes,  May  11). 

The  go\erning  coalition  led  by  the 
National  Christian  Union  has  been 
making  protectionistic  noises.  Thus 
the  minister  of  privatization  recently 
told  a  Polish  newspaper:  "I  would 
rather  be  accused  of  selling  a  factorv 
too  cheaply  to  a  Polish  investor  than 
of  selling  off  the  national  industn.-  to 
foreigners."  In  Februan'  the  minister 
ruled  that  the  prices  on  three  deals — 
including  a  sale  of  a  Pojish  candy- 
maker  to  PepsiCo — were  too  cheap 
and  should  be  renegotiated.  This,  sev- 
eral months  after  the  deals  closed.  The 
minister  has  since  recanted  those 
statements,  and  the  deals  were  nor 
hurt.  But  the  damage  to  potential 
foreign  investment  had  been  done. 

Under  the  circumstances,  manv 
Poles  are  wishing  not  for  a  return  to 
socialism  but  for  a  return  to  the  au- 
thoritarian ways  of  the  old  govern- 
ment as  a  means  of  getting  the  econo- 
my moving.  Something  like  this  hap- 
pened in  South  Korea  in  1961,  when, 
after  the  o\erthrow  of  Syngman 
Rhee's  government.  Park  Chung 
Hee,  political  father  of  the  Korean 
miracle,  grabbed  power. 

Will  President  Lech  Walesa,  who  is 
fighting  for  more  pow  er,  disband  the 
fragmented  parliament  and  take  o\er 
as  prime  minister.-  Ian  Krzysztof  Bic 
lecki,  a  former  prime  minister  and 
now  leader  of  the  Liberal  Dcmcxratic 
Congress  caucus  in  the  parliament, 
explains:  "Poland  is  not  like  Korea  in 
the  Fifties.  The  concept  of  a  strong 
police  and  a  strong  market  is  not  for 
us.  We  cannot  be  ruled  in  an  undemo- 
cratic way." 

Some  Poles  would  add:  But  can  we 
be  ailed  in  any  way.'  A  popular  weekly 
lA  prt>gram  is  called   /7>f  PoluJ)  Zoo. 
Losing  puppets,  the  bnudcast  jx)r 
trays  varit>us  Polish  pt>liticians  as  ani 
mals.  Lech  Walesa  is  a  lii>n,  his  wife  a 
mouse,  a  tamous  pair  of  rv\nn  brothers 
feuding  with  Walesa  are  hamsters, 
rhe  metaphor  is  obxious:  The  coun 
tr>  tixlax  is  a  /ih>.  l\>les  ma\  not  be 
smiling  much,  but  they  haxrn't  lost 
their  famous  abilit>'  to  satirize  their 
ow  n  tri>ubles.  ^ 
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If  you  have  time  to  do  extensive  research 
on  worthwhile  investments,  read  this. 


We  d  like  to  tell  you  about  one  of  the 
best  kept  secrets  in  the  world  of  business: 
Freddie  Mac.  You  may  recognize  the  name, 
but  you  probably  don  t  know  who  we  are 
or  what  we  do.  Read  on.  The  facts  will 
surprise  you. 

First.  Freddie  Mac  is  a  publicly  held 
corporation.  We  re  listed  on  the  New  York 
Stock  Exchange  (FREi. 
and  like  all  successful  cor- 
porations, we  work  hard 
to  be  efficient  and  competitive.  (See  the 
box  below  to  find  out  our  ranking. ) 


Freddie  Mac  buys  home  mortgages 
from  lenders,  packages  them  in  the 
form  of  securities,  and  sells  the  securities 
to  investors.  This  creates 
a  continuous  flow  of 
funds,  which  in  turn 
makes  mortgage  financ 
ing  more  available  and 
more  affordable.  That's 
how  we've  been  helping  more  Americans 
to  buy  homes  for  21  years.  It's  a  rewarding 
business  to  be  in. 

It's  also  rewarding  for  investors.  In 


1991.  our  net  interest  margin  (revenue 
base)  was  approximately  $1.5  billion.  CXir 
net  income  was  $555  million.  And  our 
return  on  book  equity 
has  been  more  than 
20%  for  ten  straight 
years.  Which  brings  us 
to  the  bottom  line. 
Freddie  Mac  has  earrted 
a  profit  21  years  in  a  row.  Of  course,  we  d 
be  happy  to  send  you  more  information, 
lust  write  to  us  at  8200  Jones  Branch  Dr 
Mail  Stop405.  McLean.  VA  22102.    ^ 
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If  you  re  in  a  hurry  to  learn  about 
a  terrific  investment,  read  this. 

We  11  make  this  quick.  The  terrific  invest-       and  packages  them  as  securities  to  sell  to 


ment  is  Freddie  Mac. 

Freddie  Mac  is  a  publicly  held  corporation, 
listed  on  the  New  York  Stock  Exchange  1  FREi. 
We  rank  1 2th  on  the  FORTUNE  list  of  the 
50  Largest  Diversified  Financial  Corporations. 

Here  s  what  we  did  to  make  it  to  the  top  of 
the  list.  Freddie  Mac  purchases  home  mortgages 


investors.  This  keeps  mortgage  money  flowing, 
so  financing  is  more  available  and  more 
affordable.  Our  business  helps  more  Americans 
to  own  homes.  And  in  the  process.  Freddie  Mac 
has  earned  a  profit  for  2 1  straight  years.  Have  we 
piqued  your  interest?  There's  more  information 
above.   ^ 
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If  you  re  about  to  turn 
the  page,  read  this. 


Freddie  Mac  has  earned  a  profit  2 1  years  in  a  ickk. 
Maybe  you  should  read  the  rest  of  the  page.    1 
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What  is  unique  about  our  times  is  the  ability 
of  prophets  to  retain  their  honors  in  the  face  of 
the  repeated  failures  of  their  prophecies. 

Galbfaith 
strikes  again 


BY  THOMAS  SOWELL 


ftwyfrff  iat  ■     m    ifr&wSnfvtwISFwtk 
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_1   lJ 

Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


John  Kenneth  Galbraith  is  not 
only  one  of  the  celebrated  names  of 
our  times,  his  writings  are  themselves 
one  of  the  revealing  symptoms  of 
these  times.  His  latest  book,  The  Cul- 
ture of  Contentment  (Houghton 
Mifflin,  $22.95),  is  guaranteed  a  mar- 
ket simply  because  of  his  name  on  the 
cover.  Yet  the  track  record  of  his  ideas 
is  far  from  matching  the  sales  records 
of  his  books. 

In  his  most  famous  book.  The  Af- 
fluent Society,  Professor  Galbraith  ar- 
gued that  Americans  had  reached 
such  a  level  of  general  prosperitv'  as  to 
make  questions  of  income  distribu- 
tion politically  moot.  Almost  immedi- 
ately there  began  more  than  three 
decades  of  the  most  intense  preoccu- 
pation with  income  distribution  in 
the  history  of  the  republic. 

Galbraith  also  argued  that  large 
commercial  and  industrial  firms  have 
become  immune  to  the  discipline  of 
the  marketplace.  Since  then,  such 
once  familiar  names  as  W.T.  Grant 
and  Pan  Am  ha\e  disappeared  from 
the  economic  scene,  l^S.  Steel  and 
General  Motors  have  shriveled  in 
size  and  (-hiysler  and  Lockheed 
were    sa\ed    from    extinction    onl\' 


by  government  bailouts. 

Human  beings  have  been  mistaken 
as  long  as  there  have  been  human 
beings.  What  is  unique  about  our 
times  is  the  ability  of  prophets  to 
retain  their  honors  in  the  face  of  the 
repeated  failures  of  their  prophecies. 
Paul  Ehrlich,  the  Worldwatch  Insti- 
tute and  others  come  to  mind,  but 
Galbraith  is  the  clearest,  biggest  and 
longest-lasting  example. 

The  trouble  with  Galbraith  is  not 
simply  that  events  have  not  cooperat- 
ed with  his  predictions.  His  whole 
approach  invites  that  result. 

It  so  happens  that  I  was  a  student  in 
Galbraith's  course  that  led  to  publica- 
tion of  The  Affluent  Society.  Speaking 
to  a  packed  auditorium.  Professor 
Galbraith  gave  a  brilliant  opening  lec- 
ture, followed  by  thunderous  ap- 
plause. As  the  term  went  on,  he  kept 
on  giving  brilliant  opening  lectures, 
but  the  applause  died  away. 

Students  who  expected  to  see  the 
discussion  get  beyond  the  glittering 
surface  became  increasingly  restless 
when  it  did  not.  Attendance  fell  oft 
sharply,  and  some  who  came  to  class 
walked  out  in  the  middle  of  Gal- 
braith\s  lectures. 

In  some  other  time  and  place, 
Galbraith's  writings  might  ha\  e  gi\  en 
superficiality'  a  bad  name,  as  his 
lectures  did.  Rut  he  was  made  for  the 
age  in  which  he  li\es.  Rrilliant  open 
ing  lectures  are  more  than  adequate 
for  sound-bites  on  television  or  quot- 
able quotes  for  news  magazines.  If 
their  themes  mesh  with  the  social 
vision  of  the  intelligentsia— and  they 
do— then  all  the  prerequisites  ha\e 
been  met. 

Like  so  main  of  his  other  books, 
Cialbraith's  Ihr  Cjtltiiir  of  Content - 
niciit  is  a  series  ol  brilliant  opening 


lectures  on  paper.  Those  who  expect 
the  analysis  to  get  deeper  as  it  goes 
along  will  be  doomed  to  disappoint- 
ment, while  those  \\  ho  are  contented 
with  well-turned  phrases  will  get  their 
$22.95  worth. 

The  Culture  of  Contentment  is 
proof  that  verbal  sophistication  and 
intellectual  simplemindedness  can 
peacefijlly  coexist  bet\veen  the  covers 
of  the  same  book.  Galbraith's  thesis  is 
that  "the  fortunate  and  the  favored" 
or  "the  socially  contented,"  and  their 
assorted  sympathizers  and  lackeys  in 
politics,  the  judiciary  and  the  media, 
have  foisted  upon  the  nation  a  set  of 
ideas  and  policies  which  have  led  to 
our  current  (and  fijture)  economic 
and  social  tragedies. 

Among  these  tragedies,  according 
to  Galbraith,  are  the  huge  federal 
deficits  brought  on  by  the  Reagan  tax 
cuts  for  the  benefit  of  "the  con- 
tented." However  elegantly  phrased, 
this  is  one  of  the  most  demonstrably 
wrong  conclusions  that  ever  defied 
evidence. 

Despite  reduced  tax  rates,  the  Rea- 
gan Administration  collected  hun- 
dreds of  billions  of  dollars  more  in 
annual  tax  revenues  than  the  Carter 
Administration,  or  any  other  pre- 
vious administration.  Congress  sim- 
ply spent  even  more  than  that. 

For  journalists  to  confi.ise  tax  rates 
and  tax  revenues  is  perhaps  excus- 
able, but  for  a  professional  economist 
like  Galbraith  to  do  so  is  something 
else.  The  same  is  tme  of  Galbraith's 
claim  of  a  "trickle-down  theory" 
behind  the  Reagan  policies.  Anyone 
can  search  diligenth  through  all  the 
writings  of  all  the  leading  economists 
of  the  past  two  centuries  without 
finding  any  such  the(^r\ .  It  is  a  politi- 
cal straw  man. 

Another  political  chestnut  verbally 
repackaged  by  Galbraith  is  that  our 
fiscal  problems  are  also  due  to  exces- 
sive militar\'  spending,  brought  ou 
b\  "anti Communist  paranoia."  In 
short,  the  policies  that  wtm  the  Cold 
War  and  ended  the  nuclear  threat 
were  all  w rong. 

In  recent  years,  Galbraith  has 
turned  his  considerable  literar>'  taL 
ents  toward  fiction  writing  <^r  per 
haps  he  has  just  begun  labeling  his 
writings  more  accurately.  His  latest 
book  definitely  belongs  in  the  fiction 
section.  IB 
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Jacob  Rothschild  wants  to  mark  the  250th  anniversary 
of  the  birth  of  the  family  bank's  founder  by  restoring  an 
old  family  business  wrecked  by  the  communists. 

Capitalist  hero 


By  Peter  Fuhrman 

The  occ\sion  was  laden  with  histori- 
cal and  emotional  significance. 
Czechoslo\  akia  had  onl\'  recendy 
thrown  off  the  burden  of  socialism, 
and  Jacob  Rothschild,  a  sixth-genera- 
tion financier  trom  the  great  banking 
family,  was  making  a  sentimental 
journey.  He  arrived  last  year  in  Sep- 
tember to  a  tumultuous  welcome 
fi-om  30,000  steelw  orkers  at  the  Vit- 
ko\ice  works  in  the  northeastern 
Czechoslovakian  cit\'  of  Ostrava. 

"I  was  treated  like  a  returning 
hero,"  Rothschild  recalls  with  undis- 
guised emotion.  For  more  than  a 
centur\-,  the  Mtko\ice  steelworks  had 
been  the  industrial  heart  of  the  Roth- 
schild empire.  Founded  by  a  Haps- 
burg  prince,  it  had  been  purchased  in 
1834  by  Salomon  Rothschild,  Jacob's 
great-great-great-uncle.  Uncle  Salo- 
mon expanded  the  fledgling  enter- 
prise to  pro\ide  steel  for  the  rails  and 
carriages  of  Austro-Hungan's  first 
major  railroad,  the  Kaiser  Ferdinand 
Nordbahn.  \'itkovice  grew  into  one 
of  Europe's  most  modern  steel  mills, 
holding  its  own  against  even  the  Ger- 
man mills  of  Thyssen  and  Krupp.  By 
1937,  Vitko\ice,  with  a  pa>Toll  of 
20,000  workers,  was  earning  a  profit 
of  527  million  a  year,  yielding  divi- 
dends for  the  Rothschilds  of  over  S20 
million  annually. 

In  1938  the  Nazis  annexed 
Czechoslovakia  and  expropriated  the 
steelworks.  Aft^er  the  war  the  commu- 
nist government  seized  it  and  paid 
abtjut  S3  million  in  compensation  to 
the  Rothschilds.  There  followed  a 
quarter  ccnturv'  of  slovenly  misman 
agcment,  underinvestment  and  pay- 
roll padding.  B\  the  lime  the  commu- 
ni.sts  left  the  scene  in  1989,  Vitkovicc 
had  80,000  workers  and  grossK  incf 
ficient  plants. 

Within  months  ot  the  collapse  of 
socialism,  lacob  Rothschild  became 
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the  steel  mill's  main  financial  ad\iser, 
charged  with  helping  to  modernize 
and  privatize  the  plant.  There  will  be 
drastic  downsizing;  much  of  the  plant 
is  unsal\ageable.  However,  the  hea\y 
engineering  shop  and  a  rolling  mill  for 
plate  steel  used  in  shipbuilding  put 
out  products  good  enough  to  be  sold 
outside  Czechoslovakia;  these  will  get 
new  investment.  The  European  Bank 
for  Reconstruction  &  Development  is 
likely  to  help  in  the  SI 00  million 
financing  for  an  urgendy  needed  con- 


Jacob  Rot^^schild 

Back  to  ttie  family  roots. 


tinuous  casting  line. 

But  first  the  accounts  must  be 
straightened  out.  In  1991  \'itko\ice 
sold  1  million  tons  of  steel  for  about 
$500  million  and  reported  pretax 
profits  of  S30  million.  But  the  profits 
figure  is  utterly  unrealistic.  Deprecia- 
tion is  understated  and  there  arc  huge 
uncollectible  debts  and  worthless  in 
ventors  to  be  written  down. 

Rothschild  says  that  \'^itko\icc's 
management  shows  commendable 
ingenuity.   lo  carr\  on  trading  with 


the  Ukrainian  steel  mill  Azovstal,  Yn 
kovice  arranged  a  barter  deal.  In 
highly  profitable  sw  ap,  for  each  tone 
tools  and  dies  they  ship  to  Ukrain 
the  Czechoslovaks  will  get  5  tons  c 
Ukrainian  slabs.  Vitko\ice  will  the 
roll  the  slabs  into  plate  steel  to  be  sol 
for  cash  to  German  shipbuilders. 

Jacob  Rothschild  takes  great  pci 
sonal  pride  in  helping  restore  Vltkc 
\ice,  this  piece  of  the  family  histon 
even  though  he  has  no  financial  stak 
in  the  deal.  He  knows  what  it  is  D 
rebound  fi-om  defeat.  In  1980,  after 
decade  at  the  helm  of  the  Londa 
bank  N.M.  Rodischild  &  Sons  Ltd 
he  was  ousted  in  a  bitter  family  squabf- 
ble  b\'  his  cousin  Evehu,  who  condn 
ues  on  at  the  bank. 

Barred  at  first  fi-om  using  the  Roth 
schild  name  in  his  business  dealii^ 
Rothschild  set  up  a  new  compair 
called  RIT,  which  he  built  into  a  diver 
sified  financial  serxices  company  CB 
gaged  in  stock  brokerage,  insurano 
and  arbitrage  trading,  rit  was  highh 
successfiil,  but  in  1985  he  began  das 
posing  of  it,  making  a  fortune  fo 
himself  and  for  his  shareholders. 

Casting  about  for  new  ventures  ii 
1990  with  Sir  James  Goldsmith  ant 
Australian  Kerr\-  Packer,  he  led  a: 
abortive  attempt  to  take  over  insur 
ance  and  tobacco  conglomerat< 
B.A.T  Industries.  Rebuffed,  he  with 
drew  and  tended  to  his  philanthropi< 
interests. 

The  overthrow  of  socialism  in  East 
em  Europe  has  seemingly  rekindle* 
his  interest  in  business.  Besides  ad\is 
ing  the  steel  mill,  Jacob  Rothschild  i 
bidding  to  develop  two  Prague  pal 
aces  into  luxun'  hotels  and  prepari 
to  manage  investment  ftinds  in  Po 
land  and  Czechoslovakia.  He  has  als< 
formed  a  merchant  banking  joint  ven 
ture  partnership  in  EuR>pc  with  Nev 
York  banker  James  Wolfens^^hn. 

"It  is  extremely  gratifi.ing  to  set 
how  much  trust  and  resfxrci  the  Roth 
schild  name  still  carries  in  Centra, 
Europe,"  sa\-s  the  press-shy  56-Nrari 
old.  Rothschild  ht>pcs  tt>  \indicatc 
this  trust  by  finishing  the  Mtktma 
privatization  within  rvvo  >rars.  That 
he  saN-s,  w  ould  be  a  most  fitting  w  ay  tc 
mark  the  250th  annivcrsdr>-  of  tht 
birth  i>f  his  most  illustrious  tl>rcbear 
Mayer  .\mschel  Ri>thschild,  wh( 
founded  the  Rothschild  bank  in  late 
18ih  centun  Hrankfiin.  ■ 
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We  weren't  always  old 
and  conservative. 

We  used  to  be  young 
and  conservative. 

Trendsetters,  we're  not.  But  the  investment  policy  we've  had  for 
the  past  147  years  has  apparently  become  all  the  rage  of  late.  Being 
on  the  safe  side  is  in.  Buttoned  down  is  cool. 
How  could  our  founders,  seated  around  a  table  in  1845, 
have  predicted  the  financial  climate  of  the  early  1990s? 
The  answer  is  simple.  They  knew  that  the 
future  would  hold  bad  times  as  well  as  good. 
And  that  a  life  insurance  company,  by  its 
very  nature,  had  a  responsibility  to  its 
customers  to  weather  the  storms. 
So  they  laid  down  a  conservative  investment 
philosophy,  one  that  we  have  adhered  to  ever 
since,  through  thick  as  well  as  thin. 
As  a  result,  we're  happy  to  report  that  even  in 
these  topsy-turvy  times,  95%  of  the  bonds  in  our 
port f oho  are  investment  grade.* 

If  this  is  the  price  we  pay  for  being  set  in  our 
ways,  we  don't  mind  one  little  bit.  For  more 
information  on  any  of  our 
products  and  services,  call 

your  New  York  Life    

agent  or  1-800-695-4331.  |  The  Company  You  Keep! 
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Doug  Gantos  almost  wrecked  a  successful  business 
because  he  wanted  to  be  a  second  Leslie  Wexner. 

Dog  vfifh  bone 


By  Thomas  Bancroft 

Douglas  Gantos,  60,  is  a  chastened 
man  today.  He  helped  build  a  Grand 
Rapids  women's  clothing  store  into  a 
highly  successful  regional  chain  and 
then  almost  wrecked  the  company 
with  careless  ambition.  Gantos  Inc.  is 
a  $260  million  (sales)  women's  cloth- 
ing chain.  Gantos'  chief  financial  offi- 
cer, James  Curley,  is  frank:  "We 
proved  we  could  do  more  damage  to 
ourselves  through  poor  management 
decisions  than  any  recession  could." 
Founded  in  1932  by  Gantos'  par- 
ents, the  company  expanded  from 
one  Grand  Rapids  oudet  to  five  by 
1963,  the  year  Doug  Gantos,  then 
31,  took  over.  Gantos  was  ambitious. 
During  the  next  two  decades,  he  and 


his  three  younger  brothers  used  the 
company's  grouing  cash  flow  to  add 
about  30  stores.  Almost  all  were  in 
midwestern  markets  that  the  brothers 
knew  well.  Young  working  class 
women  were  attracted  by  the  stores' 
reputation  for  stocking  inexpensive 
yet  stylish  sportswear,  suits  and  other 
merchandise. 

In  1986  E.F.  Hutton  and  Salomon 
Brothers  took  the  company  public, 
raising  $23  million  and  valuing  the 
company  at  nearly  $90  million.  The 
brothers  retained  73%  of  the  stock, 
and  used  the  proceeds  to  open  stores 
and  pay  down  debt. 

At  this  point,  success  seems  to  have 
gone  to  Gantos'  head.  Recalls  Bruce 


Matza,  a  former  Gantos  \ice  presi- 
dent: "Doug  wanted  to  be  the  next 
Leslie  Wexner." 

Brothers  Richard  and  Daxid  were 
against  their  brother's  plan  for  rapid 
expansion.  In  1988  they  sold  their 
stock  to  Douglas  and  the  company 
and  left.  Later  brother  Daniel  fol- 
lowed. By  the  end  of  1990  Douglas 
Gantos  was  unopposed  and  Gantos' 
stores  had  doubled,  to  more  than 
160,  scattered  from  Manchester, 
N.H.  to  San  Francisco. 

To  help  pay  for  all  these  new  stores, 
Gantos  raised  S20  million  in  1989 
through  another  public  stock  offer- 
ing, and  borrowed  heavily.  By  the  end 
of  1989  debt  had  climbed  to  more 
than  S50  million,  or  close  to  60%  of 
capital,  up  from  around  20%  in  1987. 

Touted  in  the  press  and  on  Wall 
Street  as  a  success  ston,-,  Gantos'  stock 
climbed  from  14  a  share  in  1988  to  as 
high  as  32  a  year  later. 

But  Doug  Gantos'  ambitions  had 
gotten  the  better  of  his  judgment.  He 
forgot  some  of  the  essentials  of  good 
retailing.  He  chose  poor  locations  for 
many  of  his  new  stores.  In  San  Fran- 
cisco, for  example,  Gantos  leased  ten 
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EDS  helped  Detroit  Diesel  answer  yes. 

With  entrepreneur  Roger  Penske 
at  the  wheel.  Detroit  Diesel  in- 
<:reased  its  share  of  heavy  truck 
engine  sales  eightfold  in  just  four 
years.  The  company  roared  from 
3%  to  26%  of  the  market. 

Along  the  way.  EDS  worked  A\ith 
Detroit  Diesel  to  develop  new  infor- 


mation technolog>  s>>items.  Sy-stc 
that  helped  the  company  and  its  *. 
tomers  increase  revenues  and  proi 
One  s>-stem  improves  fuel  ec 
omy  and  prolongs  engine  life 
allowing  IX'troit  Diesel  to  custom 
each  engines  on-board  compui 
Now  each  engine  can  be  tailored 
the  loads  that  customers  haul  .i 
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stores  previously  belonging  to 
a  men's  clothing  chain  that 
was  about  to  go  bust — usualh' 
not  an  indication  of  superior 
location. 

Still,  1989  was  a  good  year. 
Gantos  earned  S7  million 
SI  .42  a  share)  on  revenues  of 
S240  million,  a  net  return  on 
sales  of  3%,  about  the  industry- 
average  that  year. 

Like  the  fabled  dog  with  a 
bone,  Doug  Gantos  began  to 
abandon  the  polio'  that  had 
made  him  successful.  He  be- 
gan stocking  higher-priced 
merchandise. 

This  drove  away  many  of  the 
traditional  customers  without 
attracting     enough      better- 
heeled    ones.    Then    Gantos     ^^M 
abrupdy  dropped  the  popular 
Liz  Claiborne  line  following  a  dis- 
agreement with  Claiborne  manage- 
ment. Within  120  days  of  dropping 
Claiborne,  Gantos  reported  a  quar- 
terly loss  of  nearly  SI  million. 
•     Yet    Gantos    continued    to    open 
more  stores,  some  30  in  1990  alone. 
New  stores  are  rarely  profitable  in 
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Management  did  more  damage  than  any  recession. 


their  first  three  years,  so  the  results 
were  predictable.  For  all  of  1990  the 
loss  was  SI 3  million  on  sales  of  S255 
million.  By  the  middle  of  1991  Gan- 
tos Inc.  was  on  the  verge  of  bankrupt- 
cy'. It  had  only  S6.8  million  of  credit 
left  on  borrowing  lines  of  just  over 
S50  million  and  wasn't  generating 


enough  cash  flow  to  meet  its 
interest  expense.  Sales  per 
square  foot  of  store  space  had 
dropped  to  S220,  down  fi-om 
S246  in  1989. 

FinalK ,  Doug  Gantos  took 
action.  Last  year  he  cut  staff, 
sold  an  unprofitable  catalog 
operation  and  began  stocking 
the  Liz  Claiborne  Hne  again. 
He  brought  in  as  chief  operat- 
ing officer  Michele  Fortune, 
the  former  chief  executive  of 
AnnTaylor. 

Gantosr  It  is  clear  that  he 
will  no  longer  run  the  compa- 
n\-  day  to  day.   He  remains 
chairman  and  chief  executive, 
but  insiders  speculate  that  he 
wants  to  spend  more  time  in 
Arizona,  where  he  owns  a  sec- 
ond home.  He's  not  exacdy 
broke.  He  owns  31%  of  the  stock, 
with  a  current  market  value  of  519 
million. 

And  his  brothers,  whose  sound  ad- 
vice he  ignored?  Each  is  sitting  on  a 
small  fortune  of  around  SIO  million, 
watching  as  their  brother  scrambles  to 
sal\'age  the  family  business.  ^M 


itheir  money,  will  they  get  it  from  you? 


pe  terrain  in  which  they  operate. 

To  meet  the  demand  for  these 
noney-saving  engines.  EDS  also 
lelped  Detroit  Diesel  create  new 
systems  that  increased  capacity, 
nanufacturing  speed  and  produc- 
ivity.  Another  system  guarantees 
parts  orders  will  be  shipped  within 
2-i  hours.  Customers  can  now  keep 


their  trucks  on  the  road  longer, 
producing  more  revenue. 

Customer  satisfaaion  has  soared.  So 
have  sales  .And  a.s  a  peaent:igc  of  sales. 
operating  costs  have  even  declined. 

Changes  in  technology  create 
opportunities  to  help  customers 
get  more  for  their  money.  To 
learn  how.  contact  EDS.  the  world 


leader  in  applying  information 

technology.  VC'rite  Barr>-  >X:  Sullivan. 

Director  of  Marketing.  EDS.  "l"! 

Forest  Lane.  FB-*. 

Dallas.  TX  ^5230. 

Or  you  can  call 

(21-4)  490-2000. 

extension  504. 
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University  students  think  Mattress  Mack  Mclngvale's 
TV  ads  are  offensive,  but  the  zany  spots  sure 
do  pull  the  customers  through  the  doors. 

Real  Life 
Marketmg  101 


By  William  P.  Barrett 

Each  semester  University  of  Hous- 
ton professor  Keith  Cox  polls  his  Mar- 
keting 101  students  for  the  worst 
commercials  they  see  on  local  televi- 
sion. The  perennial  winner:  James 
(Mattress  Mack)  Mclngvale,  owner 
of  Houston's  Gallery  Furniture.  Says 
Professor  Cox:  "The  students  find 
the  ads  obnoxious,  crudely  done  and 
just  bad." 

But  whoever  said  students  know 
much  about  what  really  sells?  Last 
year  Mclngvale's  single  store  sold  an 
astounding  $44  million  of  discount- 
ed, mostly  middle-of-the-line,  fiirni- 
ture.  Only  a  few  retailers  in  the  coun- 
try sold  more  furniture  at  one  loca- 
tion, and  they  have  showrooms  much 
larger  than  Mclngvale's  35,000- 
square-foot  Gallery  outlet.  With 
about  $1,270  in  sales  per  square  foot, 
a  key  industry  measure,  Mclngvale 
(pronounced  MAoin-vail)  dwarfs  ev- 
erybody, according  to  trade  publica- 
tion Furniture  Today.  So  did  the  15 
times  he  turned  over  his  inventory. 
Industry  average:  2V2  turns. 

Last  year,  say  financial  statements 
prepared  by  its  accountant,  the  pri- 
vately held  business  threw  ofi"  nearly 
$5  million  to  the  Mclngvale  tamily, 
equivalent  to  a  lush  60%  aftertax  cor- 
porate return  on  equity.  Aftertax  net 
margin  on  sales  was  7% — three  times 
the  industry  norm. 

The  ads  that  the  students  think  arc 
so  bad  feature  the  unphotogenic 
Mclngvale,  who  looks  far  older  than 
his  41  years,  jumping  up  and  down 
and  waving  wads  of  cash  An^^  talking 
so  fast  it's  hard  to  understand  what 
he's  saying,  except  for  his  signature 
closing  line — "Galleiy  Furniture  w  ill 
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save  you  money!" — which  he  shouts 
amid  swelling  marching  music.  The 
commercials  look  as  if  they  were  made 
with  a  home  video  camera,  which 
plays  nicely  to  the  low- cost  image 
Mclngvale  tries  to  create.  And  be- 
cause he  doesn't  pay  a  lot  of  money  to 
produce  the  ads,  he  can  afford  to  air 
them  frequendy.  Between  TV  and  ra- 
dio, the  tie-less  Mclngvale  airs  about 
450  spots  a  week — tops  among  local 
advertisers — making  him  Houston's 
best-known  business  figure. 

Around  Houston,  Mclngvale  is 
known  as  a  concerned  public  citizen 
as  well  as  a  fijrniture  merchant.  This  is 
pardy  because  in  1988  a  Gallery  sub- 
sidiary was  convicted  of  injuring  a 
child  afi:er  an  8 -year-old  girl  was 
mauled  by  a  lion  at  the  subsidian^'s 
flea  market.  As  part  of  the  punish- 
ment, a  judge  ordered  a  series  of 
public  service  ads.  Mclngvale  had  al- 
ready  been  running  antidrug  abuse 
ads.  To  these  he  added  ads  against 
child  abuse. 

To  Mclngvale's  surprise,  the  spots 
helped  create  enormous  goodwill — 
for  him.  Galler\'  Furniture's  annual 
sales  rose  nearly  70%  in  2V2  years. 
Mclngvale  has  continued  to  cultivate 
this  good-guy  image  with  such  moves 
as  giving  furniture  to  poor  people  and 
paying  $92,000  to  buy  a  local  teen- 
ager's prize  winning  steer  at  the  ro- 
deo. (He  did  not,  however,  publicize 
that  just  before  CMiristmas  he  fired 
20%  of  his  work  force  for  flunking 
drug  tests.) 

Clearly  there's  more  than  a  little 
Barnum  in  Mclngvale.  To  the  trade 
press  he  routinely  inflates  his  sales 
figures   10%  or  so.   In  some  ads  he 


Jim  (Mattress 
Mack)  Mclngvale 
Running  450 
spots  a  week  on 
Houston  radio 
and  television 
stations. 


plugs  his  solid wixxl  furniture  as 
cheaper  than  veneered  items.  Many 
consumers  don't  realize  that  compa- 
rable solid  wtxxis  often  cost  less  than 
veneers  at  wholesale,  aimvay.  But  he 
has  alsi>  built  an  extremely  eflicient 
distribution  o^xTation  run  by  his  wifi:, 
Linda,  that  allows  Gallen^'s  salespeo- 
ple ti>  promise  same  da\  dcli\er\  any- 
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where  within  a  100-mile  radius  of  the 
store  for  a  modest  fee. 

Born  in  Mississippi  and  reared  in 
Dallas,  McIngN-ale  attended  North 
Texas  State  University  on  a  football 
scholarship  but  didn't  graduate.  A 
few  years  later  he  went  broke  in  the 
health  club  business,  then  hired  on  as 
a  salesman  at  a  Dallas  fijrniture  store. 


In  the  early  1980s  Houston  was 
deluged  with  newcomers  looking  for 
work  in  the  oil  industry'.  iMcIngvale 
figured  they  needed  furniture.  Relo- 
cating to  Houston  in  1981 ,  he  rented 
a  2 -acre  site  along  a  freeway  that  had 
five  abandoned  model  homes  and 
used  the  rooms  as  settings  for  his 
inexpensive  merchandise.  He  adopt- 


ed the  name  Gallerv'  because  it  sound- 
ed like  Galleria,  a  swank  Houston 
shopping  mall.  Badly  undercapital- 
ized, Mclngxale  advertised  through 
newspaper  classified  ads  and  by  stick- 
ing fliers  on  cars  parked  at  shopping 
malls.  "They  [the  mall  operators] 
kicked  us  out,"  he  recalls. 

The  business  prospered  briefly,  but 
then  the  oil  bubble  started  to  burst  in 
late  1982.  Down  to  his  last  510,000, 
Mclng\ale  decided  to  gamble  it  all  on 
late-night  television  advertising — the 
only  tube  time  he  could  aflford.  His 
ad-libbed  spots  turned  the  company 
around.  A  marketing  star  was  born, 
soon  to  reappear  in  Santa  Glaus  suits, 
bunny  rabbit  suits,  even  a  hoUowed- 
out  mattress — anything,  dear  stu- 
dents, to  draw  attention.  The  model 
homes  were  incorporated  into  one 
building. 

As  his  business  improved,  Mclng- 
vale  nearly  made  a  fatal  mistake.  His 
commissioned  salespeople  began  to 
develop  a  reputation  for  \er>'  aggres- 
sive selling.  Fortunately,  says  Mclng- 
vale,  he  heard  about  W.  Edwards 
Deming,  the  famed  qualit>-control 
expert.  From  a  Deming  seminar 
Mclng\ale  got  the  idea  that  he  should 
put  all  of  Galler\'  Furniture's  salespeo- 
ple on  salan,' — almost  unheard  of  in 
retailing — which  he  did  a  year  ago. 

Since  then,  sales  are  up  22% — al- 
though selling  expenses  are  up  30%. 
But  because  he  has  virtually  no  debt 
or  middle  management  and  basically 
runs  the  place  himself,  Mclng\ale  can 
afford  the  added  expense  of  a  salaried 
sales  force.  Indeed,  Ga!ler\'s  operat- 
ing expenses  are  only  about  30%  of 
sales,  versus  the  industry'  average  of 
perhaps  40%. 

Mclngxale's  formula  is  now  work- 
ing so  smoothly  that  he's  talking 
about  opening  a  second  store,  in  Los 
Angeles.  But  Mattress  Mack  is  still  a 
plunger.  He  recently  invested  S8  mil- 
lion— \irtually  all  his  personal  liquid 
assets — for  a  60%  slake  in  Sidekicks,  a 
soon -to- be -released  movie  featuring 
Ghuck  Norris.  Mclng\'ale,  who  in- 
vested in  the  film  after  meeting  Norris 
at  a  charity  event,  figures  to  cam  a  big 
profit  on  the  flick's  foreign  rights.  But 
hedging  his  bet  somewhat,  he's  had 
Norris  appear  in  some  Galler\'  com- 
mercials. Perhaps  the  celebrity's  ap- 
pearance will  raise  the  ads'  ratings 
among  the  marketing  students.      ^M 
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For  most  people,  buying  mutual  funds  is  an  excellent 
way  to  invest.  For  Morningstar  founder  Joe  Mansueto, 
writing  about  the  funds  has  been  even  better. 

Watch  out, 
Value  Line 


By  Gary  Slutsker 

The  past  six  months  have  been  a 
time  of  unprecedented  prosperit)'  in 
the  mutual  fimd  business.  They  have 
not  been  so  bad  for  Joseph  Mansueto, 
either.  Mansueto,  35,  is  a  chronicler 
of  this  now  $1  trillion  business  as 
founder  and  owner  of  Morningstar, 
Inc.,  a  publisher  specializing  in  mutu- 
al fimds.  Circulation  of  the  company's 


$395-a-year  Mornin0star  Mutual 
Funds  survey  hit  10,000  last  Septem- 
ber and  almost  without  a  pause 
climbed  to  over  27,000  last  month. 
Add  in  ancillary'  products — from  CD- 
ROMs  to  publications  on  variable  an- 
nuities, closed-end  mutual  funds  and 
Japanese  stocks— and  revenues  of  pri- 
vately held   Morningstar  will   more 


Joe  Mansueto  of  Morningstar 

"You're  writing  about  us  five  years  too  soon." 


than  double  this  year,  to  around  SIO 
million. 

Profits.'  Marginal,  since  Mansueto 
puts  his  free  cash  flow  into  new  and 
improved  products. 

Mansueto,  who  earned  an  M.B.A. 
from  the  Universit}'  of  Chicago  in 
1980,  always  knew  he  wanted  to  run 
his  own  business.  Instead  of  following 
his  classmates  into  the  field  of  consult- 
ing, Mansueto  started  a  market  re- 
search firm  with  a  friend.  When  he 
found  that  market  research  didn't  suit 
him — the  firm  he  cofounded  is  still  in 
business — he  took  jobs  as  an  invest 
ment  analyst  for  a  venture  capitalist  '| 
and  Harris  Associates,  the  Chicago 
investment  firm. 

All  the  while  he  \sas  incubating  the 
idea  of  starting  a  financial  publishing 
company.  Mutual  fijnds  seemed  like  a 
good  place  to  start.  In  1984  Man- 
sueto quit  his  job  at  Harris  Associates 
to  start  a  quarterly  mutual  fund 
suney. 

Big  publishing  companies  spend 
millions  of  dollars  to  launch  new  pub- 
lications. Mansueto  launched  Morn- 
ingstar on  a  shoestring.  With  S70,000 
of  savings  to  get  him  started,  Man- 
sueto worked  out  of  his  one-bedroom 
apartment  in  Chicago's  Lincoln  Park 
section  with  a  few  helpers,  collecting 
data  from  mutual  fiinds  and  putting 
the  numbers  into  a  personal  comput- 
er. Mansueto  priced  the  quarterly  sur- 
vey at  $130  a  year  and  spent  $6,000 
for  a  t^vo- thirds- page  ad  in  Barron's. 
The  ad  pulled  600  orders,  worth 
$78,000.  Mansueto  was  in  business. 

In  1986  Mansueto  saw  room  for  a 
fortnightly.  He  scraped  together  an- 
other $200,000 — "all  my  possessions 
in  the  world,"  he  says — and  bor- 
rowed a  like  amount  from  his  father,  a 
physician  in  Indiana. 

Toda\ ,  Moniiujisrar  Mutual  Funds 
covers  1,300  mutual  tlmds,  updating 
about  130  funds  c\er\  rvvo  weeks; 
thus  even-  fijnd  is  updated  even-  20 
weeks.  Kacii  page  i>f  the  service  ana- 
K/.es  a  particular  mutual  fund  using 
statistics  on  past  pcrtbmiancc,  risk 
facti>rs  and  composition  i>f  the  fimd's 
pi>rttblio,  including  things  like  aver 
age  price/eaniings  ratio  and  median 
market  capitalization. 

Monnnastar  gives  each  tluid  a  rat- 
ing of  up  ti>  five  stars  based  on  load- 
adjusted  performance  and  risk.  (Vn 
like    1-\>RHFS'    twice  a  vear    Mutual 
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Morningstar  page;  Value  Line  page 
"People  could  be  confused." 


Funds  Survey,  Mornin0star  does  not 
not  give  the  funds  separate  ratings  for 
bull  and  bear  markets.) 

Morningstar's  resemblance  to  the 
popular  Value  Line  service  for  public- 
ly owned  companies  rankles  Jean 
Buttner,  Value  Line's  chairman  and 
daughter  of  the  service's  late  founder, 
Arnold  Bernhard.  "It  doesn't  seem 


i 

1 

right  that  someone  would  use  a  for- 
mat so  similar  to  our  own  that  has 
taken  50  years  to  build  up,"  says 
Buttner,  whose  publication  has  over 
92,000  subscribers.  "People  could  be 
confused." 

Mansueto  responds  that  there  are 
only  so  many  ways  to  cram  financial 
information  on  a  page.  Besides,  Ar- 


Morningstar 
Publisher 
Don  Phillips 
Mutual  funds 
were  more 
compelling  than 
modem  novels. 


nold  Bernhard  himself  decided  not  to 
cover  open-ended  mutual  funds,  out 
of  concern  that  such  coverage  would 
be  seen  as  a  conflict  of  interest  with 
Value  Line's  own  mutual  funds.  "Our 
lawyer  talked  to  their  lawyer,"  he  says, 
"and  they  never  did  anything." 

In  1986  Mansueto  was  joined  by 
Donald  Phillips,  30,  who  has  the  tide 
of  publisher  of  Morningstar  Mutual 
Funds.  Phillips  holds  a  master's  de- 
gree in  20th-centur\' American  litera- 
ture from  the  Universin,'  of  Chicago, 
but  he  was  always  just  as  interested  in 
mutual  funds  as  in  contemporarN'  nov- 
elists, like  Robert  Coover.  "In  the 
Universit\'  of  Chicago  libran'  I'd  find 
myself  reading  investment  articles  and 
calculating  mutual  hind  returns," 
says  Phillips.  "I  realized  my  over- 
whelming interest  was  in  mutual 
hinds."  He  got  the  Morningstar  job 
by  answering  an  ad  in  the  Chicago 
Tribune. 

At  first  Phillips  was  Morningstar's 
lone  analyst,  writing  blurbs  on  1 1 1 
fijnds  every  two  weeks.  Today  Phillips 
oversees  a  staff' of  12  flill-time  ana- 
lysts, plus  data  and  copy  editors,  pro- 
grammers, graphic  artists — 70  in  all. 
But  he  is  the  only  full-time  employee 
with  stock  options. 

By  early  1989  Morningstar,  Inc. 
was  running  a  positive  cash  flow.  Last 
year  Mansueto  started  researching  an 
analysis  of  500  Japanese  stocks,  up- 
dated fortnighdy.  Priced  at  S395  a 
year,  this  newly  introduced  ser\ice  is 
targeted  mainly  at  money  managers 
and  institutional  investors. 

The  timing  for  the  Japanese  stock 
sur\ey  is  either  exquisite  or  rotten. 
The  Tokyo  Stock  Exchange  is  in  tat- 
ters, but  on  the  other  hand,  contrar- 
ians are  beginning  to  snifl  around  the 
Tokyo  market. 

Mansueto  admits  the  initial  re- 
sponse to  the  Japanese  suney  has 
been  lukewarm.  With  just  500  sub- 
scribers, it  is  a  long  way  friMii  profit- 
abilin-.  But  so  was  the  fund  sur\ey 
w  hen  it  started. 

What  next?  When  asked  if  Morn- 
ingstar's next  move  might  be  into 
Furopean  equities,  and  if  he  might 
ultimately  tackle  \'aluc  Line  head-on 
in  the  l\S.,  Joe  NLmsueto  turns  coy. 
''You're  w  riting  about  us  five  years 
too  soon,"  he  says,  answering  the 
question  indirectly  but  in  the 
afrirmative.  ^1 
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Excalibur  Technologies  should  have  died  years  ago, 
but  the  smart  folks  at  Allen  &  Co.  decided  its 
technology  made  the  company  worth  saving. 

Right-brained 
computers 


By  Lisa  Gubemick 

Excalibur  Technologies  Corp.  may 
or  may  not  have  a  future,  but  it  is 
definitely  a  company  with  a  past. 
Founded  in  1980,  this  computer  soft- 
ware maker  has  limped  forward  with 
minimal  revenues  over  the  past  dozen 
years,  along  the  way  accumulating  net 
losses  of  $14  million.  It  also  has  a 
dubious  heritage.  Its  shares  were  sold 
to  the  public  in  1980  by  penny  stock 
swindler  Juan  Carlos  Schidlowski, 
who  was  nabbed  by  the  feds  earlier 
this  year  (Forbes,  Feb.  17). 

Concedes  Excalibur's  chairman, 
Richard  Crooks:  "This  company 
should  have  died  in  the  mid- Eight- 
ies." It  didn't,  and  even  though  its 
revenues  are  still  tiny  and  it  is  still 
losing  money,  Excalibur  has  become  a 
hot  stock  again.  Very  hot.  At  a  recent 
price  of  15V4,  the  7.4  million  o-t-c- 
traded  shares  have  a  current  market 
capitalization  of  $113  million. 

Moreover,  Excalibur  has  accumu- 


lated an  impressive  shareholder  ros- 
ter, including  partners  of  Wall  Street's 
Allen  &  Co.  Inc.  and  some  fancy 
Hollywood  names:  Creative  Artists 
Agency  chief  Michael  Ovitz,  actress 
Candice  Bergen  and  producer  Ray 
Stark.  Says  Stark:  "Anything  Allen  & 
Co.  recommends  to  me,  I  buy." 

Why  is  Allen  bullish  on  such  a 
seemingly  doggy  stock.^  Because,  de- 
spite its  terrible  histor}',  Excalibur  has 
a  promising  technology.  Based  in  Mc- 
Lean, Va.,  Excalibur  makes  data  re- 
trieval software.  Using  artifical  intelli- 
gence techniques,  Excalibur  software 
looks  for  words  and  images  in  a  file 
very  much  the  way  a  human  eye 
would  do  it,  by  searching  for  patterns 
in  the  data  (Forbes,  Dec.  23,  1991). 

The  software  is  already  in  use.  Pan- 
asonic Factory  Automation  uses  Ex- 
calibur's software  to  store  and  access 
parts  manuals  for  its  system  that  as- 
sembles computer  circuit  boards.  If  a 
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customer  wants  to  order  a  part  but 
doesn't  have  the  part  number,  a  gen- 
eral description — "display  light,"  say, 
or  "toggle  switch" — can  be  entered 
into  the  computer,  which  will  search 
the  manual  for  a  match.  Says  Panason- 
ic's David  Nelson:  "What  used  to  take 
at  least  1 5  minutes  now  takes  no  more 
than  2  minutes." 

Other  customers  include  Pfizer  Inc 
and  Manufacturers  Hanover  Trust. 
The  software  operates  on  Digital 
Equipment  Corp.'s  vax  systems  and  is 
marketed  by  dec. 

Why,  despite  this  promising  tech- 
nolog)',  does  Excalibur  have  such  a 
dismal  histon^?  The  company  got  its 
start  in  1979  when  lames  Dowe,  then 
associate  director  of  the  University'  of 
New  Mexico's  computer  center,  read 
The  Origin  of  Consciousness  in  the 
Breakdown  of  the  Bicameral  Mind,  by 
Julian  Jaynes,  a  Princeton  ps\'cholog\' 
professor.  Jaynes'  tome  explained 
how  the  brain  is  divided  into  two 
hemispheres,  the  left  housing  the 
brain's  anal>ldcal  functions,  the  right 
the  creative  ones. 

Dowe,  then  35,  thought  about  that 
and  decided  computers  were  too  left- 
brain  oriented.  To  be  truly  useful,  he 
figured,  they  needed  to  take  on  more 
intuitive  functions.  Using  the  univer- 
sit\''s  computers,  Dow  e  spent  the  next 
two  years  developing  a  primitive  pro- 
tot>T)e  of  what  is  now  called  a  fuzz)- 
logic  program  (Forbes,  Feb.  17). 

But  Dowe  struck  out  when  he  tried 
to  raise  money  from  \cnture  capital- 
ists. In  desperation  he  turned  to  pen- 
ny stock  promoter  Schidlowski,  who 
raised  $2  million  in  a  stock  offering. 
But  $2  million  wasn't  nearly  enough. 
The  stock,  which  ran  up  to  $120  a 
share  by  October  1982 — 12  times  the 
issue  price — subsequently  sank  to  un- 
der S5  when  it  w  as  apparent  Excalibur 
was  running  out  of  mone\". 

Bankrupt,  pAcalibur  was  about  to 
liquidate  in  198S  w  hen  a  call  came  in 
from  a  man  who  had  noticed  the 
company  at  a  trade  show  months 
earlier.  Recalls  Patrick  Patterson, 
head  of  marketing  for  Excalibur  since 
1984:  "The  furniture  in  the  offices 
w  as  being  moved  by  the  landlord,  but 
the  phones  were  still  in.  Would  we  be 
interested  in  talking  with  a  lapanese 
company  about  doing  a  project  to 
build  a  retrieval  system  that  could 
work  with  kanji  |  lapanese]  and  Ro- 
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man  characters?"  Yes,  but  the  compa- 
ny, Nikkei  Information  Systems, 
which  builds  factory  automation  sys- 
tems, would  have  to  move  fast. 

A  team  from  Nikkei  was  in  Excali- 
bur's  offices  a  week  later,  signing  a 
codevelopment  contract  on  the  spot, 
agreeing  to  pick  up  the  company's 
operating  expenses — about  $27,000 
a  month.  Two  years  later  Nikkei's 
Excalibur  system  was  up  and  running. 
The  company  is  still  a  customer. 

That's  when  Richard  Crooks  en- 
tered the  picture.  Impressed  with  the 
Nikkei  deal.  Crooks,  who  was  run- 
ning Allen  &  Co.'s  equity  trading 
desk,  convinced  his  partners  to  throw 
in  $300,000  to  get  Excalibur  out  of 
bankruptcy.  Additional  cash  infusions 
followed,  and  Excalibur  limped  along 
until  1990,  when  Digital  Equipment 
agreed  to  market  Excalibur's  system. 
Allen  &  Co.  in  turn  used  dec's  com- 
mitment to  help  raise  another  $14 
million  of  private  capital  for  the  com- 
pany, including  over  $7  miUion  of  its 
own  money.  All  told,  Allen  &  Co.  has 
put  around  $10  million  into  Excali- 
bur. Its  42%  stake  is  worth  $47  mil- 
lion. Dowe,  now  the  company's  chief 
scientist,  has  had  his  holding  diluted 
to  under  5%  of  the  equity. 

With  the  DEC  deal,  Crooks,  52,  left 
Wall  Street  to  run  Excalibur.  "After 
30  years  staring  at  screens,  you  start  to 
go  a  httle  crazy,"  he  says.  "I  decided  it 
would  be  more  of  a  challenge  to  get 
involved  with  a  company  at  an  early 
age  and  watch  it  grow." 

He  hasn't  yet  seen  much  growth. 
For  fiscal  1992  (ended  Jan.  31)  the 
company  lost  $3.9  million  on  reve- 
nues of  $4.9  million.  But  with  $10 
million  in  the  corporate  coff^ers, 
Crooks  is  pushing  Dowe  to  develop 
new  products,  including  data  retrieval 
programs  that  will  respond  to  image 
and  voice  requests. 

Meanwhile,  similar  software  firms 
are  jumping  into  the  market,  Fulcrum 
Technologies  Inc.  and  Verity  Inc. 
among  them. 

So  Crooks  is  careful  not  to  make 
too  many  promises  about  a  company 
that  has  broken  too  many  promises  in 
the  past.  "If  you  look  at  the  thing 
[Excalibur]  as  revenue  and  earnings, 
you  can't  justify  the  stock  price."  But 
he  adds:  "If  you  look  at  what  you 
think  it  might  be  in  five  years,  then 
you  can  say  anything."  WM 


Sometimes  success  comes  from  outsmarting  compet- 
itors; sometimes  the  competitors  outsmart  themselves. 
Butterick  Co.  has  succeeded  on  both  counts. 

Reaping 
from  sealing 


By  Jean  Sherman  Chatzky 

For  a  small  and  declining  industry, 
the  cash -flow- rich  pattern  business 
attracted  a  lot  of  attention  from  deal- 
makers  during  the  1980s.  Simplicity 
Pattern  Co.  changed  hands  four 
times,  was  milked  of  cash  and  lost  a 
third  of  its  market  share.  McCall  Pat- 
tern Co.  was  bought  and  sold  twice 
and  landed  in  bankruptcy  in  1988. 

And  then  there  is  the  oldest  dress 
pattern  company  of  all,  Butterick  Co., 
Inc.,  founded  129  years  ago  by  Mas- 
sachusetts tailor  Ebenezer  Butterick 
(see  box,  p.  156).  Once  a  great  Ameri- 
can brand  name,  Butterick  fell  on 
hard  times  during  the  Depression  and 
never  really  recovered.  In  the  1970s 
schools  stopped  teaching  sewing  and 
women  began  joining  the  work  force 
in  large  numbers,  leaving  their  sewing 
machines  to  gather  dust. 

By  1983  Butterick  was  an  obscure, 
$70  million  (sales)  division  of  Ameri- 


can Can  Co.  In  that  year  its  managers, 
led  by  William  P.  Wilson  and  John 
Lehmann  (respectively,  they  were 
chief  executive  and  head  of  interna- 
tional divisions),  bought  the  compa- 
ny. Price:  S12.5  million,  all  but 
$500,000  of  it  borrowed  money. 

Butterick  was  a  leveraged  buyout 
with  a  difference.  Unlike  Simplicity' 
and  McCall,  Butterick  prospered  un- 
der its  new  owners.  While  Simplicity's 
market  share  has  dropped  from  43% 
to  32%  over  the  past  ten  years,  Butter- 
ick's  has  climbed  from  22%  to  28%. 
(McCall,  now  out  of  bankruptc\\  has 
about  a  third  of  the  market.)  Despite 
the  shrunken  market,  Butterick's  pat- 
tern sales  have  grown  at  about  8%  a 
year  and  should  top  $95  million  in  the 
fiscal  year  ending  June  30. 

John  Lehmann,  who  became  chief 
executive  when  Wilson  retired  in 
1988,  credits  some  of  Butterick's  suc- 


Butterick  Co. 
Chief  Executive 
John  Lehmann 
Increasing 
profits  in  a 
stagnant 
industry. 
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If  it  had  less  legroom,  a  lesser  warranty, 
and  cost  thousands  more,  it  could  be  a  Cadilbc. 

Logic  would  seem  to  dictate  that  when  you  pay  thousands  of  dollars  more  for  a  car,  you  should 
get  a  lot  more  car.  Apparently,  in  the  case  of  the  Cadillac  Sedan  DeVille  versus  the 
Chrysler  Fifth  Avenue,  logic  does  not  apply.  Both  cars  provide  ample  room  for 
six,  air-conditioning,  automatic  transmission,  automatic  load  leveling,  stereo 
sound  system,  fiilly  reclining  seats,  all  as  standard  equipment.  Both  offer  safety  and 
performance.  A  driver's  air  bag  is  standard  on  the  Chrysler  Fifth  Avenue,  as  is  a  powerftil  ftiel- 
injected,  3.3-liter  V-6.  Anti-lock  brakes  are  also  available.  Here,  however,  is  where  logic  totally 

falls  apart.  The  restyled  Chrysler  Fifth 
Avenue  costs  thousands  less,  yet 
it  has  more  legroom  than  the 
largest  Cadillacf  And  it  offers 
a  better  warranty:  bumper-to-bumper 
protection  for  5  years  or  50,000  miles!  And  now  the  added  incentive  of  $1,500  cash  back.  Defy 
logic.  Pay  less,  get  more.  Chrysler  Fifth  Avenue.  For  information,  call  1-800-4A-CHRYSLER. 


ADVANTAGE:  CHRYSLERS 

A    DIVISION    OF    CHRYSLER    CORPORATION 


'  SnnJinl  njuipmcnt  Io.tI«  wry  Usnxvn  ct<m[«m<in  to  Cklillji:  Bnuiitum  *  ExduJo  nomul  numrruncr.  aJiuHmcnn  ai\l  wtm  miu.  Set  IuimiJ  wvnnv  it  Jain  Skm  mRKtura  apfty 
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Ebenezer  Butterick 
Tailor  to  tycoon. 


Long  before  there  was  a 
fashion  industry  in  the 
U.S.,  there  was  Butterick 
Co.  The  company  began  in 
1863  when  Ebenezer 
Butterick,  a  27-year-old 
tailor  in  Sterling,  Mass., 
designed  a  sewing  pattern 
for  his  wife,  who  was 
struggling  to  cut  fabric  for  a 
baby  dress  on  their  dining 
room  table.  She  liked  the 
pattern,  and  he  quickly 
turned  the  idea  into  a  busi- 
ness. By  1873  Butterick 
was  selling  some  6  million 
patterns  a  year,  at  25 
cents  apiece. 

After  setting  up  head- 
quarters in  New  York  City, 
the  company  branched 
into  magazines  that  show- 
cased Butterick  fashions. 
The  most  famous  tide  was 
Delineator.  Edited  by 
Theodore  Dreiser,  it  fea- 
tured articles  by  Edith 


Wharton,  Rudyard  Kipling 
and  H.L.  Mencken,  who 
wrote  a  baby  column 
anonymously. 

In  1903  Butterick  built 
a  16-story  skyscraper — 
then  one  of  the  city's  tall- 
est— with  Louis  Tiffany- 
designed  interiors.  But 
Butterick's  slick  magazines 
went  under  during  the 
Depression,  and  the  com- 
pany filed  for  bankruptcy 
in  1935.  It  was  forced  to 
sell  its  lower  Manhattan 
headquarters — where  it 
continues  to  lease  space 
today — for  $3  million.  And 
while  Butterick  was 
struggling  to  stay  alive,  its 
competitors.  Simplicity 
and  McCall,  were  founded 
and  used  Butterick's  fi- 
nancial difficulties  to  their 
advantage.  Today  the 
shoe,  as  it  were,  is  on  the 
other  foot.         -J.S.C.  WM 


cess  to  his  competitors'  stupidity. 
"The  investors  in  McCall  and  Sim- 
plicity knew  how  to  make  deals,"  he 
says,  "but  they  didn't  know  the  pat- 
tern business." 

Lehmann  knew  patterns  and  how 
to  control  costs — he  had  started  at 
Butterick  as  a  young  accountant  in 
1963  and  had  worked  throughout  the 
company.  Once  the  managers  took 
over  Butterick,  they  did  what  highly 
leveraged  new  owners  usually  do: 
They  slashed  inventory  and  weeded 
out  workers.  They  also  consolidated 
five  printing  and  distribution  plants 
into  a  single  Altoona,  Pa.  site. 

"We  were  more  carefiil  about  how 
we  spent  our  own  money  than  about 
how  we  spent  theirs  [American 
Can's],"  says  Lehmann.  The  $12  mil- 
lion loan  was  repaid  out  of  cash  flow  in 
under  two  years. 

But  Butterick's  new  owners  did  not 
merely  slash  and  fire.  Wilson  and  Leh- 
mann also  invested  in  computerized 
design  systems.  These  machines  cut 
the  time  it  takes  to  speed  a  new 
pattern  to  market  from  2  V2  months  to 
as  little  as  four  weeks.  Speed-to-mar- 
ket is  important  because  pattern  de- 
signs are  typically  knocked  oft"  from 


popular  styles  or  licensed  from  hot 
designers  like  Donna  Karan  and 
Ralph  Lauren.  Unless  the  pattern- 
maker is  quick,  a  dress  can  be  on  the 
remainder  racks  before  its  pattern  is 
available  in  stores. 

Understanding  and  investing  in  the 
business  paid  off^when,  in  1984,  Sim- 
phcity  decided  to  attack  Butterick's 
niche  in  the  pattern  business:  higher- 
margin  patterns  of  designer  st)'les. 
Simplicity  had  long  dominated  sales 
of  relatively  inexpensive  patterns  for 
simple  dresses,  skirts  and  blouses.  But 
under  one  of  its  new  management 
teams,  it  began  to  downplay  its  tradi- 
tional market  and  to  go  aft:er  Butter- 
ick's specialty.  Says  Lehmann:  "They 
abandoned  their  market." 

But  Simplicity's  invasion  of  Butter- 
ick's niche  soon  failed.  Butterick's 
Vogue  line  already  had  many  of  the 
top  designers  under  exclusive  con- 
tract, and  its  patterns  were  en- 
trenched in  upmarket  fabric  shops. 

After  routing  Simplicity's  attack, 
Lehmann  went  after  Simplicity'  at  the 
lower  end  of  the  market.  Since  1988 
he  has  almost  doubled  the  total  num- 
ber of  less  expensive  patterns  Butter- 
ick was  introducing. 


Lehmann  also  stepped  up  promo- 
tion, much  of  which  had  been  done 
through  the  company's  two  sewing 
magazines,  Butterick  Home  Catahg 
and  Vo£iue  Patterns.  He  added  four 
new  titles,  including  Weddings  and 
Fine  Sewin^f,  to  promote  new  niches. 
The  new  books  not  only  helped  sell 
patterns,  but  also  quickly  became 
profitable  special -interest  magazines 
in  their  own  right. 

Still,  there's  not  much  Lehmann 
can  do  about  the  dismal  state  of  the 
pattern  business.  So  he  has  diversified 
the  company,  mainly  into  the  greet- 
ing card  business. 

What  does  Lehmann  know  about 
greeting  cards.'  Quite  a  bit,  it  turns 
out.  "Like  patterns,  a  greeting  card  is 
a  woman's  product,"  says  Lehmann. 
"It's  a  printed  product.  And  it's  a 
fashion  product,  because  the  colors 
vary  from  yea^  to  year." 

Since  1986  Lehmann  has  spent  $7 
million  to  buy  four  cardmakers  spe- 
cializing in  Christmas  and  holiday 
cards.  A  practiced  hand  at  cutting 
costs,  he  shut  down  their  presses, 
contracted  out  the  printing  and  con- 
solidated the  design  shops  in  Butter- 
ick's New  York  and  Chicago  offices. 

In  greeting  cards,  a  littie  cost-cut- 
ting goes  a  long  way.  "We're  produc- 
ing 50  million  cards  a  year,"  Leh- 
mann says.  "If  I  reduce  my  cost  on 
each  card  by  1  cent,  I  save  half  a 
million  dollars."  So  far,  he's  cut  3 
cents — or  about  10%  of  the  manufac- 
turing cost — per  card.  Meanwhile, 
card  sales  have  doubled,  to  S23  mil- 
lion last  year,  bringing  Butterick's 
overall  sales  to  $120  million. 

A  careful  planner  in  business,  Leh- 
mann, now  60,  is  also  looking  ahead 
to  his  retirement.  An  Anglophile,  he 
bought  a  400-year-old  English  pub. 
Ye  Olde  George  Inn,  in  Portsmouth, 
southwest  of  Lxjndon,  four  years  ago. 
He  says  he  plans  to  spend  several 
months  a  year  there  after  he  turns  62. 

He'll  be  able  to  stand  his  friends 
plcnt\'  office  drinks.  In  1988  Robert 
Bass'  Acadia  Investors  paid  atxiut  $90 
million  for  60%  of  Buttenck,  valuing 
the  company  at  around  SI 50  mil- 
lion— more  than  ten  rimes  what  the 
managers  paid  for  it  just  five  years 
earlier.  With  its  cash  flow  continuing 
to  climb,  Butterick  is  noN\  probably 
wonU  $175  million,  and  Lehmann 
still  owns  10%  of  the  ciMiipanv.      IB 
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A  lot  of  companies  say  that 
they  are  dedicated  to  customer 
service.  But  at  WordPerfect 
Corporation,  that  commitment 
is  backed  up  by  some  very 
potent  numbers. 

Almost  a  quarter  of  the  com- 
puter software  maker's  3,500 
employees  work  in  the  cus- 
tomer support  center.  Together,  they  handle  more 
than  16,500  customer  support  calls  a  day.  The 
cost  to  the  company  of  that  level  of  service: 
roughly  a  half  million  dollars  each  month. 

No  wonder,  then,  that  WordPerfect  looked 
to  ROLM*to  equip  its  call  center  operation.  Using 
ROLM  9751  switches,  the  company  support  cen- 
ter can  instantly  route  an  incoming  call  to  the 
appropriate  department,  thus  keeping  caller 
waiting  time  to  a  minimum. 

But  operational  efficiency  is  only  a  part  of 
the  reason  WordPerfect  chose  ROLM.  The  other 
component?  Precisely  what  you 


might  expect:  outstanding 
customer  service. 

"We  put  a  lot  of  pressure  on 
the  ROLM  team,"  admits 
WordPerfect's  director  of 
telecommunications  John 
Lockwood.  "Our  deadlines 
can  be  extremely  tight,  but 
ROLM  has  always  gone  that 
extra  mile  to  meet  them." 

Like  the  time  ROLM's  Sherry  Burtenshaw  was 
asked  on  a  Wednesday  to  install  16  new  Phone- 
Mail*  channels  by  Friday.  No  easy  feat.  But  by 
Friday,  her  team  had  them  up  and  running. 

Quality  ROLM  Call  Center  products.  Superior 
ROLM  client  support.  It's  not  just  the  way  we 
do  business.  It's  why  we  do  business  with  the 
companies  we  do. 

For  more  information,  please  call  ROLM  at 
(800)  624-8999  extension  235  -  Voice  access; 
(203)  849-6833  -  TDD  access. 

We  ask  better  questions. 
You  get  better  answers. 


An  IBM  and  Siemens  Company 


ROLM  and  PhoneMail  are  registered  trademarlo  o!  ROLM  Systems  WordPerlect  is  a  registered  trademark  ol  WordPerfect  Corporation  J  1992  ROLM  Company 
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High  salaries  for  corporate  bosses  are  no  more  immoral 
than  fat  paychecks  for  TV  newscasters  or  celebrity 
entertainers.  The  trouble  is  that  executive 
compensation  isn't  always  tied  to  performance. 

Put  them  at  risk! 


By  Dana  Wechsler  Linden  and  Dyan  Machan 

IT'S  AN  OLD  STORY,  but  it's  apt:  When  someone 
complained  that  Babe  Ruth  made  more  money 
than  President  Hoover,  the  Babe  snapped  back: 
"I  had  a  better  year  than  he  did." 

Nice  comeback.  If  only  the  Babe  were  around 
to  comment  on  the  whole  issue  of  executive  compensa- 
tion. Chief  executives — and  their  boards — are  the  ones 
taking  the  heat  these  days,  from  shareholder  groups,  TV 
newscasters  and  politicians  who  know  a  hot  issue  when 
they  see  one. 

It's  an  easy  issue  for  the  media  and  the  politicians 
because  the  numbers  are  public  and  simple  to  understand 
and,  of  course,  envy  is  an  easy  emotion  to  arouse.  Howev- 
er, the  issue  is  more  complex.  Capitalism  is  all  about 
incentives  and  disincentives,  and  money  is  perhaps  the 
chief  of  the  incentive/disincentives.  Why  should  a  society 
resent  a  business  executive's  multimillion-dollar  pay  pack- 
age but  care  little  that  an  entertainer  or  TV  newsreader 
makes  as  much.''  If  some  Congress  members  want  to  cap 
the  tax  deductibility  of  salaries  over  $1  million  a  year,  will 
they  next  propose  a  cap  on  all  professions?  Unlikely. 

Is  executive  pay  really  out  of  line  with  what  we  pay 
people  at  the  top  of  other  fields — our  most  successful  heart 
surgeons,  authors,  anchormen,  cartoonists  and  profes- 
sional models.!* 

Comparing  top  executive  pay  with  that  of  people  at  the 
top  levels  of  other  jobs,  we  found  out  some  interesting 
things.  For  one  thing,  there  is  a  vast  range  of  top  pay  across 
occupations,  from  $1.5  million  for  a  Hollywood  agent  to 
$  1 00  million  for  a  top  money  manager — the  latter  earning 
more  than  20  times  the  median  earnings  of  the  100 
highest-paid  chief  executives  last  year.  The  median  chief 
executive:  General  Dynamics'  William  Anders,  with  earn- 
ings of  $4.5  million. 

Arc  money  managers  "worth"  20  times  what  top 
executives  are  worth?  Are  singers  and  dancers  worth  more 
than  people  in  whose  hands  rests  the  respo'isibilit)'  for 
much  of  the  nation's  prosperity? 

What's  the  relative  "worth"  of  various  occupations? 
University  of  Chicago  professor  Sherwin  Rosen  has  some 
ideas  on  that.  He's  written  about  the  economics  ot 
superstars,  and  explains  that  an  important  question  is  how 
much  leverage  a  job  has.  Athletes,  for  example,  fetch  a  lot 
of  money  these  da\'s,  in  part  because  TV  allows  their  talent 
to  be  enjoyed  by  a  lot  of  people. 


Wlja^v-         Thus  29-year-old  hoopster  Michael  Jordan 

^^^^       can  make  $16  million  because  his  talent  and 

^    f  celebrity  status  attract  people  to  games  and  to 

*^-A  products  he  endorses.  And  athletes  are  subject 

to  relatively  pure  market  forces.  A  baseball 

player's  "production"  statistics  are  measurable,  and  when 

they  slip,  so  does  his  paycheck — ut  contract  renewal  time. 

Given  that  the  health  of  much  of  our  economy  depends 
on  their  decisions,  top  business  executives  are  at  least  as 
important  to  our  societ\'  as  surgeons  and  perhaps  more  so 
than  athletes  and  musicians.  Says  Professor  Rosen:  "A 
management  decision  at  the  top  percolates  throughout 
the  whole  corporation.  Each  worker  should  be  \\illing  to 
pay  a  little  bit  so  the  most  talented  person  is  at  the  top, 
affecting  everybody.  In  a  huge  company,  those  little  bits 
add  up  to  a  lot." 

Given  all  this,  why  should  people  be  surprised  that  top 
business  executives  rank  among  the  nation's  most  highly 
compensated  people?  "Americans  have  always  been  ac- 
cepting of  disparities  of  wealth,"  says  historian  Gordon 
Wood,  author  of  the  highly  acclaimed  book  Tfjc  Radical- 
ism of  the  American  Revolution,  which  traces  America's 
evolution  from  a  monarchical  to  a  democratic  societv'.  One 
of  the  most  important  forces  behind  the  e\olution  was 
Americans'  unique  passion  for  commerce. 

In  the  early  19th  centur\',  Alexis  de  Tocquevillc  wrote 
that  he  was  astonished  to  find  that  Americans  thought  that 
not  only  work  itself  but  also  "work  specifically  to  gain 
money"  is  "honorable."  De  Tocqueville's  Huropc  de- 
spised commerce.  Soldiers  and  nobles  were  the  leaders  of 
societ\'.  "Tradesmen"  ccnild  scarcely  expect  an  imntation 
to  the  royal  ball. 

With  the  American  respect  for  commerce  came  scKial 
equalit}':  Anyone,  not  just  generals  and  dukes  .md  bishops, 
could  attain  privilege.  But  they  attained  it  through  acquir- 
ing wealth,  not  through  birth,  .\nd  in  acquiring  wealth 
some  people  left  others  behind.  Most  of  those  left  behind 
reluctantly  accepted  the  situatii^i  because  thev  knew  their 
children  still  had  a  chance,  and,  anyhow,  maybe  they 
would  win  a  lottery'.  Besides,  points  init  histt>rian  Wixxi: 
"Monev  is  the  least  humiliatiiig  i>f  w.ws  that  people  can 
feel  inferior." 

So  let's  put  the  question  of  executive  pay  in  a  historical 
M\d  economic  framework.  Most  .-Kmericans  tinlay,  after 
giving  the  matter  .some  thought,  would  probably  agree 
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lat  the  right  question  isn't  whether  executive  pay  is  too 

igh.  It's  whether  there's  a  free,  efficient  market  determin- 
ing the  pay  for  executives.  In  other  words,  are  the  bosses 
Ijust  fat  cats  rewarding  themselves  at  the  expense  of 
stockholders  and  consumers  and  workers?  Or  are  they  paid 
proportionately  to  their  contribution?  And  that's  where 
the  real  problem  comes  in. 

In  a  1988  study  of  89  companies,  Charles  O'Reilly  at  the 
University  of  California  at  Berkeley  found  a  strong  correla- 
tion between  chief  executive  pay  and  the  earnings  of  the 
chairman  of  the  compensation  committee.  Although  he 
found  that  executives  could  get  themselves  modest  raises 
by  improving  return  on  equity,  the  easiest  way  for  a  chief 
executive  to  bat  his  pay  out  of  the  park  was  to  appoint  to 
the  compensation  committee  a  highly  paid  fellow  chief 
executive  officer.  Scratch  my  back,  I'll  scratch  yours. 

Because  many  boards  simply  rubber-stamp  what  the 
chief  executive  wants,  big  institutional  investors  have 
gotten  into  the  act.  Warren  Buffett,  for  example,  says  that 
pension  fijnds  and  the  like  should  see  themselves  as 
"parents"  of  the  S&P  500.  The  old  rule  was:  If  you  aren't 
happy  with  management,  sell  the  stock.  That  no  longer 
works,  because  the  big  funds  have  so  much  money  they 
have  no  choice  but  to  invest  in  the  biggest  companies.  So 
Buffett  thinks  they  should  be  less  shy  about  prodding 
poorly  performing  managements.  Says  Buffett,  whose 
Berkshire  Hathaway  owns  many  private  businesses  in 
addition  to  its  public  holdings:  "I  don't  tell  candymakers 
how  to  make  candy,  but  I  review  the  candymaker's 
performance  and  hold  the  managers  accountable.  That's 
what  shareholders  ought  to  be  able  to  do." 

John  Neff,  who  runs  Vanguard's  $8  billion  Windsor 
Fund,  says  companies  should  take  at  least  one  day  a  year  to 
jneet  with  their  1 0  to  20  largest  holders.  "Something  like  a 
New  England  town  meeting,"  says  Neff.  "Do  it  on  a  board 
day  so  that  institutions  could  speak  to  directors." 

Obviously,  executive  compensation  would  be  a  topic  at 
such  meetings  between  chief  executives  and  their  bigger 
shareholders.  But  more  for  its  symbolic  importance  than 
for  its  substance.  What  the  institutions  want,  what  most 
shareholders  want,  is  at  least  average  and  preferably  above - 
average  results  from  managements. 

One  of  the  nation's  largest  pension  funds,  the  $46 
billion  College  Retirement  Equities  Fund,  has  decided  to 
withhold  votes  on  some  director  slates  of  companies  with 
below-average  profitability.  (The  fiind  is  still  picking  its 
targets.)  California  Public  Employees  Retirement  System 
has  a  list  of  13  companies  where  it  will  withhold  its 
proxies  or  vote  them  against  management's  slate  of  direc- 
tors. The  group  comprises  American  Express,  Time 
Warner,  USAir  Group,  Polaroid,  Ryder  System,  ITT, 
Hercules,  Dial,  Control  Data,  Chrysler,  Salomon,  IBM 
and  Sears,  Roebuck. 

Granted,  chief  executives'  productivity  is  hard  to  mea- 
sure. Has  an  executive  who  lays  off  tens  of  thousands  of 
workers  failed?  Not  necessarily.  In  doing  so  he  may  have 
saved  the  business  and  thus  preserved  many  more  jobs. 
Moreover,  a  chief  executive  may  make  decisions  today 
whose  success  or  failure  will  become  apparent  only  after  he 
has  retired.  But  that's  what  boards  of  directors  are  .sup- 
posed to  be  for.  They  are  supposed  to  judge  the  boss  by 


tough  standards.  Increasingly  they  are  doing  so,  but  there 
is  still  far  too  much  cronyism  and  back-scratching  going 
on.  Clearly,  it  is  time  for  big  shareholders  to  take  a  role, 
and  that  is  exactly  what  they  are  starting  to  do. 

Lx)oked  at  from  this  perspective,  it  would  seem  that 
what  is  wrong  is  not  that  some  chief  executives  make  huge 
salaries — that's  the  American  way.  What's  terribly  wrong  is 
that  too  many  boards  of  directors  blindly  support  some 
chief  executives  who  simply  are  not  performing.  In  soon- 
to-be-published  research,  Steven  Kaplan  of  the  University 
of  Chicago  Graduate  School  of  Business  says  that  on 
average  a  chief  executive  has  a  10%  chance  of  losing  his  job 
in  an  average  year.  If  his  stock  price  is  down  50%  relative  to 
the  whole  market,  his  chance  of  being  dismissed  rises  to 
15% — and  17%  if  his  firm  is  in  the  red. 

Shouldn't  the  risk  of  getting  fired  be  much  higher  for 
bosses  who  don't  deliver?  If  it  were,  critics  of  the  system 
would  have  less  to  complain  about.  Babe  Ruth  had  it  right. 
It's  not  who  you  are  but  how  well  you  deliver  that  should 
decide  the  heft  of  your  pay  packet. 


Actor 

Arnold  Schwarzenegger 
$15  million 

Seven  times  Mr.  Olympia,  five  times  Mr.  Universe,  Arnold 
Schwarzenegger  at  44  still  tips  the  scales  at  220  pounds. 
What's  more,  says  movie  producer  Brian  Grazer,  "He's 
worth  his  weight  in  gold." 

Much  more.  Schwarzenegger  got  $16  million — includ- 
ing $6  million  last  year  from  videocassette  revenues — for 
starring  in  Grazer's  1990  film  Kindergarten  Cop;  that 
would  buy  a  ton  of  gold  and  leave  some  change.  Last  year 


Hollywood's  most  lovable  cyborg 
Worth  more  than  his  weight  in  gold. 
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he  collected  another  $9 
million  from  Total  Re- 
call, bringing  his  total 
earnings  to  $15  million 
and  making  him  one  of 
the  highest-paid  actors  in  Holly- 
wood. (Kevin  Costner  made  $50  mil- 
lion, but  mosdy  from  directing  and 
producing  Dances  with  Wolves. ) 

Schwarzenegger  is  married  to  Ken- 
nedy family  member  Maria  Shriver. 
The  couple  live  in  the  Pacific  Palisades 
section  of  Los  Angeles  with  their  two 
daughters.  He  is  chairman  of  the  Pres- 
ident's Council  on  Physical  Fitness  & 
Sports,  and  campaigns  for  Republican 
politicians.  He  probably  has  political 
dreams  himself. 

"Arnold  is  very  Nietzschean,"  says 
John  Milius,  director  of  Conan  the 
Barbarian.  "He  believes  in  Will." 

Schwarzenegger's  determination  is 
so  intense  that,  as  he  explains  in  the 
1976  documentary  Fumping  Iron,  he 
stayed  away  from  his  father's  funeral 
so  it  would  not  interrupt  his  concen- 
tration before  the  Mr.  Universe  con- 
test. Schwarzenegger's  publicist  in- 
sists this  story  was  a  fabrication.  His 
first  big  break  in  Hollywood  came  in 
1982  with  the  title  role  in  Conan  the 
Barbarian.  Schwarzenegger  was  paid 
some  $200,000.  But  die  film  grossed 
an  unexpected  $100  million  and  es- 
tablished the  classic  Schwarzenegger 
character:  icy,  brawny  and  inexpres- 
sive— yet  somehow  endearing. 

But  there's  nothing  endearing 
when  he's  talking  deals.  "He  under- 
stands how  far  he  can  go  to  get  what's 
good  for  him  and  pushes  it  pretty 
good, "says  Grazer.         -Matt  Reks 

Cartoonist 

Charles  Schuiz 
$25  million 

"It's  a  standing  joke  among  my 
friends  that  I  don't  know  how  much  1 
make,"  laughs  cartoonist  Charles  M. 
Schuiz.  Perhaps  FoRBHS  can  help  him 
out.  By  our  estimates,  Schuiz  earned 
$25  million  last  year — and  not  just 
because  he  is  a  brilliant  cartoonist. 
Schuiz  is  quite  an  entrepreneur. 

PfawMr.^ appears  on  the  funny  pages 
of  2,300  newspapers  worldwide — 
more  than  any  other  comic  strip.  But 
that  accounts  for  only  about  $5  mil- 
lion of  Schulz's  income.  It's  licensing 
revenues  that  have  made  ('harlie 
Brown's  creator  truly  wealthy;  gcncr- 
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Charlie  Brown's  creator 
His  wages  aren't  peanuts. 


ally,  they  contribute  upwards  of  80% 
of  his  annual  earnings. 

"Schuiz  was  way  ahead  of  his 
time,"  says  an  industry  consultant 
who  estimates  that  the  licensing  mar- 
ket grew  V-h  times  during  the  Eight- 
ies. The  syndicate  started  aggressively 
promoting  his  strip  in  the  Fifties. 
Since  the  first  plastic  Snoopy  doll 
appeared  in  1958,  likenesses  of  the 
Peanuts  crew  have  sprung  up  on 
products  ranging  from  T  shirts  to 
wristwatches  to  greeting  cards. 

Schuiz  grew  up  surrounded  by  the 
fiinnies.  His  father,  a  St.  Paul  barber, 
bought  four  newspapers  every  Sunday 
to  sample  a  broad  array  of  comics  and 
nicknamed  his  son  Sparky — as 
Schulz's  friends  call  him  to  this  day — 


Battle-ready 
wordsmith 
The  hubbub  over 
executive  pay: 
"A  red  herring 
perpetrated  by 
the  Japanese." 


after  a  character  in  the  cartoon  Barney 
Goo£ile. 

After  high  school,  Schuiz  studied 
art  by  mail,  graduating  from  a  Minne- 
apolis correspondence  school.  He 
started  drawing  cartoons,  peddling 
his  drawings  to  various  publications 
and  syndicates.  In  1950  United  Fea- 
ture Syndicate  changed  the  name  of 
his  strip  from  Li'lFolksto  Peanutsznd 
sold  it  to  seven  papers  that  year. 

Schuiz  still  produces  his  comic  strip 
without  an  assistant,  a  rarit\'  for  super- 
stars in  the  business.  When  he  does 
retire,  his  contract  stipulates  the  strip 
will  end — but  his  licensing  fees  will 
probably  outlive  him. 

Schuiz  isn't  apologetic  about  his  I 
take.  "You  can't  cheat  a  newspaper . 
editor,"  he  says.  "He  pays  what  the 
strip  is  worth  to  him."  He  adds,  "I ' 
would  do  what  1  do,  no  matter  what  I 
got  paid." 

-RiVA  AT1j\S 

Author 

Tom  Clancy 
$15  million 

We  asked  Cold  War  techno-thriller 
author  Tom  Clana'  a  tongue-in- 
cheek  question:  Is  it  fair  for  him  to 
earn  that  much  money  when  the  aver- 
age American  author  earns  bareh- 
$10,000  a  year.5  "What  are  you,  ': 
communist?"  Clanc)'  snapped. 
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Well,  we  asked  for  it:  Dumb  ques- 
jons  deserve  dumb  answers.  But 
that's  exactly  the  same  question  the 
media  keep  asking  about  the  people 
who  nm  our  big  corporations — even 
though  most  of  the  executives  earn  a 
lot  less  than  Clanc)'  does. 

The  author  of  bestsellers  such  as 
"Djc  Hunt  for  Red  October  reminded 
us  that  nobody  awarded  him  that 
money.  "It's  democracy  in  action," 
he  said  of  his  huge  income. 

Certainly  Clancy  started  out  with 
no  special  privileges.  The  son  of  a 
Roman  Catholic  mailman,  he  grew  up 
in  a  Baltimore  row  house  and  worked 
his  way  through  nearby  Loyola  Col- 
lege. He  got  married  in  1969,  right 
after  graduation,  and  started  selling 
insurance.  He  did  well,  and  in  1984 
Clancy  was  still  living  quietly,  nmning 
his  insurance  business  and  making  a 
comfortable  SI 00,000  a  year. 

That  year,  the  novel  he'd  just  writ- 
ten in  a  mere  three  months  was  pub- 
lished by  the  Naval  Institute  Press. 
(Clancy's  advance  was  S5,000.)  Tlje 
Hunt  for  Red  October  hit  the  top  of 
the  bestseller  lists  after  six  months. 

Two  years  later  Clanc)'  gave  up  his 
insurance  business.  His  writing  has 
become  a  money  machine:  Over  30 
million  copies  of  his  six  books  have 
'  been  sold.  His  latest  advance — for  Jlje 
Sum  of  All  Fears,  an  intrigue  about 
Arab  terrorists  with  A-bombs — 
reached  an  extraordinary-  eight-figure 
sum.  Two  of  Clancy's  books  have 
been  made  into  movies,  although  the 
author  says  that  thus  far  his  books 
have  accounted  for  90%  of  his  income. 

Nobody  makes  people  buy  his 
books  or  read  them.  People  choose  to 
and  pay  Clancy  for  the  privilege.  He 
sees  nothing  obscene  about  that,  and 
neither  do  we.  "Writing  is  miserably 
hard  work,"  he  says.  'Tt  isn't  like  you 
just  wake  up  and  get  touched  by  the 
muse." 

If  he  sweats  o\er  his  books,  he 
enjoys  their  fniits.  The  45 -year-old 
writer  lives  with  his  wife  and  four 
children  in  a  16,000-square-foot 
mansion — not  including  the  pistol 
range,  Clancy  is  quick  to  point  out — 
built  on  cliffs  overlooking  Chesa- 
peake Bay.  He  hangs  out  w  ith  militar\- 
people  and  FBI  agents  in  Washington. 
"When  my  friends  say  they've  made  a 
killing  on  the  street,  they  really  mean 
it,"  he  savs.  -M.\Tr  Rkks 
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Surgeon 

Denton  Cooley 
$3.6  million 

Renowned  heart  surgeon  Denton 
Cooley  knows  how  to  make  surger\- 
profitable:  Leverage  your  efforts.  The 
man  who  completed  the  first  success- 
fiil  human  heart  transplant  in  the 
U.S.,  in  1968,  has  a  clinic  in  Houston 
with  a  staft'  of  six  surgeons.  Cooley 
gets  a  cut  of  their  earnings  and  has 
three  operating  theaters  of  his  ow  n, 
where  schedules  are  synchronized  so 
he  can  perform  three  delicate  opera- 
tions at  a  time.  Assistants  do  all  the 
preparation,  and  C^ooley  steps  into 
each  in  time  for  just  the  most  critical 
procedures. 

This  is  not  intimate,  small-town- 
st>le  doctoring.  But  it  pays.  Pumping 
out  up  to  eight  heart  operations  a  day, 
71 -year-old  Cooley  earned  S3. 6  mil- 
lion in  1991,  making  him  probably 
the  highest-paid  surget)n  in  the  L'.S. 

Actually,.his  business  has  sloughed 
oft'  quite  a  lot  the  past  few    years. 


Competition.  In  1989  CcK)ley  earned 
2V2  times  as  much — S9  million — per- 
forming up  to  1 5  operations  a  day.  He 
attributes  the  income  fall  to  an  in- 
crease of  over  50%  in  the  number  of 
heart  surgeons  in  the  last  decade.  At 
Cooley's  Texas  Heart  Institute,  the 
price  of  a  coronan-  bypass  is  still  w  hat 
it  was  three  years  ago,  about  S4,000. 

WTiat  does  Cooley  do  with  his  in 
come?  He  gives  a  lot  of  it  to  his 
creditors.  Four  years  ago,  caught  in 
the  Texas  realt)'  crash,  he  declared 
personal  bankruptcy  after  his  com- 
mercial real  estate  investments  de- 
clined in  value  from  SI 00  million  to 
S40  million.  But  he  still  lives  well, 
with  his  main  residence  in  Houston's 
tony  River  (^aks  section,  rwo  beach 
houses  t)n  the  island  of  dah  eston  and 
a  cattle  ranch  about  40  miles  north- 
west of  the  cit)-. 

After  medical  school  at  Johns  Hop 
kins  L'niversit) ,  C'ooley  went  back  to 
Houston,  w  here  his  famiU'  has  lived 
for  three  generatitms,  and  joined  the 
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^  staff  of  the  Baylor  Uni- 

/  V^^  versity  College  of  Medi- 
"''^'i^^  'y  cine,  founding  his  Heart 
T^^  1  Institute  30  years  ago. 
-^  ^  He  makes  no  apologies 
for  his  high  income.  He  says  he  works 
14-hour  days  during  the  week,  a  half- 
day  on  Saturday,  and  he  visits  patients 
Sunday  evenings.  "I  only  increase  my 
income  by  increasing  the  amount  of 
work  I  do,"  Cooley  says.  "The  more 
patients  I  operate  on,  the  more  I 
earn."  How  does  he  feel  about  being 
one  of  the  U.S.'  top-earning  people.' 
He  shrugs.  "That's  not  a  question  in 
my  mind.  Somebody's  got  to  be  top 
of  the  heap." 

-Matt  Rees 

Mafioso 

Thomas  Gambino 
$3  million 

Who  says  crime  doesn't  pay?  Tr\'  a 
45%  margin  on  a  $40-million-a-year 
(revenues)  trucking  business. 

According  to  law  enforcement  offi- 
cials, the  highest-earning  mobster  in 


the  U.S.  is  probably  Thomas  Gam- 
bino, a  capo  in  the  biggest  of  the 
Mafia  crime  families.  Along  with  his 
brother  Joe,  he  ran  four  trucking 
companies,  uhich  sen'ed  New  York 
Cit\''s  garment  district.  From  an  ap- 
parent operating  profit  of  S18  mil- 
lion, he  drew  S3  million  as  his  person- 
al cut  last  year. 

That's  less  than  the  median  S4.5 
million  of  the  top  100  chief  executives 
in  our  sur\'ey,  but  then  most  of  them 
ran  much  bigger  and  more  complicat- 
ed businesses.  And,  of  course,  Gam- 
bino had  easier  ways  of  dealing  with 
competitors  than  your  run-of-the- 
mill  business  person  had.  He  also  had 
effective  ways  to  make  his  customers 
pay  premium  prices  for  his  ser\'ices. 
\Vhich  is  preciseh'  why  the  business 
was  illegal.  Without  the  premium 
from  strong-arming  small  garment 
makers  to  use  the  trucks,  "there 
would've  been  virtually  no  profits," 
says  Eliot  Spitzer,  a  New  York  assis- 
tant district  attorney  who  charged 
Gambino  with  state  racketeering  vio- 
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lations  in  Februar)'. 

Gambino,  62,  an  elegandy  dressed 
quiet  man  who  looks  a  bit  like  actor 
Walter  Matthau,  w  as  one  of  the  few  in 
his  "family"  without  a  criminal  rec- 
ord undl  this  year.  He  inherited  the 
trucking  business  from  his  father. 
Carlo,  who  was  once  the  family  boss. 
Gambino  graduated  from  Manhattan 
College  in  New  York  Cit}',  and  a  year 
later  married  the  daughter  of  the  boss 
of  another  crime  family,  the  Lucheses. 
The  couple  have  four  children  and 
lead  a  low-profile  social  life,  dividing 
their  time  between  a  brownstone  near 
Central  Park  and  a  suburban  home  in 
Lido  Beach,  on  Long  Island. 

When  the  police  raided  Gambino's 
office,  they  found  S50,000  in  cash 
and  a  list  of  stocks  and  bonds  worth 
around  S60  million.  Clearly,  his 
trucking  businesses  threw  off  a  lot  of 
free  cash  flow.  According  to  Gambi- 
no's plea  bargain,  he  must  pay  a  512 
million  fine,  but  he  should  have  no 
trouble  with  that. 

If  the  law  hadn't  gotten  him,  Gam- 
bino would  ha\e  faced  no  mandator*' 
retirement,  no  board  of  directors  to 
demand  bener  performance.  How 
long  could  he  have  ruled.-  "L'nril  he 
got  old  and  stagnant,  or  unril  he 
stepped  on  somebody's  toes,"  says  a 
police  source  familiar  with  the  case. 

-M\TT  Rees 

Television  anchorperson 

Dan  Rather 
$3.6  million 

Dan  Rather  once  said  telc\ision  an- 
chorpersons  shouldn't  be  richly  paid. 

In  his  1977  autobiography,  Tin- 
Camera  Nn^cr  Bliuks:  Adventures  of  a 
T\^  Journalist,  Dan  Rather  criricizcd 
Barbara  Walters'  million-dollar-a- 
year  salan-  as  co- anchor  of  the  .\Rc 
evening  news  and  commented:  "In 
mv  own  \icw,  no  one  in  this  business 
is  [worth  a  million],  no  matter  what 
t)r  how  many  shows  they  do,  unless 
they  find  a  cure  for  cancer  on  the 
side." 

But  that  was  w hen  Rather  was  on 
the  outside  Uxiking  in.  Since  then 
Rather's  agent  has  ncginiatcd  a  S.>6 
million,  ten-year  contract  tbr  the  cBS 
Evening  News  anchor;  that's  $3.6 
million  a  year.  Forrfs  inquired 
whether  R^uher  still  felt  that  this  u-as 
too  much  money  tor  a  newsperson. 
Rather  declined  to  respond. 
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Is  it  a  luxury  sedan 
or  a  fountain  of  youth? 


M^!*"*^ 
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When  you  v*iere  sixteen  and 
driving  was  new,  a  car  had 
nothing  to  do  with  com- 
muting or  gridlock.  It  was 
about  fun.  It  was  about  the 
pure  joy  of  driving. 

What  if  you  could  re- 
capture your  youth  in  a  car 
liloe  the  Q45:'  After  all,  a 
278 horsepower ^  8  ermine 
could  certajniv  gT%e  vou  lets 
of  energy.  A  four-wheel 
independent  multi-link 
suspension  should  stir 
some  feelings  as  well.  A 
feeling  of  confidence,  for 
instance.  .And  at  highway 
speed,  stability.  [A  lot 
smarter  than  the  head- 
long rush  of  youth.] 

This  car  is  so  in  tune 
with  the  driver  it  remem- 
bers exactly  where  vou  like 
the  adjustable  seat  and 
steering  wheel.  It  remem- 
bers two  dri\er  positions,  in 
case  you  want  to  share  this 
rejuvenating  experience. 

Its  about  time  some- 
body gave  the  idea  of  per- 
formance luxury  sedans 
some  fresh  thinking. 


I  N  F  1  N  1  T  I  . 
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After   studying  jour- 
nalism at  Sam  Houston 

_^^  -       State  College,  in  Hunts- 

Cii^I  ville,  Tex.,  Rather  re- 
ported for  various  local 
radio,  stations.  He  broke  into  televi- 
sion in  1959  as  a  reporter  for  Hous- 
ton's KTRK-iv.  Just  three  years  later, 
he  was  hired  by  c;bs  News  as  chief  of  its 
Southwest  bureau. 

Newsman  Rather  has  a  way  of  mak- 
ing headlines  himself.  On  Sept.  11, 
1987  Rather  marched  out  of  the 
studio  during  the  evening  newscast, 
leaving  six  minutes  of  blank  airtime. 
He  was  protesting  the  delay  of  the 
news  in  favor  of  an  unexpectedly  long 
tennis  match. 

Despite  such  displays  of  temper. 
Rather  remains  popular  with  viewers, 
his  CBS  broadcasts  lagging  abc's  Peter 
Jennings  by  just  one  rating  point. 

Says  Ed  Joyce,  the  former  head  of 
CBS  News  and  Rather's  former  boss: 
"It's  tempting  to  dismiss  the  skills  of 
an  anchorman,  the  ability  to  read 
words  from  a  rolling  sheet  of  paper 
and  communicate  their  meaning 
.  .  .  yet  only  a  few  win  them  in  the 
genetic  lottery." 

As  a  winner  in  the  genetic  lottery. 
Rather  seems  to  have  changed  his 
mind  about  how  high  the  rewards 
ought  to  be. 

-RivA  Atlas 


American  beauty 
Companies  pay 
her  because  her 
face  guarantees 
business. 


Well  anchored 

Genetic  lottery  winner. 


High-fashion  model 

Christy  Turlington 
$1.75  million 

On  her  frequent  flights  between  Mi- 
lan, Paris  and  New  York,  fashion 
model  Christ}'  Turlington,  23, 
doesn't  flick  through  the  pages  of 
Vofjue  or  Elle.  She  is  more  likely  to  be 
engrossed  in  Hemingway  or  Somer- 
set Maugham,  reading  stories  set  in 
some  of  the  exotic  ctnmtries  in  which 
she  works. 

Turlington  sa\s  her  longer  term 
goal  is  to  be  a  professional  writer.  The 
money  she  saves  from  the  SI  .75  mil 
lion  she  made  in  1991 — and  maybe 
twice  that  this  year — will  come  in 
iiandy  in  getting  her  established  in  the 
writing  business. 

Last  year  rurlingti)n  receixed 
about  half  a  million  dollars  for  being 
the  face  of  (\\l\in  Klein  fragrances  in 
the  IKS.  and  about  a  quarter  o\  a 
milhon  dollars  for  representing  Cuier 
lain  in  iMancc.  rurlini;ton  is  on^  of 
the  few  models  with  the  clout  to  insist 


on  nonexclusive  contracts.  So  on  the 
side  she  pulled  in  another  SI  million 
from  assorted  jobs — like  walking  the 
carsvalk  for  Anne  Klein  or  Perr^-  Ellis 
at  up  to  $25,000  a  day.  This  year  a 
five-year  contract  signed  with  May 
belline  cosmetics  in  Januan-  will  add 
another  SI. 5  million. 

Turlington  takes  a  retVeshingly  cap- 
italist \  iew  of  her  handsome  earnings. 
"There's  a  tremendous  amount  of 
money  that's  being  made  in  this  busi- 
ness I  fashion  and  cosmetics],  so  when 
you  think  of  it  as  being  your  ct>mmis- 
sion,  it's  not  that  ridiculous,"  she  says 
o\  her  high  fees.  Companies  pay  her 
only  because  her  tace  "guarantees  a 
certain  le\el  tif  business." 

Turlington  left  her  native  San  Fran 
Cisco  and  began  mi>deling  for  Ford 
Models  at  age  14.  At  16  she  moved  to 
New  York  and,  aUmg  with  five  other 
1-ord  priuegees,  li\ed  in  the  Upper 
Hast  Side  tow  nlu>use  of  lx>ss  Hileen 
Ford.  She  graduated  from  high 
school  but  did   not  attend  college. 
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American  Re's  products  and  services 
are  only  available  at  the  above  location 


Today  you  need  a  reinsurer  with  financial  stability 

innovative  products  and  services,  and 

a  strong  international  presence  in  order  to  respond 

to  your  clients'  global  needs.  American  Re 

has  been  in  business  for  75  years,  and  we  have 

offices  in  27  locations  worldwide  staffed 

by  local  experts.  We  have  the  capability  to  create 

customized  programs  that  keep  you 

current  in  a  changing  world.  Update  your 

global  strategy  Talk  to  American  Re. 


AMERICAN 

RE  INSURANCE  COMPANY 

555  College  Road  East,  Princeton.  N  J  08543-5241  (609)  275-2000 

Atlanta.  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford.  Kansas  City,  London.  Los  Angeles,  Melbourne.  Mexico  City, 
Minneapolis,  Montreal,  New  York,  Philadelphia.  Princeton.  San  Francisco,  Santiago.  Singapore,  Sydney.  Tokyo.  Toronto,  Vienna 
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.  Two  years  ago  she  at- 

>  *  tained  stardom,  winning 

'■n^^'ii^mt^  a  contract  with   Cahin 

>^  y       Klein. 

y    r  \  Married  last  June  to 

movie  actor  Roger  Wilson,  Turling- 
ton divides  her  time  between  a  house 
in  Holly^wood  and  an  apartment  in 
New  York's  Soho.  She  plans  to  go  to 
college  eventually  to  study  literature 
and  architecture.  In  the  meantime, 
she  is  happily  learning  how  to  handle 
big  money.  "I  have  a  financial  adviser. 
I've  been  in  the  stock  market  this  last 
year.  But  only  in  blue  chips." 

-Matt  Rees 

Insurance  salesman 

Sidney  Friedman 
$2.6  million 

As  an  18-year-old  working  to  pay 
tuition  bills  at  New  York  Universit)', 
Sidney  Friedman  sold  his  first  life 
insurance  policy  to  an  elderly  man 
fi-om  Brooklyn.  Six  months  later  the 
man  died  of  a  heart  attack.  Friedman 
handed  the  widow  a  check  from  Pru- 
dential for  S4,000;  he'd  collected  a 
mere  S47.92  in  premiums. 

Since  then  Friedman  has  been  to  15 
client  fi.merals  and  sold  policies  so 
fiiriously  that  his  commissions  last 
year  added  up  to  S2.6  million. 

Friedman  sells  policies  for  30  major 
life  insurers  and  receives  up  to  50%  of 
the  first-year  premiums  as  commis- 
sion. For  the  last  eight  years  his  com- 
missions have  run  over  a  million  dol- 
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Premium  producer 

He  doesn't  go  to  many  funerals. 


lars  a  year. 

Last  year  was  Friedman's  best  yet. 
"I  worked  my  tush  off,"  he  laughs.  "I 
don't  think  I'm  ver\'  much  better  than 
most  of  the  people  in  the  business. 
The  difference  is,  I  finish  every  time.  I 
do  what  I  promise." 

Last  month  Friedman  closed  a  deal 
with  a  client  in  New  Jersey.  Friedman 
had  made  25  visits  to  the  client's 
office  over  three  years,  helping  to 
solve  problems  on  insurance  policies 
Friedman  hadn't  written.  Finally, 
Friedman  sold  a  pension  and  estate 
planning  policy,  taking  in  a  $52,000 
premium. 

Friedman  says  his  15 -hour  days  on 
the  road  or  at  his  Philadelphia  office 
leave  little  time  to  relax.  "I  gave  up  a 
home  in  Florida.  I  wasn't  there  that 
often,"  he  says.  Not  to  worry.  He  still 
has  his  contemporary'  art  deco  house 
in  southern  New  Jersey  and  a  beach 
house  outside  Atlantic  City.  And  he 
makes  time  for  his  sideline  as  a  moti- 
vational speaker.  At  $5,000  a  pop,  14 
insurance  groups  listened  to  Fried- 
man last  year. 

Last  year  he  donated  his  speaking 
services  to  children's  charity  events 
that  raised  540,000. 

One  of  his  main  inspirational  mes- 
sages is  that  work  is  fan.  Says  Fried- 
man: "I'm  one  of  the  few  people 
you'll  meet  who  like  to  go  to  work  on 
Monday  morning."         -M.\1T  Rehs 

Plaintiffs'  lawyer 

Joseph  Dahr  Jamail  Jr. 
$60  million 

"You  called  the  right  place,"  Joseph 
Jamail  proclaimed  when  Forbes 
called  looking  for  the  nation's  high- 
est-paid plaintiff's'  law^'er. 

So  we  asked  Jamail,  66,  whether  his 
S60  million  paycheck  last  year  was  too 
high.  "I  don't  have  any  moral  judg- 
ment t)n  what's  right  or  wrong,"  he 
equivocated . 

But  in  court  Jamail  doesn't  equi\o- 
cate.  "He  is  the  master  of  creating  a 
morality  play  of  right  and  wrong," 
says  Cine  defense  lawyer.  In  the  last 
two  years,  Jamail  has  handled  ten 
personal  injur\-  cases  that  cither  set 
tied  or  received  verdicts  t)f  SI  million. 

Last  year  the  Houstonian  \\  ho  once 
threw  mighty  Texaco  into  bankruptc\ 
won  another  giant  case  against  ac 
countanis  Coopers  &  I.ybrand,  argu 
inu  the\  ct)mmitted  fraud  as  auditors 


Corporate  ambuljnce  chaser 
"tt  isn't  like  I  robbed  a  bank." 


for  bankrupt  computer  services  firm 
MiniScribe.  Though  Jamail  declined 
to  comment,  Forbes  estimates  the 
accountants  settled  in  FebruarN'  for 
$105  million.  With  his  regular  one- 
third  take,  Jamail  banked  S35  million 
from  this  case  alone. 

Jamail  went  to  college  and  law 
school  at  the  Universit)'  of  Texas  at 
Austin,  to  which  he  recently  donated 
SI 3  million.  His  first  job  was  in  the 
Harris  Count>-  District  Attorney's  of- 
fice. His  own  practice,  which  he 
opened  38  years  ago,  emploN-s  eight  ^^- 
salaried  attorneys,  including  one  of 
his  three  sons. 

Outside  the  courtroom,  Jamail  is  a 
regular  at  a  few  of  his  favorite  kxal 
bars  in  downtown  Houston.  ("I 
guess  you  could  call  them  joints.  I 
don't  like  fancy  hotel  bars."^  Week 
ends  he  heads  for  Gal\  eston,  w  here  he 
has  a  beach  home  and  a  large  house 
in  town. 

Having  earned  well  o\cr  S400  mil 
lion  in  the  Texaco  case,  Jamail  has 
outearned  about  even'  CKO  in  the 
L\S.  But  he  sees  no  reason  anyone 
should  resent  his  wealth.  "We're  sup 
posed  to  applaud  achievement,"  he 
savs,  surprised.  "It  isn't  like  I  robbed  a 
bank  or  something,  c^r  I  accidentally 
lucked  into  this  s- --.  If  I  didn't  win,  I 
wouldn't  get  paid.  It's  all  on  contin- 
liencv  with  me."  -Mait  Rfks 
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To  Stan  building  a  car.  or  anything  else  toda\:  \txi  need  more  than  designs 
and  determination,  ^bu  need  a  freight  transportation  partner  >xxi  can  reh  on. 
One  with  proven  ability-  to  deli^*e^  the  right  product  at  the  right  time.  A  partner 
like  CF  MotorFreighL 

VTe  pride  ourseh-es  on  beir^  an  integral  p>an  of  \txir  bu^ness,  in  industries 
ranging  from  automobiles  to  aerospace,  computers  to  retailing.  That  means 
pla\ing  a  \ital  role  in  Just-In-Tlme  manufacturing,  inventon-  management  and 
distribution.  It  means  dedicating  ourseh es  to  increasingly  sophisticated  levels 
of  commimication.  and  pro\iding  the  flexibility  to  make  \Txir  business  more 

competiti\ e.  But  abo\e  all.  it  means  truh  understanding 
and  responding  to  \Txir  needs. 

As  a  Consolidated  Freightw'a\'s  Compam:  w^  satisf\' 
customers  by  offering  the  most  complete  range  of  cus- 
tomer fixrused  senices  in  the  industn.  All  supported  b>' 
unmatched  shipping  management  s\^siems,  by  CF  EXCEL 
our  quality  process,  and  by  a  team  of  professionals  dex^oted 
to  serving  both  \xxir  business  and  that  of  >xxir  customers. 
Let  us  grve  \TXir  company  a  head  start. 
Because  at  CF  .MotorFreight.  we  don't  just  help 
build  products.  \Xe  help  build  businesses  and  keep 
them  growing. 
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Mr,  Endorsement 
Strictly  in  terms 
of  salary,  he's 
underpaid,  but 
he's  not 
complaining. 


Pro  basketball  star 

Michael  Jordan 
$16  million 

Michael  Jordan,  one  of  the  best  bas- 
ketball players  in  history,  is  locked 
into  an  eight-year  contract  with  the 
Chicago  Bulls  at  $2.8  million  a  sea- 
son. Too  bad  for  him.  That's  close  to 
$2  million  less  than  another  name 
player,  John  Hot  Rod  Williams.  But 
not  to  worry:  On  the  side  he  hawks 
products,  including  Nike's  Air  Jordan 
sneakers,  Wheaties  cereal  and  Hanes 
underwear.  These  endorsement  con- 
tracts brought  in  another  $13.2  mil- 
lion last  year,  bringing  Jordan's  take 
to  $16  million,  the  highest  for  any 
American  athlete  in  team  sports. 

"Nobody  has  ever  been  in  demand 
to  the  extent  he  is,"  gushes  David 
Burns  of  Burns  Sports  C'elebrity  Ser 
vice,  which   helps  place  athletes  in 
commercials. 

"I'm  not  doing  anything  that  any- 
body else  in  my  position  wouldn't 
do,"  he  responded  to  a  hostile  ques- 
tion in  a  recent  /V/rr/wv  inteniew.  "I 
want  to  take  advantage  of  my  oppor 
tunities  and  walk  away  from  the  game 
fniancially  set." 

Raised  in  rural  Wilmington,  N.C,., 
Jordan    was    twice    chosen    C'ollege 
Player  olthe  Year  while  at  the  l^ni\er 
sity   ot    North    Carolina.     Ihe    Bulls 


drafted  him  in  1984.  He  k 

was  named  most  \alu-    ^^^  iifc 
able  player  in  1988  and    ^^^^^ 
1 99 1 ,  the  year  the  Bulls       CSLI 
won  their  first  NBA  title. 

Although  the  eight-year  contract 
Jordan  signed  in  1988  seemed  like  a 
fabulous  deal  at  the  time,  other  play- 
ers are  now  making  a  couple  of  mil- 
lion more. 

No  fool,  Jordan  knows  he  will  have 
to  put  aside  a  good  part  of  what  he 
makes,  because  at  29  he  isn't  far  from 
the  end  of  his  career.  And  he  has 
expensive  tastes  to  feed:  He  owns 
about  a  dozen  cars  (some  from  en- 
dorsements from  Chicago-area  Chev- 
rolet dealers)  and  an  extensive  ward- 
robe (thanks  to  a  marketing  venture 
that  licenses  the  Jordan  label).  He  is 
reportedly  in  the  midst  of  construct- 
ing a  26,()()()  square-foot  home  in  a 
C-hicago  suburb,  where  he  lives  with 
his  wife  and  two  young  sons. 

Not  that  retirement  from  basket- 
ball vNill  be  the  end  of  the  line  for 
Jordan.  Says  Daxid  Burns:  "He'll 
make  a  third  of  the  endorsement  in 
come  he  gets  now,"  probably  for  the 
rest  of  his  life.  And  there's  alwavs  a 
chance  of  a  sect)nd  career.  Jordan  has 
said  he  wouldn't  mind  taking  a  stab  at 
his  second  passion,  golf 

Ri\A  An  \s 


Agent 

Jeffrey  Berg 
$1.5  million 

As  chairman  and  one  of  four  principal 
owners  of  the  second-largest  Holly- 
wood talent  agenc\-.  International 
Creative  Management,  44  year-old 
Jeffrey  Berg  is  one  of  the  lower-paid 
people  featured  here — but  he  still 
earns  more  than  the  median  salar\ 
paid  the  800  chief  executives  on  the 
FoRBHS  list.  Berg  drew  S 1 .5  million  in 
earnings  in  1991,  making  him  among 
the  highest-paid  Hesh  peddlers  in  the 
countr)'.  (Michael  Ovitz,  head  of  top 
agency  Creative  Artists,  did  mucli 
better,  but  Ovitz  isadealmakeraswell 
as  a  talent  agent.) 

For  Berg,  last  year  w  as  a  panicularK 
good  one.  Internatii>nal  Creative 
Management's  revenues  surj-»assed 
S70  million,  a  record,  and  the  agency 
represented  Arnold  Schwarzenegger 
in  Tcrtniuato)  2,  1991 's  ti>p  money 
making  film. 

rhe  agency  also  snagged  several 
top  agents — along  with  their  stables 
of  stars,  including  lulia  Ri>lx"ns  and 
James  Spader — fnim  rival  William 
Mt>rris  Agency.  And  on  Academy 
Awards  night,  Anthoin  Ht)pkins  and 
Iodic  Foster  garnercd  best  actor  and 
best  actress  awards,  respectively,  for 
Silitur  of'thr  I iiinh.  It  was  a  personal 
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AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leadership? 
Since  founding  the  industry  in  1971,  AMBAC  has,  for  example,  insured  more  health 
care-related  issues  than  any  other  municipal  bond  insurer.  That  translates  directly  into 

new  hospitals,  state-of-the-art 
equipment  and  emergency 

TO  AMERICA  CAN  ;T„:;":T 

across  America. 

Our  work  in  health  care  is 
further  evidence  of  AMBAC's  commitment  to  strengthen  America,  and  help  secure  its 
future  by  rebuilding  its  aging  infrastructure. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our  recog- 
nized analysis  and  research  capabilities,  which  means  fast  turnaround  as  well  as 
competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest  in  it 
That's  a  philosophy  that  can  save  not  only  money  but  lives  as  well. 
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Our  commitment 
to  america  c 
be  a  lifesaver. 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza.  New  York.  NY  10004 

(212)668-0340 
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Ralph  and  Ricky 
The  house 
painter's  son  who 
created  a 
$1.5  billion 
empire. 


Agent  of  influence 

"Iceberg"  knows  how  to  pick  stars. 


coup  for  Hcrg,  who  represents  both. 

Herg,  known  as  the  "Iceberg"  for 
his  cool  demeanor  and  tough  deal- 
making  skills,  was  born  in  Los  Angeles 
and  studied  Hnglish  at  the  Universit)' 
of  California  at  Berkeley.  He  isn't  a 
regular  on  the  Hollywood  party  cir- 
cuit but  dabbles  in  politics;  he's  an 
active  supporter  of  Jerry  Brown  and  of 
the  British  Labor  Party.  Cairiously,  his 
populist  politics  doesn't  make  him  the 
least  defensive  about  his  personal 
wealth.  ''There's  a  direct  relation- 
ship" between  performance  and  com 
pensation,  he  argues. 

-Mati"  Rkks 

Clothing  designer 

Ralph  Lauren 
$64  million 

1  he  man  w  ho  owns  90%  olthe  epony- 
mous Ralph  Lauren  empire  was  born 
in  the  Urc)n\  in  1939,  the  son  of  a 
house  painter.  When  he  was  2S, 
Lauren  made  his  first  rather  modest 
splash  in  the  fashion  world  with  a  line 
otwide  neckties  under  the  Polo  label. 
Now  he's  celebrating  his  25th  anni 
vcrsarN'  frt>m  the  ti>p  of  l\)U>/R.^lph 
Lauren,  Inc.,  with  worldwide  retail 


sales  of  $3.1  billion. 

How  much  did  Lauren  earn  last 
year?  A  careful  guess  would  put  his 
personal  take  at  over  $60  million — 
assuming  wholesale  revenues  of  $L5 
billion  and  a  t\'pical  aftertax  profit 
margin.  But  that  could  be  too  low. 

In  an  era  when  fashion  is  big  busi- 
ness, Lauren  and  his  minority  partner, 
Peter  Strom,  are  consummate  busi- 
nessmen; together  they  launched  Po- 
lo's licensing  business.  Years  before 
other  designers  started  to,  Lauren  and 
Strom  put  the  Lauren  name  on  things 
like  luggage,  hosier\',  shoes,  fiirniture 
and  perfume. 

Lauren  was  one  of  the  first  design 
ers  with  sufficient  clout  to  be  able  to 
compete  against  his  custt)mers — es- 
pecially department  stores — by  open- 
ing his  own  retail  sttires.  Today  there 
are  60  Polo  stores  in  the  U.S.  and  90 
abroad. 

Lauren  is  abcwe  all  an  image  iiiak 
er,  creating  out  of  his  ow  n  imagina 
tion  a  Polo  world,  a  romantic,  genteel 
place  w  here  people  play  pi>lo,  picnic 
otV  tailgates  on  U>ne  china  and  lead 


A 
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crystal,  sip  sherr)-  and 
ride  trains  vaguely  remi- 
niscent of  the  old  Orient 
Express. 

Lauren's  rewards  in- 
clude elaborate  homes  in  Manhattan, 
Colorado,  Jamaica  and  Westchester 
County',  N.Y.,  and  a  Hawker  Siddeley 
jet  to  ferr\'  him,  his  wife,  Ricky,  and 
three  children  around. 

If  he  is  embarrassed  about  his  rich- 
es, he  shows  no  sigiis  of  it. 

-Riv.\  Atl\s 

Money  manager 

George  Soros 
$100  million 

''As  BiMg  is  to  tennis.  Jack  Nicklaus  is 
to  golf  .\n^.\  Tred  .\staire  is  to  tap 
dancing,  si>  is  George  St>ros  to  money 
management,"  cixx-d  Institutioual 
Investor  magazine  o\er  ten  \ears  ago. 
Soros'  Quantum  Hund,  N\-ith  an  esti- 
mated S3. 1'  billion  under  manage 
ment  at  the  end  of  last  year,  is  the 
largest  toreigi\  hedge  fi.ind.  Soaw 
pri>bably  i>utearned  all  tnher  numey 
managers   last   year.    The   Quantum 
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The  Gap  Positions  Itself  for  Growth 
With  Advanced  Computer  Center 

The  Gap,  one  of  the  world's  most  profitable  specialty  clothing  chains, 
needed  a  new  data-processing  facility  to  support  its  fast-growing 
operations  in  the  United  States,  Canada  and  the  United  Kingdom. 

The  solution  is  this  40,000-square-foot  corporate  computer  center  at 
Rocklin,  California.  It  controls  the  distribution  network  that  keeps  1 ,200 
Gap  stores  continuously  stocked  with  fresh  merchandise. 

The  center  is  designed  for  100  percent  expansion  to  accommodate 
The  Gap's  anticipated  future  growth. 

Because  The  Gap's  sophisticated  computer  system  is  critical  to  its 
daily  operations,  this  facility  features  an  uninterruptible  power  system, 
emergency  power-generation  equipment  and  redundant  mechanical 
systems.  It  also  has  satellite  telecommunications  capability. 

The  corporate  computer  center  was  implemented  on  an  accelerated 
schedule  to  meet  the  retailer's  requirements  for  an  upcoming  holiday 
season.  The  Gap  moved  into  the  facility  just  six  months  after 
groundbreaking.  Thanks  to  careful  planning,  The  Gap  was  able  to 
relocate  its  computers  from  their  previous  location  without  interrupting 
any  data-processing  operations. 

The  Austin  Company  provided  comprehensive  engineering  and 
construction  services  for  this  advanced  facility 

For  information  on  how  Austin  can  help  position  your  facilities  for  rapid 
growth,  we  invite  you  to  discuss  your  requirements  with  us. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland,  Ohio  44121. 
Telephone:  (216)  382-6600.  Facsimile:  (216)  291-6684.  Offices  in 
principal  cities  worldwide. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
ENGINEERS 
CONSTRUCTORS 


liUBFUitAU  AMtnibA  b  MUbi  Fuwtiti-iii  vmnt 


Fund  was  up  an  extraor- 
dinary 53.4%,  according 
to  Antoine  Bernheim, 
publisher  of  a  directory 
of  foreign  fiinds.  Forbks 
estimates  that  Soros'  cut  of  the  fiind's 
fees  came  to  about  $100  million. 

Born  in  Hungary  in  1930,  Soros 
hid  from  the  Nazis  during  World  War 
II.  After  the  war  he  went  to  the 
London  School  of  Economics,  immi- 
grating to  the  U.S.  in  1956.  Soros  got 
his  start  on  Wall  Street  as  an  analyst, 
but  in  1969  he  was  given  the  chance 
to  manage  a  foreign  fund  for  Arnhold 
&  S.  Bleichroeder.  Four  years  later  he 
and  a  colleague  left  with  some  of 
those  accounts  to  establish  Soros 
Fund  Management. 

Here's  how  he  made  his  $100  mil- 
lion. Soros  gets  a  huge  portion — 
sources  estimate  about  50% — of 
Quantum's  fees,  which  come  to  a 
penny  a  year  on  every  dollar  in  the 
fijnd.  The  fund  also  charges  a  15%  fee 
on  profits.  Soros  owns  about  12%  of 
the  shares,  giving  him  $156  million  in 
paper  profits  last  year. 

Soros,  61,  has  five  children  by  his 
two  marriages.  He  has  been  delegat- 
ing a  lot  of  the  decision  making  in 
recent  years  to  Stanley  Drucken- 
miller,  lured  away  from  Dreyfias 
Corp.,  who  leads  a  team  that  runs  the 


portfolio  on  a  day-to-day  basis.  Soros 
increasingly  spends  time  on  the  Soros 
Foundation,  which  donated  over  $25 
million  to  foundations  in  Eastern  Eu- 
rope last  year,  mostly  for  education. 
"But  Soros  continues  to  be  responsi- 
ble for  the  overall  strategic  decisions, 
like  whether  to  short  the  Japanese 
market  and  go  long  in  Argentina," 
says  an  associate.  -Riva  Atlas 

Stockbroker 

Martin  Shafiroff 
$4  million 

Lehman  Brothers'  Martin  Shafiroff 
doesn't  make  the  kind  of  money  Wall 
Street's  big  dealmakers  pull  in,  but  he 
is  at  the  top  of  his  field  as  a  retail 
broker,  earning  last  year  around  $4 
million,  making  him  one  of  the  high- 
est-paid brokers  on  Wall  Street. 

Featured  in  the  1978  book  Ten 
Greatest  Salespersons,  Shafiroff  has 
built  up  an  impressive  client  base  of 
over  1 ,000  accounts  and  has  written  a 
guide  to  selling  by  phone.  He's  also 
renowned  among  Wall  Street  bro- 
kers— dozens  of  whom  he  helped 
train — for  his  aggressive  selling  skills. 
"He  distinguishes  20  types  of  'no's' 
from  prospective  clients,  and  is  able  to 
figure  out  what  their  true  objections 
are,"  says  a  former  protege. 

Isn't  that  a  lot  of  money  to  make  for 
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fundmeister 
As  Fred  Astaire 


Demon  dialer 

"No"  doesn't  mean  "no." 


just  working  the  telephones?  "If 
you're  with  me  for  a  degree  of  time, 
and  allow  for  a  properly  diversified 
portfolio,  1  think  you'll  find  I'm 
worth  it,"  says  Shafiroff. 

According  to  Shafiroff,  his  clients 
are  long-term  investors  in  under^•al- 
ued  sectors  oft'ering  high  yields.  Rivals 
claim  there  is  a  simpler  explanation  for 
his  huge  clientele:  an  unusual  abilit> 
to  get  clients  into  hot  initial  public 
ofl^erings  and  flip  them  out  quickly  at  a 
nice  profit.  Either  way,  there's  no 
doubt  that  he  has  a  large  roster  of 
satisfied  customers. 

Shafiroft'  landed  on  Wall  Street  in 
1966  after  graduating  from  Bernard 
Baruch  Cit\-  University'  of  New  York 
with  a  major  in  finance  and  invest- 
ments. After  three  years  as  a  sttxkbro- 
ker  at  Eastman  Dillon  Union  Securi- 
ties Co.,  he  joined  Lehman  Brothers. 

Even  though  he  emplo\-s  a  staff  of 
seven,  Shafiroff  puts  in  long  hours. 
He  has  only  one  home,  a  Manhattan 
apartment,  and  says  his  only  hobby  is 
spending  time  with  his  wife  and  two 
small  daughters.  N'acations  consist  of 
"going  to  a  spot  and  being  on  the 
phiMie."  Prcferablv,  he  explains,  on 
the  West  C\ust — \\  here  the  time  dif- 
ference affords  him  a  few  hours  of 
leisure  after  the  market  closes  in  New 
York.  -Ri\\Ati_\s^ 
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In  1860,  when  Willie  Park,  Sr.  won  the  first  British  Open, 
Allendale  had  been  a  loss  control  champion  for  25  years. 


Prestwick,  Scotland.  Thirty-six  holes  in  one  day.  174 
strokes.  Few  people  thought  he  had  the  stamina.  But  as  he 
approached  the  final  green,  they  knew  history  was  in  the 
making.  And  when  Willie  Park,  Sr.  became  the  first  person 
to  win  The  British  Open,  Allendale  Insurance  had 
already  been  a  leader  in  property  coverage  and  loss  control 
engineering  for  more  than  two  decades. 

In  a  changing  world  where  events  like  this  shape  history, 
this  is  our  way  of  remindir\g  you  of  one  prc«[ressive,  stable 
company  that's  been  building  long-term  relationships  with 


clients  since  1835.  At  Allendale,  doing  something  right  isn't 
good  enough.  We  find  ways  to  do  it  better.  Like  providing 
more  stable  pricing  and  coverage,  better  engineering  and 
training,  more  in-depth  research  and  testing  and  the  fairest 
ways  of  doing  business. 

Isn't  it  time  you  started  a  history  with  Allendale? 
Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 
Jlllendale  Insurance/Factory  Mutual  System 

World  leaders  in  property  risk  manogement  since  1835. 
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All  the  caterwauling  about  excessive  executive  pay  ignores  the  fact  that 
the  typical  chief  executive  made  just  $1  million  last  year— a  handsome 
reward  but  not  out  of  line  with  what  top  people  made  in  other  fields. 


Putting  it  in 
peirspective 

By  Steve  Kichen  and  Eric  S.  Hardy 

For  ALL  THE  HOOPLA  about  obscenely  high  execu- 
tive salaries,  the  truth  is  that  most  of  the  really  big 
hauls  went  to  bosses  whose  stockholders  also  have 
done  well. 

Among  the  800  chief  executives  covered  in 
Forbes'  compensation  survey,  the  average  pretax  pay  check 
was  about  $  1  million.  That  sounds  like  a  lot  of  money,  and  it 
is.  However,  these  are  the  very  top  people  in  U.S.  business 
and — as  the  profiles  that  precede  show — the  free  enterprise 
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system  rewards  all  of  its  top  people  handsomely, 
whether  their  job  is  arching  their  e\'ebrows  while 
reading  you  the  news  on  T\',  lining  up  the  talent  you 
enjoy  seeing  at  the  movies,  suing  on  your  behalf  in 
court  or  performing  delicate  surgery. 
But,  of  course,  a  lot  of  chief  ex:cutives  made  a  lot  more 
than  $1  million — and  that's  where  stock  market  perfor- 
mance comes  in.  This  year's  winner  of  the  executive 
sweepstakes  is  Anthony  J.F.  O'Reilly  of  H.J.  Heinz.  His 
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1.  Anthony  J.F.  O'Reilly 

H.J.  Heinz 
$75.1  million 


2.  Martin  J.  Wygod 

Medco  Containment 
$34.6  million 


3.  Leon  C.  Hirsch 

U.S.  Surgical 
$23.3  million 


4.  John  C.  Malone 

Tele-Communications 
$18.9  million 


5.  Richard  K.  Earner 

National  Medical  Enterprises 
$17.5  milikNi 


6.  Charles  Lazarus 

7.  Sanford  1.  Weill 

8.  Richard  L  Gelb 

9.  James  Wood 

10.  J.  Peter  Grace 

Toys  'R'  Us 

Primerica 

Bristol-Myers  Squibb 

Great  A&P  Tej 

W.R  G'.i.f 

$16.4  million 

$16.1  million 

$12.8  million 

$U.O  million 

$10.0  milliofl 
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res  1991 

stock  owned 

market  value 

($mil) 

ipensation 

stock 

gains 

($000) 

total 
($000) 

5-year 

total 

($000) 

salary  + 
bonus 
($000) 

% 
change 

other 
($000) 

$89.0 

$1,361 

11% 

$2,271 

$71,459 

$75,091 

$88,558 

125.3 

459 

-21 

104 

33,996 

34,559 

40,5172 

221.1 

1,779 

19 

718 

20,784 

23,281 

39.994 

17.7 

454 

0 

15 

18,480 

18,949 

20,642 

48.0 

1,498 

3 

940 

15.074 

17,512 

31,733 

27.8 

5,372 

2 

8 

11,046 

16,426' 

89,233 

25.7 

2,234 

21 

220 

13,672 

16,126 

21.883 

101.5 

2,051 

-2 

1,516 

9,221 

12,788 

36,639 

0.4 

3,618 

6 

8 

7,375 

11,001 

29.601 

17.6 

1,706 

8 

3,389 

4,875 

9,970 

17,898 

65.4 

2,463 

52 

5,228 

2,101 

9,792 

25,791 

12.5 

4,973 

NA 

4,541 

— 

9,514" 

NA 

14.3 

1,813 

17 

93 

7,453 

9,358 

19,390 

18.9- 

1,906 

21 

6,358 

— 

8,264 

12,424 

6.7 

1,094 

NA 

— 

6,891 

7,985 

NA 

9.0 

1,193 

0 

4,479 

2,231 

7,902 

12,0172 

11.8 

574 

27 

24 

7,053 

7,650 

13,221 

109.9 

7,509 

— 

28 

— 

7,538 

NA 

0.8 

717 

50 

5 

6,270 

6,992 

8.2182 

22.9 

3,179 

5 

3,791 

— 

6,970 

NA 

61.2 

548 

34 

20 

6,238 

6,806 

8,039 

68.3 

1,879 

8 

27 

4,776 

6,682 

31,008 

85.1 

1,366 

20 

189 

5,045 

6,600 

12,505 

196.4 

6,314 

1 

164 

— 

6,4783 

26,624 

12.8 

1,124 

-16 

5,095 

— 

6,219 

15.819 

|i Company/Chief  executive 


HJ  Heinz/Anthony  J  F  O'Reilly 
Medco  Containment/Martin  J  Wygod 
US  Surgical/Leon  C  Hirsch 
Tele-Communications/John  C  Malone 
National  Medical/Richard  K  Earner 

Toys  'R'  Us/Charles  Lazarus 
Primerica/Sanford  I  Weill 
'  Bristol-Myers  Squibb/Richard  L  Gelb 
Great  A&P  Tea/James  Wood 
WR  Grace/J  Peter  Grace 

ConAgra/Charles  M  Harper 

Merrill  Lynch/Daniel  PTully^ 

Exxon/Lawrence  G  Rawl 

Service  Corp  Intl/Robert  L  Waltrip 

United  HealthCare/William  W  McGuire 

Avon  Products/James  E  Preston 
St  Jude  Medical/Lawrence  A  Lehmkuhl 
Morgan  Stanley/Richard  B  Fisher 
Office  Depot/David  I  Fuente 
RJR  Nabisco/Louis  V  Gerstner  Jr 

IntI  Game  Technology/Charles  N  Mathewson 
Anheuser-Busch  Cos/August  A  Busch  III 
Humana/David  A  Jones 
•Reliance Group/Saul  P  Steinberg 
Cooper  Industries/Robert  Cizik 

'New  CEO,  less  than  six  mor>ths'  service.    'Fcur-year  total.    'Prior-year  data.    *New  CEO;  cash  compensation  is  for  another  executive  office.    NA:  Not  available. 

With  a  few  exceptions,  most  of  these  executives  made  this  list 
by  cashing  in  stock  options.  This  means  that  most  of  these  bosses 
are  unlikely  to  repeat  on  next  year's  roster  of  the  best  paid. 


total  package  was  $75  million,  but  note  this:  Over  $71 
million  of  that  came  in  stock  awarcis.  O'Reilly  did  well 
because  his  shareholders  did  well.  The  stock  has  had  a 
700%  gain  since  1982. 

Or  take  Robert  Cizik,  the  dedicated  and  hardworking 
chief  executive  who  built  Cooper  Industries  into  a  big 
success.  His  salary  and  bonus  last  year  was  $1.1  million. 
But  he  made  it  to  number  25  on  our  list  because  last  year 
he  recognized  about  $5  million  in  restricted  stock 
awards — a  gain  he  shared  with  his  shareholders.  Back  in 
1975,  when  he  took  over  Cooper  Industries,  it  was  a  sleepy 
diesel  engine  company  with  sales  of  $478  million  and 
profits  of  $31  million.  Last  year  Cooper  earned  $393 
million  on  sales  of  $6.2  billion.  A  $10,000  investment  in 
Cooper  stock  when  Cizik  took  charge  is  now  worth 
$97,000,  a  14%  average  annual  gain  excluding  dividends. 

Of  the  25  highest-paid  executives,  only  5  earned  rnore 
than  half  their  remuneration  from  salaries,  bonuses  or 


other  compensation  excluding  their  stock- related  awards. 

Only  two  chief  executives  made  it  to  the  top  25  in  our 
compensation  survey  on  salary'  and  bonus  alone,  and  they 
both  run  financial  businesses.  They  are  Richard  Fisher  of 
Morgan  Stanley  and  Saul  Steinberg,  founder  of  Reliance 
Group.  Steinberg,  who  controls  60%  of  Reliance,  can,  of 
course,  pay  himself  prett}'  much  what  he  likes,  and  he  did: 
salary  and  bonus  of  $6.3  million.  Fisher  is  a  difierent  case. 
He  owns  only  3%  of  Morgan  Stanley,  but  his  S7.5  million 
paycheck  contained  a  $2.2  million  stock  award.  The  bonus 
seems  deserved:  l^st  year  Morgan  Stanley  made  record 
profits  of  $475  million  on  revenues  of  $6.8  billion. 

Chief  executives,  the  smart  people  they're  supposed  to 
be,  took  advantage  of  last  year's  strong  stock  market  to 
exercise  stock  options.  As  a  group,  the  25  highest  paid 
bosses  realized  $254  million  from  options.  It  is  also  fair  to 
say  that  these  executives  sold  into  strength:  On  average, 
shares  of  the  companies  of  the  25  best-compensated 
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The  best-paid  chief  executives  1987-91 

Company/Chief  executive 


Time  Warner/Steven  J  Ross 
Toys  'R'  Us/Charles  Lazarus 
HJ  Heinz/Anthony  J  F  O'Reilly 
Walt  Disney/Michael  D  Eisner 
Reebok  International/Paul  B  Fireman 

McCaw  Cellular/Craig  0  IVIcCavi/ 
Lotus  Development/Jim  P  Manzi 
Paramount  Commun/Martin  S  Davis 
Medco  Containment/Martin  J  Wygod 
US  Surgical/Leon  CHirsch 

Bristol-Myers  Squibb/Richard  L  Gelb 
Freeport-McMoRan/James  R  Moffett 
Apple  Computer/John  Sculley 
National  Medical/Richard  K  Eamer 
Anheuser-Busch  Cos/August  A  Busch 

Chrysler/Lee  A  lacocca 
Great  A&P  Tea/James  Wood 
Waste  Management/Dean  L  Buntrock 
UAL/Stephen  M  Wolf 
Coca-Cola/Roberto  C  Goizueta 

General  Electric/John  F  Welch  Jr 
Masco/Richard  A  Manoogian 
Reliance  Group/Saul  P  Steinberg 
ConAgra/Charles  M  Harper 
Merck/P  Roy  Vagelos 

'Four-year  total.    ^Prior-year  data. 


Stock  owned 

market  value 

($mil) 

salary  + 
bonus 
($000) 

% 
change 

Compensation 

other             stock 
($000)            gains 
($000) 

total 
($000) 

5 -year 

total 

($000) 

$29.4 

$3,263 

-32% 

$146 

— 

$3,4102 

$138,034 

27.8 

5,372 

2 

8 

$11,046 

16,4262 

89,233 

89.0 

1,361 

11 

2,271 

71,459 

75,091 

88,558 

58.9 

5,442 

-52 

7 

— 

5,449 

73,125 

522.0 

2,007 

-86 

518 

— 

2.525 

58,831 

373.6 

155 

-26 

—   • 

— 

155 

53,206 

40.7 

868 

-12 

66 

3.485 

4.4192 

51,683 

67.6 

2,750 

-25 

2,303 

— 

5.053 

42,045 

125.3 

459 

-21 

104 

33,996 

34,559 

40,517 

221.1 

1,779 

19 

718 

20,784 

23.281 

39.994 

101.5 

2,051 

-2 

1,516 

9,221 

12,788 

36,639 

24.9 

1,168 

0 

1,527 

2,136 

4,831 

32,930 

7.5 

1,338 

-39 

— 

— 

1,338 

31.951 

48.0 

1,498 

3 

940 

15074 

17,512 

31.733 

68.3 

1,879 

8 

27 

4,776 

6.682 

31,008 

10.1 

976 

-14 

117 

— 

1.094 

30,179 

0.4 

3,618 

6 

8 

7.375 

11.001 

29,601 

119.0 

1,100 

-30 

95 

2,647 

3,842 

29.509 

11.7 

575 

-50 

2,258 

— 

2,833 

29,419 

316.1 

3,142 

0 

1,515 

— 

4.657 

28.924 

14.0 

3,207 

8 

— 

1,894 

5.101 

28,681 

51.5 

1,100 

4 

2,461 

— 

3.5612 

27.811 

196.4 

6,314 

1 

164 

— 

6.4782 

26,624 

65.4 

2,463 

52 

5,228 

2,101 

9.792 

25,791 

43.6 

3,344 

60 

6 

— 

3.350 

25.712 

More  than  half  of  these  executives  made  this  list  by  dint  of  stocit  gains  or  awards 
from  past  years.  For  example,  from  1987  to  1991  Apple  Computer's  John  Sculley  made 
nearly  $32  million.  His  1991  earnings:  a  relatively  modest  $1.3  million. 


bosses  are  off  nearly  21%  from  their  52 -week  highs. 

Remember  this  about  stock  options  and  other 
market- related  payouts:  Although  they  may  have 
been  earned  over  a  considerable  period  of  time, 
they  get  recognized  only  when  paid  or  exercised. 
Thus  a  chief  executive  may  get  a  big  stock  market  payment 
after  a  year  when  his  company's  stock  did  not  fare  terribly 
well;  but  he  probably  wouldn't  have  gotten  it  had  his  stock 
not  done  extremely  well  over  a  period  of  time. 

Because  of  this  characteristic  of  stock  awards — their 
being  bunched  up  in  a  single  year — our  list  of  best-paid 
bosses  is  utterly  unstable.  Only  3  executives  that  are  on  this 
year's  list  were  on  our  previous  top  25  list.  The  three 
repeaters  are  Richard  Hamer  of  National  Medical  Enter- 
prises, Louis  Cicrstner  Jr.  of  RIR  Nabisco  and  Leon  C^ 
Hirsch  of  U.S.  Surgical.  Both  Hamer  and  Hirsch  are 
company  founders.  Cicrstner  profited  from  the  reverse  I  lU) 
of  RIR  Nabisco  in  1991. 
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In  just  a  few  months  H.J.  Heinz  will  release  a  nc 
proxy  statement  for  the  fiscal  year  ending  in  Api 
1992.  We  would  be  quite  surprised  if  Chief  Excci 
tive  O'Reilly  earns  anything  near  the  $75  millic 
windfall  reported  in  the  1991  prt)xy.  For  mo 
bosses  these  enormous  gains  are  a  once-in-a-lifetimc  even 
Are  there  abuses  in  the  American  system  of  exccutiv 
compensation?  Of  course  there  are.  l\x)  many  chit 
executives  are  mediocre  and  get  away  with  excuses  whc 
thev  should  be  producing  results.  But  this  is  not  the  fault  i 
the  compensation  systems.  It  is  the  fault  of  lazy  or  ct>rruf 
or  captive  boards  of  directors  that  shirk  their  jc^b  of  holdin 
the  boss  to  account.  If  the  bi\ss  isn't  doing  his  job,  h 
doesn't  need  a  pay  cut.  He  needs  lo  be  Ixxned  ou 
Sometimes  the  wrong  pei>ple  get  the  prize,  but  by  an 
large,  U.S.  coqit^ate  executives  are  not  paid  tcxi  much- 
after  all,  winning  the  lotten-  through  skill  and  hard  work 
what  capitalism  is  all  about.  ■ 

Forbes  ■  Mav  25,  W9 


Vmbol  and  bar  coding:  Changing  the  way  business  worics. 


"Our  customers  use  bar  code  data  capture  as  a  strategic  technology,  recognizing  that  it  has 
enabled  fundamental  change  in  their  conduct  of  business,  and  in  their  competitive  posture." 

JEROME  SWARTZ.Pt).D. 
CHAIRMAN  AND  CEO.  SYMBOL  TECHNOLOGIES 

Bar  code  technology  is  having  a  dramatic  impact  on  tlie  way  in  whicli  business  is  done.  It's  improving  prcxluc- 
tivity,  enabling  new  competitive  .strategies,  and  ciriving  l"K)ttom  line  results  in  retailing,  manufacturing,  distrinution. 
parcel  delivery  and  dozens  of  other  industries  around  the  world.  Symlx)l  Technologies  has  led  the  wa\'  in  bar  ccxle 
data  capture  for  over  ten  years,  with  breakthrcxigh  innovations  such  as  tlie  first  hand  held  laser  .scanner,  the  first 
integrated  scanning  computer  with  RF  data  communications,  and  the  revolutionary  two 
dimensional  bar  ccxle,  PDF  417,  capable  of  .storing  hundreds  of  characters  of  informa-    jS^. 
lion  in  an  area  tlie  size  of  a  postage  stamp.  To  find' out  how  Symlx)l  can  help  put  tliese        W 
and  other  strategic  technologies  to  work  for  your  business,  call  us  at  1-800-SCAN-234.  The  ixir  cock' cktia  capture  company 

©  1992  Symbol  Technologies 


uunrunnit.  HiTitniuH  u  ifiuiii  ruffcnruL  rcurLi: 


Our  complete  statistical  report  on 
executive  compensation  starts  on  page 
182.  Here  are  the  chief  executives  who 
were  paid  the  largest  salaries,  took  the 
biggest  payouts  or  own  the  most  stock. 

Wiimeirs 
and  losers 


Largest  salary  plus  bonus 

Company/Chief  executive 

Salary  + 
bonus 
($000) 

Total 

compensation 
($000) 

Morgan  Stanley/Richard  B  Fisher 

$7,509 

$7,538 

Reliance  Group/Saul  P  Steinberg 

6,3141 

6,478 

Walt  Disney/Michael  D  Eisner 

5,442 

5,449 

Toys  'R'  Us/Charles  Lazarus 

5,372' 

16,426 

Bear  Stearns  Cos/Alan  C  Greenberg 

5,299 

5,299 

Merrill  Lynch/Daniel  PTutly 

4,9732 

9,514 

General  Dynamics/William  A  Anders 

4,450 

4,496 

First  Financial  Mgmt/Patrick  H  Thomas 

3,764 

3,924 

Great  A&P  Tea/James  Wood 

3,618 

11,001 

PaineWebber  Group/Donald  B  Marron 

3,600 

3,600 

Largest  shareholdings  by  percentage 


Company/Chief  executive 


Great  American  Mgmt/Samuel  Zell 
Reliance  Group/Saul  P  Steinberg 
Turner  Broadcasting/Robert  E  Turner 
Bindley  Western  Inds/William  E  Bindley 
Berkshire  HathawayA/Varren  E  Buffett 

Sequa/Norman  E  Alexander 
Metro  Mobile  CTS/George  L  Lindemann 
Mercury  General/George  Joseph 
Brown-FormanA^  L  Lyons  Brown  Jr 
Riggs  National/Joe  L  Allbritton 


Stock  owned 
%  mkt  value 

($mil) 


74.0P% 

60.23' 

58.77' 

44.76 

44.68 

38.62 
38.17 
35.04' 
34.53 
34.39 


$205.0 

196.4 

1,942.5 

45.0 

4,582.4 

139.9 
552.0 
131.8 
710.4 
58.5 


Largest  cuts  in  salary  plus  bonus 

1 

Company/Chief  executive 

Salary  + 
bonus 
($000) 

% 
change 

Reebok  Intl/Paul  B  Fireman 

$2,007.2 

-86% 

BHC  Commun/Herbert  J  Siegel 

2,014.2 

-76 

JWP/Andrew  T  Dwyer 

574.4 

-64 

Westinghouse/Paul  E  Lego 

677.1 

-60 

ToscoH'homas  D  O'Malley 

915.0 

-58 

Dreyfus/Howard  Stein 

1,113.2' 

-53 

Walt  Disney/Michael  D  Eisner 

5,441.5 

-52 

UAL/Stephen  M  Wolf 

575.0 

-50 

Wells  Fargo/Carl  E  Reichardt 

775.0 

-47 

Oracle  Systems/Lawrence  J  Ellison 

900.0 

-44 

Largest  stock  gains 

Company/Chief  executive 

Stock 

Total 

gams 

compensation 

($000) 

($000) 

HJ  Heinz/Anthony  J  F  O'Reilly 

$71,459 

$75,091 

Medco  Containment/Martin  J  Wygod 

33,996 

34,559 

US  Surgical/Leon  CHirsch 

20,784 

23.281 

Tele-Communications/John  C  Malone 

18,480 

18.949 

National  Medical/Richard  K  Earner 

15,074 

17.512 

Primerica/Sanford  1  Weill 

13,672 

16.126 

Toys  'R'  Us/Charles  Lazarus 

11,046' 

16.426 

Bristol-Myers  Squibb/Richard  L  Gelb 

9.221 

12.788 

Exxon/Lawrence  G  Rawl 

7,453 

9.358 

Great  A&P  Tea/James  Wood 

7.375 

11.001 

'Prior-year  data.    'New  CEO;  cash  compensation  is  for  another  executive  office.    'Shares 
indirectly  held. 
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OPEN  IN  CASE  YOU  WANT 

,  THE  KIND  OF  SERVICE  THAT  MAKES 

^     50%  OF  THE  FORTUNE  500  OUR  CUSTOMERS. 


At  The  Traveler^service 
has  33,000  names. 

That's  the  number  of 
Travelers  employees  dedicated  to 
customer  satisfaction. 

And  that's  the  real  Travelers 
difference. 

One  that  can  be  llieasured  in 
everything  we  do  for  you . . .  from  24-hour 
toll-free  hotlines  toan  investment  of  $200 
million  to  provide  even  better  underwriting 
skills  and  management  of  your  daims. 

It's  a  difference  you  will  experience  through 
a  netw  ork  of  local  offices  and  a  team  of  experts 
assigned  to  your  account  —  people  whose 
intimate  knowledge  of  your  business  enables 
a  quicker,  smarter  res]X)nse. 

It's  a  difference  backed  by  over  $50  billion 
in  assets  and  a  128  year  tradition  of  service. 

Service  The  Travelers  Way. 


TheTravelersJ 

You're  better  off  under  the  Umbrella! 


*^ 
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llow  us  to  interpret. 


In  the  split  second  before 


every  shift,  the  automatic 


smissioa,  via  the  Electronic  Control 


(pictured  here  in  the  top  right  cor- 


,  sends  a  signal  to  the  engine  telling 


I  delay  ignition  timing.  This  momen- 


with  impeccable  manners 

to  minimize  any  lurching 

or  slips.  All  you  feel  is 

the  silken  transition  from 

sitting  at  a  standstill  to 

cruising  comfortably  at 

freeway  speeds.  And  vice  versa. 

For  life  in  the  fast  lane  (pardon 

the  cliche);  just  switch  the  trans- 

^         mission  to  power  mode.  The 

all-aluminum,  32-valve  V8  is 

then  allowed  to  wind  out  the  revs, 


with  engines  is  fine  for  improving 


performance,  what  about  efficiency? 


Were  glad  you  asked.  Because  with 


4.0  liters  and  all.  the  LS400  still 


enjoys  respectable  gas  mileage.* 


So  now  that  we've  brought  you 


ily  reduces  engine  torque,  enabling 


e  transmission  to 


ift  smoothly  through 


chofthe  four  gears. 


PWR 

ECT 


NORM 


"en  the  hydraulic  pressure  within  the 


insmission  is  also  electronically 


onitored  and  controlled  for  more 


;curate  clutch  performance. 


taking  full  advantage  of  the  LS400s  completely  up  to  speed  on  all  the 


benefits  of  a  car  that  talks  y>i.\h  itself. 


you're  probably  more  prepared  than 


ever  to  talk  with  your  Lexus  dealer. 


wide  powerband.  Perfect  for  passing  Where,  we  hope,  further  negotiatio' 


semi-trucks,  city  buses  and,  lest  we 


forget,  those  little  red  sports  cars. 


At  this  point  you  might  want  to 


will  transpire. 


In  layman's  terms,  this  sim- 
b  means  that  everv 


® 


ask,  while  all  this  emphasis 


on  transmissions 


hiftisexecuted      The  Relentless  Pursuit  Of  Perfection       conversing 


»  onnation,  call  800-872-5398  (800-USALEXUSj.  *1992  EPA  tstimattd  mileage  18/23  Gty/Higk»ar.  See  »t.ur  Lexus  dealer  (nr  detatU. 
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What  800  companies  paid 


Are  lots  of  ceos  paid  more  than  they  are  worth?  Proba- 
bly, but  the  media  attention  and  heat  generated  by  the 
topic  have  grown  out  of  all  proportion. 

Put  it  in  perspective:  The  800  chief  executives  in  this 
survey  had  total  compensation  of  $1.4  billion  last  year. 
That  was  a  bit  over  1%  of  the  net  profit  those  firms  earned 
and  about  4  cents  on  every  $100  of  revenues.  If  the  top 
brass  worked  for  nothing,  the  impact  on  the  bottom  line 
would  be  insignificant. 

Although  1991  saw  the  usual  handfijl  of  spectacularly 
high  ceo  take-homes,  the  average  chief  executive  in  our 


jobs  in  other  occupations  (see  p.  158). 

But  one  thing  that  confijses  people  is  the  tremendous 
range  in  chief  executives'  salaries.  Measured  by  profits, 
Philip  Morris  Cos.  is  the  third  most  profitable  company  in 
the  Forbes  500s  universe  (Apr.  27).,  but  its  chief  executive, 
Michael  A.  Miles,  earned  $1.8  million  last  year,  which 
ranks  him  196  among  800  executives.  Miles,  a  ten-year 
Philip  Morris  veteran,  has  been  in  the  executive  suite  for 
only  one  year.  Martin  J.  Wygod,  the  head  of  Medco 
Containment,  is  the  second-highest-paid  chief  executive, 
with  total  compensation  of  $34.6  million.  Yet  all  but 


survey  earned  $942,000  in  salary  and  bonus  last  year  and 
$1.8  million  in  overall  compensation.  The  median  com- 
pensation for  the  top  100  executives  surveyed  was  $4.5 
million.  While  impressive  amounts,  these  were  hardly  out 
of  line  with  what  people  were  earning  in  the  highest-paid 

$563,000  of  Wygod's  paycheck  came  fi-om  stock  gains. 
Should  more  chief  executive  compensation  be  tied  to    i 
stock  gains?  For  a  discussion  of  this,  see  page  174. 

In  the  table  below,  "Salary  -h  bonus"  includes  all  cash    j 
and  deferred  salary  and  bonus  payments  in  the  last  fiscal    i 

go 
aca 

Company/Chief  executive 

Abbott  Laboratories/Duane  L  Burnham 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

S 

59 

50 

Excelsior  MN 

Minnesota,  BS  '63/MBA  72 

finance 

10 

2 

10 

Advanced  Micro/Walter  J  Sanders  IIP 

171 

55 

Chicago  IL 

Illinois,  BSEE  '58 

technical 

23 

23 

AES/RogerWSant' 

496 

61 

Los  Angeles  CA 

Brigham  Young,  BS  '55/Harvard,  MBA  '60 

administration 

11 

11 

Aetna  Life  &  Cas/Ronald  E  Compton 

485 

59 

Chicago  IL 

Northwestern,  BA  '54 

insurance 

38 

_2 

Affiliated  Bkshs  Colo/Ronald  L  Moore 

779 

59 

Grand  Island  NE 

Denver,  BS  '54 

banking 

_2 

_2 

Aflac/Daniel  P  Amos 

115 

40 

Pensacola  PL 

Georgia,  BS  '73 

insurance 

19 

2 

HF  Ahmanson/Richard  H  Delhi 

265 

63 

WhittierCA 

Whittier,  BA  '49 

banking 

33 

8 

Air  Prods  &  Chems/Harold  A  Wagner 

664 

56 

Oakland  CA 

Stanford,  BSME  '58/Harvard,  MBA  '63 

technical 

29 

-2 

Albertson's/Gary  G  Michael 

135 

51 

Laurel  MT 

Idaho,  BS  '62 

finance 

26 

1 

AIco  Standard/Ray  B  Mundt 

210 

63 

Appleton  Wl 

Wis  Stevens,  BS  '53 

operations 

22 

12 

Alexander  &  Alexander/Tinsley  H  Irvin 

593 

58 

Cornelia  GA 

Georgia  St,  BBA  '55 

insurance 

39 

5 

Alexander  &  Baldwin/John  C  Couch 

447 

53 

Bremerton  WA 

Michigan,  BS  '63/Stanford.  MBA  '76 

operations 

16 

J 

Alleghany/Fred  M  Kirby 

183 

72 

Wilkes  Barre  PA 

Lafayette,  AB  '42/Ha[vard,  MBA  '47 

finance 

34 

25 

Allegheny  Power/Klaus  Bergman 

661 

61 

Germany 

Columbia,  AB  '53/LLB  '55 

legal 

20 

7 

Allergan/William  C  Shepherd 

526 

53 

San  Francisco  CA 

Calif  Berkeley,  BS  '63/Pepperdine,  MBA  '76 

technical 

26 

J 

Allied-Signal/Lawrence  A  Bossidy 

169 

57 

Pittsfield  MA 

Colgate,  BA  '57 

operations 

1 

1 

Alltel/Joe  T  Ford 

439 

54 

Conway  AR 

Arkansas,  BS  '59 

administration 

33 

5 

Alcoa/Paul  H  O'Neill 

316 

56 

St  Louis  MO 

Cal  St  Fresno,  BA  '60/lndiana,  MPA  '66 

administration 

5 

5 

ALZA/Martin  S  Gerstel 

701 

50 

Nonvalk  CT 

Yale,  BS  '64/Stanford,  MBA  '68 

finance 

24 

5 

AMAX/Allen  Born 

194 

58 

Durango  CO 

Texas  El  Paso,  BS  '58 

technical 

25 

6 

Amdahl/John  C  Lewis 

420 

55 

Livingston  MT 

Cal  St  Fresno,  BS  '57 

marlieting 

15 

9 

Amerada  Hess/Leon  Hess^ 

762 

78 

Asbury  Park  NJ 

administration 

46 

27 

American  Brands/William  J  Alley 

154 

62 

Vernon  TX 

Oklahoma,  BBA  '51/JD  '54 

insurance 

25 

5 

American  Cyanamid/George  J  Sella  Jr 

131 

63 

West  New  York  NJ 

Prmceton,  BS  'SO/Harvard,  MBA  '52 

operations 

38 

9 

American  Electric/Richard  E  Disbrow 

581 

61 

Newark  tiJ 

Lehigh,  BS  '52/MIT,  MS  '65 

technical 

38 

1 

American  Express/James  0  Robinson  III 

195 

56 

Atlanta  GA 

Georgia  Tech,  BS  '57/Harvard,  MBA  '61 

finance 

21 

IS 

'Company  founder.    *New  CEO,  less  than  six  months' 

service 

4 

1 
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their  bosses 


year,  as  well  as  directors'  fees  and  commissions.  The 
"Other"  column  includes  payments  made  under  long- 
term  compensation  plans,  thrift  plan  contributions,  com- 
pany-paid health  and  insurance  plans  and  restricted  stock 
awards  vested  or  released  from  restrictions  in  1991 .  Where 
possible,  we  credit  restricted  stock  to  earnings  only  when  it 
becomes  vested.  That's  why  our  tables  list  Coca-Cola's 
Roberto  C.  Goizueta  with  $5  million  in  total  compensa- 
tion, not  the  $86  million  reported  elsewhere.  To  credit 
Goizueta  with  the  fiill  value  of  his  stock  award  is  to  equate 
a  bird  in  the  bush  with  a  bird  in  the  hand. 

"Stock  gains"  shows  the  net  value  in  shares  or  cash 
realized  from  the  exercise  of  stock  options  (or  stock 
appreciation  rights)  during  the  past  fiscal  year.  The  col- 
umn headed  "Stock  owned"  shows  the  value  of  each 
executive's  holdings  as  a  percentage  of  his  firm's  total 


market  value.  In  determining  stock  holdings  we  exclude 
shares  acquirable  through  options — where  we  can  identify 
optionable  shares — but  include  shares  of  beneficial  inter- 
est and  shares  held  by  an  executive's  wife  and  minor 
children,  even  if  ownership  is  legally  disclaimed.  Shares 
held  by  family  members  active  in  the  business  or  by 
foundations  are  not  included. 

What  are  they  like,  these  people  who  run  our  largest 
businesses?  Although  Bill  Gates  of  Microsoft:  is  a  multibil- 
lionaire  at  the  tender  age  of  36,  only  five  other  chief 
executives  are  younger  than  40.  The  average  corporate 
head  in  this  survey  is  56  and  he — there  is  only  one  woman,  a 
co-CEO — has  been  with  the  firm  for  22  years.  Almost  half 
have  postgraduate  diplomas.  Of  the  800  companies,  68  are 
run  by  founders  or  cofounders — a  tribute  to  the  continu- 
ing power  of  entrepreneurship  in  corporate  America.     ^ 


ensation 

stock  gains 
($000) 

total 
($000) 

5-yr  total 
($000) 

Stock  owned 
%            mktval 
($mil) 

Company  data^ 
sales            profits 
($mil)           ($mil) 

Company 

Salary  +  bonus 
($000)       %  change 

other 
($000) 

$1,340 

15% 

$6 

$2,867 

$4,213 

$8.3633 

0.04% 

$11.0 

$6,877 

$1,089 

Abbott  Laboratories 

1,529 

135 

419 

— 

1,948 

11,287 

0.55 

7.6 

1,227 

145 

Advanced  Micro 

681 

33 

— 

102 

784 

NA 

19.22 

283.2 

334 

43 

AES 

779 

NA 

30 

— 

8098 

NA 

6 

0.4 

19,196 

505 

Aetna  Life  &  Cas 

234 

NA 

13 

— 

2479 

NA 

0.24 

0.8 

269 

18 

Affiliated  Bkshs  Colo 

1.131 

38 

352 

1,265 

2,748 

NA 

0.75 

15.8 

3,283 

149 

Aflac 

1,214 

-1 

205 

— 

1.419 

9,062 

0.28 

5.7 

4,592 

246 

HF  Ahmanson 

494 

NA 

10 

— 

5039 

NA 

0.02 

1.1 

2,967 

253 

Air  Prods  &  Chems 

701 

1 

37 

1,710 

2,448 

NA 

0.11 

6.2 

8,680 

258 

Albertson's 

743 

-29 

22 

927 

1,691 

6,778 

0.48 

8.5 

4,805 

71 

AIco  Standard 

596 

-27 

10 

— 

605 

3,142 

0.14 

1.0 

1,369 

-10 

Alexander  &  Alexander 

777 

NA 

140 

— 

9179 

NA 

0.22 

2.4 

721 

92 

Alexander  &  Baldwin 

991 

2 

856 

— 

1,846 

9,280 

12.92 

103.6 

1,417 

64 

Alleghany 

505 

8 

4 

— 

510 

2,064 

6 

0.2 

2,282 

194 

Allegheny  Power 

713 

NA 

8 

8 

7299 

NA 

0.10 

1.5 

839 

-60 

Allergan 

1,3002 

NA 

674 

— 

1,974 

NA 

6 

7 

11,831 

-273 

Allied-Signal 

677 

-10 

44 

208 

929 

3,983 

0.29 

9.7 

1,748 

189 

Alltel 

562 

-32 

658 

— 

1,220 

5,894* 

_6 

7 

9,884 

63 

Alcoa 

446 

25 

— 

— 

446 

3.801 

0.29 

9.1 

140 

-62 

AL2A 

900 

-23 

524 

368 

1,792 

7,924 

0.04 

0.7 

3,772 

30 

AMAX 

637 

-38 

327 

— 

964 

10,657 

0.09 

1.7 

1,702 

4 

Amdahl 

300 

0 

11 

— 

311 

1,457 

11,11 

360.2 

6,267 

84 

Amerada  Hess 

1.826 

12 

201 

89 

2,116 

8,953 

0.04 

3.4 

8,379 

806 

American  Brands 

1.309 

6 

619 

548 

2,477 

10,862 

0.04 

2.3 

4,986 

359 

Amencan  Cyanamid 

618 

NA 

7 

— 

625 

NA 

6 

0.4 

5,047 

498 

American  Electric 

1,625 

-10 

156 

— 

1,781 

22.007 

0.12 

12.7 

25,763 

789 

American  Express 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  27,  1992.    ^Annualized  salary.    'Three-year  total.    *Four-year 
total.    "Less  than  0.01%.    'Less  than  $100,000.    »New  CEO;  cash  compensationis  for  another  executive  office.     NA:  Not  available. 
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1       1  uunruKHit  HivitniuHd  muoi  runcnruL  rcuru 

^^_ 

.r 

Company/Chief  executive 

Rank 

among 

800  execs 

Age 

Birthplace 

Kansas  City  MO 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

American  General/Harold  S  Hook 

67 

60 

Missouri,  BS'53/MA '54 

insurance 

22 

14 

American  Greetings/Morry  Weiss 

350 

52 

Czechoslovakia 

Case  Western  Res,  BA  '61 

administration 

31 

4 

American  Home  Prods/John  R  Stafford 

29 

54 

Harrisburg  PA 

Dickinson,  BA  '59/George  Washington,  LLB  '62 

legal 

22 

5 

American  IntI  Group/Maurice  R  Greenberg 

170 

67 

New  York  NY 

Miami,  BA  '48/New  York  Law  Sch,  LLB  '50 

insurance 

31 

25 

American  Medical/Robert  W  Oleaiy 

334 

48 

New  Bedford  MA 

Massachusetts,  BS'65/SuffolkU,JD '73 

administration 

1 

1 

American  Natl  Ins/Robert  L  Moody 

191 

56 

Galveston  TX 

insurance 

10 

1 

American  President/John  M  Lillie 

301 

55 

Chicago  IL 

Stanford,  BS  '59/MBA  '64 

operations 

2 

_2 

American  Savings/W  Ronald  Dietz 

740 

49 

Seattle  WA 

Washington,  BA  '64/Stanford,  MBA  '68 

banking 

1 

1 

American  Stores/Jonathan  L  Scott* 

230 

62 

Nampa  ID 

Idaho,  BA '51 

sales 

5 

3 

American  Tel  &  Tel/Robert  E  Allen 

108 

57 

Joplin  MO 

Wabash,  BA  '57 

administration 

35 

4 

American  Water  Works/George  W  Johnstone 

774 

53 

Buffalo  NY 

Penn  St,  BS  '60 

technical 

26 

_2 

Ameritech/William  L  Weiss 

145 

63 

Big  Run  PA 

Penn  St,  BS  '51 

operations 

41 

8 

Ames  Dept  Stores/Stephen  L  Pistner 

208 

60 

St  Paul  MN 

Minnesota,  BSBA  '53 

sales 

2 

Amgen/Gordon  M  Binder 

641 

56 

St  Louis  MO 

Purdue,  BSEE  ■57/Harvard,  MBA  '62 

finance 

10 

Amoco/H  Laurence  Fuller 

226 

53 

Moline  IL 

CorneH,BSCE'61/DePauLJD'65 

teclinical 

31 

AMP/Harold  A  Mclnnes 

587 

64 

Groton  CT 

MIT,  BSME  '49 

operations 

27 

AMR/Robert  L  Crandall 

68 

56 

Westerly  Rl 

Rhode  Island,  BS  '57/Pennsylvania,  MBA  '60 

finance 

19 

AmSouth  Bancorp/John  W  Woods 

402 

60 

Evanston  IL 

U  of  the  South,  BA '54 

banking 

23 

20 

Anchor  Bancorp/James  M  Large  Jr 

617 

60 

Philadelphia  PA 

Princeton,  BSE  '54 

banking 

3 

Anheuser-Busch  Cos/August  A  Busch  III 

22 

54 

St  Louis  MO 

marketing 

35 

17 

Aon/Patrick  G  Ryan 

422 

55 

Milwaukee  Wl 

Northwestern,  BS  '59 

insurance 

28 

10 

Apple  Computer/John  Sculley 

285 

53 

New  York  NY 

Brown,  BS  '61/Pennsylvania,  MBA  '63 

marketing 

9 

Archer  Daniels/Dwayne  0  Andreas 

166 

74 

Worthington  MN 

finance 

22 

22 

Argonaut  Group/Charles  E  Rinsch 

541 

59 

Vincennes  IN 

Indiana,  BS  '53/Stanford,  MBA  '60 

finance 

26 

Arkla/Thomas  F  McLarty  III 

615 

45 

Hope  AR 

Arkansas,  BA  '69 

administration 

9 

Armco/Robert  L  Purdum 

547 

56 

Wilmington  OH  ' 

Purdue,  BS  '56 

technical 

30 

Armstrong  World  Inds/William  W  Adams 

672 

58 

Dubuque  lA 

Iowa  St,  BS  '56 

marketing 

36 

Arvin  Industries/James  K  Baker 

670 

60 

Wabash  IN 

DePauw,  BA  '53/Harvard,  MBA  '58 

administration 

37 

11 

Asarco/Richard  de  J  Osborne 

474 

58 

Bronxville  NY 

Princeton,  AB  '56 

finance 

17 

Ashland  Oil/John  R  Hall 

335 

59 

Dallas  TX 

Vanderbilt,  BS  '55 

operations 

34 

11 

AST  Research/Safi  U  Qureshey' 

80 

40 

Pakistan 

Texas,  BSEE  '75 

technical 

12 

Atlanta  Gas  Light/David  R  Jones 

733 

55 

Atlanta  GA 

Georgia  Tech,  BS  '59 

operations 

32 

Atlantic  Energy/E  Douglas  Huggard 

708 

58 

Wilmington  DE 

Delaware,  BME  •55/MME  60 

technical 

37 

Atlantic  Richfield/Lodwrick  M  Cook 

73 

63 

Castor  [A 

Louisiana  St,  BS  '50/Southern  Methodist,  MBA  '65 

operations 

36 

Automatic  Data/Josh  S  Weston 

332 

63 

Brooklyn  NY 

CUNY  City,  BS  '50/U  of  New  Zealand.  MA  '52 

operations 

22 

AutoZone/Joseph  R  Hyde  IIP 

427 

49 

Memphis  TN 

N  Carolina,  BS  '65 

sales 

13 

13 

Avery  Oennison/Charles  D  Miller 

225 

64 

Hartford  CT 

Johns  Hopkins,  BA  '49 

opera  tKxis 

28 

14 

Avnet/Leon  Machiz 

369 

67 

Brooklyn  NY 

marketing 

40 

Avon  Products/James  E  Preston 

16 

59 

Cleveland  OH 

Northwestern,  BS  '55 

marketing 

28 

Baker  Hughes/James  D  Woods 

294 

60 

Falmouth  KY 

Cal  St  Fullerton,  BA  '66 

finance 

37 

Ball  Corp/Del mont  A  Davis 

480 

56 

Hillside  CO 

Colorado,  BS  '59 

technical 

23 

Bally  Manufacturing/Arthur  M  Goldberg 

298 

50 

Newton  NJ 

Rutgers,  BA  '63/Villanova,  JD  '66 

legs! 

2 

Baltimore  Bancorp/Charles  H  Whittum  Jr 

— 

62 

NA 

tunking 

1 

t^H- 

'Company  founder.    'New  CEO,  lessthar 

t  SIX  months' 

service 

•Office  jointly  held  with  Victor  L  Lund. 

J 
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Salary  +  bonus 
($000)        %  change 


-Compensation- 


$1,766 

541 

1,840 

1,950 

7502 

1,801 

896 

3752 

1,487 

2,061 

275 

1,270 

1,599 
530 

1,302 
618 
600 
844 


32% 


11 
NA 
NA 

NA 

NA 

38 

2 

NA 
-2 

31 

27 

14 

7 


556 

6 

1,879 

8 

893 

-2 

1,338 

-39 

2,000 

3 

513 

7 

487 

-7 

654 

4 

468 

-25 

489 

-16 

851 

-23 

1,038 

-6 

2,792 

266 

389 

2 

422 

16 

1,674 

-26 

879 

13 

959 

33 

1,065 

12 

1,064 

-7 

1,193 

0 

869 

-28 

815 

— 

1,3002 

NA 

NA 

NA 

other 
($000) 

$307 

569 

28 

400 

389 

116 

777 

5 

824 

100 

314 

3,250 
155 

14 
27 
71 

2 

87 
38 

3 

7 

7 
108 

773 

9 

11 
159 
278 

61 

4,479 

440 

1 


stock  gains 
($000) 

$1,883 
3,790 


97 


133 


97 

4 


4,776 


186 


24 


2,009 


501 


2,231 


22 


total 
($000) 

$3,956 
1,110 
5,658 
1,950 
1,150 
1,801 

1,2869 
375 

1,6048 

2,935 
2809 

2,227 

1,699 
530 

1,616 
618 

3,947 

1,003 

570 
6,682 

963 
1,338 
2,000 

701 

574 
692 
494 
495 
858 
1,146 

3,565 

397 

432 

3,842 

1,157 

959 

1,627 
1,064 
7,902 
1,309 
838 
1,300 


5-yr  total 
($000) 

$10,915 

3,281 

14,389 

9,774 

NA 

NA 

NA 

NA 

4,195* 

11,266 

NA 

9,887 

NA 
2,0233 

NA 

1,7643 

18,068 

3,670 

NA 

31,008 

4,012 

31,951 

7,580 

2,142* 

3,791 
2,3043 
2,833 
3,371 
5,219 
10,053 

5,151* 
1,418* 
1,755 
14,686 
7,705 
NA 

8,341 

4,038* 

12,017* 

6,240 

NA 

NA 

NA 


Stock  owned 
%  mkt  val 

($mil) 


Company  data^ 
sales  profits 

($mil)  ($mil) 


0.16% 

1.38 

0.03 

2,14 

0.05 

1.32 

0.04 

6 

6 

0.01 
0.02 
0.04 

6 

0.24 
0.02 
0.02 
0.03 
0.20 

0.21 
0.45 
13.91 
0.11 
2.86 
0.22 

0.07 
0.14 
0.06 
0.82 
0.12 
0.08 

10.30 

0.05 

0.06 

0.04 

0.17 
11.22 

0,21 
0.18 
0.25 
0.12 
0,06 
4,26 
e 


$7.4 
19.7 

8.1 
384.1 

0,4 
12,5 

0.2 
7 

0.1 
5.7 
0.1 
5.9 


17.6 
3.7 
1.3 
1.3 
2.2 

0.2 

68.3 

384.8 

7.5 
214.9 

1.6 

0.7 
0.7 
0.7 
3.8 
1.3 
1.5 

53,6 

0.5 

0.7 

6.3 

11.0 

274.4 

3.4 
1,6 
9,0 
3.1 
0,5 
8,7 


$4,395 
1,513 
7,079 

16,884 
2,449 
1,197 

2,449 

301 

20,823 

63,089 

633 

10,818 

3,091 

682 

25,325 

3,095 
12,887 


804 

10,996 

2,931 

6,496 

8,801 

517 

2,779 
1,595 
2,439 
1,676 
1,910 
9,135 

827 

969 

778 

17,037 

1,811 


2,545 
1,694 
3,593 
2,747 
2.267 
1,412 
313 


$480 

93 

1,375 

1,553 

4 

126 

64 

-160 

240 

522 

74 

1,166 

-317 


49 

940 
242 
325 
499 


70 
47 
86 
709 
239 
49 

63 

51 

136 

162 

66 

-35 

-127 


Company 


Amencan  General 
American  Greetings 
Amencan  Home  Prods 
American  IntI  Group 
American  Medical 
American  Natl  Ins 

American  President 
American  Savings 
American  Stores 
American  Tel  &  Tel 
American  Water  Worits 
Ameritech 


Ames  Dept  Stores 
98       Amgen 
1,173       Amoco 
260       AMP 
-240       AMR 
80       AmSouth  Bancorp 


Anchor  Bancorp 

Anheuser-Busch  Cos 

Aon 

Apple  Computer 

Archer  Daniels 

Argonaut  Group 


13  Arkia 

-337  Armco 

48  Armstrong  Worid  Inds 

23  Arvin  Industries 

46  Asarco 

186  Ashland  Oil 


AST  Research 
Atlanta  Gas  Light 
Atlantic  Energy 
Atlantic  Richfield 
Automatic  Data 
AutoZone 

Avery  Oennison 

Avnet 

Avon  Products 

Baker  Hughes 

Ball  Corp 

Bally  Manufacturing 

Baltimore  Bancorp 


'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  27,  1992.    'Annualized  salary.    'Three-year  total.    *Four-year  total.    'Less  than 
0.01%.    'Less  than  $100,000.    "Prior-year  data.    'New  CEO;  cash  compensation  is  for  another  executive  off  ice.    NA:  Not  available. 
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n  100  countries, 

business  turns  to  Unisys 

to  help  the  wheels  of 

business  turn. 


Some  people  believe  business 
kes  the  world  go  round.  But  who 
ps  business  go  round? 

For  thousands  of  companies 
d  governments  around  the  world, 
answer  is  Unisys. 

One  hundred  forty  airlines  rely 
Unisys  information  systems  for 
okings,  departure  control,  and  flight 
erations. 

Over  80%  of  the  world's  largest 
inks,  including  nine  of  America's  top 
n  and  every  one  of  Japan's  top  ten, 
)imt  on  our  systems  for  branch  auto- 
ation,  check  processing,  funds  trans- 
T,  and  more. 

For  the  United  States  alone. 


our  systems  help  connect  85%  of  all 
phone  calls.  Telecommunications  com- 
panies across  the  globe  turn  to  us  for 
revenue-generating  enlianced  services. 

And  in  the  business  of  govern- 
ment, over  1,600  government  agencies 
worldwide  depend  on  Unisys  compu- 
ters for  domestic  and  international 
operations. 

There  is  a  term  for  all  this: 
mission  critical.  Solutions  without 
which  a  business  cannot  do  business. 
Sixty  thousand  customers  in  100  coun- 

UNISYS 

We  make  it  happen. 


tries  recognize  Unisys  as  a  leader  at 
delivering  mission-critical  solutions. 
And  as  a  pioneer  at  delivering  them  on 
open  information  networks. 

Our  customers  choose  us  not 
only  for  the  strength  of  our  technology, 
but  also  for  our  ability  to  apply  it 
through  a  careful  understanding  of 
their  industries.  And  whatever  their 
industries,  they  know  us  for  the  depth 
of  our  commitment  to  providing  the 
services  behind  the  systems. 

Now  it's  your  turn.  Call  us  at 
1-800-448-1424,  ext.  180.  Ask  how  the 
advanced  solutions  and  dedicated  peo- 
ple of  Unisys  can  help  your  business 
shift  into  a  higher  gear. 


CURPDMit  HMtHIUH  d 

lYiUdi  ruwcnruL  nunt 

r 

Company/Chief  executive 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 
with 
firm 

(years) 

as 

CEO 

Baltimore  G&E/George  V  McGowan 

658 

64 

Baltimore  MD 

Maryland,  BS  '51 

technical 

41 

Banc  One/John  B  McCoy 

180 

48 

Columbus  OH 

Williams,  BA'65/Stanford,  MBA '67 

banking 

25 

i  * 

Bancorp  Hawaii/H  Howard  Stephenson 

252 

62 

Wichita  KS 

Michigan,  BA  '50/Missouri,  JD  '58 

banking 

33 

Bandag/Martin  G  Carver 

756 

44 

Davenport  lA 

U  of  Iowa,  BA  ^O/lndiana,  MBA  '72 

finance 

13 

10 

Bank  of  Boston/Ira  Stepanian 

556 

56 

Cambridge  MA 

Tufts,  BA  '58/Boston  C,  MBA  '71 

banking 

29 

Bank  of  New  York/John  Carter  Bacot 

453 

59 

Utica  NY 

Hamilton,  AB  '55/Cornell,  LLB  '58 

finance 

32 

10 

Bank  South/Patrick  L  Flinn 

663 

50 

Washmgton  DC 

Illinois,  BA  '64/Georgia  St,  MBA  '72 

banking 

1 

BankAmerica/Richard  M  Rosenberg 

64 

62 

Fall  River  MA 

Suffolk  U,  BS  ■52/Golden  Gate  U,  LLB  '66 

banking 

5 

Bankers  Trust  NY/Charles  S  Sanford  Jr 

101 

55 

Savannah  GA 

Georgia,  BA  '58/Pennsylvania,  MBA  '60 

banking 

31 

BanPonce/Alberto  M  Paracchini 

737 

60 

Ponce  PR 

Pennsylvania,  BS  '53/MBA  '57 

finance 

36 

CR  Bard/George  T  Maloney 

409 

59 

Philadelphia  PA 

Siena,  BS  '54 

sales 

33 

Barnett  Banks/Charles  E  Rice 

348 

56 

Chattanooga  TN 

Miami,  6BA  '58/Rollins,  MBA  '64 

banking 

27 

13 

Bausch  &  Lomb/Daniel  E  Gill 

30 

55 

Ziegler  IL 

Northwestern,  BS  '58 

finance 

13 

11 

Baxter  International/Vernon  R  Loucks  Jr 

54 

57 

Evanston  IL 

Yale,BA'57/Harvard,MBA'63 

marketing 

26 

12 

Bay  View  Capital/Robert  E  Barnes 

769 

59 

Greenwich  CT 

Princeton,  BA  '55/American  Grad  School,  MBA  '61 

banking 

8 

BayBanks/William  M  Crozier  Jr 

695 

59 

Brooklyn  NY 

Yale,  BA  '54/Harvard,  MBA  '63 

banking 

28 

18 

BB&T  Financial/John  A  Allison  IV 

621 

43 

Charlotte  NC 

N  Carolina,  BBA'71/Duke,  MBA '74 

banking 

21 

Bear  Stearns  Cos/Alan  C  Greenberg 

32 

64 

Wichita  KS 

Missouri,  BA  '49 

sales 

43 

14 

Becton  Dickinson/Raymond  V  Gilmartin 

381 

51 

Washington  DC 

Union,  BSEE  '63/H3rvard,  MBA  '68 

operations 

16 

Bell  Atlantic/Raymond  W  Smith 

114 

54 

Pittsburgh  PA 

Carnegie-Mellon,  BS  '59/Pittsburgh,  MBA  '67 

operations 

33 

BellSouth/John  L  Clendenin 

268 

58 

El  Paso  TX 

Northwestern,  BA  '55 

operations 

37 

Beneficial  Corp/Finn  M  W  Caspersen 

236 

50 

New  York  NY 

Brown,  AB  '63/Harvard,  LLB  '66 

legal 

20 

16 

Bergen  Brunswig/Robert  E  Martini 

555 

60 

Hackensack  NJ 

Ohio  St,  BS '54 

technical 

36 

Berkshire  Hathaway/Warren  E  Buffett 

787 

61 

Omaha  NE 

Nebr  Lincoln,  BS  '50/Columbia,  MBA  '51 

finance 

27 

22 

Bethlehem  Steel/Walter  F  Williams 

570 

63 

Upland  PA 

Delaware,  BCE '51 

operations 

41 

Betz  Laboratories/John  F  McCaughan 

362 

56 

Canada 

Sir  George  Williams,  BA '57 

administration 

32 

10 

Beverly  Enterprises/David  R  Banks 

328 

55 

Arcadia  Wl 

Arkansas,  BA  '59 

operations 

20 

BHC  Commun/Herbert  J  Siegel 

163 

64 

Philadelphia  PA 

Lehigh,  BA  '50 

administration 

25 

15 

Bindley  Western  Inds/William  E  Bindley^ 

665 

51 

Terre  Haute  IN 

Purdue,  BS  '61 

finance 

25 

25 

Biomet/Oane  A  Miller' 

764 

46 

Beilefontaine  OH 

GMI  Inst,  BS  '69/Cincinnati,  PhD  '74 

technical 

14 

14 

Black  &  Decker/Nolan  D  Archibald 

212 

48 

Ogden  UT 

Weber  St,  BS  '68/Harvard,  MBA  '70 

marketing 

7 

H&R  Block/Henry  WBIoch' 

155 

69 

Kansas  City  MO 

Michigan,  BS  '43 

administration 

37 

37 

Blockbuster/H  Wayne  Huizenga 

727 

54 

Evergreen  Park  IL 

operations 

5 

BMC  Software/Max  P  Watson  Jr 

162 

46 

New  Orleans  LA 

Louisiana  Tech,  B6A  '68 

marketing 

7 

Boatmen's  Bancshs/Andrew  B  Craig  III 

370 

61 

Buffalo  NY 

Cornell,  BA '55 

banking 

7 

Boeing/Frank  A  Shrontz 

312 

60 

Boise  ID 

Idaho,  LLB  '54/Harvard,  MBA  '58 

administration 

34 

Boise  Cascade/John  B  Fery 

562 

62 

Bellingham  WA 

Washington,  BA  •53/Stanford,  MBA  '55 

operations 

35 

20 

Borden/Anthony  S  O'Amato 

349 

61 

Brooklyn  NY 

Polytechnic  Inst,  BSChE  '52 

administratran 

32 

Borland  Intl/Philippe  R  Kahn' 

220 

39 

France 

U  of  Zurich.  U  of  Nice,  MS '78 

technical 

9 

Boston  Edison/Bernard  W  Reznicek 

520 

55 

Dodge  NE 

Creighlon.  BS  '58/Nebr  Lincoln,  MBA  '79 

operations 

5 

Bowater/Anthony  P  Gammie 

576 

57 

England 

opera  trans 

37 

Bristol-Myers  Squibb/Richard  L  Gelb 

8 

67 

New  York  NY 

Yale,  BA  '45/Haivard.  MBA  50 

administntran 

42 

20 

Broad/Eli  Broad' 

372 

58 

New  York  NY 

Michigan  St.  BA  '54 

finance 

35 

16 

■'Company  founder. 

L__„ 

2S, 1992 
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■  Mav  . 

■** 

»MC"94^An 

Stock  owned 
%             mktval 
($mil) 

Company  data^ 
sales            profits 
($mil)           ($mil) 

Company 

Salary 
($000) 

$458 

■¥  bonus 
%chaage 

other        stock  gains 
($000)          ($000) 

total 
($000) 

5-yr  total 
($000) 

8% 

$53 



$511 

$2313 

0.09% 

$2.5 

$2,459 

$234 

BattJmore  S&E 

!7S3 

43 

— 

»9 

1.882 

6.417 

0.18 

152 

4,097 

530 

Banc  One 

920 

8 

324 

233 

1.476 

5,638* 

0.30 

3.5 

1.023 

113 

Bancorp  Hawau 

316 

-9 

20 

— 

335 

1380 

5.02 

92.1 

583 

80 

Bndi( 

650 

0 

26 

— 

676 

4.820 

0.09 

1.4 

4.547 

-34 

BaiAofBostn 

810 

-7 

95 

— 

905 

5.899 

021 

62 

4225 

122 

Bank  of  New  York 

455^ 

m 

50 

— 

505 

NA 

6 

7 

508 

-55 

BankSoiA 

1.600 

0 

66 

2350 

4.016 

6.964> 

0.03 

2.8 

12268 

1.124 

BankAmerica 

1.850 

23 

144 

1.048 

3.042 

11.562 

023 

11.0 

6.844 

667 

Bankers  Tnist  NY 

383 

20 

— 

— 

383 

3.961 

0.12 

0.9 

927 

65 

BanPonce 

810 

77 

188 

— 

998 

3,450* 

025 

3.6 

876 

57 

(»Bard 

980 

6 

137 

— 

1,117 

5.490 

0.08 

2.0 

3274 

124 

Bamett  Banks 

1.542 

15 

1.155 

2J47 

5.544 

15.059 

021 

5.9 

1.520 

86 

Baosdi  &  Loml) 

1.7K 

2 

1.237 

1344 

4366 

12,542 

0.15 

15.7 

8.921 

591 

Bader  tatauinul 

285 

-22 

13 

— 

299 

-     1.705 

0.06 

7 

282 

10 

Bay  View  Capital 

381 

0 

81 

— 

462 

2,732 

0.46 

2.5 

1.021 

10 

BayBanks 

548 

12 

13 

6 

567 

1.474s 

0.14 

1.0 

594 

60 

BB&T  Rnancial 

1 

5i99 

26 

— 

— 

5i99 

22200 

3.05 

532 

2,527 

233 

Bear  Steams  Cos 

757 

4 

287 

— 

1.044 

4.922* 

0.06 

1.6 

2.191 

182 

Becton  Dickinson 

1.453 

13 

1322 

— 

2.776 

8.820* 

0.02 

3.7 

12280 

1.332 

Bell  Atlantic 

1.356 

-1 

47 

— 

1.403 

7.770 

_6 

1.8 

14.446 

1.507 

BellSouth 

1.367 

5 

209 

— 

1.576 

6.513 

2.94 

46.4 

1.810 

149 

Beneficial  Corp 

621 

-26 

55 

— 

676 

NA 

5.57 

442 

4,863 

56 

Bergen  Brunswig 

100 

0 

— 

— 

100 

501 

44.68 

i=>8?i 

^106 

440 

Berkshire  Hathaway 

:f! 

-13 

64 

— 

654 

4.189 

0.08 

0.8 

4318 

-767 

BetWehefflSM 

--: 

21 

262 

129 

1.082 

3.305 

026 

4.1 

666 

76 

Betz  Laboratories 

:t! 

5 

590 

— 

1.178 

2.931* 

0.34 

2.1 

2.301 

29 

Bemly  Enterprises 

2,014 

-76 

21 

— 

2  035* 

24,1083 

-»t 

7 

263 

108 

BHCOmimia 

502 

-12 

— 

— 

502 

2.432 

44.76 

45.0 

2,393 

11 

Bindley  Mesten  Ms 

310 

46 

— 

— 

310 

983 

4.94 

101.5 

260 

49 

Bwinet 

1336 

3 

343 

— 

1.679 

7.727 

0.04 

0.6 

4,637 

53 

Black&Decker 

790 

-5 

42 

1.283 

2,115 

5.457 

5.94 

199.5 

1,328 

151 

H&RBkrk 

400 

0 

— 

— 

400 

NA 

6.93 

182.1 

868 

94 

DMcunsKr 

707 

M 

1,331 

— 

2.038 

NA 

0.74 

10.9 

174 

42 

BMC  Software 

1.063 

8 

— 

— 

1.063 

3.408* 

0.03 

0.5 

1,588 

150 

Boatmen  s  Bancshs 

1.188 

9 

40 

— 

li28 

6,342 

^6 

0.8 

29314 

1.567 

Boeing 

625 

-10 

43 

— 

669 

4.446 

027 

23 

3.950 

-80 

Boise  Casca<le 

975 

M 

141 

— 

1.116» 

NA 

0.04 

22 

7.235 

295 

Bonlen 

1.630 

145 

2 

— 

1.632 

2.7683 

6.91 

50.6 

502 

-81 

Borland  hKI 

692 

— 

52 

— 

744 

NA 

001 

01 

1.320 

95 

Boston  Edisoo 

620 

-1 

22 

— 

642 

3.928 

007 

06 

1289 

46 

Bowater 

2.051 

-2 

1.516 

9221 

12,788 

36.639 

027 

1015 

11.159 

2.056 

Bnstol-MyersSquM 

1.005 

18 

55 

— 

1.060 

8318 

21.33 

1142 

809 

47 

Broad 

Sates  and  profits  as  reported  in  the  Fort>es  500s  Annual  Directory 
0.01%.    n.ess  ttian  $100,000.    "New  CEO;  cash  compensation  is 
ownership  through  Chfis-Craft  Inds. 

issue.  Apr.  27.  1992.    'Annualized  salary.    Three-year  total.    *Four-year  total.    "Lessthan 
for  another  executive  office.     NA:  Not  available.     'Salary  paid  by  Chns-Craft  Inds.     tlndirect 
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IJORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

Brooklyn  Union  Gas/Robert  B  Catell 

761 

55 

Brooklyn  NY 

CUNY  City,  BSME  ^S/MME  64 

technical 

34         1 

Brown-Forman/W  L  Lyons  Brown  Jr 

329 

55 

Louisville  KY 

Virginia,  BA  '58 

marketing 

32        16 

Brown  Group/Bernard  A  Bridgewater  Jr 

487 

58 

Tulsa  OK 

Westminster,  AB'55/Harvard,  MBA '64 

administration 

13        10 

Browning-Ferris  Inds/William  D  Ruckelshaus 

483 

59 

Indianapolis  IN 

Princeton,  BA  '57/Harvard,  LLB  '60 

legal 

5         4 

Bruno's/Ronald  G  Bruno 

674 

40 

Birmingham  AL 

Alabama,  BS  74 

operations 

19         2 

Brunswick/Jack  F  Reichert 

361 

61 

WestAllisWI 

marketing 

35        10 

Burlington  Northern/Gerald  Grinstein 

255 

59 

Seattle  WA 

Yale,  BA  M/Harvard,  LLB  '57 

legal 

5         3 

Burlington  Resources/Thomas  H  Oleaty 

190 

58 

New  York  NY 

Holy  Cross,  BA  '54/Pennsylvania,  MBA  '61 

finance 

10         3 

Cabletron  Systems/S  Robert  Levine^ 

359 

34 

Worcester  MA 

Miami,  BS  '80 

sales 

9         9 

Cabot'Samuel  W  Bodman 

630 

53 

Chicago  IL 

Cornell,  BS '61/MIT,  PhD '64 

finance 

5         4 

Caesars  World/Henry  Gluck 

227 

64 

Germany 

Pennsylvania,  BS  '50 

finance 

10         9 

Caldor/Don  R  Clarke 

44 

46 

Rexburg  ID 

Brigham  Young,  BS  '70/Washington  St,  MBA  71 

administration 

6         6 

CalFed/Jerrv  St  Dennis 

713 

49 

Tacoma  WA 

UCLA,  BA  ■65/MA  '67 

finance 

11         2 

Campbell  Soup/David  W  Johnson 

259 

59 

Australia 

U  of  Sydney.  BE  '54/Chicago,  MBA  '58 

marketing 

2         2 

Capital  Cities/ABC/Daniel  B  Burke 

69     , 

63 

Albany  NY 

Vermont,  AB  '50/Harvard,  MBA  '55 

orations 

31         2 

Capital  Holding/Irving  W  Bailey  II 

273 

50 

Cambridge  MA 

Colorado,  BA  '63/NYU,  MBA  '68 

finance 

11          4 

Carnival  Cruise  Lines/Micky  Arison 

559 

42 

Israel 

administration 

18        13 

Carolina  Power  &  Lt/Sherwood  H  Smith  Jr 

599 

57 

Jacksonville  FL 

N  Carolina.  AB  '56/JO  '60 

legal 

27        13 

Carter  Hawley  Hale/Philip  M  Hawley 

513 

66 

Portland  OR 

Calif  Berkeley,  BS  '47 

sales 

34        15 

Carter-Wallace/Henry  H  Hoyt  Jr 

26 

64 

Orange  NJ 

Princeton,  AB  '50 

administration 

42        18 

Caterpillar/Donald  V  Fites 

627 

58 

Tippecanoe  IN 

Valparaiso,  BS  •56/MIT,  MS  '71 

marketing 

36         2 

CBI  Industries/John  E  Jones 

521 

57 

Kansas  City  MO 

Carleton,  BA  '56 

banking 

12         3 

CBS/Laurence  A  Tisch 

248 

69 

Brooklyn  NY 

NYU,BS'42/Pennsylvania,MA'43 

finance 

6         5 

Centel/John  P  Frazee  Jr 

90 

47 

Staunton  VA 

Randolph-Macon,  BA  '66 

operations 

20         5 

Centerior  Energy/Robert  J  Farling 

760 

56 

Warren  OH 

Case  Western  Res,  BSEE'58/MBA '65 

technical 

33         -^ 

Centex/Laurence  E  Hirsch 

532 

46 

New  York  NY 

Pennsylvania,  BS  '68/Villanova.  JD  '71 

legal 

7         4 

Central  &  So  West/E  R  Brooks 

622 

54 

Slaton  TX 

Texas  Tech,  BSEE '61 

technical 

31          1 

Central  Bancshares/0  Paul  Jones  Jr 

418 

49 

Birmingham  AL 

Alabama,  BS '64^^10 '67 

legal 

14          1 

Central  Fidelity  Bks/Carroll  L  Saine 

469 

57 

Lincolnton  NC 

Lenoir-Rhyne.  BA  '54/Richmond,  MS  '65 

banking 

35        11 

Champion  Intl/Andrew  C  Sigler 

296 

60 

Brooklyn  NY 

Dartmouth.  AB  '53/MBA  '56 

sales 

36        18 

Charming  Shoppes/David  V  Wachs^ 

694 

66 

Philadelphia  PA 

U  of  Penn  Wharton,  '48 

administration 

42         4 

Chase  Manhattan/Thomas  G  Labrecque 

326 

53 

Long  Branch  NJ 

Villanova,  BA  '60 

banking 

28         2 

Chemical  Banking/John  F  McGillicuddy 

148 

61 

Harrison  NY 

Princeton,  BA  ■52/Harvard,  LLB  '55 

banking 

33        13 

Chevron/Kenneth  T  Oerr 

193 

55 

Wilkes-Barre  PA 

Cornell,  BSME  ^g/MBA  '60 

technical 

32         3 

Chiquita  Brands  Intl/Carl  H  Lindner 

727 

73 

Dayton  OH 

finance 

8         8 

Chrysler/Lee  A  lacocca 

357 

67 

Allentown  PA 

Lehigh,  BS  '45/Pnnceton.  ME  '46 

operations 

14        13 

Chubb/Dean  R  O'Hare 

129 

49 

Jersey  City  NJ 

NYU,  BS  ■63/Pace.  MBA  '68 

inimrance 

29         4 

Cigna/Wilson  H  Taylor 

215 

48 

Hartford  CT 

Tnnity  College  CT.BS '64 

insurance 

28         4 

Cincinnati  Financial/Robert  B  Morgan 

503 

58 

Kerkes  KY 

Eastern  Kentucky.  BA  "54 

insurance 

26         1 

Cincinnati  G&L')ackson  H  Randolph 

685 

61 

Cincinnati  OH 

Cincinnati.  BBA  '58/MBA  '68 

finance 

33         6 

Cipsco/Clifford  L  Greenwalt 

767 

59 

Solano  NM 

Missoun.  BSCE  ■m\\m%,  MBA  '77 

technical 

79          3 

Circle  K/Bart  A  Brown  Jr 

649 

60 

Louisville  KY 

Louisville,  LLB  ^SAJeofgetown,  LUH  '57 

legal 

Circuit  City  Stores/Richard  L  Sharp 

568 

45 

Washington  DC 

technical 

'  m 

'Company  founder.    'New  CEO,  less  than  six  months" 

serv(ce 
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^^ 

^^ 

^^^ 

^^ 

P  ft  m  •*'***'"**»'*'* 

Stock  owned 
%             mkt  val 
($mil) 

Company  data' 
sales           profits 
($mil)           ($mil) 

Company 

Salary  +  bonus 
($000)       %  change 

other 
($000) 

stock  gains 
($000) 

total 
($000) 

5-yr  total 
($000) 

$324 

NA 



— 

$324 

NA 

0.03% 

$0.2 

$1,005 

$66 

Brooklyn  Union  Gas 

764 

59% 

$409 

— 

1,174 

$5,323 

34.53 

710.4 

1.203 

142 

Brown-Forman 

800 

35 

7 

— 

8078 

3.676 

0.48 

2.0 

1.728 

16 

Brown  Group 

806 

0 

4 

— 

810 

3,046^ 

0.02 

0.6 

3.183 

45 

Browning-Fems  Inds 

310 

— 

182 

— 

492 

NA 

0.45 

5.8 

2.658 

64 

Bnjno's 

736 

-34 

346 

— 

1,082 

13,116 

0.62 

9.3 

2.088 

-24 

Brunswick 

1.180 

-8 

282 

— 

1,462 

6,634* 

0.28 

11.0 

4.559 

-306 

Burlington  Northern 

1,170 

0 

632 

— 

1,802 

7,739* 

0.07 

3.3 

1.754 

205 

Burlington  Resources 

1.091 

0 

— 

— 

1,091 

NA 

29.28 

432.5 

263 

52 

Cabletron  Systems 

500 

-23 

46 

— 

546 

4,151 

1.16 

9.4 

1,467 

121 

Cabot 

1.133 

1 

15 

483 

— 

1,616 

12,322 

0.94 

7.7 

951 

78 

Caesars  World 

1          820 

6 

3.843 

— 

4,663 

NA 

1.33 

2.7 

1,868 

6 

Caldor 

404 

2 

16 

— 

420 

1,3413 

0.04 

7 

1,716 

-139 

CalFed               ^^H 

1,444 

147 

10 

— 

1,455 

NA 

0.12 

10.4 

6.132 

451 

Campbell  Soup             ^^M 

1           961 

1.258 

-7 

2,973 

— 

3.933 

NA 

0.25 

18.5 

5.382 

375 

Capital  Cities/ABC         JH 

10 

126 

— 

1.384 

7,139 

0.14 

3.5 

2,671 

250 

Capital  Holding             S 

670 

1 

-3 

— 

— 

670 

3,093 

1.30 

52.5 

1,405 

85 

Carnival  Cruise  Lines       ^ 

578 

19 

19 

— 

597 

2,455 

0.03 

1.4 

2,686 

377 

Carolina  Power  &  Lt 

7502 

-27 

— 

— 

750 

4,223 

1.73 

1.0 

2.187 

-133 

Carter  Hawley  Hale 

1.276 

10 

4,831 

— 

6.107 

9,970 

0.14* 

1.8 

669 

46 

Carter-Wallace 

523 

-6 

31 

— 

553 

NA 

0.02 

0.9 

10,182 

-404 

Caterpillar 

744 

4 

— 

— 

744 

2,475* 

0.20 

2.7 

1.615 

61 

CBI  Industries 

1.383 

2 

123 

— 

1.505 

6,774 

6 

7 

3.035 

-86 

CBS 

1.067 

15 

963 

$1,367 

3.397 

7,324 

0.08 

2.7 

1.181 

162 

Centel 

297 

NA 

13 

15 

3269 

NA 

6 

0.2 

2,569 

237 

Centerior  Energy 

693 

8 

21 

— 

713 

2,446* 

6 

7 

2,155 

29 

Centex 

497 

— 

68 

— 

565 

NA 

0.02 

1.1 

3.047 

375 

Central  &  So  West 

665 

— 

11 

300 

975 

NA 

0.78 

5.2 

572 

59 

Central  Bancshares 

678 

21 

20 

169 

867 

2.905 

0.27 

2.1 

639 

60 

Central  Fidelity  Bks 

1,144 

-8 

158 

— 

1,302 

9,926 

0.10 

2.5 

4,789 

40 

Champion            flj^l 

450 

13 

14 

— 

4648 

1,2043 

3.50 

51.0 

1,021 

58 

Charming  Shoppes 

1,180 

73 

— 

— 

1.180 

NA 

0.04 

1.6 

11.840 

520 

Chase  Manhattan 

2,050 

133 

151 

— 

2,201 

7,537 

0.06 

4.9 

14,145 

154 

Chemical  Banking 

1,386 

2 

409 

— 

1.794 

5,603* 

0,03 

6.7 

36,461 

1.293 

Chevron 

400 

0 

— 

— 

400 

2,300 

-6t 

7 

4,627 

129 

Chiquita  Brands  Intl 

976 

-14 

117 

— 

1,094 

30,179 

0.18 

10.1 

29,370 

-538 

Chrysler 

1,245 

8 

983 

278 

2.507 

6,834* 

0.04 

2.5 

4,513 

552 

Chubb              "^^H 

1,342 

5 

304 

— 

1.646 

5.763* 

0.07 

2.4 

18,750 

453 

Cigna                        H 

717 

— 

— 

56 

774 

NA 

0.48 

10.4 

1.161 

146 

Cincinnati  Financial        H 

475 

8 

5 

— 

480 

1,906 

0.02 

0.4 

1,518 

207 

Cincinnati  G&E              fl 

302 

10 

— 

— 

302 

NA 

0.03 

0.2 

722 

72 

Cipsco                       fl 

5002 

NA 

20 

— 

520 

NA 

6 

_r 

3,011 

-251 

Circle  K                      ■ 

656 

-16 

— 

— 

656 

6.564 

1.64 

26.7 

2.616 

61 

Circuit  City  Stores           9f 

'Sales  and  profits  as  reported  in  the  Fortjes  500s  Annual  Directory  issue,  Apr.  27, 
0.01%.    ^Less  than  $100,000.    •Prior-year  data.    »New  CEO;  cash. compensat 
additional  51%  through  co-ownership  of  CPI  Development.     tOwns  41%  of  Amer 

1992.    ^Annualized  salary.    Three-year  total.    *Four-year  total.    'Less  than 
ion  IS  for  another  executive  office.    NA:  Not  available.    'Owns  indirectly  an 
ican  Financial,  which  owns  45%  of  Chiquita  Brands. 
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whoever  said  the  streets  aren't  safe  these  days 
obviously  wasn't  driving  an  Acura  Legend  Sedan. 
Because  the  Legend  comes  with  some  of  the  most 
advanced  active  and  passive  safety  systems  available. 

For  instance,  to  help  you  avoid  any  trouble  the 
road  might  throw  your  way  there's  the  acceleration  of  a 
programmed  fuel-injected,  200-horsepower,  24-valve 
V-6  engine.The  handling  and  road  feel  of  a  responsive 
4-wheel  double-wishbone  suspension.  And  the  stop- 
ping power  and  steering  control  of  anti-lock  brakes. 

Of  course,  our  engineers  have  also  taken  into  con- 
sideration those  times  when  trouble  is  unavoidable. 

Which  is  why  the  Legend  L  and  LS  models  come 


THE  ACURA  LEGEND  WAS 

OUR  SHARE  OF 


Legend  Sedan  L 


equipped  with  both  driver's  side  and  passenger's  side 
air  bags,  each  capable  of  deploying  in  less  time  than 
it  takes  to  blink  an  eye.  Automatic  seat  belt  tensioners 
that  instantly  take  up  slack  in  a  frontal  impact.  Cmmple 
zones  that  help  preserve  the  cabin  structure  in  frontal 
or  rear  collisions.  And  variable-diametei;  high-strength 
steel  door  beams  that  help  transfer  the  force  of  a  colli- 
sion away  from  the  passenger  compartment. 

You  see,  when  you  buy  a  Legend,  you  don't  just 
get  one  of  the  best  performing  cars  on  the  road.  You  get 
one  of  the  best  buyer  proteaion  plans  in  the  business. 

ror  more  information.  VZ_V  precision  crafted  performance 
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nrmnERrcA's  most  powerful  people 


Company/Chief  executive 


Circus  Circus/William  G  Bennett' 
Cisco  Systems/John  P  Morgridge 
Citadel  Holding/William  C  Walbrecher  Jr 
Citicorp/John  S  Reed 
Citizens  First  Bncp/Allan  D  Nichols 
Citizens  Utilities/Leonard  Tow 

City  National/6ram  Goldsmith 
Clorox/Charles  R  Weaver 
CMS  Energy/William  T  McCormick  Jr 
Coast  Savings  Finl/Ray  Martin 
Coastal  Corp/James  R  Paul 
Coca-Cola/Roberto  C  Goizueta 

Coca-Cola  Enterprise/Sumrnerfield  K  Johnston  Jr 
Colgate-Palmolive/Reuben  Mark 
Colorado  Natl  Bkshs/Will  F  Nicholson  Jr' 
Columbia  Gas  System/John  H  Groom 
Comcast/Ralph  J  Roberts' 
Comdisco/Kenneth  N  Pontikes' 

Comerica/Eugene  A  Miller 
Commerce  Bcshs/David  W  Kemper 
Commercial  Federal/William  A  Fitzgerald 
Commonwealth  Ed/James  J  O'Connor 
Compaq  Computer/Eckhard  Pfeiffer 
Computer  Associates/Charles  B  Wang' 

Computer  Sciences/William  R  Hoover 
ConAgra/Gharles  M  Harper 
Conner  Peripherals/Finis  F  Conner' 
Conseco/Stephen  C  Hilbert' 
Consolidated  Edison/Eugene  R  McGrath 
Consol  Freightways/Donald  E  Motfitt 

Consol  Natural  Gas/George  A  Davidson  Jr 
Consolidated  Papers/George  W  Mead 
Consolidated  Rail/James  A  Hagen 
Continental  Airlines/Robert  R  Ferguson  III 
Continental  Bank/Thomas  C  Theobald 
Continental  Corp/John  P  Mascotte 

Control  Data/Lawrence  Perlman 
Cooper  industries/Robert  Cizik 
Cooper  Tire  &  Rubber/Ivan  W  Gorr 
Adolph  Coors/William  K  Coors 
CoreStates  Financiai/Terrence  A  Larsen 
Corning/James  R  Houghton 
Costco  Wholesale/James  D  Sinegal' 

'Company  founder.    *New  CEO,  less  than  six  months'  service. 


Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

429 

67 

Phoenix  A7 

operations 

18 

18 

772 

58 

Elmhurst  IL 

Wisconsin,  BBA  '55/Stanford,  MBA  '57 

sales 

4 

4 

669 

52 

Baltimore  MD 

U  of  Hawaii,  BS  '62/Pennsylvania,  MBA  '78 

banking 

3 

3 

283 

53 

Chicago  IL 

MIT,  BS  '61/MS  '65 

banking 

27 

8 

727 

54 

Ogdensburg  NY 

Emory,  BBA  '59 

banking 

_2 

-2 

491 

64 

Brooklyn  NY 

CUNY  Brooklyn,  BA  '50/Columbia,  PhD  '60 

finance 

2 

2 

404 

69 

Chicago  IL 

finance 

17 

17 

347 

63 

Kingman  IN 

Purdue,  BS  '50 

marketing 

39 

7 

309 

47 

Washington  DC 

Cornell,  BS  '66/MIT,  PhD  '69 

technical 

7 

7 

605 

56 

Nogales  AZ 

banking 

33 

8 

187 

57 

Wichita  KS 

Wichita  St,  BS  '56 

finance 

19 

3 

46 

60 

Cuba 

Yale,  BS  '53 

technical 

38 

11 

513 

59 

Chattanooga  TN 

operations 

13 

_2 

182 

53 

Jersey  City  NJ 

Middlebury,  BA  '60/Harvard,  MBA  '63 

marketing 

29 

8 

680 

63 

Colorado  Spr  CO 

MIT,  BS  ■50/Denver,  MBA  '56 

Ijnking 

22 

7 

591 

59 

Fayetteville  NC 

N  Carolina  St,  BS  '54 

marketing 

38 

8 

86 

72 

New  York  NY 

Pennsylvania,  BS  '41 

administration 

30 

29 

456 

52 

Chicago  IL 

Southern  Illinois,  BA  '63 

marketing 

23 

23 

364 

54 

Detroit  Ml 

Detroit  Tech,  BBA '64 

banking 

37 

379 

41 

Kansas  City  MO 

Harvard,  BA'72/St3nford,  MBA  76 

banking 

14 

747 

•     54 

Omaha  NE 

Creighton,  BS  '59 

banking 

37 

17 

509 

55 

Chicago  IL 

Holy  Cross,  BS  '58/Georgetown,  JD  '63 

administration 

29 

12 

188 

50 

Germany 

Nurenberg  Business,  BA  '63/SMU,MBA  '83 

marketing 

9 

151 

47 

China 

CUNY  Queens,  BS '67 

technical 

16 

16 

466 

62 

Bingham  Canyon  UT 

Utah,  BS  '53/MS  '54 

technical 

28 

20 

11 

64 

Lansing  Ml 

Purdue,  BS  '49/Chic3go,  MBA  '50 

administration 

18 

16 

450 

48 

Gadsden  AL 

San  Jose  State  U,BS '69 

marketing 

7 

121 

46 

Terre  Haute  IN 

insurance 

13 

13 

490 

50 

New  York  NY 

Manhattan,  BSME  '63/lona,  MBA  '80 

technical 

29 

582 

60 

Terre  Haute  IN 

finance 

37 

500 

53 

Pittsburgh  PA 

Pittsburgh,  BS  '60 

technical 

26 

698 

64 

Milwaukee  Wl 

Yale,  BS  '50/lnst  Paper  Chem,  MS  '52 

operations 

40 

26 

400 

60 

Forrest  City  lA 

St  Ambrose,  BA  '56/U  of  Iowa,  MA  '58 

marketing 

3 

751 

43 

Orange  NJ 

Lehigh,  BS  '72 

finance 

7 

607 

55 

Cmcinnati  OH 

Holy  Cross,  AB'58/Harvard,  MBA  60 

banking 

5 

531 

53 

Fort  Wayne  IN 

St  Joseph's,  BA'61/Virgmia.LLB '64 

insurance 

11 

443 

54 

St  Paul  MN 

Carleton,  BA  '60/Han/ard,  JD  '63 

legal 

12 

25 

61 

Scranton  PA 

Connecticut,  BA  '53/Han/ard,  MBA  '58 

finance 

31 

17 

461 

62 

Toledo  OH 

U  of  Toledo,  BS  '51 

finance 

20 

758 

75 

Golden  CO 

Princeton,  BS  ■38yMSCE  '39 

technical 

S3 

22 

323 

45 

Chicago  IL 

Dallas,  BA'68/TexasA4M,PhO '71 

finance 

15 

205 

56 

Cornmg  NY 

Harvard.  A6  '58/MBA  '62 

administratran 

30 

666 

56 

Pittsburgh  PA 

San  Diego  State,  BA  '59 

sales 

7 
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Salary 
($000) 

+  bonus 
%  change 

Comp< 

other 
($000) 

Stock  owned 
%             mktval 
($mil) 

Company  data^ 
sales            profits 
($mil)           ($mil) 

Company 

stock  gains 
($000) 

total 
($000) 

5-yr  total 
($000) 

$9502 

-5% 

— 

— 

$950 

$3,983 

7.07% 

$169.0 

$806 

$103 

Circus  Circus 

275 

53 

$17 

— 

292 

NA 

3.28 

704 

244 

59 

Cisco  Systems 

497 

47 

— 

— 

497 

NA 

6 

7 

533 

3 

Citadel  Holding 

1,219 

1 

126 

— 

1,345 

7,625 

0.16 

10.8 

31.839 

-914 

Citicorp 

3752 

NA 

25 

— 

400 

NA 

_JB 

7 

236 

3 

Citizens  First  Bncp 

8002 

NA 

— 

— 

800 

NA 

-6t 

7 

548 

112 

Citizens  Utilities 

1,000 

-3 



— 

1.000 

10,733 

15.74 

66.6 

437 

-21 

City  National 

870 

8 

249 

— 

1,118 

8,684 

0.21 

5.3 

1,679 

62 

Clorox 

975 

8 

47 

$231 

1,253 

5,187 

0.12 

1.4 

2,941 

-261 

CMS  Energy 

593 

-8 

— 

— 

593 

3,379 

0.11 

0.2 

880 

42 

Coast  Savings  Fin! 

862 

-6 

46 

913 

1.822 

5,2303 

0.07 

1.7 

9,549 

96 

Coastal  Corp 

3,142 

0 

1,515 

— 

4.657 

28,924 

0.59 

316.1 

11,572 

1,618 

Coca-Cola 

7502 

NA 

— 

— 

750 

NA 

7.51 

''7.9 

4,051 

-82 

Coca-Cola  Enterprises 

1,748 

12 

102 

— 

1.849 

13,743 

0.12 

8.9 

6,060 

125 

Colgate-Palmolive 

450 

24 

4 

30 

485 

1,878 

1.00 

3.5 

395 

11 

Colorado  Natl  Bkshs 

589 

-14 

23 

— 

612 

4,028 

0.07 

0.5 

2,577 

-795 

Columbia  Gas  System 

645 

22 

896 

1.907 

3.4488 

9,929 

9.26 

166.3 

721 

-156 

Comcast 

896 

-42 

2 

— 

897 

8,000 

22.96 

123.4 

2,197 

66 

Comdisco 

886 

4 

— 

191 

1.077 

3,341* 

0.14 

2.6 

1,401 

153 

Comenca 

526 

-3 

5 

520 

1,050 

2,977 

1.33 

9.3 

594 

60 

Commerce  Bcshs 

297 

0 

67 

— 

364 

2,149 

1.95 

1.5 

542 

42 

Commercial  Federal 

671 

11 

85 

— 

756 

2,836 

6 

0.4 

6,276 

95 

Commonwealth  Ed 

1,166 

NA 

648 

— 

1,814 

NA 

6 

7 

3,271 

131 

Compaq  Computer 

2,138 

10 

12 

— 

2.150 

8,346 

4.38 

112.5 

1,438 

173 

Computer  Associates 

870 

14 

4 

— 

874 

6.157 

0.92 

10.1 

1,945 

66 

Computer  Sciences 

2,463 

52 

5,228 

2,101 

9.792 

25.791 

1.09 

65.4 

20,459 

364 

ConAgra 

885 

-37 

29 

— 

914 

3.468 

2.74 

30.9 

1,599 

93 

Conner  Peripherals 

2,150 

-12 

— 

432 

2,5820 

8,422 

3.07 

19.9 

1,392 

121 

Conseco 

803 

27 

— 

— 

803 

NA 

_6 

0.3 

5,873 

567 

Consolidated  Edison 

623 

NA 

1 

— 

624 

NA 

_6 

7 

4,082 

-40 

Consol  Freightways 

593 

12 

101 

83 

777 

3,194 

0.06 

1.8 

2,607 

169 

Consol  Natural  Gas 

448 

5 

5 

— 

453 

2.116 

3.14 

54.5 

872 

91 

Consolidated  Papers 

1,007 

26 

— 

— 

1.007 

NA 

0.01 

0.4 

3,252 

-207 

Consolidated  Rail 

343 

NA 

— 

— 

343 

NA 

6 

7 

5,551 

-306 

Continental  Airlines 

583 

-34 

4 

— 

588 

4.106 

0.17 

1.6 

2,301 

-76 

Continental  Bank 

681 

-25 

40 

— 

721 

5.462 

0.04 

0.5 

5,425 

56 

Continental  Corp 

756 

-16 

169 

— 

925 

3.2073 

0.23 

1.1 

1.525 

-9 

Control  Data 

1.124 

-16 

5,095 

— 

6,219 

15,819 

0.20 

12.8 

6.163 

393 

Cooper  Industries 

718 

10 

42 

126 

886 

NA 

0.66 

14.3 

1,001 

79 

Cooper  Tire  &  Rubt>er 

300 

NA 

27 

— 

327 

NA 

_•* 

7 

1,917 

24 

Adolph  Coors 

911 

14 

278 

2 

1,191 

4,864 

0.06 

1.6 

2,386 

228 

CoreStates  Financial 

982 

7 

37 

691 

1,709 

7.582 

0.68 

49,3 

3.259 

311 

Corning 

418 

1 

84 

— 

502 

1.782* 

2.50 

105.1 

5,614 

92 

Costco  Wholesale 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue.  Apr.  27.  1992.  ^Annualized  salary.  ^Three-year  total.  *Four-year  total.  'Less  than 
0.01%.  'Lessthan  $100,000.  •Prior-year  data.  NA:  Not  available.  *Sharesareheldmafamilytrust.  tOwns60%of  Century  Communications,  which  owns 
2%  of  Citizens  Utilities. 
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RPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 

Rank 

among 
800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

CPC  International/Charles  R  Shoemate 

290 

52 

La  Harpe  IL 

Western  Illinois  Univ,  BS  '62/Chicago.  MBA  72 

operations 

30 

Cray  Research/John  A  Rollwagen 

637 

51 

Minneapolis  MN 

MIT,  BS  ■62/Harvard,  MBA  '64 

marlteting 

17 

Crestar  Financial/Richard  G  Tilghman 

626 

51 

NortolkVA 

Virginia,  BA  '63 

banking 

25 

Crown  Central  Pet/Henry  A  Rosenberg  Jr 

577 

62 

Pittsburgh  PA 

Hobart,  BA  '52 

administration 

40 

Crown  Cork  &  Seal/William  J  Avery 

693 

51 

Chicago  IL 

Chicago,  BS  '68 

operations 

33 

CSF  Holdings/Charles  B  Stuzin 

635 

50 

Miami  PL 

Florida,  BS  •64/Miami,  JD  '67 

legal 

18 

CSX/John  W  Snow 

99 

52 

Toledo  OH 

U  of  Toledo,  BA'62/Virginia,  PhD '65 

legal 

15 

Cullen/Frost  Bankers/Thomas  C  Frost 

732 

64 

San  Antonio  TX 

Washington  &  Lee,  BS  '50 

banking 

42 

Cummins  Engine/Henry  B  Schactit 

149 

57 

Erie  PA 

Yale,BS'56/Harvard;MBft'62 

administration 

28 

Cyprus  Minerals/Calvin  A  Campbell  Jr 

667 

57 

Detroit  Ml 

Williams,  AB  '56/Michigan,  JD  '61 

operations 

_2 

_2 

Dana/Southwood  J  Morcott 

529 

54 

Covington  GA 

Davidson,  BA  '60/Michigan,  MBA  '63 

operations 

29 

Data  General/Ronald  Skates 

417 

50 

Kansas  City  MO 

Harvard,  AB  •63/MBA  '65 

finance 

6 

Dauphin  Deposit/William  J  King 

624 

63 

Philadelphia  PA 

Pennsylvania,  BBA  '74/La  Salle  U,  MBA  '80 

banking 

13 

Dayton  Hudson/Kenneth  A  IVIacke 

238 

53 

Templeton  lA 

Drake,  BS  '61 

sales 

31 

Dean  Foods/Howard  M  Dean 

416 

55 

Hinsdale  IL 

Southern  Methodist,  BBA  '60/Northwestern,  MBA  '61  administration 

37 

Deere  &  Co/Hans  WBecherer 

482 

57 

Detroit  Ml 

Trinity  College  CT,  BA  '57/Harv3rd,  MBA  '62 

marketing 

30 

Delmarva  Power  &  Lt/Nevius  M  Curtis 

662 

62 

Holyoke  MA 

Haverford,  BA  '51/Stanford,  MBA  '56 

administration 

14 

Delta  Air  Lines/Ronald  W  Allen 

367 

50 

Atlanta  GA 

Georgia  Tech,  BSIE  '64 

administration 

29 

Deluxe/Harold  V  Haverty 

336 

62 

Detroit  Ml 

operations 

38 

Deposit  Guaranty/Emerson  B  Robinson  Jr 

689 

50 

Centreville  MS 

Davidson,  BS  '63/Harvard,  MBA  '67 

banking 

25 

Detroit  Edison/John  E  Lobbia 

647 

50 

Chicago  IL 

U  of  Detroit,  BSEE  '64 

technical 

28 

Dial/John  W  Teets 

82 

58 

Elgin  IL 

administration 

28 

11 

Diamond  Shamrock/Roger  R  Hemminghaus 

324 

55 

St  Louis  MO 

Auburn,  BS  '58 

technical 

8 

Digital  Equipment/Kenneth  H  Olsen^ 

411 

66 

Bridgeport  CT 

MIT,  BS  •50/MS  '52 

technical 

35 

35 

Dillard  Dept  Stores/William  T  Dillard  Sr' 

112 

77 

Mineral  Spr  AR 

Arkansas,  BBA  •35/Columbia,  MS  '37 

sales 

53 

53 

Dime  Savings  Bank  FSB/Richard  D  Parsons 

644 

44 

Brooklyn  NY 

U  of  Hawaii,  BA'68/Union,JD '71 

legal 

4 

Discount  Corp  of  NY/Raphael  de  la  Gueronniere 

667 

40 

Hm  Orleans  LA 

Brown,  BA  '74 

finance 

1 

Walt  Disney/IVIichael  D  Eisner 

31 

50 

New  York  NY 

Denison,  BA  '64 

operations 

8 

Dole/David  H  Murdock 

295 

69 

Kansas  City  MO 

finance 

10 

Dominion  Bankshares/Warner  N  Dalhouse 

618 

57 

Roanoke  VA 

Virginia,  BS  '56 

marketing 

36 

11 

Dominion  Resources/Thos  E  Capps 

569 

56 

Wilmington  NC 

N  Carolina,  BA  '58/JD  '65 

legal 

8 

RR  Donnelley  &  Sons/John  R  Waiter 

522 

45 

Pittsburgh  PA 

Miami  of  OH,  BS  '69 

marketing 

23 

Dover/Gary  L  Roubos 

421 

55 

Denver  CO 

Colorado,  BS  '59/Harvard.  MBA  '63 

operations 

22 

11 

Dow  Chemical/Frank  P  Popoff 

289 

56 

Bulgaria 

Indiana,  BS  '57/MBA  '59 

marketing 

33 

Dow  Jones/Peter  R  Kann 

525 

49 

Princeton  NJ 

Harvard,  BA  '64 

journalism 

29 

Downey  S&L  Assn/Robert  L  Kemper 

711 

63 

Sacramento  CA 

Santa  Clara  U.  BS  '50 

banking 

1 

DPLyPeter  H  Forster 

270 

49 

Germany 

Wisconsin,  BS  '64/Columbia,  JD  '72 

operatrans 

19 

DQE/Wesley  W  von  Schack 

612 

48 

Wantagh  NY 

Fordham,  AB  '65/Pace,  PhO  '90 

finance 

8 

Dresser  Industries/John  J  Murphy 

211 

60 

Olean  NY 

Rochester  Ins  Tech,  AAS  '52/30  Methodist.  MBA  '81 

operations 

40 

Dreyfus/Hovvard  Stein 

224 

65 

Nev»YorkNY 

finance 

37 

21 

El  du  Pont  de  Nemours/Edgar  S  Woolard  Jr 

275 

58 

Washington  NC 

N  Carolina  St.  BS  '56 

operations 

34 

Duke  Power/Wiliinm  S  Lee 

109 

62 

Charlotte  NC 

Princeton.  BS  '51 

technical 

37 

10 

Dun  &  Bradstreet'Cliarles  W  Moritz 

147 

55 

Washington  DC 

Yale.  BA '58 

martdinc 

32 

'Company  founder.      f4ew  CEO.  less  than  six  months'  service. 
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Bnsation 

stock  gains 
($000) 

total 
($000) 

5-yr  total 
($000) 

Stock  owr)ed 
%             mkt  val 
($mil) 

CkMnpany  data^ 
sales            profits 
($mil)           ($mil) 

Company 

Salary 
($000) 

+  bonus 
%  change 

other 
($000) 

$921 

— 

$409 

— 

$1,330 

NA 

0.03% 

$1.6 

$6,189 

$373 

CPC  International 

531 

3% 

10 

— 

541 

$5,516 

0.10 

1.0 

862 

113 

Cray  Research 

506 

4 

15 

$32 

554 

2,681 

0.14 

1.1 

1,211 

34 

Crestar  Financial 

627 

-36 

10 

— 

637 

3.789 

0.20 

0.4 

1.765 

-6 

Crown  Central  Pet 

462 

8 

3 

— 

466 

3.0773 

0.18 

5.1 

3.807 

128 

Crown  Cork  &  Seal 

505 

0 

38 

— 

543 

2,398 

33.09 

15.8 

381 

22 

CSF  Holdings 

1,235 

15 

403 

1,463 

3.101 

6,788* 

0.19 

11.6 

8,636 

-76 

CSX 

368 

3 

31 

— 

399 

1,813 

3.68 

8.8 

289 

0 

Cullen/Frost  Bankers 

450 

2 

1,728 

— 

2,178 

6,118 

0.18 

1.7 

3,406 

-66 

Cummins  Engine 

5002 

1 

NA 

— 

— 

500 

NA 

0.03 

0.3 

1.679 

43 

Cyprus  Minerals 

574 

44 

150 

— 

724 

2,4933 

0.10 

1.7 

4.591 

14 

Dana 

818 

105 

— 

163 

981 

NA 

0.03 

7 

1,212 

77 

Data  General 

'           550 

19 

2 

5 

557 

2.204 

0.12 

0.6 

334 

46 

Dauphin  Deposit 

1,165 

-29 

406 

— 

1,571 

9,820 

0.09 

4.2 

16.115 

301 

Dayton  Hudson 

743 

13 

94 

153 

989 

5,528 

1.13 

11.1 

2,168 

73 

Dean  Foods 

654 

-36 

169 

— 

823 

2,9683 

0.03 

1.0 

7,069 

3 

Deere  &  Co 

434 

34 

— 

72 

506 

1,813 

0.01 

0.1 

845 

81 

Delman/a  Power  &  Lt 

509 

-32 

567 

— 

1,075 

5,338 

0.02 

0.6 

10,020 

-240 

Delta  Air  Lines 

797 

11 

71 

278 

1,145 

3,701 

0.06 

2.1 

1,474 

183 

Deluxe 

460 

81 

12 

— 

472 

1,454 

0.46 

1.4 

446 

32 

Deposit  Guaranty 

522 

18 

— 

— 

522 

.1,2873 

_6 

0.3 

3.592 

568 

Detroit  Edison 

2,161 

6 

1,399 

— 

3,559 

14.255 

0.49 

7.3 

3.310 

-5 

Dial 

647 

-3 

46 

493 

1,187 

3,648 

0.28 

1.5 

2.576 

37 

Diamond  Shamrock 

995 

1 

— 

— 

995 

13.816 

1.87 

107.3 

14.238 

-865 

Digital  Equipment 

1,780 

9 

— 

1,036 

2,816 

8.912 

3.86 

176.3 

4.036 

206 

Dillard  Dept  Stores 

525 

20 

— 

— 

525 

NA 

0.34 

0.4 

1.011 

-51 

Dime  Savings  Bank  FSB 

5002 

NA 

— 

— 

500 

NA 

0.25 

0.2 

266 

-14 

Discount  Corp  of  NY 

5.442 

-52 

7 

— 

5,449 

73.125 

0.30 

58.9 

6,627 

674 

Walt  Disney 

1,305 

0 

— 

— 

1,305« 

7.101 

22.40 

450.0 

3,216 

134 

Dole 

559 

0 

10 

— 

569 

3.068 

0.17 

0.9 

1,030 

21 

Dominion  Bankshares 

643 

5 

7 

4 

654 

NA 

0.01 

0.8 

3,786 

460 

Dominion  Resources 

644 

-16 

100 

— 

744 

3.034* 

0.09 

3.7 

3,915 

205 

RR  Donnelley  &  Sons 

765 

-1 

43 

155 

964 

5,726 

0.11 

2.5 

2,196 

128 

Dover 

1,059 

15 

262 

— 

1.331 

9,520 

0.03 

4.8 

18.807 

942 

Dow  Chemical 

730 

— 

1 

— 

731 

NA 

0.02 

0.7 

1,725 

72 

Dow  Jones 

4252 

NA 

— 

— 

425 

NA 

0.01 

7 

340 

25 

Downey  SAL  Assn 

705 

15 

688 

— 

1,392 

3,592 

0.02 

0.3 

996 

119 

DPI 

576 

24 

— 

— 

576 

1,880 

0.02 

0.3 

1.199 

134 

DQE 

1,071 

-3 

616 

— 

1,686 

7.247 

0.07 

1.9 

4.607 

136 

Dresser  Industries 

1,113 

-53 

515 

— 

1,628« 

13,717 

3.00 

43,7 

282 

68 

Dreylus 

1,356 

-10 

7 

21 

1,383 

6,830* 

0.07 

23,3 

38.151 

1.403 

El  du  Pont  de  Nemours 

625 

4 

2,222 

— 

2,847 

6.225 

0.05 

3.6 

3,817 

584 

Duke  Power 

1.629 

11 

575 

— 

2.204 

11.356 

0.04 

4.0 

4,643 

509 

Dun  &  Bradstreet 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory 

issue.  Apr.  27, 

1992.    ^Annualized  salary. 

'Three-year 

total.    *l 

-  our-year  tola  1 .    'Less  than 

0.01%.     'Less  than  $100,000.    'Prior-year  data.     NA:  Not  available. 
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INTRODUCING  THE  MOST  EXTRAORDINARYl 
NEW  TIRE  YOU'VE  EVER  SEEN. 


AQUATRED.  ONLY  FROM  GOODYEAR. 


I 


CHNOLOGY  MAKES  IT  DIFFERENT. 

ET  TRACTION  MAKES  IT  SUPERIOR. 

There  has  never 

been  a  tire  quite  like 

Aquatred. 

It  is  an  all-season 
radial.  But  one  with  a 

The  Aquatred 

Zontact  Patch:' the      major  difference. 

key  to  the  tire's 

performance.  It's  designed  to  be 

)thing  less  than  the 
est  wet-weather 
idial  you  have  ever 
ut  on  your  car. 

To  achieve  that 
reakthrough  goal 
)ok  some  new  thinking,  and  some  very 
ew,  very  advanced  technology. 

The  result  is  Aquatred,  a  Goodyear 
xclusive.  And  a  visibly  different  tire. 

Aquatred  works.  In  a  way  that  you 
an  feel  and  appreciate.  In  stopping,  start- 
iig,  cornering,  steering.  In  every  facet  of 
wet-weather  driving. 

Yet,  while  you  gain  so  much  from 
Aquatred  in  the  wet  you  sacrifice  abso- 
utely  nothing  in  the  dry. 

In  fact,  driving  on  the  new  Aquatred 
feels  no  different  than  driving  on  an\ 


other  top-quality  all-season  radial.  Until 
it  rains.  Then  you'll  know  the  difference. 

As  well  as  offer- 
ing you  outstanding 


^ 
m^. 


wet  traction,  Aquatred  also  offers  full  year- 
round  performance.  In  all  kinds  of  weather. 
And,  as  confirmation  of  its  quality, 
the  Goodyear  Aquatred  comes  with  a 
60,000  mile  tread-life  warranty. 

Best  news  of  all, 
Aquatred  is  available 
in  a  range  of  sizes. 

Including  sizes  to 
fit  the  ever-growing 
number  of  mini-vans. 
Your  Goodyear  retailer  has  all  the 
details.  Or,  for  a  free  brochure,  write 
The  Goodyear  Tire  (^ 
Rubber  Com 
pan  y,  P.  O  . 
Box  9197, 
Des  Moines, 
lA  50301- 
8999. 

Exclusive, 
new  all-season 
Goodyear  Aquatred.  Technology  makes  it 
different.  Wet  traction  makes  it  superior. 


•  The  deep  Aqtu- 
Channel  eiucuates 
II  -ater,  u  'hich  git  vs 
superior  wet- 

u  vather  traction. 

•  A  neif  ctyetnical 
ingredient,  SIBR. 
contributes  to  uvt- 
uvather  grip. 

•  Aquatred  is 
made  and  designed 
so  uvll,  it  comes 
unth  a  60.000  mtle 
tread  warranto 


^ 


GOOD^YCAR 

1  HE  BEST  TIRES  IN  THE  WORLD  HAVE  GOODYEAR  WRITTEN  ALL  OVER  THEM. 


■1  KiilMil:!!!:! 

>'<l4;U)^i1^1/;[i^ilLliV;i4;llill:l}i]JI^ 

^ 

■f 

Company/Chief  executive 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

Ouracell  Intl/C  Robert  Kidder 

533 

47 

Freeport  NY 

Michigan,  BS  '66/lowa  St,  MS  '68 

finance 

15 

8 

E-Systems/E  Gene  Keiffer 

377 

62 

Dallas  TX 

Southern  Methodist,  BSEE  ■55/MSEE  '62 

technical 

42 

Eastman  Kodak/Kay  R  Whitmore 

322 

59 

Salt  Lake  City  UT 

Utah,  BS  ■57/MIT,  MS  '75 

technical 

35 

Eaton/William  E  Butler 

613 

61 

Waterloo  IL 

lllmois,  BS  '56 

operations 

35 

Echlin/Frederick  J  Mancheski 

523 

65 

Stevens  Point  Wl 

Wisconsin,  BS  '48 

operations 

29 

23 

Edison  Bros  Stores/Andrew  E  Newman 

376 

47 

St  Louis  MO 

Harvard,  6A  '66/MBA  '68 

sales 

22 

AG  Edwards/Benjamin  F  Edwards  ill 

583 

60 

St  Louis  MO 

Princeton,  BA  '53 

finance 

36 

25 

EG&G/John  M  Kucharski 

403 

56 

Milwaukee  Wl 

Marquette,  BS  '58/George  Washington,  JO  '65 

technical 

20 

Emerson  Electric/Charles  F  Knight 

184 

56 

Lake  Forest  IL 

Cornell,  BME  '58/MBA  '59 

administration 

19 

19 

Engeihard/Orin  R  Smith 

28 

56 

Newark  NJ 

Brown,  BA  '57/Seton  Hall,  MBA  '64 

marketing 

15 

Enron/Kenneth  L  Lay 

42 

50 

Tyrone  MO 

Missouri,  BA  '64/Houston,  PhD  '70 

operations 

8 

Enserch/William  C  McCord 

536 

64 

San  Antonio  TX 

Texas  A&M,BS '49 

technical 

43 

21 

Entergy/Edwin  Lupberger 

512 

55 

Atlanta  GA 

Davidson,  AB  '58/Emorv,  MBA  '63 

finance 

13 

Equifax/C  B  Rogers  Jr 

538 

62 

New  York  NY 

Gettysburg,  BA  '51/George  Washington,  MBA  '62 

administration 

5 

Equimark/Gary  W  Fiedler 

650 

47 

Elizabeth  NJ 

Carnegie-Mellon,  BS  '69 

Linking 

2 

Equitable  of  Iowa/Frederick  S  Hubbell 

600 

41 

Des  Moines  lA 

N  Carolina,  BA  ■73/U  of  Iowa,  JD '76 

legal 

9 

Equitable  Resources/Donald  1  Moritz 

383 

64 

McKeesport  PA 

Pittsburgh,  BS  '48/10  '51 

legal 

40 

14 

Ethyl/Floyd  D  Gottwald  Jr 

399 

69 

Richmond  VA 

Va  Military  Inst,  BS  '43/Richmond,  MS  '51 

administration 

49 

22 

Exxon/Lawrence  G  Rawl 

13 

64 

Lyndhurst  NJ 

Oklahoma,  BS  '52 

technical 

40 

Farm  &  Home  Finl/John  Morton  III 

— 

48 

Orange  NJ 

US  Naval  Acad,  BS  '67/Han/ard,  MBA  '73 

banking 

_2 

_2 

Federal  Express/Frederick  W  Smith'' 

564 

47 

Marks  MS 

Yale,  BA  '66 

technical 

21 

21 

Federal  Home  Loan  Mtg/Leland  C  Brendsel 

246 

50 

Sioux  Falls  SD 

Colorado,  BS  '67/Northwestern,  PhO  '73 

finance 

10 

Federal  Natl  Mortgage/James  A  Johnson 

139 

48 

Benson  MN 

Minnesota,  BA  '65/Princeton,  MA  '68 

finance 

2 

Federal  Paper  Board/John  R  Kennedy 

110 

61 

New  York  NY 

Georgetown,  BS  '52 

sales 

41 

17 

Federated  Dept  Strs/Allen  1  Questrom 

164 

52 

Boston  MA 

Boston  U,  BA  '64 

administration 

2 

Fifth  Third  Bancorp/George  A  Schaefer  Jr 

476 

47 

Cincinnati  OH 

US  Military  Acad,  BS'67/Xavier,  MBA '74 

banking 

21 

Fina/Ron  W  Haddock 

681 

51 

St  Elmo  IL 

Purdue,  BS  '63 

administratKMi 

6 

First  Alabama  Bcshs/J  Stanley  Mackin 

586 

59 

Birmingham  AL 

Auburn,  BS  '54 

finance 

26 

First  American  Corp/Dennis  C  Bottorft 

727 

47 

Clarksville  IN 

Vanderbilt,  BE  '66/Northwestern,  MBA  '68 

administration 

I 

First  Bancp  Ohio/Howard  L  Flood 

757 

57 

Staten  Island  NY 

banking 

29 

First  Bank  System/John  F  Grundhofer 

274 

53 

Los  Angeles  CA 

Loyola,  BA  '60/USC,  MBA  '64 

banking 

2 

First  Chicago/Richard  L  Thomas 

619 

61 

Marion  OH 

Kenyon,  BA  '53/Harvard,  MBA  '58 

banking 

34 

_i 

First  Citizens  Bcshs/Lewis  R  Holding 

707 

64 

Smithfield  NC 

N  Carolina,  BS  '50/Harvard,  MBA  '52 

finance 

39 

35 

First  City  Bncp  Texas/C  Ivan  Wilson 

493 

64 

Kern/ille  TX 

Southwest  Texas  State,  BS  49 

banking 

28 

First  Commerce/Ian  Arnof 

580 

52 

McCrory  AR 

Vanderbilt,  BA  'ei/Harvard,  MBA  63 

banking 

14 

First  Empire  State/Robert  G  Wilmers 

638 

58 

New  York  NY 

Han/ard,  BA  '56 

banking 

10 

First  Fidelity  Bncp/Anthony  P  Terracciano 

207 

53 

Bayonne  NJ 

St  Peter's,  BS  'eO/Fordham,  MA  '62 

banking 

2 

First  Financial  Mgmt/Patrick  H  Thomas 

70 

49 

Atlanta  GA 

Georgia  St.  BS'60/MS '61 

banking 

21 

18 

First  Florida  Banks/Paul  M  Homan 

768 

52 

Cedar  Rapids  NE 

Nebr  Lincoln,  BA  '62/MA  '66 

banking 

I 

First  Hawaiian/Walter  A  Oods  Jr 

388 

51 

Honolulu  HI 

U  of  Hawaii,  BBA  '67 

marhetini 

23 

First  Interstate  Bncp/Edward  M  Carson 

472 

62 

Tucson  AZ 

Arizona  St,  BS  '51/Stonier  Banking,  MBA  '63 

banking 

41 

First  of  America  Bank/Daniel  R  Smith 

410 

58 

Kalamazoo  Ml 

Western  Michigan,  BBA  '55 

banking 

36 

First  Security/Spencer  F  Eccles 
;  'Company  founder,    ^Uew  CEO,  less  than 

682 
six  months 

57 
service. 

Ogden  UT 

Utah,  BS  '56/Columbia,  MA  '59 

banking 

33 

10 

200 

Ftirbcs 

■  Mjv25,  iw: 

....*:.. 

Stock  owned 
%             mkt  val 
($mil) 

Company  data^ 
sales            profits 
($mil)           ($mil) 

Company 

Salary 
($000) 

+  bonus 
%  change 

other        stock  gains 
($000)         ($000) 

total 
($000) 

5-yr  total 
($000) 

$707 

9% 

$4 

— 

$711 

NA 

0.21% 

$5.7 

$1,589 

$114 

Duracell  IntI 

958 

8 

4 

$92 

1.054 

$3.5553 

0.15 

1.6 

1,991 

110 

E-Systems 

1.146 

-19 

— 

49 

1.195 

NA 

_» 

0.9 

19,419 

17 

Eastman  Kodak 

469 

NA 

106 

— 

575 

NA 

0.03 

0.8 

3,381 

74 

Eaton 

542 

12 

1 

98 

740 

4,250 

0.89 

8.9 

1,681 

44 

Echlin 

867 

11 

— 

188 

1,055 

3,656 

1.57 

12.3 

1,385 

61 

Edison  Bros  Stores 

« 

600 

897 

1.804 

1.209 

1,754 

650 

642 
699 
425 
542 
458 
968 

1,813 
NA 
662 
1,041 
1.080 
1.554 

1.995 
703 
484 
510 
4002 
326 

1.009 
552 
434 
530 
623 
529 

904 
3.764 
3002 
1,034 
665 
996 
456 


-i 

77 

2 

6 

14 

-34 

-13 
8 

NA 

14 

-1 

3 

17 
NA 
14 
96 

-14 

NA 
20 
-9 
14 
NA 
5 

35 
NA 
18 
NA 
41 
10 

NA 
50 
NA 
20 

-27 
9 

-13 


21 

42 
910 
920 


110 

6 

94 

583 
10 

93 


480 
1,130 


29 
63 

35 

4 

374 

17 

5 

259 
11 
10 

37 
!60 

197 
27 


106 

3,710 

2,110 

51 


55 


30 


7,453 


143 
,288 


77 
74 


758 


621 
1,002 
1,846 
5,830 
4,784 

709 

752 
705 

519 

597 

1,041 

1,008 

9,358 

662 

1,521 
2,353 
2,842 

2,024« 
844 
484 
619 
400 
330 

1,384 
569« 
439 
789 
634 
539 

1,699 
3,924 
300 
1.034 
863 
996 
483 


4,364 
3,291 
11,681 
11,951 
12,072 
6,212 

3.003 
NA 
NA 
1,4523 
4,189 
5,787 

19,390 
NA 
3,201 
2,5023 
NA 
12,058 

NA 
NA 

2,638* 
NA 
NA 

1,490 

NA 

NA 

1.743 

NA 

2,409 

2,306 

NA 
15,180 

NA 
2,6113 

NA 
3,785 
2,168 


2.08 
0.07 
0.23 
0.42 
0.26 
0.04 

6 

0.30 
0.08 
1.42 
0.34 
5.01 

0.02 

7.98 
0.03 
0.02 
2.23 


0.14 
^e 

0.23 
0.26 
0.09 

0.05 
0.31 
14.69 
0.27 
0.43 
7.50 

0.06 
0.% 
0.03 
0.83 
0.03 
0.12 
3.28 


18.5 
1.0 

27.0 
7.1 
9.9 
0.3 

0.2 
4.5 
0.1 
5.8 
2.6 
167.6 

14.3 
7 

188.9 
2.0 

3.1 
30.6 


3.6 
7 

2.2 
1.4 
0.5 

1.1 
7.2 
43.0 
7 

2.2 

65.5 

1.5 
14.8 
0.2 
7.0 
0.9 
1.4 
26.5 


851  92  AG  Edwards 

2,689  81  EG&G 

7,443  638  Emerson  Electric 

2,436  88  Engeltiard 

13.520  242  Enron 

2,835  19  Enserch 

4,051  482  Entergy 

1,094  54  Equifax 

355  -8  Equimark 

731  31  Equitable  of  Iowa 

680  64  Equitable  Resources 

2,575  207  Ettiyl 


102.847  5,600  Exxon 

330  17  Farm  &  Home  Finl 

7,573  -119  Federal  Express 

4,262  555  Federal  Home  Loan  Mtg 

13.347  1,455  Federal  Natl  Mortgage 

1,435  82  Federal  Paper  Board 

7,052  0  Federated  Dept  Strs 

885  138  Fifth  Third  Bancorp 

3,336  42  Fina 

659  78  First  Alabama  Bcshs 

585  17  First  Amencan  Corp 

360  40  First  Bancp  Ohio 

1,821  190  First  Bank  System 

4,830  116  First  Chicago 

492  29  First  Citizens  Bcshs 

1,144  -225  First  City  Bncp  Texas 

478  34  First  Commerce 

851  67  First  Empire  State 

2,778  221  Fir^t  Fidelity  Bncp 

1,507  89  First  Financial  Mgmt 

561  -42  First  Florida  Banks 

578  82  First  Hawaiian 

5,093  -288  First  Interstate  Bncp 

1,434  135  First  of  Amenca  Bank 

707  60  First  Security 


ii 


I 


'SalesandprofitsasreportedinttieForbesSGOsAnnualDirectoryissue,  Apr.  27,  1992.    'Annualized  salary.    Three-year  total.    *Four-year  total     'Less  than 
0.01%.    ^Less  than  $100,000.    •Prior-year  data.    »New  CEO;  cash  compensationis  for  another  executive  off  ice.    NA:  Not  available. 
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CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE                                 r 

Company/Chief  executive 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

First  Tennessee  Natl/Ronaid  Terry 

415 

61 

Memphis  IN 

Memphis  St,  BS  '52 

banking 

35 

19 

First  Union/Edward  E  Crutchfield  Jr 

385 

50 

Dearborn  Ml 

Davidson,  BA  '63/Pennsylvania,  MBA  '65 

banking 

27 

8 

First  Virginia  Banks/Robert  H  Zaiokar 

340 

65 

West  Mineral  KS 

Kansas,  BS  '50 

banking 

37 

7 

Firstar/Roger  L  Fifzsimonds 

494 

54 

Milwaukee  Wl 

Wis  Milw,  BA  '60/MBA  '71 

banking 

28 

1 

FirstFed  Finl/William  S  Mortensen 

186 

59 

Philadelphia  PA 

use,  BS  '54 

bankmg 

37 

9 

FirstFed  Michigan/C  Gene  Harling 

616 

46 

Gainesville  PL 

Florida,  BBA'68/Wayne  State,  MBA '69 

finance 

13 

2 

FirsTier  Financial/David  A  Rismiller  699  56  Baltimore  MD 

Fleet  Financial/Terrence  Murray  257  52  WoonsocketRI 

Fleming  Cos/E  Dean  Worries  384  63  Tescott  KS 

FlightSafety  Intl/Albert  L  Ueltschi^  745  75  Frankfort  KY 

Florida  Progress/Jack  B  Critchfield  601  59  Rockwood  PA 

Fluor/Leslie  G  McCraw/  92  57  Sandy  Springs  SO 

FMC/Robert  N  Burt  527  55  LakewoodOH 

Food  Lion/Tom  E  Smith  380  51  Salisbury  NO 

Ford  Motor/Harold  A  Poling  339  66  Troy  Ml 

Forest  Labs/Howard  Solomon  724  64  New  York  NY 

Fortune  Bancorp/John  R  Torell  III  785  52  West  Hartford  CT 

Foster  Wheeler/Louis  E  Azzato  423  61  New  York  NY 

Fourth  Financial/Darrell  G  Knudson  717  54  Centerville  SD 

FPL  Group/James  LBroadhead  342  56  New  Rochelle  NY 

Franklin  Resources/Charles  B  Johnson  636  59  Montclair  NJ 

Freeport-McMoRan/James  R  Moffett  41  53  Houma  LA 

Fruit  of  the  Loom/William  Farley  —  49  PawtucketRI 

Gannett/John  J  Curley  152  53  EastonPA 

Gap/Donald  G  Fisher^  179  63  San  Francisco  CA 

GAT)(/James  J  Glasser  100  57  Chicago  IL 

Geico/William  B  Snyder  249  62  Clarksburg  WV 

GenCorp/A  William  Reynolds  452  58  Columbus  OH 

Genentech/G  Kirk  Raab  354  56  New  York  NY 

General  Cinema/Robert  J  Tarr  242  48  FreeportNY 

General  Dynamics/William  A  Anders  50 

General  Electric/John  F  Welch  Jr  36 

General  Mills/HBAtwaterJr  38 

General  Motors/Robert  C  Stempel  213 

General  Public  Utils/James  R  Leva  746 

General  Re/Ronald  E  Ferguson  185 

General  Signal/Edmund  M  Carpenter  331  50  Toledo  OH 

Genuine  Parts/Lariy  L  Prince  481  53  DyersburgTN 

Georgia  Gulf/Jerry  R  Satrum  610  47  SilvertonOR 

Georgia-Pacific/T  Marshall  Hahn  Jr  138  65  Lexington  KY 

Gerber  Products/Alfred  A  Piergallini  308  45  Martm's  Creek  PA 

Giant  Food/Israel  Cohen'  83  79  Israel 

Gillette/Alfred  M  Zeien  71  62  New  York  NY 


58  Hong  Kong 

56  Pea  body  MA 

61  Minneapolis  I 

58  Trenton  NJ 

60  Boonton  NJ 

50  Chicago  IL 


'Company  founder.    *New  CEO,  less  than  six  months'  service. 


Ohio  St,  BS  '59 
Harvard,  BA  '62 
Kansas,  BS  '52 

Slippery  Rock  U,  BS  '55/Pittsburgh,  MA  '60 
Clemson,  BSCE  '56 

Princeton,  BS  '59/Haivard,  MBA  '64 

Catawba,  BA  64 

Monmouth,  BA  '49/lndiana,  MBA  '51 

CUNY  City,  BA'49/Yale,JD '52 

Princeton,  BA  '61 

CUNY  City.  BS  '52 


Cornell,  BSME  '58/Columbia,  JD  '63 
Yale,  BA  '54 

Texas,  BS  '61/Tulane,  MS  '63 
Bowdoin,  AB  '64/Boston  C,  JD  '69 
Dickinson,  BA  '60/Columbia,  MS  '63 

Calif  Berkeley,  BS  '50 

Yale,AB'55/Harvard,JD'58 

Texas  Tech,  BS  '55 

Harvard,  AB  '55/Stanford,  MBA  '57 

Colgate,  BS  '59 

US  Naval  Acad,  BS  '66/Harvard,  MBA  73 

US  Naval  Acad,  BSEE  '55 
Massachusetts.  BS  '57/lllinois,  PhD  '60 
Pnnceton,  AB  ■52/Stanford.  MBA  '54 
Worcester  Polytech,  BSME  ■55/PhD  '77 
Fairleigh  Dickinson,  BSEE  ^O/Seton  Hall.  JD ' 
Blackburn,  6A  '63/Michigan,  MS  '65 

Michigan,  BSE  '63/MBA  '64 

Oregon  St,  BS  '68 

Kentucky.  BS  ■45/MIT,  PhD  '50 

Lafayette.  BA  '68/Chicago.  MBA  '70 

Webb  Institute.  BS  '52 


banking 

banking 

operations 

technical 

administration 

technical 

administration 

sales 

cjfninistration 

legal 

banking 

technical 

banking 

technical 

finance 

technical 

legal 

journalism 

finance 

legal 

marketing 

administration 

marketing 

finance 

operations 

technical 

marfieting 

technical 

technical 

insurance 

operatiofls 

administratton 

finance 

technical 

marketing 

admimstration 

operations 


4 
30 
37 
41 

9 
17 

19 
22 

41 

15 

2 

40 

1 
3 

35 
22 
16 
22 

23 
31 
15 
8 
7 
16 

2 

32 
34 

34 

23 

4 

34 
7 

17 
3 

56 

24 


3 
10 

4 
41 

2 

2 

1 
6 
2 
15 


3 
21 
8 
7 
6 

23 
14 

7 

7 

2 

1 

1 

11 
U 

2 

_» 

5 

4 

2 

I 


15 
1 


f\ 
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Stock  owned 
%             mkt  val 
($mil) 

Company  data^ 
sales           profits 
($mil)           ($mil) 

Company 

Salary  +  bonus 
($000)       %  change 

other 
($000) 

stock  gains 
($000) 

total 
($000) 

5-yr  total 
($000) 

$670 

36% 

$321 

— 

$991 

$5,792 

0.97% 

$7.8 

$756 

$64 

First  Tennessee  Natl 

650 

8 

388 

— 

1,038 

5,364 

0.08 

3.8 

4,321 

319 

First  Union 

707 

17 

29 

$402 

1,138 

3,607 

0.25 

2.3 

588 

70 

First  Virginia  Banks 

708 

— 

34 

42 

784 

NA 

0.08 

1.2 

1,254 

134 

Firstar 

494 

2 

— 

1,328 

1,822 

3,509 

1.10 

2.4 

304 

28 

FirstFed  Fin! 

500 

23 

72 

— 

573 

NA 

0.02 

r 

950 

34 

FirstFed  Michigan           JD 

431 

19 

21 

— 

453 

1,1313 

0.12 

0.4 

293 

33 

FirsTier  Financial 

1,402 

85 

54 

— 

1,456 

8,542 

0.17 

6.0 

4,439 

98 

Fleet  Financial 

764 

12 

276 

— 

1,039 

3,571 

0.21 

2.4 

12,902 

72 

Fleming  Cos 

i         369 

1 

— 

— 

369 

1,473 

33.83 

568.4 

268 

72 

FligtitSafety  IntI 

596 

17 

— 

— 

596 

1,4743 

6 

0.2 

2,075 

172 

Florida  Progress 

1,111 

24 

435 

1,756 

3,302 

7,0613 

0.05 

1.7 

6,580 

164 

Fluor 

1 

620 

NA 

18 

89 

7279 

NA 

0.03 

0.6 

3,899 

173 

^^1 

'          879 

11 

30 

141 

1,050 

3.702 

0.79 

52.6 

6,439 

205 

Food  Lion                    fl 

1,141 

-7 

— 

— 

1,141 

4,6273 

0.05 

9.3 

88,286 

-2.258 

Ford  Motor                   ^| 

401 

18 

— 

— 

401 

4,715 

1.66 

20.6 

228 

47 

Forest  Labs                  ^| 

'          133 

-40 

— 

— 

133 

NA 

0.15 

7 

263 

-12 

Fortune  Bancorp             M 

903 

-12 

— 

60 

963 

3,133 

0.12 

1.2 

1,992 

43 

Foster  Wheeler               H 

386 

NA 

27 

— 

413 

NA 

0.06 

0.3 

416 

23 

Fourth  Financial 

1.120 

29 

13 

— 

1,134 

3,1073 

0.06 

3.7 

5,249 

241 

FPL  Group 

524 

9 

18 

— 

542 

2,451 

20.41 

373,7 

334 

104 

Franklin  Resources 

1,168 

0 

1,527 

2,136 

4,831 

32,930 

0.84 

24.9 

1,579 

97 

Freeport-McMoRan 

NA 

NA 

— 

— 

— 

NA 

16.57 

368.4 

1.628 

111 

Fruit  of  the  Loom 

1,300 

0 

374 

463 

2,136 

9,136 

0.09 

6.1 

3,382 

302 

Gannett 

1,876 

7 

15 

— 

1,8918 

6,921 

24.64 

1,519.5 

2,519 

230 

Gap 

846 

8 

660 

1,593 

3,099 

9,313 

0.74 

3.8 

989 

83 

GATX 

1,000 

1 

495 

— 

1,495 

6,876 

0.27 

8.8 

2,147 

196 

Geico 

870 

6 

38 

— 

908 

11,111 

0.23 

0.9 

1.993 

32 

GenCorp 

870 

29 

231 

— 

1,101 

NA 

0.01 

0.4 

467 

44 

Genentech 

1,518 

NA 

41 

— 

1,559« 

NA 

0.36 

6.0 

3,584 

-257 

General  Cinema             ifl 

4,450 

324 

46 

— 

4,496 

NA 

0.28 

7.6 

8,751 

505 

General  Dynamics 

3,207 

8 

— 

1,894 

5,101 

28,681 

0.02 

14.0 

60,236 

4,435 

General  Electric 

1,431 

0 

687 

2,810 

4,928 

12,302 

0.23 

24.1 

7,607 

493 

General  Mills 

1,000 

15 

675 

— 

1,675 

NA 

^6 

2.7 

123,056 

-4.992 

General  Motors 

330 

NA 

38 

— 

3679 

NA 

6 

0.1 

3,372 

218 

General  Public  Utils 

1,257 

0 

280 

303 

1,841 

7,338 

0.05 

3.5 

3,207 

657 

General  Re 

■^■■H| 

962 

667 

581 

1,500 

916 

1,287 

1,112 


27 
18 

0 

59 
6 


196 


447 

341 

24 

74 


158 

470 

2,233 
2,724 


1,158 
825 
581 
2,416 
1,257 
3,544 
3,910 


4,906* 
2,0063 

NA 
12.075 

NA 
21.597 

NA 


0.10 
0.05 
3.21 
0.21 
0.12 
4.80 
0.12 


1.2 
1.8 
26.0 
12.9 
2.7 
58.5 
13.0 


1.616 
3.435 
838 
11.524 
1.209 
3.397 
4.684 


54 
208 

62 
-79 
106 
102 
427 


General  Signal 
Genuine  Parts 
Georgia  Gulf 
Georgia-Pacific 
Gerber  Products 
Giant  Food 
Gillette 


'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  27.  1992.    'Three-year  total.    *Four-year  total.    "Less  than  0.01%.     'Less  than 
$100,000.    oprior.year  data.    'New  CEO;  cash  compensation  is  for  another  executive  office.    NA:  Not  available. 
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IH 

CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 

^^ 

^■11 

Company/Chief  executive 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years)      j 
with      as 
firm    CEO        1 

PH  Glatfelter/Thomas  C  Norris 

414 

54 

York  PA 

Gettysburg  College,  BA  '60 

administration 

32 

12 

GlenFed/Norman  M  Coulson 

595 

59 

HiltCA 

Cal  St  Long  Beach,  BA  '57/Pepperdine,  MBA  '73 

banking 

35 

5 

Golden  West  Finl/Herbert  M  Sandler^* 

499 

60 

New  York  NY 

CUNY  City,  BSS'51/Columbia,JSD '54 

finance 

29 

29 

BF  Goodrich/John  D  Ong 

233 

58 

UhrichsvilleOH 

Ohio  St,  BA  '54/Han/ard,  LLB  '57 

operations 

31 

•1 

Goodyear/Stanley  C  Gault 

344 

66 

WoosterOH 

Wooster,  BA  '48 

administration 

1 

WR  Grace/J  Peter  Grace 

10 

79 

Manhasset  NY 

Yale,  BA  '36 

finance 

56 

47 

WW  Grainger/David  W  Grainger 

371 

64 

Chicago  IL 

Wisconsin,  BSEE  '50 

administration 

40 

18 

Great  American  Mgmt/Samuel  Zell 

789 

50 

Chicago  IL 

Michigan,  BA  '61/JD  '63 

finance 

11 

9 

Great  A&P  Tea/James  Wood 

9 

62 

England 

Loughborough,  CB  '55 

sales 

12 

12 

Great  Lakes  Bancorp/Robert  J  Delonis 

782 

40 

Detroit  Ml 

Michigan,  BBA  '73 

finance 

10 

_2 

Great  Lakes  Chemical/Emerson  Kampen 

189 

64 

Kalamazoo  Ml 

Michigan,  BS  '51 

operations 

41 

15 

Gt  Western  Financial/James  F  Montgomeiv 

192 

57 

Topeka  KS 

UCW,  BS  '57 

finance 

17 

13 

Greater  NY  Savings/Gerard  C  Keegan 

716 

45 

Brooklyn  NY 

St  Francis  (NY),  BBA  '68 

banking 

21 

-2 

Grumman/Renso  L  Caporali 

579 

59 

Batavia  NY 

Clarkson,  BCE  '54/Princeton,  PhD  '64 

technical 

33 

2 

GTE/Charles  R  Lee 

178 

52 

Pittsburgh  PA 

Cornell,  BA'62/Harvard,  MBA '64 

'■nance 

9 

_2 

Gulf  States  Utils/Joseph  L  Donnelly 

781 

63 

Archbald  PA 

U  of  Scranton,  BS  '50/Pennsylvania,  JD  '53 

finance 

13 

_2 

Halliburton/Thomas  H  Cruikshank 

228 

60 

Lake  Charles  LA 

Rice,  BA  '52/Houston,  MA  '55 

legal 

23 

9 

Hannaford  Bros/Hugh  G  Farrington 

475 

47 

North  Conway  NH 

Dartmouth,  BA  '67/U  of  New  Hampshire,  MA  '68 

administration 

24 

-2 

Hanover  Insurance/John  F  O'Brien 

— 

49 

Brockton  MA 

Harvard,  AB'65/MBA '68 

insurance 

3 

-2 

Harnischfeger  Inds/Jeffery  T  Grade 

528 

48 

Chicago  IL 

III  Tech,  BS  '66/DePaul,  MBA  '72 

finance 

9 

_2 

Harris  Corp/John  T  Hartley 

304 

62 

Jacksonville  FL 

Auburn,  BS  '55 

operations 

36 

6 

Harsco/MalcolmWGambill 

279 

61 

Grumpier  NC 

Yale,  BS  '53 

operations 

37 

5 

Hartford  Steam  Boiler/Wilson  Wilde 

293 

64 

Hartford  CT 

Williams,  BA  '49 

insurance 

38 

21 

Hasbro/Alan  G  Hassenfeld 

58 

43 

Providence  Rl 

Pennsylvania,  BA  '70 

marketing 

22 

3 

Hawaiian  Electric/Robert  F  Clarke 

631 

50 

Oakland  CA 

Calif  Berkeley,  BA  '65/MBA  '66 

finance 

5 

1 

HealthTrust/R  Clayton  McWhorter 

438 

58 

Chattanooga  TN 

Samford  U,  BS  '55 

operations 

22 

5 

Hechinger/John  W  Hechinger  Jr 

651 

42 

Washington  DC 

Boston  C,  BS  '72 

operations 

20 

2 

HJ  Heinz/Anthony  J  F  O'Reilly 

1 

56 

Ireland 

U  of  Dublin,  BCL  '58/U  of  Bradford,  PhD  '80 

marketing 

23 

13 

Hercules/Thomas  L  Gossage 

382 

58 

Nashville  TN 

Georgia  Tech,  BS  '56/MS  '57 

technical 

4 

1 

Hershey  Foods/Richard  A  Zimmerman 

276 

60 

Lebanon  PA 

Penn  St,  BA  '53 

operations 

34 

8 

Hewlett-Packard/John  A  Young 

96 

60 

Nampa  ID 

Oregon  St,  BS  '53/Stanford,  MBA  58 

technical 

34 

14 

Hibernia/Stephen  A  Hansel 

— 

44 

Long  Branch  NJ 

Wesleyan,BA'69/Virginia,MBA'71 

banking 

_2 

_i 

Hillenbrand  Inds/W  August  Hillenbrand 

264 

51 

Batesville  IN 

St  Joseph's,  BS '65 

administration 

26 

3 

Hills  Dept  Stores/Michael  Bozic 

513 

51 

Pittsburgh  PA 

Pittsburgh,  BA  '63 

operations 

1 

1 

Hilton  Hotels/Barron  Hilton 

398 

64 

Dallas  TX 

administration 

38 

26 

Home  Depot/Bernard  Marcus' 

198 

63 

Newark  NJ 

Rutgers,  BS  '54 

administration 

14 

14 

HomeFed/Thomas  J  Wageman 

— 

58 

Chicago  IL 

Notre  Dame,  BA  •56/Chicago,  MBA  '62 

banking 

1 

1 

Honeywell/James  J  Renier 

122 

62 

Duluth  MN 

Col  of  St  Thomas.  BS  '51/lowa  St,  PtiO  '55 

technical 

96 

5 

Horace  Mann  Educators/Paul  J  Kardos 

488 

55 

NA 

15 

10 

Geo  A  Hormel/Richard  L  Knowlton 

65 

59 

Austin  MN 

Colorado,  BA  '54 

marlieting 

44 

11 

Household  Intl/Donald  C  Clark 

337 

60 

Brooklyn  NY 

Clarkson,  BBA  '53/Northwestem,  MBA  '61 

finance 

37 

10 

Houston  Industries/Don  D  Jordan 

457 

60 

Corp  Christi  TX 

Texas,  BBA '54/3  Texas  Col  ol  Law.  JD '69 

legal 

36 

IS 

Howard  Savings  Bank/William  P  Tuggle  III 

594 

59 

El  Dorado  AK 

N  Carolina.  BS'55/MBA '59 

banking 

2 

2 

'Company  founder.    ^Hew  CEO,  less  than 

six  months' 

service. 

'Office  jointly  held  with  Marion  0  Sandler. 

1 

204 


Foiix's  ■  Mav  25,  1992 


^^ 

^^ 

PnmnAnc  af  inn 

Stock  owned 
%             mktval 
($mil) 

Company  data' 
sales            profits 
($mil)           ($mil) 

Company 

Salary  +  bonus              other 
($000)       %  change        ($000) 

stock  gains 
($000) 

total 
($000) 

5-yr  total 
($000) 

$590 

-11% 

$402 

— 

$992 

$4,127 

0.13%             $1.5 

$568 

$76 

PH  Glatfelter 

597 

-12 

4 

— 

601 

3.882 

0.12                 0.1 

1,911 

-85 

GlenFed 

775 

8 

4 

— 

779 

4,795 

7.15              178.2 

2,241 

239 

(Jolden  West  Finl 

723 

-28 

62 

$805 

1.590 

7,179 

0.29                 4,0 

2,472 

-81 

BF  Goodrich 

8402 

NA 

287 

— 

1.127 

NA 

0.07                 3,8 

10,907 

75 

Goodyear 

1,706 

8 

3,389 

4,875 

9.970 

17,898 

0.52                17,6 

6,049 

219 

WR  Grace 

744 

3 

317 

— 

1,061 

4,723 

10.77              302.4 

2.077 

128 

WW  Grainger 

2810 

— 

— 

— 

28 

140 

74,01*            205.0 

1,270 

10 

Great  American  Mgmt 

3,618 

6 

8 

7.375 

11,001 

29,601 

0,03                 0.4 

11,591 

71 

Great  A&P  Tea 

201 

1 

NA 

1 

— 

2029 

NA 

0,24                 0.1 

315 

1 

Great  Lakes  Bancorp 

1,030 

11 

6 

771 

1,807 

5,498 

0,83               36.8 

1,308 

158 

Great  Lakes  Chemical 

1,719 

27 

77 

— 

1.796 

10,120 

0,28                 6.3 

3,953 

298 

Gt  Western  Financial 

I            365 

NA 

53 

— 

4189 

NA 

0,40                 0,1 

246 

-58 

Greater  NY  Savings 

595 

37 

40 

— 

635 

NA 

0,12                 0,8 

3,963 

99 

Grumman 

1,416 

NA 

479 

— 

1,8959 

NA 

-6                1.7 

19,621 

1,580 

GTE 

;            218 

NA 

6 

— 

2249 

NA 

6                          7 

1,702 

122 

Gulf  States  Utils 

'          1,200 

9 

411 

— 

1,611 

6.967 

0.09                 2.2 

7,019 

27 

Halliburton 

462 

NA 

381 

8 

8509 

NA 

0,48                 4.8 

2,008 

43 

Hannaford  Bros 

NA 

NA 

— 

— 

— 

NA 

6                          7 

1,808 

49 

Hanover  Insurance 

683 

NA 

42 

— 

7259 

NA 

0,34                 2,1 

1,536 

62 

Harnischfeger  Inds 

869 

-19 

406 

— 

1,275 

5.393 

0,06                 0.7 

2.997 

90 

Harris  Corp 

1             633 

19 

743 

— 

1,376 

4,406 

0,23                 2,2 

1.943 

77 

Harsco 

919 

-2 

391 

— 

1,310 

6,761 

0,34                 3,7 

630 

74 

Hartford  Steam  Boiler 

1,411 

23 

76 

2,741 

4,228 

6,5013 

3.50               75.3 

2,141 

82 

Hasbro 

344 

— 

103 

99 

546 

NA 

0,03                 0,3 

1,084 

55 

Hawaiian  Electric 

900 

NA 

35 

— 

935 

NA 

1,06                14.5 

2,065 

79 

HealthTrust 

518 

21 

— 

— 

5188 

NA 

1,37                 5.6 

1,608 

26 

Hechinger 

1.361 

11 

2,271 

71,459 

75,091 

88,558 

0,93               89.0 

6,553 

649 

HJ  Heinz 

994 

— 

50 

— 

1,044 

NA 

0,13                 3.3 

2,929 

95 

Hercules 

815 

6 

568 

— 

1.383 

6,044 

0,18                 6.7 

2,899 

220 

Hershey  Foods 

1,535 

2 

117 

1.492 

3.144 

18.426 

0.06                11,5 

14,949 

856 

Hewlett-Packard 

NA 

NA 

— 

— 

— 

NA 

6                         7 

690 

-143 

Hibernia 

967 

24 

462 

— 

1,428 

4,511* 

6,36              198,7 

1,199 

89 

Hillenbrand  Inds 

7502 

NA 

— 

— 

750 

NA 

_6                          7 

1,680 

10 

Hills  Dept  Stores 

996 

-5 

13 

— 

1,008 

4,806 

24,75              553,9 

1,082 

84 

Hilton  Hotels 

1,587 

0 

165 

— 

1,752 

8,149 

3.99              534,2 

5.137 

249 

Home  Depot 

NA 

NA 

— 

— 

— 

NA 

6                          7 

1,663 

-948 

HomeFed 

1,276 

-13 

425 

867 

2.568 

7,739 

0,18                 9.2 

6,193 

331 

Honeywell 

800 

37 

4 

— 

804 

NA 

1,75                10.6 

657 

25 

Horace  Mann  Educators 

1,662 

4 

10 

2,338 

4,010 

10,301 

0.30                 3.9 

2,764 

83 

Geo  A  Hormel 

1,094 

-23 

50 

— 

1.144 

12,235 

0,37                 6.9 

4,594 

150 

Household  IntI 

829 

0 

64 

— 

893 

3,803 

0,04                 2.0 

4.444 

417 

Houston  Industries 

603 

292 

— 

— 

603 

NA 

6                          7 

344 

-33 

Howard  Savings  Bank 

'Sales  and  profits  as 
0.01%.    'Less  than 
available.     *Shares 

reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  27.  1992.    ^Annualized  salary,    ^jhree-year 
$100,000.    «Prior-year  data.    'New  CEO;  cash  compensation  is  for  another  executive  office 
ndirectly  held. 

total.    *Four-year  total.    'Less  than 
'"Director's  fees  only.     NA:   Not 

Forbes  ■  May  25,  1992 
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BROADWAY. 


CHRISTl      RANKIN,    18 
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The  Plot:  High  school  senior  wins 
young  playwrights  competition. 
Her    play    is    performed    to    rave 

reviews.  She  is  discovered  by  a  fomous  producer,  opens 
on  Broadway,  and  goes  on  to  xt'rilc  one  stna'ih  hit 
after  another,  becoming  the  hottest  playwright  since 
Te n n e s s ee  VVillia m s... 

It's  every  budding  playwright's  dream  and  Christi 
Rankin  is  no  exception. 


Her  one-act  play,  "Off  Highway  21," 
was  judged  a  winner  in  the  1990  Chicago 
Young  Playwrights  Festival. 

But  this  is  no  ordinary  writing  competition. 

The  four  winners  had  their  creations 
brought  to  life  by  Pegasus  Players,  a 
small,  award-winning  theater  company 
from  Chicago. 

"Who'd  have  thought  I'd  see  my  first 
play  actually  performed  on  stage?  Not 
me,"  says  Christi. 

Almost  as  exciting  for  her  was  being 
invited  to  attend  rehearsals.  And  not 
just  as  a  bystander,  but  a  collaborator. 

She  worked  with  the  director  and 
the  actors,  making  script  changes  as 
need  be,  just  like  a  real  playwright.  "I 
had  dreamt  of  becoming  a  set  designer 
ever  since  I  was  nine  and  played  a 
*no-neck  monster'  in  'Cat  on  a  Hot  Tin 
Roof.'  Now,  I'm  hooked.  Theater's 
in  my  blood  forever,"  says  the  next 
Neil  Simon. 

Pegasus  had  its  humble  beginnings 
13  years  ago,  with  its  very  first  performance 
at  a  local  county  jail. 

"At  least  we  had  a  captive  audience," 
quips   Arlene   Crewdson,    its   Artistic 


Director  and  founder.  "Our  goal  from 
the  start  has  been  to  bring  theater  to 
people  who  don't  ordinarily  get  a  chance 
to  see  it." 

So  as  part  of  its  community  outreach 
program,  Pegasus  gives  away  20%  of 
the  tickets  for  each  show  to  the  elderly, 
the  handicapped  and  to  youth  groups. 

And  this  year,  the  Young  Playwrights 
Festival  reached  out  further  than  ever. 
An  amazing  258  entries  were  received, 
more  than  double  last  year's  response. 

Toyota  is  proud  to  have  funded  the 
production  of  this  enormously  successful 
Festival. 

For  us  to  stand  in  the  wings  and  watch 
these  young  people  grow  and  learn  with 
theater  is  truly  inspiring. 

By  unearthing  so  much  talent,  Pegasus's 
impact  on  the  theatrical  arts  is  sure  to 
be  felt  in  the  years  ahead. 

In  fact,  it  would  not  surprise  us  at 
all  if,  in  the  future,  we  read  the  following 
happy  ending  to  this  story: 

"Christi  Rankin  ends  up  with  the  love 
of  her  life:  Tony  Award.  " 

TOYOTA 

INVESTING   IN   THE   INDIVIDLAL 


^  lHUHliUlflUlll 

:,hhih:»i,',iihiliu', 

IlK 

VUL  PtUPLt 

^ 

r 

Company/Chief  executive 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

Hubbell/GJRatcllffe 

217 

55 

Charleston  WV 

Virginia,  LLB  '61 

legal 

18 

4 

Humana/David  A  Jones* 

23 

60 

Louisville  KY 

Louisville,  BS'54/Yale.JD '60 

legal 

31 

31 

Huntington  Bcshs/Frank  Wobst 

430 

58 

Germany 

U  of  Eriangen,  BA  '55/Rutgers,  MBA  '64 

banking 

18 

12        ■ 

IBP/Robert  L  Peterson 

53 

59 

Hartington  NE 

administration 

31 

ICH/RobertTShaw 

355 

57 

McCrory  AR 

insurance 

27 

17 

Illinois  Central/Edward  L  Moyers 

203 

63 

Vicksburg  MS 

Louisiana  Tech,  BS  '55 

operations 

3 

3 

Illinois  Power/Larry  DHaab 

723 

54 

Fairbury  IL 

Millikin,  6S  '59 

operations 

27 

1 

Illinois  Tool  Works/John  D  Nichols 

47 

61 

China 

Harvard,  BA  '53/MBA  '55 

operations 

12 

10 

IMC  Fertilizer  Group/Bliiie  B  Turner 

94 

61 

WhitesboroTX 

Texas  ASM,  BS  '52 

sales 

38 

9 

Imcera  Group/M  Blakeman  Ingle 

66 

50 

Carlsbad  NM 

Fort  Lewis,  BS  '54/Colorado  St,  PhD  '68 

technical 

12 

1 

INB  Financial/Thomas  M  Miller 

519 

62 

Corydon  IN 

Indiana,  BS  '52 

banking 

38 

11 

Ingersoll-Rand^heodore  H  Black 

262 

63 

Jersey  City  NJ 

US  Naval  Acad,  BS  '53 

technical 

35 

4 

Inland  Steel  Inds/Frank  W  Luerssen 

645 

64 

Reading  PA 

Penn  St,  BS  'SO/Lehigh,  MS  '51 

technical 

40 

9 

Integra  Financial/William  F  Roemer 

608 

58 

Youngstown  OH 

Princeton.  BA  '55 

banking 

22 

13 

Intel/Andrew  S  Grove 

313 

55 

Hungary 

CUNY  City,  BS  '60/Calif  Berkeley,  PhD  '63 

t-:hnical 

24 

5 

Intelligent  Electron/Richard  D  Sanford^ 

358 

48 

New  York  NY 

Hofstra.  BA  '71 

finance 

10 

10 

Intergraph/James  W  Meadlock' 

766 

58 

Taylorsville  NC 

N  Carolina  St,  BS  '56 

technical 

23 

23 

IBM/John  FAkers 

159 

57 

Boston  MA 

Yale,  BS  '56 

marketing 

32 

7 

IntI  Flavors  &  Frags/Eugene  P  Grisanti 

401 

62 

Buffalo  NY 

Boston  U.  LLB  •53/Harvard,  LLM  '54 

legal 

32 

7 

IntI  Game  Technology/Charles  N  Mathewson 

21 

63 

Huntington  Park  CA 

use,  BA  '53 

finance 

6 

5 

IntI  Multifoods/Anthony  Luiso 

434 

48 

Italy 

lona,  BA  '67/Chicago,  MBA  '82 

finance 

5 

3 

International  Paper/John  A  Georges 

35 

61 

El  Paso  TX 

Illinois,  BS  ■51/Drexel,  MS  '57 

technical 

13 

8 

Interpublic  Group/Philip  H  Geier  Jr 

49 

57 

Pontiac  Ml 

Colgate,  BA  '57/Columbia,  MBA  '58 

administration 

17 

12 

Ipaico  Enterprises/John  R  Hodowal 

598 

47 

Dayton  OH 

Purdue,  BSIE  '66/lndiana,  JD  '70 

technical 

24 

3 

Itel/Samuel  Zell 

404 

50 

Chicago  IL 

Michigan,  BA  '61/JO  '63 

finance 

24 

24 

ITT/Rand  V  Araskog 

62    • 

60 

Fergus  Falls  MN 

USMilitaiyAcad,BS'53 

adminlstra^on 

25 

13 

IVAX/Phillip  Frost' 

754 

55 

Philadelphia  PA 

Pennsylvania,  BA  57/Yeshiva  U  Einstein.  MD  '61 

medical 

5 

5 

James  River  Corp  Va/Robert  C  Williams' 

315 

62 

Cincinnati  OH 

Cincinnati,  BSME  '53/Xavier,  MBA  57 

technical 

33 

2 

Jefferson-Pi  lot/W  Roger  Soles 

76 

71 

WhitevilleNC 

N  Carolina.  BS  '47 

finance 

45 

25 

Johnson  &  Johnson/Ralph  S  Larsen 

137 

53 

Brooklyn  NY 

Hofstra,  BBA  62 

operations 

30 

3 

Johnson  Controls/James  H  Keyes 

478 

51 

La  Crosse  Wl 

Marquette,  BS  '62/Northwestern.  MBA  '63 

finance 

26 

4 

Jostens/H  William  Lurton 

395 

62 

Greenwich  CT 

Pnncipia,  BA  '51 

sales 

37 

20 

JWP/Andrew  T  Dwyer 

117 

43 

Morristown  NJ 

Yale.  BA'71/New  York  Law  Sch.JD '74 

legal 

16 

7 

Kansas  City  P&LTDrue  Jennings 

743 

45 

Topeka  KS 

Kansas.  BS  '68/10  72 

legal 

18 

4 

Kansas  Power  &  Light/John  E  Hayes  Jr 

712 

54 

Kansas  City  MO 

Rockhurst,  BS  '59 

administration 

3 

3 

Kellogg/Arnold  G  Langbo 

127 

55 

Canada 

administration 

36 

J 

Kelly  Services/Terence  E  Adderley 

659 

58 

Oetroil  Ml 

Michigan.  BBA  '55/M6A  '56 

finance 

34 

25 

Kemper/David  8  Mathis 

353 

54 

Atlanta  GA 

Lake  Forest.  BA  '60 

insurance 

36 

J 

Kerr-McGee/Frank  A  McPherson 

545 

59 

'Stillwell  OK 

Oklahoma  St,  BS  '57 

operations 

35 

9 

KeyCorp/Victor  J  Riley  Jr 

269 

60 

Buffalo  NY 

Notre  Dame.  BA  53 

finance 

28 

11 

Kimberly-Clark/Wayne  R  Sanders 

387 

44 

Chicago  IL 

III  Tech.  BSCE  ^S/Marquette.  MBA  '72 

adiMnistration 

17 

-» 

King  World  Prods/Michael  Kmg 

40 

44 

Summit  NJ 

Fairleigh  Dickinson,  BA '71 

marketing 

19 

8 

Kmart/Joseph  E  Antonini 

235 

50 

Morgantown  WV 

West  Virginia.  BS  '64 

sates 

n 

5 

'Company  founder.    *New  CEO,  less  than 

six  months' 

service. 

208 
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Company/Chief  executive 


Knight-Ridder/James  K  Batten 
.Kroger/Joseph  A  Pichler 
KU  Energy/John  T  Newton 
Lafarge/Robert  W  Murdoch 
Leucadia  National/Ian  M  Gumming 
LG&E  Energy/Roger  W  Hale 

Liberty  National/Joseph  W  Phelps 
Eli  Lilly/Vaughn  0  Bryson 
Limited/Leslie  H  Wexner' 
Lincoln  National/Ian  M  Rolland 
Litton  Industries/Orion  L  Hoch 
Liz  Claiborne/Jerome  A  Chazen^ 

Lockheed/Oaniel  M  Tellep 

Loctite/Kenneth  W  Butterworth 

Loews/Laurence  A  Tisch* 

Lone  Star  Tech/John  P  Harbin 

Long  Island  Lighting/William  J  Catacosinos 

Longs  Drug  Stores/Robert  M  Long 

Loral/Bernard  L  Schwartz 
Lotus  Development/Jim  P  Manzi 
Louisiana-Pacific/Hariy  A  Merlo 
Lowe's  Cos/Leonard  G  Herring 
LTV/David  H  Hoag 
Lubrizol/Lester  E  Coleman 

Lyondell  Petrochem/Bob  G  Gower 
Manpower/Mitchell  S  Fromstein 
Manufacturers  Natl/Gerald  V  MacDonald 
Manville/W  Thomas  Stephens 
Mapco/James  E  Barnes 
Marion  Merrell  Dow/Fred  W  Lyons  Jr 

Marriott/JWillard  Marriott  Jr 
Marsh  &  McLennan  Cos/Frank  J  Tasco 
Marshall  &  llsley/John  A  Puelicher 
Martin  Marietta/Norman  R  Augustine 
Masco/Richard  A  Manoogian 
Mattel/John  W  Amerman 

Maxxam/Charles  E  Hurwit; 
May  Dept  Stores/David  C  Farrell 
Maytag/Leonard  A  Hadley 
MBIA/David  H  Elliott 
MBNA/Alfred  Lerner 
McCaw  Cellular/Craig  0  McCaw^ 
McCormick  &  Co/Bailey  A  Thomas 

'Company  founder.    *New  CEO,  less  than  six  months'  service.     'Office  jomtly  held  with  Preston  R  Tisch. 


Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 
with 
firm 

(years) 

as 

CEO 

311 

56 

Suffolk  VA 

Davidson,  BS  '57/Princeton,  MPA  '62 

journalism 

35 

548 

52 

St  Louis  MO 

Notre  Dame,  BA  'ei/Chicago,  PhD  '66 

administration 

12 

671 

61 

Shelbyville  KY 

Western  Kentucky,  BS  '52 

finance 

34 

703 

50 

Australia 

U  of  Brit  Columbia,  BA  '64/U  of  Toronto,  LLB  '67 

administration 

25 

209 

52 

Canada 

Kansas,  '62 

administration 

14 

14 

551 

48 

Baltimore  MD 

Maryland,  BA  ■65/MIT,  MS  '79 

marlteting 

3 

656 

65 

Richmond  KY 

banking 

34 

113 

54 

Gastoma  NC 

N  Carolina,  BS  '60 

medical 

31 

172 

54 

Dayton  OH 

Ohio  St,  BS  59 

sales 

29 

29 

386 

58 

Fort  Wayne  IN 

DePauw,  BA  '55/Michigan,  MA  '56 

insurance 

36 

15 

260 

63 

Canonsburg  PA 

Carnegie-Mellon,  BS  '52/Stanford,  PhD  '57 

technical 

35 

317 

65 

New  York  NY 

Wisconsin,  BA  '48/Columbia.  MBA  '50 

finance 

15 

282 

60 

Forest  City  PA 

Calif  Berkeley,  BSME  '54/MSEE  '55 

technical 

37 

223 

66 

Australia 

Sydney  Tech,  BS  '55 

technical 

16 

735 

69 

Brooklyn  NY 

NYU,BS'42/Pennsylvania,MA'43 

finance 

33 

32 

702 

74 

Waxahachie  TX 

Texas,  BA  '39 

finance 

3 

691 

62 

New  York  NY 

NYU,  BS  •51/PhD  '62 

technical 

13 

710 

54 

Oakland  CA 

Claremont  Mens  C,  BA  '60 

sales 

31 

15 

104 

66 

New  York  NY 

CUNY  City,  BBA  '48 

administration 

20 

20 

52 

40 

New  York  NY 

Colgate,  BA  •73/Tufts,  MA  '79 

journalism 

9 

200 

67 

Stirling  City  CA 

Calif  Berkeley,  BS  '49 

marketing 

42 

18 

639 

64 

Snow  Hill  NC 

N  Carolina,  BS  '48 

finance 

36 

14 

•     258 

52 

Pittsburgh  PA 

Allegheny,  BA  '60 

marketing 

32 

281 

61 

Akron  OH 

Akron,  BS  '52/lllinois,  PhD  '55 

technical 

37 

14 

181 

54 

West  Frankfort  IL 

Southern  Illinois.  BA  '58/Minnesota,  PhD  '63 

techmcal 

29 

431 

64 

Milwaukee  Wl 

marketing 

16 

16 

511 

53 

Detroit  Ml 

Michigan,  BA  '60 

banking 

32 

534 

49 

Crossett  AR 

Arkansas,  BS  '65/MS  '66 

operatkws 

29 

55 

58 

Ponca  City  OK 

Oklahoma  St,  BS  '57 

operations 

9 

8 

288 

57 

Youngstown  OH 

Michigan,  BS  '57/Harvard,  MBA  59 

administration 

22 

8 

222 

60 

Washington  DC 

Utah,  BS  '54 

administration 

36 

20 

175 

64 

New  York  NY 

NYU,  BA  '49 

insurance 

38 

6 

142 

71 

Milwaukee  Wl 

Wis  Milw,  BA  '43 

banking 

46 

34 

57 

56 

Denver  CO 

Princeton,  BS  '57/MS  '59 

technical 

15 

4 

81 

55 

Long  Branch  NJ 

Yale,  BA  '58 

administration 

34 

24 

143 

60 

Newark  NJ 

Dartmouth,  BA  '53/MBA  '54 

marlteting 

12 

5 

45 

52 

KilgoreTX 

Oklahoma.  BS  '62 

finance 

14 

12 

120 

58 

Chicago  IL 

Antioch.  BA  '56 

sales 

36 

13 

653 

57  ^ 

Earlham  lA 

U  of  Iowa,  BS  58 

finance 

33 

ji 

366 

50 

Canaan  CT 

Yale.  BA  M/Boston  U,  JD  '67 

insurance 

16 

ji 

468 

59 

New  York  NY 

Columbia,  BA  '55 

finance 

9 

1 

784 

42 

Centralia  WA 

Stanford,  BA  '73 

adaMHstratm 

K 

12 

272 

61 

Cristield  MD 

Baltimore  Commerce,  ABA  "52 

opvatnns 

31 

J 
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Stock  owned 
%             mkt  val 
($mil) 

Company  data^ 
sales            profits 
{$mil)           ($mil) 

Company 

Salary 
(SOOO) 

+  bonus 
%  change 

other 
($000) 

.1 1.9a  UV1I 

stock  pins 
($000) 

total 
($000) 

5-yr  total 
($000) 

$605 

-5% 

$4 

$629 

$li38 

$5,326% 

0.04% 

$1.3 

$2,237 

$132 

Kniglrt-Kidder 

600 

-21 

— 

91 

692 

NA 

0i6 

4i 

21.351 

101 

Kroger 

495 

18 

— 

— 

495 

1,629 

0.05 

0.5 

588 

81 

KUEnerey 

417 

-17 

27 

— 

444 

2,122* 

-• 

7 

1.569 

-50 

Lafarge 

1.643 

123 

:; 

— 

1.696» 

8.247 

23.81 

135.6 

NA 

95 

Leucadia  National 

543 

8 

144 

— 

687 

1,6733 

_» 

7 

715 

83 

L(^  Energy 

491 

19 

20 

— 

511 

1.386> 

0.48 

2.7 

396 

38 

Liberty  National 

1.045 

NA 

268 

1.490 

2.8029 

NA 

0.06 

11.6 

5.726 

1315 

Ell  Lilly 

1.818 

-1 

126 

— 

1.944 

7,986 

21.75 

1.948.3 

6.149 

403 

Umited 

1.025 

-26 

11 

— 

1.036 

5,649 

0.05 

1.3 

9.304 

208 

Lincoln  Natianal 

1.406 

5 

40 

— 

1.446 

9,485 

0i6 

4.6 

5.463 

68 

Utton  Industnes 

1.185 

-3 

32 

— 

1.217 

3.3103 

334 

95.9 

2.007 

223 

Uz  Claiborne 

1.225 

21 

122 



1,347 

3.833* 

0.01 

0.3 

9.809 

308 

inrkheed 

600 

7 

222 

808 

1,630 

3.686 

0.14 

11 

561 

72 

Loctite 

338 

2 

55 

— 

394 

'      1,554 

14.38 

1,047.9 

12.881 

904 

Loews 

425 

13 

— 

20 

445 

9723 

0.07 

-> 

475 

6 

Lone  Star  Tech 

455 

15 

12 

— 

467 

2i66 

0.01 

0.3 

2,549 

306 

Long  Island  Lighting 

421 

-4 

6 

— 

427 

2.539 

10.09 

71.4 

2.366 

55 

Longs  Drug  Stores 

2.401 

-9 

587 



2.387 

10.261 

2.65 

24.3 

2,870 

112 

Loral 

868 

-12 

66 

3.485 

4,419« 

51.683 

3.00 

40.7 

829 

43 

Lotus  Devetopment 

750 

15 

403 

587 

1.740 

12.053 

0.94 

22.8 

1.702 

56 

Louisiana-Pacific 

522 

-10 

— 

18 

539 

2,579 

1.34 

19.0 

3.056 

7 

Lowe's  (kis 

720 

— 

735 

— 

1,455 

NA 

_JB 

7 

5,986 

74 

LTV 

880 

-5 

38 

442 

1,360 

4,923 

0.28 

6.3 

1,476 

124 

Lubrizol 

915 

4 

964 

— 

1,879 

4i82* 

0.06 

1.3 

5.729 

222 

LyoMMii  retrocnein 

?i8 

NA 

— 

— 

948 

NA 

032 

33 

2.800 

-53 

Manponer 

;4: 

66 

8 

— 

753 

2.0063 

0.14 

2.1 

1,160 

120 

Manufacturers  Natl 

575 

-33 

136 

— 

711 

4,794 

0.13 

0.6 

2,025 

-13 

Manvilh! 

U43 

-26 

245 

2.868 

4,356 

13,955 

0.56 

9.4 

2.643 

126 

Mapco 

1,314 

12 

20 

— 

1,334 

14i95 

0.08 

8.0 

2.851 

585 

Marion  Meneil  Dow 

1.304 

71 

326 

— 

1,631 

6,576 

8.21 

132.5 

8.331 

82 

Mamott 

1.590 

2 

325 

— 

1.915 

8,929 

0.16 

9.1 

2,779 

306 

Marsh  &  McLennan  Ok 

1.316 

57 

1.026 

— 

2.342 

6,568 

0.83 

9.6 

835 

99 

Marshall  &  llsiey 

li62 

12 

548 

2.446 

4.255 

9,514 

0.07 

1.8 

6,075 

313 

Martin  Manetta 

1.100 

4 

2.461 

— 

3.561' 

27,811 

1.29 

51.5 

3.141 

45 

Masco 

1.441 

18 

558 

338 

2.336 

8.139 

0.20 

4i 

1,622 

118 

Mattel 

914 

8 

103 

.3.643 

4.659 

16.888* 

31.40 

100.9 

2i55 

58 

Manam 

1.580 

5 

18 

1.030 

2,629 

10.232 

0.31 

22.9 

10,615 

515 

May  Dept  Stores 

515 

NA 

— 

— 

515 

NA 

008 

1.5 

2.971 

79 

•teyUg 

765 

NA 

106 

205 

1,076» 

NA 

0.02 

0.3 

269 

145 

MBtA 

871 

NA 

— 

— 

871 

NA 

10.00 

1893 

1,134 

149 

URIU 

155 

-26 

— 

— 

155 

53,206 

751 

373.6 

1366 

-351 

McCawOfluiar 

769 

NA 

10 

605 

1.384' 

NA 

0.21 

4.0 

1.428 

81 

McCormick&Co 

'SalesandpfofitsasreportedmtheForbesSOOsAnnualDirectofy  issue.  Apr.  27.  1992.    Three-year  total.    *Four-year  total.    "Less  than  0.01%.     'Less  than 
$100,000.    •Prior-year  data.    "New  CEO:  cash  compensation  is  for  another  executive  office.     NA:  Not  available. 
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Bursting  bubbles. 


The  computer  that  n 


The  bubble  in  the  middle  doesn't  reallv  exist 
just  an  image  made  from  refleetions  of  the  skv  of  th 
ground,  of  th(^  other  bubbles. 

Only  thev  donl  t^ist  either  The  whole  pietui 
a  mathematieal  faiUasv  and  the  giant  eomputers  th. 
put  men  on  the  moon  would  lune  struggled  to  ereal 

But  an  IHM  RISC  .System/(>(U)0.  '  whieh  ean  - 
on  vour  desk,  did  il  easiK  usin;:  HIS(^  tt'ehnolojiv  w 
was  inxented  h\  John  C'oeke.  a  n'seareh  seientist  at  I 
The  HISd  SN>>tem/(>()00  isn't  the  onl\  RISOomput 
but  it  is  the  most  advaiued  thanks  to  another  idea 
(also  Dr.  ("oekes)  c  albnl  sup<M>ealar  l<H*hnolog>. 

Id  ;>n  hist«)ric  t«'>t  at  a  national  nx\inh  lab.  j 


lit 


k 


t*  > 


his  picture  is  also  making  history. 


?*C  System/6000  was  pitted  against  a  Cra\ '  super- 
iiputer  for  selected  applications,  and  it  won.  But  even 
ire  startling,  the  same  lab  has  since  replaced  one  of 
J]ravs  with  a  network  of  our  smaller  machines. 

^e  point  this  out,  not  to  brag  (well,  mavbe  a 
le).  but  because  the  RISC  System/6000  is  fruit  of 
M*s  huge  investment  in  research,  and  it  shows  how 
I  process  is  changing. 

^e  spend  over  $6  billion  a  vear  on  R&D.  and  we 
bably  do  more  pure  research  than  anvone.  But 
'ly  our  top  scientists  work  more  closelv  with  real 
ducts,  and  it  helps.  For  the  RISC  System/6000,  the 
n  who  pioneered  its  basic  technologv  also  led  it  to 


market.  And  the  original  lab  team  not  onlv  staved 
with  it.  half  of  them  moved  from  New  York  to  Texas  to 
join  the  development  team. 

As  a  result,  our  customers  (often  researchers 
themsehes)  can  have  massKe  computing  power 
at  affordable  prices,  to  help  them  improve  their 
own  products. 

But  what  hasn't  changed  about  IBM  research  is 
the  value  of  a  person  like  John  Cocke,  who  is  one  of 
58  IBM  FpUows.  Its  a  title  he  earned  bv  having  great 
ideas,  and  it  giN'es  him  the  one  ^—  "^  ::^% 

thing  he  treasures  most.  Complete      r    SZI   Z^TZ 
freedom  to  have  more  of  them.  ^Z         'SZ  t  = 


HKiliiiM^ 

TE  AMERICA'S  MOST  POWERFUL  PEOPLE 

\r 

Company/Chief  executive 

Rank 

among 

800  execs 

Age 

47 

Birthplace 

Education 
undergraduate/graduate 

Background 
administration 

Tenure  (years) 
with      as 
firm    CEO 

26         5        ji 

McDonald's/Michael  R  Quinlan 

244 

Chicago  IL 

Loyola,  BS  '67/MBA  70 

McDonnell  Douglas/John  F  McDonnell 

471 

54 

Baltimore  MO 

Princeton,  BS  '60/MS  '62 

administration 

30 

'    1 

McGraw-Hill/Joseph  L  Dionne 

204 

58 

Montgomery  AL 

Hofstra,  BA  'SS/Columbia,  EdO  '65 

operations 

26 

'    1 

MCI  Communications/Bert  C  Roberts  Jr 

305 

49 

Kansas  City  MO 

Johns  Hopkins,  BS  '65 

technical 

20 

^  1 

McKesson/Alan  Seelenfreund 

396 

55 

New  York  NY 

Cornell,  BME  ■59/Stanford,  PhD  '67 

technical 

17 

'    1 

Mead/Steven  C  Mason 

565 

56 

Canada 

MIT,  BS  '57 

technical 

35 

-  1 

Medco  Containment/ Martin  J  Wygod 

2 

52 

New  York  NY 

NYU,  BS  '61 

finance 

15 

Medical  Care  Intl/Oonald  E  Steen< 

654 

45 

Rochester  NY 

Missouri 

finance 

11 

11 

Medtronic/William  W  George 

436 

49 

Muskegon  Ml 

Georgia  Tech,  BSIE  '64/Harvard,  MBA  '66 

technical 

3 

1        ^ 

Mellon  Bank/Franl(  V  Cahouet 

105 

60 

Boston  MA 

Harvard,  BA  '54/Pennsylvania,  MBA  '59 

banking 

5 

5         \ 

Melville/Stanley  P  Goldstein 

177 

57 

Woon  socket  Rl 

Pennsylvania,  BS  '55 

sales 

29 

I     *• 

Mercantile  Bancorp/Thomas  H  Jacobsen 

391 

52 

Chicago  IL 

Lake  Forest,  BS  '63/Chicago,  MBA  '68 

banking 

3 

Mercantile  Bkshs/H  Furlong  Baldwin 

306 

60 

Baltimore  MD 

Princeton,  AB  '54 

banking 

36 

t 

16 

Mercantile  Stores/David  L  Nichols 

— 

49 

Toledo  OH 

U  of  Toledo,  BS '90 

marketing 

28 

_2 

1. 

Merchants  National/Otto  N  Frenzei  III 

535 

61 

Indianapolis  IN 

Pennsylvania,  BS  '54 

bb  .king 

38 

19         1 

Merck/P  Roy  Vagelos 

91 

62 

Westfield  NJ 

Pennsylvania,  AB  '50/Columbia,  MD  '54 

medical 

17 

1                     1 

Mercury  General/George  Joseph^ 

657 

70 

Beckley  WV 

Harvard,  BS  '49 

insurance 

31 

31 

Meridian  Bancorp/Samuel  A  McCullough 

470 

53 

Pittsburgh  PA 

Pittsburgh,  BBA  '60 

banking 

17 

14 

Merisel/Michael  D  Picltett 

251 

44 

Long  Beach  CA 

use,  BBA  '69 

finance 

9 

4           ♦ 

Meritor  Savings  Bank/Roger  S  Hillas 

571 

65 

Wincote  PA 

Dartmouth,  AB  '49/Pennsylvania,  MBA  '51 

banking 

4 

Merrill  Lynch/Daniel  P  Tully 

12 

60 

New  York  NY 

St  John's,  BA '53 

marketing 

36 

-2 

Metro  Mobile  CTS/George  L  Lindemann 

513 

56 

New  York  NY 

Pennsylvania,  BS  '58 

administration 

10 

Metropolitan  Finl/Paul  A  Lipetzky 

771 

46 

Minneapolis  MN 

Minnesota,  BS  '71 

finance 

4 

Fred  Meyer/Robert  G  Miller 

— 

48 

Louisville  MS 

operations 

1 

^ 

Michigan  National/Robert  J  Mylod 

640 

52 

Brooklyn  NY 

St  John's,  BA '61 

banking 

7 

Microsoft/William  H  Gates^ 

775 

36 

Seattle  WA 

technical 

17 

11 

Midlantic/GarryJScheuring 

614 

52 

Fairmont  MN 

Notre  Dame,  BS  '61/Chicago,  MBA  '64 

banking 

1 

Midv^est  Resources/Marl(  W  Putney 

709 

63 

Marshalltown  lA 

U  of  Iowa,  BA  '51/10  57 

legal 

20 

Millipore/JohnAGilmartin 

374 

50 

Hackensack  NJ 

Penn  St,  BA  '65/Harvard,  MBA  '67 

finance 

13 

Minn  Mining  &  Mfg/Livio  D  DeSimone 

277 

55 

Canada 

McGill,  BSCE  '57 

technical 

35 

Minnesota  Power  &  Lt/Arend  J  Sandbulte 

604 

58 

Sioux  Center  lA 

Iowa  St,  BSEE  '59/Minnesota,  MBA  66 

finance 

28 

MNC  Financial/Frank  P  Bramble  Sr 

719 

43 

Baltimore  MD 

Towson  State  U,  BS  '76 

banking 

24 

Mobil/Allen  E  Murray 

43 

63 

New  York  NY 

NYU,  BS  '56 

finance 

39 

Molex/Frederick  A  Krehbiel 

678 

50 

HmsdalelL 

Lake  Forest.  BA  '63 

operations 

27 

Monsanto/Richard  J  Mahoney 

123 

58 

Springfield  MA 

Massachusetts,  BS  '55 

marketing 

30 

Montana  Power/Daniel  T  Berube 

783 

58 

Boston  MA 

Washington,  BS  '64/Montan3  C,  MS  '71 

technical 

28 

_a 

JP  Morgan  &  Co/Dennis  Weatherstone 

61 

61 

England 

banking 

46 

Morgan  Stanley/Richard  B  Fisher 

18 

55 

Philadelphia  PA 

Pnnceton,  BA  '57/Harvard,  MBA  '62 

banking 

30 

Morrison  Knudsen/William  J  Agee 

134 

54 

Boise  ID 

Idaho.  63  '60/Harvard,  MBA  '63 

finance 

4 

Morton  International/Charles  S  Locke 

214 

63 

Laurel  Ml 

Mississippi.  BBA  '52/MS  '55 

finance 

17 

12 

Motorola/George  M  C  Fisher 

341 

51 

Anna  IL 

Illinois,  BS  '62/Brown,  PhD  '66 

technical 

16 

Multibank  Financial/David  B  Lynch 

777 

65 

New  York  NY 

Yale,  BA  '50/NYU,  LIB  '55 

finance 

17 

17 

Murphy  Oil/Jack  WMcNutt 

560 

57 

Norphlet  AR 

Harding,  BS  '56/Columbia,  MS  '57 

finance 

35 

'Company  founder.    'New  CEO.  less  than 

six  months' 

service. 

mk.:   1.     ..-.J  -              ta^^^^B^ 

u 
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Stock  0 

% 

wned 
mkt  val 
($mil) 

$10.0 

Company  data' 
sales            profits 
{$mil)           ($mil) 

Company 

Salary  +  bonus 
($000)       %  change 

other        stock  gains 
($000)         ($000) 

total 
($000) 

5-yr  total 
($000) 

$1,335 

7% 

$188 

— 

$1,523 

$8,639 

0.07% 

$6,695 

$860 

McDonalds 

851 

47 

12 

— 

863 

5,036 

3.40 

80,0 

18.448 

423 

McDonnell  Douglas 

834 

-19 

699 

$178 

1,711 

7,183 

0.24 

7,3 

1,943 

148 

McGraw-Hill 

1,270 

NA 

— 

— 

1,270« 

NA 

0.07 

6.4 

8,433 

551 

MCI  (Communications 

827 

26 

35 

149 

1,011 

2,6193 

0.14 

1.8 

9,711 

100 

McKesson 

414 

NA 

100 

147 

661" 

NA 

0.11 

2.4 

4,579 

66 

Mead 

459 

-21 

104 

33,996 

34,559 

40,517* 

3.20 

125.3 

1,551 

85 

Medco  Containment 

'          514 

-7 

— 

— 

514 

7.823 

0.51 

6.5 

282 

38 

Medical  Care  IntI 

534 

— 

405 

— 

9399 

NA 

0.07 

2.7 

1,125 

154 

Medtronic 

1,177 

2 

250 

1,558 

2,985 

9,941 

0.29 

6.0 

3,151 

280 

Mellon  Bank 

1,297 

7 

325 

278 

1,900 

6,909 

0.19 

9.7 

9,886 

347 

Melville 

'           812 

8 

218 

— 

1,030 

3,0323 

0.32 

2.4 

776 

67 

Mercantile  Bancorp 

628 

26 

20 

617 

1,264 

4,858 

0.36 

3.1 

512 

71 

Mercantile  Bkshs 

1            NA 

NA 

— 

— 

— 

NA 

6 

7 

2,442 

114 

Mercantile  Stores 

400 

0 

310 

— 

710      . 

_      4,651 

7.76 

57.1 

537 

6 

Merchants  National 

3,344 

60 

6 

— 

3,350 

25,712 

0.08 

43.6 

8,603 

2,122 

Merck 

502 

1 

9 

— 

5118 

2,468 

35.04 

131.8 

529 

66 

Mercury  (Jeneral 

835 

61 

31 

— 

866 

3,227 

0.16 

1'.9 

1,173 

101 

Meridian  Bancorp 

518 

73 

186 

774 

1,478 

3,3473 

0.53 

1.5 

1,585 

11 

Merisel 

651 

5 

— 

— 

651 

1,8663 

0.03 

7 

550 

-133 

Meritor  Savings  Bank 

4,973 

NA 

4,541 

— 

9.5149 

NA 

0.23 

12.5 

12,363 

696 

Merrill  Lynch 

1            750 

16 

— 

— 

750 

2,509 

38.17 

552.0 

244 

-102 

Metro  Mobile  CTS 

295 

NA 

— 

— 

295 

NA 

6 

7 

496 

57 

Metropolitan  FinI 

NA 

NA 

— 

— 

— 

NA 

6 

7 

2,703 

45 

Fred  Meyer 

459 

5 

74 

— 

533 

3,092 

0.26 

1.8 

1,097 

50 

Michigan  National 

275 

5 

— 

— 

275 

1,094 

32,68 

6,757.7 

2,276 

581 

Microsoft 

574 

NA 

— 

— 

574 

NA 

^6 

7 

1,987 

-543 

Midlantic 

1            404 

10 

27 

— 

430 

1,757 

0.03 

0.3 

1,025 

68 

Midwest  Resources 

1             651 

11 

408 

— 

1,059 

4,421 

0.20 

2.0 

748 

60 

Millipore 

685 

NA 

346 

350 

1,3819 

NA 

0.02 

3.6 

13,340 

1,154 

Minn  Mining  &  Mfg 

564 

7 

29 

— 

593 

2,795 

0.07 

0.6 

484 

76 

Minnesota  Power  &  Lt 

400 

NA 

9 

— 

410 

NA 

6 

7 

2,194 

-70 

MNC  Financial 

2,040 

9 

1,331 

1,372 

4,743 

20,186 

0.03 

8.2 

56,042 

1.920 

Mobil 

307 

7 

180 

— 

487 

2,044* 

7.55 

124.6 

740 

63 

Molex 

1,530 

25 

238 

789 

2,557 

9,225 

0.10 

8.2 

8.864 

296 

Monsanto 

183 

NA 

— 

— 

1839 

NA 

0.02 

0.2 

939 

106 

Montana  Power 

2,060 

30 

140 

1.933 

4,133 

8,1643 

0.09 

9.7 

10,314 

1,114 

JP  Morgan  &  Co 

7,509 

— 

28 

— 

7,538 

NA 

3.07 

109.9 

6,785 

475 

Morgan  Stanley 

2,027 

80 

436 

— 

2,462 

5,829* 

1.07 

7.9 

1,980 

35 

Morrison  Knudsen 

1,164 

8 

507 

— 

1.671 

5,1443 

0.20 

5.5 

1,967 

143 

Morton  International 

1,118 

20 

16 

— 

1.135 

4,256 

_6 

1.0 

11.341 

454 

Motorola 

262 

-17 

2 

— 

264 

2,216 

0,72 

0.8 

275 

-15 

Multibank  Financial 

647 

14 

22 

— 

669 

2,710 

0.11 

1.7 

1,601 

-11 

Murphy  Oil 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory 
$100,000.    8Prior-year  data.    ^New  CEO;  cash  compensation  is 

issue,  Apr.  27,  1992.    'Three-year  total.    *Four-year 
for  another  executive  office.     NA:  Not  available. 

total.    'Less  than  0.01%.    'Less  than 

,    • 

TB»«S-^<-. 

--T- 
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1  uonronfiic  HmcnioH  o 

inooT  rofTLnruL  tlutll 

^^™ 

.r 

i 

Company/Chief  executive 
Mylan  Labs/Roy  McKnight 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

714 

71 

Pittsburgh  PA 

Princeton,  BSEE  '42 

technical 

17 

16 

NalcoChemical/Worley  H  Clark  Jr 

280 

59 

Big  Stone  Gap  VA 

N  Carolina  St,  BS  '56 

sales 

32 

Nash  Finch/Harold  B  Finch  Jr 

704 

54 

Grand  Forks  ND 

Minnesota,  BCHE  '52 

marlieting 

26 

10 

National  City/Edward  B  Brandon 

432 

60 

Davenport  lA 

Northwestern,  BS  '53/Pennsylvania,  MBA  '56 

banking 

36 

Natl  Community  Bks/Robert  M  Kossicl( 

566 

51 

New  Brunswick  NJ 

Georgia  Tech,  BS  '63/St  Mary's,  MA  '76 

banking 

13 

13 

National  Fuel  Gas/Bernard  J  Kennedy 

648 

60 

Niagara  Falls  NY 

Niagara,  BA  '53/Michigan,  JD  '58 

legal 

34 

National  Health  Labs/Robert  E  Draper 

136 

55 

Yonkers  NY 

finance 

21 

18 

National  Intergroup/Abbey  J  Butler* 

— 

54 

New  York  NY 

American  U,  BS  '58 

finance 

2 

National  Medical/Richard  K  Earner' 

5 

64 

Long  Beach  CA 

use,  BS  '55/LLB  '59 

legal 

23 

23 

Natl  Semiconductor/Gilbert  F  Amelio 

546 

49 

New  York  NY 

Georgia  Tech,  BS  '65/PhD  '68 

technical 

1 

National  Service/Sidney  Kirschner 

508 

57 

Canada 

NM  Sch  Mines,  BA  '56 

technical 

19 

NationsBank/Hugh  L  McColl  Jr 

84 

56 

Bennettsville  SC 

N  Carolina,  BS  '57 

banking 

33 

Navistar  Intl/James  C  Cotting 

620 

58 

Winchester  MA 

Ohio  St,  BA  '55 

finance 

13 

NBD  Bancorp/Charles  T  Fisher  ill 

160 

62 

Detroit  Ml 

Georgetown,  AB  '51/Han/ard,  MBA  '53 

banking 

34 

10 

New  England  Electric/John  W  Rowe 

542 

47 

Dodgeville  Wl 

Wisconsin,  BS  '67/JD  '70 

legal 

3 

NY  State  E&G/James  A  Carrigg 

673 

59 

Johnson  City  NY 

Broome  Comm,  AAS  '58 

operations 

34 

New  York  Times/Arthur  Ochs  Sulzberger 

351 

66 

New  York  NY 

Columbia,  BA  '51 

journalism 

38 

13 

Newell  Co/Daniel  C  Ferguson 

368 

65 

Freeport  IL 

Hamilton,  BA  '48/Stanford,  MBA  '50 

administration 

42 

26 

Newmont  Mining/Gordon  R  Pari^er 

392 

56 

South  Africa 

Montana  C,  BS  58/1)  of  Cape  Town,  MBA  '66 

operations 

33 

Niagara  Mohawk  Power/William  J  Donlon 

706 

62 

Albany  NY 

Siena,  BS  '62 

marketing 

44 

Nicor/Richard  G  Chne 

150 

57 

Chicago  IL 

Illinois,  BS  '57 

sales 

7 

NIKE/PhihpH  Knight' 

550 

54 

Portland  OR 

Oregon,  BA  '59/Stanford,  MBA  '62 

finance 

28 

28 

Nipsco  Industries/Edmund  A  Schroer 

558 

64 

Hammond  IN 

Valparaiso,  BA  '49/Northwestern,  JD  '52 

legal 

15 

15 

Nordstrom/Bruce  A  Nordstromt 

575 

59 

Seattle  WA 

Washington,  BA  '56 

sales 

37 

21 

Norfolk  Southern/Arnold  B  McKinnon 

97 

64 

Goldsboro  NC 

Duke,  AB  '50/LLB  '51 

legal 

41 

Northeast  Bancorp/Frank  J  Kugler  Jr 

755 

58 

Bridgeport  CT 

Widener,  BA  '57 

banking 

33 

Northeast  Federal/George  P  Rutland 

642 

59 

Tifton  GA 

Pace,  BBA  '61 

banking 

4 

Northeast  Utilities/William  B  Ellis 

588 

51 

Vicksburg  MS 

Carnegie-Mellon,  BS  '62/Matyland,  PhD  '66 

technical 

16 

No  States  Power/James  J  Howard 

458 

56 

Pittsburgh  PA 

Pittsburgh,  BBA  •57/MIT,  MS  '70 

technical 

5 

Northern  Trust/David  W  Fox 

338 

60 

Aurora  IL 

Notre  Dame,  BS  '53/Chicago,  MBA  '58 

banking 

37 

Northrop/Kent  Kresa 

144 

54 

New  York  NY 

MIT,  BS  'Sg/MS  '61 

technical 

17 

Norwest/Lloyd  P  Johnson 

93 

62 

Minneapolis  MN 

Carleton,  BA  '52/Stanford,  MBA  '54 

banking 

7 

Novell/Raymond  J  Noorda' 

788 

67 

Ogden  UT 

Utah,  BSEE  '49 

technical 

9 

Nucor/F  Kenneth  Iverson 

497 

66 

Downers  Grove  IL 

Cornell,  BS  '46/Purdue.  MS  '47 

technical 

30 

27 

NWNL/John  G  Turner 

629 

52 

Springfield  MA 

Amherst,  BA  '61 

insurance 

25 

Nynex/Wiiliam  C  Ferguson 

218 

61 

Detroit  Ml 

Albion,  AB  '52 

operations 

40 

Occidental  Petroleum/Ray  R  Irani 

85 

57 

Lebanon 

American  U  Beirut.  BS  'SS/USC,  PhD  '57 

technical 

9 

Office  Depot/David  1  Fuente 

19 

46 

Chicago  IL 

Purdue,  BS  •67/MS  '69 

marketing 

4 

Ogden/R  Richard  Ablon 

234 

42 

New  York  NY 

Boston  U,BA '71 

marketing 

21 

Ohio  Casualty/Joseph  L  Marcum 

696 

68 

Hamilton  OH 

Antioch,  BA  '47/Miami  of  OH,  MBA  '65 

insurance 

45 

Ohio  Edison/Justin  T  Rogers  Jr 

623 

62 

Sandusky  OH 

Pnnceton.  AB  '51/Michigan.  JD  '54 

legal 

34 

12 

Oklahoma  G&E/James  G  Harlow  Jr 

606 

57 

Oklahoma  City  OK 

Oklahoma.  BS  '57 

finance 

31 

16 

Old  Kent  Financial/John  C  Canepa 

141 

61 

Newburyport  MA 

Haward.BA'53/NYU,MBA'60 

banking 

n 

10 

'Company  founder.     *Office  jointly  held  with  Melvyn  J  Estrin. 

tOffice  jointly  held  with  John  A  McMillan,  James  F  and  John 

N  NonJstrom. 
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Ftirbcs 

■  i\!av  : 

>5. 1992 

Stock  owned 
%             mkt  val 
($mil) 

Company 
sales 
{$mil) 

data' 
profits 
($mil) 

Company 

Salary  +  tx)nus 
($000)        %  change 

other 
($000) 

stock  gains 
($000) 

total 
($000) 

5-yr  total 
($000) 

$400 

10% 

$20 

— 

$420 

$1,667 

286% 

$36.4 

$107 

$37 

Mylan  Labs 

863 

-16 

15 

$483 

1,362 

6,518 

0.28 

6.4 

1,237 

138 

Naico  Chemical 

380 

7 

65 

— 

444 

2,095 

1,56 

3.2 

2,343 

19 

Nash  Finch 

755 

-15 

191 

— 

946 

4,335 

0.09 

2.4 

2,588 

231 

National  City 

660 

0 

— 

— 

660 

8,095 

1.95 

4.0 

354 

12 

Natl  Community  Bks 

473 

12 

29 

20 

522 

1,802^ 

0.28 

2.1 

875 

55 

National  Fuel  Gas 

1,444 

12 

1,000 



2,444 

6.0483 

6 

7 

604 

104 

National  Health  Labs 

NA 

NA 

— 

— 

— 

NA 

6 

7 

3,344 

13 

National  Intergroup 

1,498 

3 

940 

15,074 

17,512 

31,733 

1.92 

48.0 

3,973 

292 

National  Medical 

692 

NA 

— 

— 

692 

NA 

6 

7 

1,671 

-142 

Natl  Semiconductor 

757 

-7 

5 

— 

762 

3,366 

0.14 

1.7 

1,603 

26 

National  Service 

2,000 

186 

734 

804 

3,538 

10,167 

0.06 

7.6 

11,594 

202 

NationsBank 

450 

0 

118 

— 

568 

3,079 

0.04 

0.3 

3,520 

-158 

Navistar  IntI 

1,512 

11 

— 

544 

2,056 

6,629 

0.26 

8.9 

2,724 

293 

NBD  Bancorp 

556 

5 

145 

— 

701 

-     1,8573 

0,02 

0.4 

2,094 

180 

New  England  Electric 

366 

8 

127 

— 

493 

1,570 

0.01 

0.2 

1,556 

169 

NY  State  E&G 

944 

104 

23 

142 

1,109 

4,809 

9.27 

224.6 

1,703 

47 

New  York  Times 

1,075 

1 

— 

— 

1.075 

6,868 

2,23 

75.6 

1,119 

112 

Newell  Co 

1,030 

-1 

— 

— 

1,030 

6,429 

0.06 

1.6 

623 

94 

Newmont  Mining 

433 

41 

7 

— 

440 

1,416* 

0.02 

0.4 

3,383 

243 

Niagara  Mohawk  Power 

841 

-4 

855 

475 

2,172 

7,585 

0.28 

3.1 

1,516 

109 

Nicor 

654 

20 

34 

— 

688 

1,786* 

34.04 

1.689.0 

3,277 

317 

NIKE 

629 

5 

41 

— 

670 

2,342 

0.12 

1.9 

1,535 

145 

Nipsco  Industries 

465 

55 

52 

125 

642 

3,168 

6.70 

181.0 

3.180 

136 

Nordstrom 

1,735 

6 

509 

898 

3,143 

10,424 

0.04 

4.0 

4,451 

30 

Norfolk  Southern 

330 

1 

6 

— 

336 

1,942 

0,40 

0.3 

331 

-17 

Northeast  Bancorp 

529 

-1 

— 

— 

529 

1.5943 

6 

7 

384 

6 

Northeast  Federal 

524 

5 

92 

— 

617 

2,752 

0.01 

0.3 

2,754 

237 

Northeast  Utilities 

712 

29 

177 

— 

889 

3,601 

0,03 

0.7 

2,201 

224 

No  States  Power 

922 

18 

25 

194 

1,142 

2,6813 

0.28 

5.2 

1,260 

127 

Northern  Trust 

1,261 

12 

1,008 

— 

2,269 

4,7973 

0.46 

5.8 

5.694 

268 

Northrop 

1,628 

18 

210 

1,439 

3,278 

11,943 

0.19 

10.0 

4.420 

399 

Nomest 

40 

11 

— 

— 

40 

166 

10.88 

881.7 

710 

184 

Novell 

320 

-20 

48 

414 

782 

2.704 

1.07 

20.5 

1.465 

65 

Nucor 

547 

NA 

— 

— 

547 

NA 

0.13 

0.6 

1,340 

47 

NWNL 

1,215 

16 

317 

107 

1,639 

4,3033 

0.01 

2.0 

13.229 

601 

Nynex 

2,449  -  1,047  -  3,495  NA  0.11  6.5  10,096  317       Occidental  Petroleum 

717  50  5  6.270  6,992  8,218*  0,07  0.8  1,301  14       Office  Depot 


200 

71 

385 

448 

0 

13 

526 

28 

32 

475 

6 

113 

751 

10 



1,585 

NA 

0.61 

5.7 

1.568 

44 

Ogden 

462 

2.210 

5.58 

52.6 

1.714 

108 

Ohio  Casualty 

558 

2,331 

_6 

0.2 

2.359 

265 

Ohio  Edison 

588 

2.634 

0.07 

1.1 

1.315 

134 

Oklahoma  G&E 

2,342 

4,715 

0.69 

7.1 

862 

93 

Old  Kent  Financial 

1.591 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue.  Apr.  27,  1992.    'Three-year  total.    *Four-year  total.    'Less  than  0.01%.     'Less  than 
$100,000.     NA:  Not  available. 
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mmiTmTTiT 

Company/Chief  executive 
Old  Republic  Intl/A  C  Zucaro 

Rank 

among 

800  execs 

603 

Age 

53 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 
with 
firm 

(years) 

as 

CEO 

France 

CUNY  Queens.  BS  '62 

fiaance 

16 

OliivTohtiW  Johnstone  Jr 

428 

59 

Brooklyn  NY 

Hartwick.  BA  '54 

marketing 

13 

Oracle  Systems/Lawrence  J  Ellison' 

455 

47 

New  York  NY 

technical 

15 

15 

Oryx  Energy/Robert  P  Hauptfuhrer 

247 

60 

Philadelphia  PA 

Pnnceton.  BA  ■53/Haward,  MBA  57 

finance 

35 

Owens-Coming/Glen  H  Hiner 

232 

57 

Morgantown  WV 

West  Virginia,  BSEE '57 

marketing 

_2 

-2 

Owens-iilirwis/Joseph  H  Lemieux 
Paccar/Charles  M  Pigott 

320 

51 

Providence  Rl 

Biyant,  BS  '57 

adfflinistratian 

35 

567 

53 

Seattle  WA 

Stanford.  BS  '51 

administration 

36 

24 

Pacific  Enterprises/Willis  B  Wood  Jr 

579 

57 

Kansas  City  MO 

U  of  Tulsa,  BS '57 

operations 

31 

-2 

Pacific  G&E/Richard  A  Clarke 

254 

52 

San  Francisco  CA 

Calif  Berkeley.  AB  '52/10  '55 

legal 

37 

Pacific  Telesis/Sam  Ginn 

156 

55 

St  Clair  AL 

Auburn.  BS  '59 

technical 

32 

PacifiCorp/AI  M  Gleason 

140 

52 

Sheridan  County  KS 

administration 

43 

PaineWebber  Group/Donald  B  Marron 

79 

57 

Goshen  NY 

finance 

33 

12 

Pall/Maurice  G  Hardy 

197 

52 

England 

Merchant  Ventures.  BSME  '49 

administration 

30 

Panhandle  Eastern/Dennis  R  Hendrix 

243 

52 

SelmerTN 

Tenn  Knoxville.  BS  '62/Georgia  St.  MBA  '67 

administration 

7 

Paramount  Commun/Martin  S  Davis 

37 

65 

New  York  NY 

"Ministration 

34 

Parker  Hannifin/Paul  G  Schloemer 

363 

53 

Cincinnati  OH 

Cincinnati.  BSME '51/Ohio  St.  MBA '55 

operations 

35 

Penn  Central/Carl  H  Lindner 

463 

73 

Dayton  OH 

finance 

9 

Penn  Traffic/Claude  Incaudo 

609 

58 

Detroit  Ml 

operations 

15 

JC  Penney/William  R  Howell 

221 

56 

Claremore  OK 

Oklahoma.  BBA  58 

sales 

34 

Pennsylvania  P&L/John  T  Kauffman 

652 

55 

Weehawken  NJ 

Purdue,  BS  '50 

technical 

42 

Pennzoil/James  L  Pate 

539 

55 

Mt  Steriing  IL 

Monmouth,  AB  '63/lndiana,  JD  '68 

finance 

16 

People's  Bank/David  E  A  Carson 

749 

57 

England 

Michigan,  BBA '55 

insurance 

9 

Peoples  Energy/Richard  E  Tsrry 

715 

54 

Green  Bay  Wl 

StNorbert.BA'59/Wisconsin.LLB'64 

legal 

20 

PepsiCo/D  Wayne  Calloway 

174 

55 

Elkin  NC 

Wake  Forest.  BBA  59 

finance 

25 

Pet/Miles  L  Marsh 

549 

44 

South  Africa 

U  of  Cape  Town.  BA  '70/Northwesteni,  PhD  "76 

finance 

3 

PfizerAVilliamCSteereJr 

167 

55 

Ann  Arbor  Ml 

Stanford,  BA  59 

marketing 

33 

Phelps  Dodge/Douglas  C  Yearley 

124 

56 

Oak  Park  IL 

Cornell.  BMetE  58 

technica! 

32 

PHH/Robert  0  Kunisch 

589 

50 

NorwalkCT 

NYU.  BBA  '63 

marketing 

26 

Philadelphia  Elec/Joseph  F  Paquette  Jr 

544 

57 

Norwood  MA 

Yale,  BS  '56 

administration 

36 

Philip  Morris  Cos/Michael  A  Miles 

196 

52 

Chicago  IL 

Northwestern.  BS  '61 

tnaitielii^ 

10 

Phillips  Petroleum/C  J  Silas 

118 

50 

Miami  FL 

Georgia  Tech.  BS  '53 

operatioos 

39 

PHM/WilliamJPulte' 

596 

50 

Detroit  Ml 

admnistrabon 

42 

Pinnacle  West/Richard  Sneil 

561 

51 

Phoenix  AZ 

Stanford.  BA  ■52/JD  '54 

heal 

2 

Pioneer  Hi-Bred  Intl/Thomas  N  Urban 

426 

58 

Des  Moines  lA 

Harvard,  BA  ■56yMBA  '60 

adiMistiMion 

32 

11 

Pitney  Bowes/George  B  Han^ey 

314 

61 

New  Haven  CT 

Pennsylvania.  BS  '54 

fWMOB 

35 

Pittstor\/Joseph  C  Farrell  • 

590 

56 

Boston  MA 

Northeastern,  BSEE  ^S/Harvard,  MBA  '63 

finance 

8 

PNC  Financial/Thomas  H OBnen 

284 

55 

Pittsburgh  PA 

Notre  Dame,  BS'58/Harvard,  MBA '62 

tianlDnf 

30 

Polaroid/I  MacAllister  Booth 

507 

50 

Atlanta  GA 

ComeN.BME'55/MBA-S8 

operations 

34 

Policy  Management  Sys/G  Larry  Wilson' 

33 

45 

»  Greensboro  NC 

S  Carolina.  BS'68/MBA -70 

adMMstrabon 

11 

U 

Potomac  Electric/Edward  F  Mitchell 

585 

60 

Hamsonburg  VA 

Virginia,  BSEE  '56A>orge  Washington.  MEA  '60 

tM^I^U^ftl 

36 

PPGIndustriesA'incentASami 

199 

63 

Bayonne  NJ 

Rhode  Island.  BS  '49 

m«WM| 

23 

Premark  Intl/Warren  L  Batts 

60 

59 

Nodolk  VA 

Georgia  Tech.  BEE  '61/H8tvard.  MBA  '63 

adimnatiatiOB 

12 

1  Premier  Bancorp/G  Lee  Gntfin 

742 

53 

Leavenworth  KS 

Texas,  BS  '601ouisiana  St,  MS  '62 

banlDQi 

30 

'Company  founder.    »New  CEO.  less  than  six  months' 

service. 
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Fi>rt»cs 

■  May  . 

!S, 1992 

^/\ff*i^ 

Stock  owned 
%             mktval 
($mjl) 

Company  data^ 
sales           profits 
($mil)           ($mil) 

Company 

Salary 
($000) 

+  bonus 
%  change 

UUfTiptii^xiiivii 

other        stock  gains 
($000)          ($000) 

total 
($000) 

5-yr  total 
($000) 

$512 

-5% 

$8 

$73 

$593 

NA 

0.15% 

$1.5 

$1,375 

$131 

Old  Republic  inti 

788 

6 

156 

— 

954 

$5,081 

0.22 

2.2 

2.275 

-13 

Dim 

900 

-44 

— 

— 

900 

6.309 

25.04 

474.8 

1,085 

34 

Oracle  Systems 

%1 

-2 

545 

— 

1,506 

7,283* 

0.04 

0.7 

1,484 

19 

Oryx  Energy 

7002 

NA 

900 

— 

1,600 

NA 

0.48 

7.2 

2,783 

-515 

ONens-Coming 

1,207 

18 

— 

— 

1,207 

NA 

0.16 

24 

3,575 

-130 

Oivens-lllinois        ^^^H 

630 

-31 

28 

— 

558 

5,632 

4.16 

91.2 

2,339 

40 

Paccar                        || 

480 

NA 

7 

— 

485' 

NA 

0.09 

1.3 

6,599 

-88 

Pacific  Enterprises 

1,444 

31 

27 

— 

1,471 

4,340 

6 

0.7 

9,778 

1,026 

Pacific  GiE 

1,114 

16 

993 

— 

2,105 

8.371 

6 

0.6 

9,895 

1.015 

Pacific  Telesis 

1,055 

10 

1,289 

— 

2,345 

5,277* 

0.03 

1.7 

4,007 

507 

PacifiCorp 

3,600 

279 

— 

— 

3,600 

10.288 

1.32 

11,1 

3,165 

151 

PaineWebber  Group 

753 

58 

101 

923 

1.777 

4,5253 

0.17 

2.6 

569 

81 

Pall 

0* 

NA 

1,553 

— 

1,553 

NA 

0.28 

4.5 

2,454 

85 

Panhandle  Eastern 

2,750 

-25 

2,303 

— 

5,053 

'    42,045 

1.23 

57.5 

4.059 

148 

Paramount  Cmmn 

775 

-21 

257 

45 

1,078 

6,557 

0.12 

2.2 

2,354 

45 

Parlter  Hannifin 

875 

19 

— 

— 

875 

3,708 

— «t 

7 

1,659 

3 

Penn  (^tral 

581 

NA 

— 

— 

5818 

NA 

0.38 

0.7 

2,730 

-4 

Penn  Traffic 

1.217 

22 

307 

107 

1,631 

7,425 

0.05 

4.0 

16,201 

264 

JC  Penney 

398 

32 

117 

— 

515 

NA 

0.01 

0.5 

2,560 

348 

Pennsylvania  P&L 

650 

-2 

54 

— 

704 

NA 

0.04 

0.7 

2,527 

70 

Pennzoil 

340 

0 

19 

— 

359 

2.008 

0.13 

0.2 

617 

-91 

People's  Bank 

333 

33 

24 

52 

419 

NA 

0.06 

0.5 

1,117 

71 

Peoples  Energy 

1.912 

1 

5 

— 

1,916 

8,390 

0.20 

55.4 

19.608 

1.080 

PepsiCo 

5882 

NA 

— 

— 

688 

NA 

0.34 

7.1 

1.878 

102 

Pet 

1,113 

— 

38 

843 

1,994 

NA 

0.02 

3.5 

6,950 

722 

Pfizer 

1,068 

5 

309 

1,178 

2.555 

8,295* 

0.18 

5.3 

2,434 

273 

Phelps  Dodge 

597 

-20 

— 

18 

615 

3,684 

0.23 

1.4 

1.997 

48 

PHH 

5% 

38 

— 

— 

696 

2,403t 

_6 

0.2 

3,976 

535 

Philadelphia  Elec 

1,777 

NA 

— 

— 

1,777 

NA 

0.01 

8.9 

48,064 

3,927 

Philip  Moms  Cos     ^^H 

1.386 

19 

12 

1,317 

2,715 

9,896 

0.18 

11.0 

12,504 

98 

Phillips  Petroleum 

600 

— 

— 

— 

600 

NA 

17.66 

85.6 

1,214 

43 

PHM 

569 

43 

— 

— 

669 

NA 

0.05 

0.7 

1.475 

-187 

Pinnacle  West 

883 

34 

77 

— 

960 

2,763 

0.38 

7.5 

1.131 

108 

Pioneer  Hi-Bred  IntI 

1.165 

51 

59 

— 

1,225 

7,200 

0.19 

9.7 

3.332 

295 

Pitney  Bowes 

500 

NA 

13 

— 

613 

NA 

0.02 

0.1 

1.929 

-29 

Pittston 

1.294 

75 

47 

— 

1.341 

5,313 

0.04 

2.1 

4,377 

390 

PNC  Financial        ^^^| 

528 

-18 

236 

— 

765 

3,276 

0.02 

0.2 

2.071 

584 

Polaroid                      ^ 

557 

-10 

531 

4,145 

5.234 

9.048 

0.17 

2.6 

415 

48 

Policy  Maiuienent  Sys 

608 

36 

13 

— 

621 

1,5823 

0.03 

0.9 

1.552 

210 

Potomac  Electnc 

1.039 

-34 

422 

286 

1.747 

10.655 

0.05 

3.6 

5.673 

201 

PPG  Industnes 

1,365 

45 

2,802 

— 

4,167 

9,324 

0.53 

8.2 

2.816 

102 

Premark  IntI 

360 

32 

11 

— 

371« 

942' 

0.29 

0.6 

376 

15 

Premier  Bancorp 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  27,  1992.  'Annualized  salary.  Three-year  total.  *Four-year  total.  •Lessthan 
0.01%.  'Less  than  $100,000.  •Prior-year  data.  "New  CEO;  cash  compensation  is  for  another  executive  office.  NA:  Not  available.  'No  salary  for  three 
years.  Received  restricted  stock  that  vests  every  three  months  and  dividends.     tOwns  41%  of  American  Financial,  which  owns  50%  of  Penn  Central. 
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CORPORATE  AMERICA'S  MOST  PDWERFOL  PEOPLE 

Company/Chief  executive 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 

undergrad  uate/grad  uate 

Background 

Tenure  (years)    ■ 
with      as        ■     . 
firm    CEO      ■ 

Premier  lndustrial/i\/lorton  L  Mandel^ 

686 

70 

Cleveland  OH 

administration 

52 

22 

Price  Co/Robert  E  Price' 

776 

49 

San  Diego  CA 

Pomona,  BA  '64 

administration 

16 

16 

Primerica/Sanford  1  Weill 

7 

59 

New  York  NY 

Cornell,  BA  '55 

finance 

6 

6 

Procter  &  Gamble/Edwin  L  Artzt 

161 

62 

New  York  NY 

Oregon,  BS  '51 

marketing 

38 

2 

Progressive/Peter  B  Lewis 

153 

58 

Cleveland  OH 

Princeton,  AB  '55 

insurance 

37 

27 

Provident  Life  &  Acc/Winston  W  Walker 

437 

48 

Traverse  City  Ml 

Tulane,  BS  '65/Georgia,  PhD  '69 

insurance 

18 

4 

Public  Service  Colo/Delwin  D  Hock 

725 

57 

Colorado  Springs  CO 

Colorado,  BS  '56 

finance 

30 

} 

4           i 

Public  Service  NH/Leon  E  Maglathin  Jr 

786 

66 

Springfield  MA 

Cornell,  BSEE  '49 

marketing 

2 

1 

2 

Pub  Svc  Enterprise/E  James  Ferland 

451 

50 

Boston  MA 

Maine,  BS  '64/New  Haven,  MBA  '76 

technical 

6 

'   i 

Puget  Sound  Bancorp/William  W  Philip 

660 

65 

Tacoma  WA 

banking 

41 

20  i 

Puget  Sound  P&L/John  W  Ellis 

256 

63 

Seattle  WA 

Washington,  BS  '50/JD  '53 

legal 

22 

16 

Quaker  Oats/William  D  Smithburg 

77 

53 

Chicago  IL 

DePaul,  BS  '60/Northwestern,  MBA  '61 

marketing 

26 

11 

Quantum  Chemical/John  Hoyt  Stookey 

597 

62 

New  York  NY 

Amherst,  BA  '52 

technical 

22 

^         i 

Questar/R  D  Cash 

632 

49 

Shamrock  TX 

Texas  Tech,  BS  '66 

technical 

16 

12         ^^ 

Ralston  Purina/William  P  Stiritz 

261 

57 

Jasper  AR 

Northwestern,  BS  '59/St  Louis,  MA  '68 

mjfketing 

28 

11 

Raytheon/Dennis  J  Picard 

318 

59 

Providence  Rl 

Northeastern,  BSEE  '62 

technical 

37 

1 

Reader's  Digest  Assn/George  V  Grune 

56 

62 

White  Plains  NY 

Duke,  AB  '52 

marketing 

32 

8 

Reebok  International/Paul  6  Fireman 

128 

48 

Cambridge  MA 

Boston  U 

sales 

13 

13 

Reliance  Group/Saul  P  Steinberg' 

24 

52 

New  York  NY 

Pennsylvania,  BS  '61 

finance 

31 

31 

Republic  New  York/Walter  H  Weiner 

393 

61 

Brooklyn  NY 

Michigan,  BA  '52/JD  '53 

legal 

12 

Reynolds  Metals/Richard  G  Holder 

517 

60 

Paris  TN 

Vanderbilt,  BA  '53 

marlieting 

39 

Rhone-Poulenc  Rorer/Robert  E  Cawthorn 

302 

56 

England 

Cambridge,  BS  '59 

administration 

10 

7 

Riggs  National/Joe  L  Allbritton 

356 

67 

Dlo  MS 

Baylor,  LLB  '49 

finance 

11 

11 

Rite  Aid/Alex  Grass' 

433 

64 

Scranton  PA 

Florida,  LLB  '49 

legal 

39 

30 

RJR  Nabisco/Louis  VGerstnerJr 

20 

50 

New  York  NY 

Dartmouth,  BA  '63/Harvard,  MBA  '65 

finance 

3 

3 

Roadway  Services/Joseph  M  Clapp 

495 

55 

Greensboro  NC 

N  Carolina,  BS  '58 

sales 

25 

5 

Rochester  Community/Leonard  S  Simon 

750 

55 

Passaic  NJ 

MIT,  BS  '58/Columbia,  PhD  '63 

marketing 

23 

8 

Rochester  Telephone/Ronald  L  Bittner 

748 

50 

Bethlehem  PA 

Muhlenberg,  BA  '63/Rochester,  MBA  '78 

administration 

29 

_2 

Rockwell  Intl/Donald  R  Beall 

106 

53 

Beaumont  CA 

San  Jose  State  U,  BS  '60/Pittsburgh.  MBA  '61 

administration 

24 

4 

Rohm  &  Haas/J  Lawrence  Wilson 

449 

56 

Rosedale  MS 

Vanderbilt,  BE  '58/Harvard.  MBA  '63 

finance 

27 

4 

I 

Rose's  Stores/George  L  Jones 

720 

41 

Little  Rock  AR 

Henderson  State  U,  BS  '72 

operations 

1 

1 

Rouse/Mathias  J  OeVito 

479 

61 

Trenton  NJ 

Maryland,  BA  '54/LLB  '56 

legal 

24 

13            jl 

Rubbermaid/Walter  W  Williams 

360 

58 

Utica  NY 

Syracuse,  BS  '61 

sales 

5 

1            11 

Russell/John  C  Adams 

759 

52 

Ware  Shoals  SC 

Georgia  Tech,  BS  '60 

technical 

16 

-^      A 

Ryder  System/M  Anthony  Burns 

498 

49 

Las  Vegas  NV 

Brigham  Young,  BS  '64/Calit  Berkeley.  MBA  '65 

finance 

18 

9 

Ryland  Group/Roger  W  Schipke 

325 

55 

St  Louis  MO 

Washmgton,  BS  ■58/NYU,  MBA  '61 

sales 

2 

1 

Safeco/Roger  H  Eigsti 

563 

50 

Vancouver  WA 

Linfield.  BS  '64 

finance 

20 

_i 

Safety-Kleen/Donald  W  Brinckman' 

557 

61 

Chicago  IL 

Northwestern,  BS  •54/MBA  59 

marketing 

24 

24 

Safeway/Peter  A  Magowan 

307 

50 

Hew  York  NY 

Stanford,  BA  •64/Oxtord.  MA  '66 

administration 

24 

12 

St  Jude  Medical/Lawrence  A  Lehmkuhl 

17 

54 

Preston  lA 

Uoflowa,BA'62 

opcntions 

7 

7 

St  Paul  Bancorp/Joseph  C  Scully' 

543 

51 

Detroit  Ml 

Loyola,  BS  '62/MBA  '72 

binkn^ 

29 

10 

St  Paul  Cos/Douglas  W  Leatherdale 

271 

55 

Canada 

U  of  Manitoba.  BA  '57 

flMIKC 

20 

2 

Sallie  Mae/Lawrence  A  Hough 

206 

48 

Janesville  Wl 

Stanlord.  BS  '66/MIT.  MS  '72 

finwce 

19 

2 

'Company  founder.    *New  CEO,  less  than 

six  months" 

service. 
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Stock  owned 
%             mkt  val 
($mil) 

Company  data^ 
sales            profits 
($mil)           ($mil) 

Company 

Salary 
($000) 

+  bonus 
%  change 

other        stock  gains 
($000)          ($000) 

total 
($000) 

5-yr  total 
($000) 

$479 

9% 

— 

$479 

$2,056 

19.30% 

$365.7 

$632 

$73 

Premief  Industnal 

270 

12 

—                 — 

270 

1,218 

2,80 

44.2 

6,890 

137 

Price  Co 

2,234 

21 

$220           $13,672 

16,126 

21,883 

0.63 

25,7 

6.608 

479 

Primerica 

1,684 

17 

-                372 

2,056 

5,80P 

0.04 

12,2 

28,229 

1.787 

Procter  &  Gamble 

1,203 

-43 

932                 - 

2,135 

12,578 

17,18 

187.8 

1.493 

33 

Progressive 

937 

26 

—                — 

937 

2.389* 

0.08 

0,8 

2.846 

117 

Provident  Life  &  Ace 

401 

16 

— 

401 

1,293* 

0.03 

0.4 

1,795 

150 

Public  Service  (^lo 

103 

NA 

—                — 

103 

NA 

6 

7 

540 

53 

Public  Service  NH 

820 

12 

81                  11 

912 

3.603 

6 

0.6 

5,093 

544 

Pub  Svc  Enterpnse 

502 

11 

8                 - 

510 

2,216 

1.02 

7.9 

500 

49 

Puget  Sound  Bancorp 

487 

4 

425                546 

1,458 

3,036 

0,03 

0.5 

957 

133 

Puget  Sound  P&L 

1,405 

30 

1,454                799 

3,657 

17,466 

0.44 

17.2 

5,570 

257 

Quaker  Oats 

571 

-26 

28                 - 

599 

14.321 

0.16 

0.6 

2,486 

-123 

Quantum  Chemical 

474 

12 

10                 61 

545 

1.963 

0.18 

1.4 

632 

64 

Questar 

1,198 

3 

248                 - 

1,446 

-      23.608 

0,87 

46.6 

7,448 

387 

Ralston  Purina 

1,208 

— 

8                 - 

1,217 

NA 

0,16 

9.8 

9,274 

592 

Raytheon 

1.319 

11 

2,955                 - 

4,274 

13,7293 

0,26 

13.9 

2,465 

221 

Reader's  Digest  Assn 

2,007 

-86 

518                 - 

2,525 

58.831 

18.34 

522,0 

2,734 

235 

Reebok  International 

6,314 

1 

164                 - 

6,4788 

26,624 

60.23 

196.4 

3,392 

-148 

Reliance  Group 

1,020 

7 

6                 - 

1.026 

3,895 

0.07 

1.4 

2,535 

227 

Republic  New  York 

725 

NA 

23                 - 

7489 

NA 

0.08 

2.7 

5.730 

154 

Reynolds  Metals 

1,275 

21 

3                 - 

1.278 

9.690 

0.04 

3.0 

3.824 

327 

Rhone-Poulenc  Rorer 

990 

-31 

105                 - 

1,095 

5.623 

34.39 

58,5 

581 

-66 

Riggs  National 

925 

« 

16 

-                  21 

946 

4.223 

2,52 

46,5 

3.670 

118 

Rite  Aid 

3,179 

5 

3.791                 - 

6,970 

NA 

0,21 

22.9 

14.989 

368 

RJR  Nabisco 

.          767 

8 

17                 - 

784 

2,828 

0.18 

5,1 

3,177 

127 

Roadway  Services 

|,           324 

-27 

24                 - 

348 

1,881 

0.28 

0.3 

419 

-31 

Rochester  Community 

1            336 

NA 

25                 - 

361 

NA 

0.02 

0,2 

703 

73 

Rochester  Telephone 

1          1,517 

2 

1.448                 - 

2,965 

17,234 

0.17 

9.6 

11,550 

582 

Rockwell  IntI 

1             771 

2 

144                 - 

914 

3,437* 

0,11 

3,8 

2,763 

163 

Rohm  &  Haas 

1             3555 

NA 

54                 - 

409 

NA 

6 

7 

1,391 

-23 

Rose's  Stores 

1             841 

4 

—                 — 

841 

4.202 

1,46 

10,5 

573 

2 

Rouse 

1            826 

— 

266                 - 

1,091 

NA 

0,14 

7,2 

1,667 

163 

Rubbermaid 

1            252 

NA 

-                  74 

326' 

NA 

0.17 

2,6 

805 

57 

Russell 

764 

-2 

18                 - 

782 

4.714 

0.07 

1.3 

5.061 

14 

Ryder  System 

518 

NA 

669                 - 

1,187 

NA 

1,21 

3,1 

1.214 

10 

Ryland  Group 

[            369 

NA 

107                 191 

668« 

NA 

0,05 

1,3 

3.148 

260 

Safeco 

j            536 

-16 

25                113 

675 

4,475 

0.95 

15.4 

695 

52 

Safety-Kleen 

1          1.264 

-10 

—                 — 

1.254 

7.176 

0,72 

10.7 

15.119 

79 

Safeway 

1            574 

27 

24              7.053 

7,650 

13,221 

0.55 

11,8 

210 

84 

St  Jude  Medical 

1            696 

90 

—                 — 

696 

2.765 

1.92 

3.8 

344 

27 

St  Paul  Bancorp 

1        2  954 

0 

392                  43 

1,390 

3.5423 

0.08 

24 

4.352 

405 

St  Paul  Cos 

1            ^78 
1        33 

27 

922                 - 

1.700 

NA 

010 

5.9 

3,257 

345 

Sallie  Mae 

I         .^     and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue.  Apr. 
.                V    'Less  than  $100,000.    'Prior-year  data.    »New  CEO;  cash  compensat 

1        ^^ 

27.1992.    nhree-year  total.    "Four- 
ion  IS  for  another  executive  office.     NA 

year  total,    *Paid  to  date.    'Less  than 
Not  available. 
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■* 

Company/Chief  executive 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

Salomon/Warren  E  Buffett 

790 

61 

Omaha  NE 

Nebr  Lincoln,  BS  '50/Columbia,  MS  '51 

finance 

1 

San  Diego  G&E/Thomas  A  Page 

460 

59 

Niagara  Falls  NY 

Purdue,  BS  ■55/MBA  '63 

technical 

14 

11 

Santa  Fe  Pacific/Robert  D  Krebs 

505 

50 

Sacramento  CA 

Stanford,  BA  '64/Han/ard,  MBA  '66 

operations 

26 

Sara  Lee/John  H  Bryan 

63 

55 

West  Point  MS 

Rhodes  CBA  58 

administration 

32 

17 

Scana/Lawrence  M  Gressette  Jr 

602 

60 

St  Matthews  SO 

Clemson,  BS  '54/S  Carolina,  LLB  '59 

legal 

: 

SCEcorp/John  E  Bryson 

419 

48 

New  York  NY 

Stanford,  BA'65/Yale,  JO '69 

legal 

8 

Schering-Plough/Robert  P  Luciano 

89 

58 

New  York  NY 

CUNY  City,  BBA'54/Michigan,JD '58 

legal 

14 

10 

Charles  Schwab/Charles  R  Schwab' 

103 

55 

Sacramento  CA 

Stanford,  BA  '59/MBA  '61 

finance 

18 

14 

Scott  Paper/Philip  E  Lippincott 

530 

56 

Camden  NJ 

Dartmouth,  BA  '57/Michigan  St,  MBA  '64 

operations 

33 

10 

EW  Scripps/Lawrence  A  Leser 

464 

57 

Cincinnati  OH 

Xavier,  BS  '57 

finance 

24 

Seagate  Technology/Alan  F  Shugart' 

327 

61 

Los  Angeles  CA 

Redlands,  BS  53 

technical 

13 

13 

Sears,  Roebuck/Edward  A  Brennan 

132 

58 

Chicago  IL 

Marquette,  BS  '55 

sales 

36 

Sequa/Norman  E  Alexander 

266 

77 

New  York  NY 

Columbia,  BA  '34 

legal 

42 

35 

Service  Corp  Intl/Robert  L  Waltrip' 

14 

61 

Austin  TX 

Houston,  BBA  '54 

operations 

30 

30 

Service  Merchandise/Raymond  Zimmerman' 

454 

59 

Memphis  TN 

administration 

32 

19 

SFFed  Corp/Roger  L  Gordon 

739 

50 

Neosho  MO 

banking 

30 

Shaw  Industries/Robert  E  Shaw 

216 

60 

Cartersville  GA 

sales 

32 

30 

Shawmut  National/Joel  B  Alvord 

504 

53 

Manchester  CT 

Dartmouth,  AB  '60/MBA  '61 

banking 

29 

Sherwin-Williams/John  G  Breen 

176 

57 

Cleveland  OH 

John  Carol!,  BS  ■56/Case  Western  Res,  MBA  '61 

marketing 

13 

13 

ShopKo  Stores/Dale  P  Kramer 

770 

53 

Joliet  IL 

Purdue,  BS  '61 

marlteting 

21 

Sigma-Aldrich/Carl  T  Cori 

300 

55 

St  Louis  MO 

Wisconsin,  BS  '59/Washington,  PhD  '69 

technical 

22 

Signet  Banking/Robert  M  Freeman 

688 

51 

Richmond  VA 

Virginia,  BS  '63 

banking 

21 

Smith's  Food  &  Drug/Jeffrsy  P  Smith 

330 

42 

Brigham  City  UT 

operations 

22 

Snap-on  Tools/Robert  A  Comog 

740 

52 

Philadelphia  PA 

III  Tech,  BS  '61/Chicago,  MBA  '66 

technical 

1 

Society/Robert  W  Gillespie 

267 

48 

Cleveland  OH 

Ohio  Wesleyan,  BA  '66/Case  Western  Res,  MBA  '68 

banking 

24 

Society  for  Savings/Lawrence  Connell 

778 

55 

New  York  NY 

Harvard,  BA  •58/Georgetown.  JD  '66 

banking 

1 

Sonat/RonaldLKuehnJr 

352 

57 

Queens  NY 

Fordham,  BA  ■57/LLB  '64 

legal 

22 

Sonoco  Products/Charles  W  Coker 

552 

59 

Hartsville  SC 

Princeton,  BA  '55/Harvard.  MBA  '57 

administration 

34 

22 

Southern  Co/Edward  L  Addison 

389 

62 

Cottageville  SC 

S  Carolina,  BEE  '50 

technical 

38 

Southern  Natl/L  Glenn  OrrJr 

592 

52 

Charlotte  NC 

Wofford,  BA  '62/S  Carolina,  MBA  '63 

banking 

20 

So  New  Eng  Telecom/Walter  H  Monteith  Jr 

700 

61 

Framingham  MA 

Amherst,  BA  '52 

sales 

38 

SouthTrust/Wallace  D  Malone  Jr 

408 

55 

Dothan  AL 

Alabama,  BS  '57/Pennsylvania,  MS  '59 

banking 

33 

11 

Southwest  Airlines/Herbert  0  Kelleher 

574 

61 

Camden  NJ 

Wesleyan,  BA  '53/NYU.  LLB  '56 

legal 

25 

11 

Southwest  Gas/Kenny  C  Gumn 

734 

55 

Garland  AR 

Cal  St  Fresno.  BA  ■58/Utah,  PhD  '69 

administration 

5 

Southwestern  Bell/Edward  E  Whitacre  Jr 

125 

50 

EnnisTX 

Texas  Tech.  BSIE '64 

technical 

29 

Southwestern  Pub  Svc/Bill  D  Helton 

753 

53 

Wheeler  TX 

Texas  Tech,  BSEE '64 

technical 

28 

Spiegel/John  J  Shea 

373 

54 

Newark  NJ 

La  Salle,  BS  ■59/Pittsburgh,  MS  '60 

martieting 

12 

Springs  Industries/Walter  Y  Elisha 

459 

59 

Gary  IN 

Wabash.  BA  '54/Hanrard,  MBA  '65 

admrnistratran 

12 

11 

Sprint/William  T  Esrey 

126 

52 

Philadelphia  PA 

Denison.  BA  '61/Harvard,  MBA  '64 

administratMin 

12 

Standard  Fedl  Bank/Thomas  R  Ricketts 

501 

61 

Detroit  Ml 

Michigan.  BBA  '53/JD  '56 

legal 

36 

18 

Stanley  Works/Richard  H  Ayers 

448 

49 

Newton  MA 

MIT,  BS  '65/MS  '65 

operations 

?0 

j 

StarBanc/OliverWWaddell 

611 

61 

Covington  KY 

Duke,  BA  '54/Kentucky.  JD  '69 

bankMi 

35 

9 

State  Street  Boston/Marshall  N  Carter 

— 

52 

Newport  News  VA 

US  Military  Acad.  BSCE  '62/Geo  Washington.  MA  '76  operations 

I 

J 

'Company  founder.     'New  CEO.  less  than  six  months' 

service. 
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Compensation Stock  owned  Company  data'  Company 

Salary  +  bonus               other        stock  gains  total  5-yr  total  %  mktval  sales  profits 

($000)       %  change        ($000)  ($000)  ($000)  ($000)  ($mil)  ($mil)  ($mil) 

0             NA                   -  -  0  NA  -»*  -'  $9,175  $507  Salomon 

$724               1%              $164  -  $888  $4,023  0.12%  $2.8  1,789  208  San  Diego  G&E 

766              39                    4  -  770  5,456  0.09  2.1  2,360  96  Santa  Fe  Pacific 

1,751              25                2,288  -  4.039  21,401  0.29  35.2  12,651  715  Sara  Lee 

554              33                   42  —  595  1,346^  0.02  0.3  1,148  136  Scana 

810              60                  158  -  968  NA  — «  -^  7,502  703  SCEcorp 

1,900              12                1,505  —  3,405  19,767  0.01  1.3  3.616  646  Schering-Plough 

2,987             60                    4  -  2,991  13,130  25.95  275.5  795  50  Charles  Schwab 

-  $122  722  6,379  0.04  1.4  4.977  -70  Scott  Paper 
7  -  875  4,922  0.07  1.4  1,300  65  EWScripps 

-  —  1,179  8,587  1.10  11.1  2,669  -11  Seagate  Technology 
804  680  2,464  9,839  0.04  6.8  57,242  1,279  Sears.  Roebuck 

-  199  1,410  7,026  38.62  139.9  1.879  -7  Sequa 
6.358  —  8,264  12,424  1.48  18.9  643  73  Service  (k)rp  IntI 

147  -  902  5,238  6.08  58.8  3.400  76  Service  Merchandise 

15  -  375  8053  0.12  0.1  327  15  SFFedCorp 

53  -  1,644  5,939  10.09  144.0  1,619  36  Shaw  Industries 

122  -  772  6.732  0.22  2.6  2.344  -171  Shawmut  National 

419  417 

13  - 

475  - 

13  - 


215  238  1,403  4,864  0.03  1.0  1,609  163  Society 

—  —  250                 NA  —6  —f  403  -65  Society  for  Savings 

207  -  1,107  5,073  0.08  1.1  1,421  66  Sonat 

10  -  686  5,302  1.23  21.6  1.697  95  Sonoco  Products 

62  -  1,034  4,155  0.01  1.1  8,050  876  Southern  Co 

113  -  611                 NA  0.32  1.1  363  31  Southern  Natl 


600 

-1 

868 

2 

1,179 

-16 

980 

0 

1,211 

-20 

1,906 

21 

755 

1 

360 

49 

1.590 

9 

650 

0 

1,078 

0 

283 

NA 

821 

-18 

462 

9 

1,170 

28 

3752 

NA 

950 

24 

2502 

NA 

900 

-3 

676 

-18 

972 

14 

498 

37 

1,914 

7,698 

0.65 

15.8 

2.541 

128 

Sherwin-Williams 

295 

NA 

0.03 

0.1 

1.586 

49 

ShopKo  Stores 

1,296 

6,206 

0.25 

5.2 

589 

80 

Sigma-AldrJch 

476 

1.7133 

0.23 

2.2 

1.305 

-26 

Signet  Banking 

1,170 

3.345* 

8.45 

89.9 

2,217 

45 

Smith's  Food  &  Drug 

375 

NA 

0.01 

0.2 

882 

73 

Snap-on  Tools 

440 

-23 

11 

— 

450 

2,949 

0.03 

0.5 

1,633 

126 

So  New  Eng  Telecom 

765 

54 

66 

168 

999 

3,695 

1.18 

12.3 

933 

90 

SouthTrust 

459 

-2 

3 

184 

645 

2,834 

1.03 

16.8 

1,314 

27 

Southwest  Airlines 

395 

-16 

— 

— 

395 

2,200* 

0.35 

1.0 

795 

-14 

Southwest  Gas 

380 

'0 

1,167 

— 

2,547 

6,2083 

0.02 

4.5 

9.332 

1,157 

Southwestern  Bell 

331 

— 

7 

— 

337 

NA 

0.02 

0.3 

731 

109 

Southwestern  Pub  Svc 

859 

-11 

200 

— 

1,059 

5,013 

0.04 

0.3 

1.976 

17 

Spiegel 

816 

74 

72 

— 

889 

4,645 

0.34 

2.3 

1.890 

27 

Spnngs  Industnes 

1,083 

-5 

135 

1,325 

2,544 

8,117 

0.06 

3.3 

8,780 

368 

Spnnt 

776 

6 

— 

— 

776 

3.167 

0.12 

0.7 

874 

66 

Standard  Fedl  Bank 

679 

-13 

238 

— 

917 

4,463 

0.10 

1.8 

1.962 

95 

Stanley  Works 

572 

11 

8 

— 

580 

2.483 

0.08 

0.8 

659 

66 

Star  Banc 

NA 

NA 

— 

— 

— 

NA 

6 

7 

1.302 

139 

State  Street  Boston 

'Sales  and  profits  as  reported  m  the  Forbes  500s  Annual  Directory  issue.  Apr. 
0.01%.    'Less  than  $100,000.     NA:  Not  available.     *Owns  42%  of  ?erksh 

27 

ire 

1992.    ^Annualized  salary.    'Three-year 
Hathaway,  which  owns  14%  of  Salomon. 

total.    •• 

Four-year  total .    'Less  than 
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The  Right  Balance. 


Resources  alone  do  not  determine 
which  bank  can  best  meet  your 
needs.  Financial  strength  must  be 
matched  by  sn-ength  of  character 
At  Bank  of  America,  we  strive  to 
strike  the  right  balance,  with  global 
financial  services  delivered  by  people 
committed  to  helping  you  achieve 
your  long-term  objectives. 


m 


The  Golden  Gate  Bridge, 

photographed  by  Morley  Baer.  BSnlC  Of  AlTieriCa 


;iiV'i^iV'i;i'i>;i',':i'ji'/i;i;i¥',kH*jiiijij:ijii 


^^ 

^^ 

^^ 

Stock  owned 
%             mkt  val 
($mil) 

Company  data^ 
sales            profits 
($mil)           ($mil) 

Company 

Salary  + 
($000) 

bonus 
%  change 

other 
($000) 

stock  gains 
($000) 

total 
($000) 

5-yr  total 
($000) 

'        $804 

-32% 

$1,206 

— 

$2,010 

$6,686 

2.39% 

$48.9 

$5,384 

$^9 

Stone  Cofltainer 

1,120 

NA 

— 

— 

1,1208 

NA 

0.19 

1.4 

5,010 

32 

Stop  &  Shop  Cos 

1,329 

10 

7 

— 

1,336 

6,163 

0.90 

17.1 

1,585 

93 

Storage  Technology 

944 

60 

357 

— 

1,301 

NA 

0.04 

0.5 

574 

66 

Stnde  Rite 

500 

14 

22 

— 

522 

2,058 

4.75 

81.4 

365 

33 

Stryker 

233 

-24 

8 

— 

241 

NA 

0.06 

0.1 

517 

43 

Sumitoino  Bank  Calif         S 

394 

-33 

11 

— 

405 

3,500 

0.77 

2.5 

351 

21 

Summit  Bancorp 

454 

NA 

28 

— 

482 

NA 

0.01 

0.4 

10,183 

-387 

Sun  Co 

1,572 

12 

— 

— 

1,572 

4,680 

1.77 

45.2 

3.455 

199 

Sun  Microsystems 

1          946 

2 

130 

— 

1,076 

2,7593 

0.38 

6.1 

1.669 

109 

Sundstrand 

602 

37 

303 

$151 

1,056 

2,5613 

0.34 

16.2 

3.361 

371 

SunTrust  Banks 

275 

10 

7 

— 

282 

7213 

0.12 

0.4 

320 

12 

Sunwest  Financial 

681 

-8 

77 

268 

1,026 

4,239 

1.84 

2.1 

1,842 

11 

Super  Food  Services         ^ 

893 

-1 

— 

317 

1,210 

5.273 

0.21 

4.1 

10,744 

207 

Super  Valu  Stores           fl 

563 

23 

— 

5,380 

5,943 

8,731" 

5,91 

70.2 

170 

21 

Surgical  Care  Affils         fl 

1,067 

-5 

— 

174 

1,241 

5,189 

0.35 

15.9 

8,469 

162 

Sysco                         fl 

430 

10 

— 

3,180 

3,610 

6,0883 

0.84 

9.8 

166 

39 

T2  Medical                   9 

503 

-32 

11 

— 

514 

2,4263 

0.17 

4.1 

661 

79 

Tambrands                   9 

453 

-17 

3 

— 

456 

3,486 

0.64 

9.2 

1,933 

-67 

Tandem  Computers 

723 

-17 

81 

— 

804 

4.706 

0.09 

2.1 

4,515 

176 

Tandy 

702 

58 

140 

— 

842 

2.906 

2.14 

4.3 

437 

12 

TCF  Financial 

562 

7 

14 

384 

960 

2.0173 

_6 

7 

1,154 

145 

TECO  Energy 

792 

NA 

1 

— 

793 

NA 

0.11 

0.6 

1,311 

45 

Tektronix 

454 

0 

15 

18,480 

18,949 

20,642 

0.25 

17.7 

3.792 

-200 

Tele-Communications 

683 

— 

— 

— 

683 

NA 

6 

7 

3,207 

-25 

Teledyne 

700 

-12 

527 

1,909 

3,136 

11,998 

0.51 

15.3 

2,507 

138 

Temple-Inland 

300 

NA 

2,427 

— 

2,727 

NA 

0.06 

2.7 

13,662 

-732 

Tenneco 

1,667 

-14 

507 

1,241 

3,415 

13,399 

0.05 

7.8 

37,271 

1.294 

Texaco 

604 

1 

12 

5 

621 

4.256 

0.05 

1.3 

6.784 

^09 

Texas  Instruments 

658 

0 

43 

— 

701 

2,891 

_6 

0.5 

4.893 

^10 

Texas  Utilities 

1,547 

NA 

166 

18 

1,7319 

NA 

0.05 

1.4 

7.840 

300 

Textron 

3,263 

-32 

146 

— 

3,410« 

138,034 

0.31 

29.4 

12.021 

-99 

Time  Warner 

909 

3 

613 

— 

1,522 

8,142 

0.22 

10.4 

3.614 

82 

Times  Mirror 

472 

-17 

7 

— 

479 

2,435 

13.17 

111.0 

1,647 

-36 

Timken 

823 

13 

2,176 

— 

2,999« 

4,8213 

0.30 

3.5 

2.758 

20 

TJX  Cos 

2,110 

15 

104 

— 

2,214 

21,227 

1.09 

31.3 

1.932 

247 

Torchmark 

915 

-58 

8 

— 

923 

NA 

3.02 

24.8 

1.980 

75 

Tosco                 ^^^B 

5,372 

2 

8 

11,046 

16,426" 

89,233 

0.29 

27.8 

6.124 

340 

Toys  R'  Us                  9 

1,100 

— 

119 

110 

1.329 

NA 

0.05 

1.8 

6.815 

99 

Transamehca                1 

718 

NA 

1,777 

— 

2,495 

NA 

0.26 

0.8 

2,739 

-167 

Transco  Energy               fl 

923 

32 

39 

— 

962 

5,076 

0.13 

2.8 

11,377 

307 

Travelers                      fl 

869 

1 

763 

1,028 

2,660 

NA 

0.17 

5.1 

2,035 

142 

Tribune                        H 

505 

3 

22 

— 

527 

4,084 

^s 

7 

1.681 

-184 

Tnnova                       V 

'Sales  and  profits  as  reported  in  ttie  Forbes  500s  Annual  Directory 
$100,000.    •Prior-year  data.    "New  CEO;  cash  compensation  is  ( 

issue.  Apr.  27.  1992.    'jhree-year  total, 
or  another  executive  office.     NA:  Not  ava 

*Four-year 
lable. 

total.    "Less  than  0.01%.    'Less  than 
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mniFDKArt  AMEKIUA^  MUSI  TOWERFULTEUPtt 


Company/Chief  executive 


Rank 

among 

800  execs 


Age       Birthplace 


Education 
undergraduate/graduate 


Background 


Tenure  (years) 
witti      as 
firm    CEO 


Trustmark/Frank  R  Day 

752 

54 

Aberdeen  MS 

Mississippi,  BA  '53 

banking 

34 

11 

TRW/Joseph  T  Gorman 

299 

55 

Rising  Sun  IN 

Kent  State,  BA'60/Yale,LLB '62 

legal 

24 

3 

Turner  Broadcasting/Robert  E  Turner' 

442 

53 

Cincinnati  OH 

sales 

29 

2S 

Turner  Corp/Alfred  T  McNeill 

718 

55 

Elizabeth  NJ 

Lehigh,  BS  '58 

technical 

34 

3 

TW  Holdings/Jerome  J  Richardson 

321 

55 

Spring  Hope  NC 

Wofford,  BA  '59 

administration 

31 

3 

20th  Century  Inds/Louis  W  Foster' 

404 

79 

Newberry  Ml 

Stanford,  BA  '35 

insurance 

36 

36 

Tyco  Laboratories/John  F  Fort 

48 

50 

New  York  NY 

Princeton,  BS  '63/MIT,  MS  '66 

technical 

27 

9 

Tyson  Foods/Leland  Tollett 

446 

55 

Nashville  AR 

Arkansas,  BSA  '58/MSA  '59 

operations 

33 

1 

UAL/Stephen  M  Wolf 

111 

50 

Oakland  CA 

San  Francisco  State,  BA  '65 

operations 

4 

4 

UJB  Financial/T  Joseph  Semrod 

390 

55 

Oklahoma  City  OK 

Oklahoma,  BA  '58/JD  '63 

banking 

11 

11 

Unifi/William  T  Kretzer 

107 

45 

Pittsburgh  PA 

N  Carolina  St,  BA  '68 

sales 

21 

7 

Union  Bank/Taisuke  Shimizu 

721 

56 

Japan 

Tokyo,  BS  '59 

banking 

7 

2 

Union  Camp/Raymond  E  Cartledge 

378 

62 

Pensacola  FL 

Alabama,  66A  '52 

sales 

36 

6 

Union  Carbide/Robert  0  Kennedy 

486 

59 

Pittsburgh  PA 

Cornell,  BME  '55 

operations 

37 

6 

Union  Electric/William  E  Cornelius 

506 

60 

Salt  Lake  City  UT 

Missouri,  BS  '53/Washington,  MLA  '83 

linance 

30 

8 

Union  Pacific/Drew  Lewis 

39 

60 

Philadelphia  PA 

Haverford,  BS  '53/Harvard,  MBA  '55 

finance 

6 

5 

>  Union  Planters/Benjamin  W  Rawlins  Jr 

502 

54 

Murfreesboro  TN 

Vanderbilt,  BA  '61/Georgia  St,  MBA  '69 

banking 

18 

8 

i  Union  Texas  Petrol/A  Clark  Johnson 

173 

61 

Philadelphia  PA 

Haverford,  BA  '52/Pennsylvania,  MBA  '54 

marketing 

24 

8 

Unisys/James  A  Unruh 

412 

51 

Goodrich  ND 

Jamestown,  BSBA  '63/Denver,  MBA  '64 

finance 

12 

United  HealthCare/William  W  McGuire 

15 

44 

Troy  NY 

Texas,  BA  '70/U  of  Texas  Galveston,  MD  '74 

medical 

4 

United  Missouri  Bcsh/R  Crosby  Kemper 

633 

65 

Kansas  City  MO 

banking 

42 

22 

US  Bancorp/Roger  L  Breezley 

572 

54 

Williston  ND 

North  Dakota,  BA  '60 

finance 

15 

US  Healthcare/Leonard  Abramson' 

239 

59 

Philadelphia  PA 

Penn  St,  BA  ■54/Nova,  MPA  '78 

technical 

16 

16 

US  Shoe/Bannus  8  Hudson 

524 

46 

Fort  Scott  KS 

Kansas,  BS  '68 

marketing 

7 

US  Surgical/Leon  C  Hirsch' 

3 

64 

Bronx  NY 

technical 

28 

28 

US  Trust/H  Marshall  Schwarz 

439 

55 

New  York  NY 

Harvard,  BA'58/MBA '61 

banking 

25 

United  Technologies/Robert  F  Daniell 

292 

58 

Milton  MA 

Boston  U,  AS  '54 

operations 

36 

Unitrin/Richard  C  Vie 

763 

54 

St  Louis  MO 

insurance 

9 

_2 

Universal/Henry  H  Harrell 

628 

52 

Richmond  VA 

Washington  &  Lee,  BA '61 

administration 

18 

\  Unocal/Richard  J  Stegemeier 

444 

64 

Alton  IL 

Missouri,  BS  ■50/Texas  A&M,  MS  '51 

technical 

41 

UNUM/James  F  Orr  III 

133 

49 

Minneapolis  MN 

Villanova,  BS  '65/Boston  U,  MBA  '70 

banking 

6 

Upjohn/Theodore  Cooper 

168 

63 

Trenton  NJ 

Georgetown,  BS  '49/St  Louis.  PhD  '56 

medical 

12 

US  West/Richard  D  McCormick 

263 

51 

Fort  Dodge  lA 

Iowa  St,  BSEE  '61 

operations 

7 

USAirGroup/SethESchofield 

441 

52 

Staffordville  CT 

35 

USF&G/Norman  P  Blake  Jr 

241 

50 

New  York  NY 

Purdue,  BA  '64/MA  '66 

finance 

2 

USG/Eugene  B  Connolly 

675 

60 

New  York  NY 

Hofstra,  BS  •54/MBA  64 

marketing 

34 

UsIico/CharlesVGiuffra 

578 

56 

Brooklyn  NY 

Fordham,  BA 

insurance 

26 

USLife/GordonE  Crosby  Jr 

231 

71 

Remsen  lA 

Missouri,  BS  '46 

marlieting 

33 

26 

UST  Inc/Louis  F  Bantle 

34 

63 

Bridgeport  CT 

Syracuse.  BS  '51 

marketing 

30 

19 

USX-Marathon/Charles  A  Corry 

157 

60 

Cincinnati  OH 

Cincinnati.  BA  '55/10  '59 

administration 

33 

USX-US  Steel/Chades  A  Corry 

157 

60 

Cincinnati  OH 

Cincinnati.  BA  ^S/JD  '59 

administration 

33 

UtiliCorp  United/Richard  C  Green  Jr 

462 

38 

Kansas  City  MO 

Southern  Methodist,  BSBA '76 

finance 

16 

•  Valero  Energy/William  E  Greehey 

250 

55 

Fort  Dodge  lA 

St  Mary's  University,  BBA  '60 

fioMin 

29 

18 

'Company  founder.    *New  CEO,  less  than 

SIX  months' 

service 

• 

'  -    '  1»       .  -if.*--      «...  <^ 

H. 
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Salary  +  bonus 
($000)        %  change 


$335 
1,099 
793 
365 
1.145 
1,000 


0% 

7 

17 
-14 

6 
-29 


Compensation 

other        stock  gains 
($000)  ($000) 


$6 
57 
132 
46 
51 


$141 


total 
($000) 

$341 
1,297 
925* 
411 
1,196 
1.000 


5-yr  total 
($000) 

$1,605 
4,794* 
3,034 
1,499* 
6,9743 
4.390 


Stock  owned 
%  mkt  val 

($mil) 


4.45% 
010 
58.77 
0.50 
3.66 
9.20 


$13.5 

3.2 

1,942.5 

0.3 

16.4 

87.4 


Company  data^ 
sales  profits 

($mil)  ($mil) 


$348 
7,913 
1,480 
2,672 
3.618 
907 


$28 

-140 

43 

11 

-68 

104 


Company 


Trustmar* 

TRW 

Turner  Broadcasting 

Turner  Corp 

TW  Holdings 

20th  Century  Inds 


1,200 

0 

3,330 

— 

4,530 

20,268 

1.81 

31.1 

3,077 

98 

Tyco  LaixKatories 

893 

— 

28 

— 

921 

NA 

1.51 

34.7 

3.978 

149 

Tyson  Foods 

575 

-50 

2,258 

— 

2,833 

29,419 

0.39 

11.7 

11,663 

-332 

UAL 

1          729 

5 

301 

— 

1,030 

5,620 

0.43 

3.3 

1,236 

22 

UJB  Financial 

861 

79 

23 

2,065 

2,949 

5.614 

0.55 

9.0 

1,012 

48 

Unifi 

405 

9 

4 

— 

409 

NA 

0.01 

_7 

1,633 

94 

Union  Bank 

759 

-5 

97 

195 

1,051 

4,500 

0.07 

2.5 

2,967 

125 

Union  Camp 

808 

-43 

— 

— 

808 

9.756 

0.06 

2.0 

4,877 

-9 

Union  Carbide 

660 

19 

108 

— 

768 

2.883 

0.02 

0.7 

2,097 

322 

Union  Electnc 

2,025 

5 

738 

2,131 

4,894 

16,387 

0.11 

10.5 

7.029 

64 

Union  Pacific 

577 

29 

197 

— 

774 

3,104 

0.85 

2.3 

398 

28 

Union  Planters 

853 

0 

— 

1,076 

1,929 

7,031 

0.06 

0.9 

977 

280 

Union  Texas  Petrol 

990 

70 

3 

— 

993 

2,0163 

^6 

0.1 

8.696 

-1,393 

Unisys 

1,094 

NA 

— 

6,891 

7.985 

NA 

0.27 

6.7 

824 

75 

United  Healthcare 

530 

-* 

14 

— 

544 

2,861 

9.04 

49.0 

397 

40 

United  Missoun  Bcsh 

623 

5 

25 

— 

648 

3,585 

0.01 

02 

2,014 

1% 

US  Bancorp 

1,390 

33 

177 

— 

1,5678 

5,300 

13.96 

447.6 

1,664 

151 

US  Healthcare 

733 

NA 

3 

— 

736 

NA 

0.11 

0.8 

2,726 

40 

US  Shoe 

1,779 
763 

1,166 
311 
535 
913 


19 
58 

-15 
NA 
11 

-23 


718 
140 
147 

16 
11 


20,784 
29 


23,281 
931 
1,313 
3119 
551 
924 


39,994 

NA 

8,040 

NA 

1,895* 

5,344* 


3.98 
027 
0.09 

6 

0.13 
0.05 


221.1 
1.1 
5.7 
7 

1.1 
2.5 


844 

405 

20,840 

1.255 

2,907 

9,685 


91 
31 
-1.021 
137 
70 
73 


US  Surgical 

US  Trust 

United  Technologies 

Unitrin 

Universal 

Unocal 


1.077 

1,332 

660 

467 

1.347 

475 


5 
-1 

NA 
NA 
18 


206 
439 
461 
214 
17 


1,377 
441 
336 


2,463 
1,979 
1,435 

928 
1,561 

492 


6,995 

9,981 

NA 

NA 

NA 

1,3153 


0.16 
0.10 
0.03 
0.23 
0.06 
0.51 


3.5 
5.9 
4.5 
1.3 
0.5 
0.4 


2,421 
3,426 
10,577 
6,514 
4,134 
1,712 


205  UNUM 

537  Upiohn 

553  US  West 

-305  USAir  Group 

-176  USF4G 

-161  USG 


590 
1,169 
2.441 
1,313 
1.313 

591 
1,097 


-25 
8 
9 
-18 
-18 
6 
12 


45 
3% 

13 
543 
543 

15 
138 


36 
2.705 
242 
242 
276 
256 


635 
1,602 
5,159 
2,098 
2,098 

882 
1,491 


2,545* 
6,491 
16,921 
5.0383 
5,0383 
2.510 
NA 


056 
0.96 
1.05 
0.03 
003 
1.25 
0.70 


1.1 
6.3 

68.1 
1.7 
0.4 

11.5 
8.5 


393 
1,383 

879 

12.313 

4.864 

1.075 

1.012 


11 

75 

266 

-71 

-507 

74 

99 


Usiico 
USLife 
USTInc 
USX-Marathon 
USX-US  Steel 
UtiliCorp  United 
Valero  Energy 


'Sales  and  profits  as  reported  in  the  Forbes  500$  Annual  Directory  issue.  Apr.  27,  1992.    ^jhree-year  total.    *Four-year  total.    'Less  than  0.01%.     'Less  than 
$100,000.    •Prior-year  data.    'New  CEO;  cash  compensation  is  for  another  executive  office.     NA:  Not  available. 
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CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 

Rank 

among 

800  execs 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with      as 
firm    CEO 

Valley  Bancorp/Peter  M  Flatten  III 

684 

52 

Green  Bay  Wl 

Wisconsin,  BBA  '62 

banking 

27 

Valley  National/Richard  J  Lehmann 

625 

48 

Portland  OR 

Washington,  BA  '66/MBA  '68 

banking 

4 

VarityA'ictor  A  Rice 

510 

50 

England 

finance 

22 

VF/Lawrence  R  Pugh 

253 

59 

White  Plains  NY 

Colby,  BBA  '56 

marketing 

12 

Viacom/Frank  J  Biondi  Jr 

201 

47 

New  York  NY 

Princeton,  BA  '66/Harvard,  MBA  '68 

administration 

5 

Vons  Cos/Roger  E  Stangeland 

397 

62 

Chicago  IL 

Illinois,  BS  '51 

sales 

32 

Vulcan  Materials/Herbert  A  Sklenar 

473 

60 

Omaha  NE 

Nebr  Omaha,  BS  '52/Harvard,  MBA  '54 

finance 

20 

Waban/John  F  Levy 

465 

45 

Newton  MA 

Trinity  College  CT,  BA  '69/Harvard,  MBA  '73 

journalism 

19 

Wachovia/John  G  Medlin  Jr 

467 

58 

Benson  NC 

N  Carolina,  BS  '56 

banking 

33 

Wal-Mart  Stores/David  0  Glass 

518 

56 

Mountainview  MO 

SW  Missouri  St,  BS '59 

finance 

16 

Walgreen/Charles  R  Walgreen  III 

278 

56 

Chicago  IL 

Michigan,  BS  '58 

operations 

40 

Wang  Laboratories/Richard  W  Miller 

404 

51 

Buftalo  NY 

Case  Western  Res,  BA  '67/Harvard,  MBA  '70 

administration 

3 

Warner-Lambert/Melvin  R  Goodes 

95 

57 

Canada 

Queens  U,  BA  '57/Chicago,  MBA  '60 

administration 

27 

Washington  Fedl  S&L/Elliot  K  Knutson 

286 

68 

Norma  NO 

banking 

30 

Washington  Mutual/Kerry  K  Killinger 

573 

42 

Des  Moines  lA 

Uoflowa,BBA'70/MBA'71 

fii.ance 

16 

Washington  Post/Donald  E  Graham 

736 

46 

Baltimore  MD 

Harvard,  BA  '66 

journalism 

21 

Washington  Water/Paul  A  Redmond 

738 

55 

Lakeview  OR 

Gonzaga,  BS  '65 

operations 

27 

Waste  Management/Dean  L  Buntrock' 

74 

60 

Columbia  SO 

St  Olaf,  BA  '55 

administration 

36 

Weis  Markets/Sigfried  Weis 

690 

76 

Selinsgrove  PA 

Yale,  BA  '38 

sales 

54 

Wells  Fargo/Carl  E  Reichardt 

434 

60 

Houston  TX 

use,  BA  '56 

banking 

22 

West  One  Bancorp/Oaniel  R  Nelson 

726 

54 

Spokane  WA 

Washington  St,  BBA  '62 

banking 

8 

Western  Capital  Inv/Robert  J  Malone 

705 

47 

Los  Angeles  CA 

Loyola,  BA  '66/USC,  MBA  '69 

banking 

2 

Westinghouse/Paul  E  Lego 

553 

62 

Sandy  Ridge  PA 

Pittsburgh.  BSEE  '56/MSEE  '58 

technical 

36 

Westvaco/John  A  Luke 

303 

66 

Tyrone  PA 

Yale,  AB  '49 

operations 

43 

Wetterau/Ted  C  Wetterau 

343 

64 

St  Louis  MO 

Westminster,  BA  '52 

marketing 

40 

Weyerhaeuser/John  W  Creighton  Jr 

634 

59 

Pittsburgh  PA 

Ohio  St,  BS  '54/JD  '57 

administration 

22 

Whirlpool/David  R  Whitwam 

219 

50 

Stanley  Wl 

Wisconsin,  BS  '67 

marketing 

24 

Whitman/James  WCozad 

75 

65 

Huntington  IN 

Indiana,  BS  '50 

finance 

2 

Whitney  Holding/William  L  Marks 

727 

49 

Florence  AL 

Wake  Forest,  BA  '66 

banking 

2 

Willamette  Inds/William  Swindells 

537 

61 

Oakland  CA 

Stanford,  BS  '53 

operations 

39 

Williams  Cos/Joseph  H  Williams 

240 

58 

Tulsa  OK 

Yale,  BA  '56 

operations 

33 

Wilmington  Trust/Bernard  J  Taylor  II 

484 

66 

Philadelphia  PA 

Pennsylvania,  BS  '49 

banking 

13 

Winn-Dixie  Stores/A  Dane  Davis 

413 

46 

New  Rochelle  NY 

sales 

24 

Wisconsin  Energy/Richard  A  Abdoo 

692 

48 

Port  Huron  Ml 

Dayton.  BSEE  '65/0  of  Detroit,  MA  '69 

technical 

17 

Witco/William  R  Toller 

345 

61 

Fort  Smith  AR 

Arkansas,  BA  '56 

finance 

8 

Woolworth/Harold  E  Sells 

51 

63 

Ozark  AR 

sales 

47 

Worthington  Inds/John  H  McConnelP 

676 

69 

New  Manchester  WV 

Michigan,  BA  '49 

m?r4«etin£ 

37 

WPLHoldings/ErrollBDavisJr 

765 

47 

Pittsburgh  PA 

Carnegie-Mellon,  BSEE  '65/Chicago,  MBA  '67 

finance 

14 

Wm  Wrigley  Jr/William  Wrigley 

333 

59 

Chicago  IL 

Yale,  BA  '54 

mattatiNi 

36 

Xerox/Paul  A  Allaire 

229 

53 

Worcester  MA 

Worcester  Poly,  BSEE  ■eO/Camegie-Mellon.  MSIA  66  tecfinical 

26 

Yellow  Freight  Sys/George  E  Powell  III 

744 

43 

Kansas  City  MO 

Indiana,  BS '70 

operations 

21 

York  Intl/Robert  N  Pokelwaldt 

72 

55 

North  Tonawanda  NY 

SUNY  Buffalo.  BS  '60 

administration 

9 

Zions  Bancorporation/Harris  H  Simmons 

677 

37 

Salt  Lake  City  UT 

Utah,  BA  '77/Hatvard,  MBA  '80 

bankint 

11 

'Company  founder. 
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Salary  +  bonus 
($000)       %  change 


$453 
504 
594 
1,475 
1,735 
1,009 

485 
687 
683 
710 
1,054 
1,000 

1,287 
302 
533 
375 
298 


1,095 

537 

1,590 

1,210 

400 

580 


20% 
0 
^0 
66 

19 
14 

-33 

13 
-30 

13 

15 

14 

NA 

1 

34 


1,100 

-30 

460 

5 

775 

-Al 

369 

-24 

440 

NA 

677 

-60 

948 

-A 

22 
NA 
60 
24 
-29 
5 


— Compensation 

other        stock  gains 
($000)  ($000) 

$29  - 

52  - 

160  - 


375 

187 

27 

37 

323 

461 

224 

1 

11 
78 
95 

9 
171 
32 

7 

43 

36 
6 

43 
2,558 

128 


$163 


,410 
811 
113 


2,647 


287 


total 
($000) 

$482 
556 
754 
1,475 
1,735 
1,009 

860 
8748 
872 
7478 
1,377 
1,000 

3,158 

1,337 

647 

386 

376 

3,842 

469 
946 
401 
440 
684 
1,278 

1,131 

543 

1,634 

3,768 

400 

708 


5-yr  total 
($000) 

$1,629^ 
1,6303 
3,892 
8,988 
5,777* 
3,975 

5,573 

NA 
5,135 
10,471* 
5,450 

NA 

NA 

4,572* 

NA 

NA 

1,939 

29,509 

2,150 
9,159 
1,909 

NA 

NA 
4,826* 

8,012 

NA 
4,728 

NA 

NA 
2,722 


Stock  owned 
%  mkt  val 

($mil) 


Company  data^ 
sales  profits 

($mil)  ($mil) 


0.65% 

0.33 

0.67 

0.05 

0.52 

2.54 

0.27 
0.62 
0.07 
0.13 
0.53 

6 

0.07 
1.79 
0.85 
12.99 
0.06 
0.59 

12.82 
0.26 
0.02 
0.21 

0.01 
0.51 

5.55 
0.02 
0.03 
0.17 
0.17 
6.45 


$2.6 

3.4 

2.4 

1.4 

21.7 

30.9 

4.0 
4.3 

3.9 
77.5 
22.0 


5.5 
14.4 
5.2 

347.4 
0.5 

119.0 

146.4 
10.8 
0.1 
0.2 
0.8 
12.6 

26.1 
1.3 
1.0 
2.6 
0.3 
128.7 


$380 
1,132 
3,169 
2,952 
1.712 
5,350 

1,007 
2,784 
3,138 
43,887 
6,901 
1,940 

5,059 
283 
739 

1,380 
567 

7,551 

1,294 

5,861 

520 

256 

12,794 

2,268 

5,718 
8.702 
6,770 
2.393 
251 
2.005 


$31 

35 

-178 

161 

-47 

65 

53 

30 

230 

1,609 

198 

-380 

141 
74 
68 

119 
72 

606 

81 
21 
41 
6 
-1,086 
148 

50 

-101 

170 

80 

-5 
46 


CU)mpany 


Valley  Bancorp 
Valley  National 
Vanty 
VF 

Viacom 
Vons  Cos 

Vulcan  Materials 

Waban 

Wachovia 

Wal-Mart  Stores 

Walgreen 

Wang  Laboratories 

Warner-Lambert 
Washington  Fedl  S&L 
Washington  Mutual 
Washington  Post 
Washington  Water 
Waste  Management 

Weis  Markets 
Wells  Fargo 
West  One  Bancorp 
Western  Capital  Inv 
Westinghouse 
Westvaco 

Wetterau 
Weyerhaeuser 
Whirlpool 
Whitman 
Whitney  Holding 
Willamette  Inds 


I 


1,208 

18 

359 

— 

1,567 

5,887 

0.33 

5.0 

2,105 

110 

Williams  Cos 

789 

11 

12 

10 

810 

5,665 

0.37 

3.6 

429 

72 

Wilmington  Trust 

646 

8 

346 

— 

993 

3,118 

2.44 

81.0 

10,203 

178 

Winn-Dixie  Stores 

454 

— 

12 

— 

466 

NA 

_6 

0.2 

1.539 

189 

Wisconsin  Energy 

798 

72 

— 

322 

1,120 

NA 

0.06 

0.6 

1.631 

74 

Witco 

1,265 

-8 

780 

2,437 

4,4828 

12,474 

0.10 

3.9 

9,914 

-53 

Woolworth 

480 

-9 

9 

— 

489 

2,741 

14.59 

203.9 

891 

46 

Worthington  Inds 

307 

14 

— 

— 

307 

NA 

002 

0.2 

649 

65 

WPL  Holdings 

730 

0  ■ 

425 

— 

1,155 

4.289 

17.68 

513.2 

1,149 

129 

WmWngleyJr 

1,083 

-9 

512 

12 

1,608 

NA 

0.02 

1.7 

17,830 

454 

Xerox 

343 

-36 

28 

— 

371 

NA 

1.33 

10.6 

2,344 

27 

Yellow  Freight  Sys 

813 

NA 

3,078 

— 

3,891 

NA 

0.63 

6.6 

1,653 

13 

York  IntI 

326 

— 

3 

158 

487 

NA 

4.15 

12.9 

344 

29 

Zions  BancorporatKMi 

'Sales  and  profits  as  reported 
$100,000.    8Prior-year  data. 

in  the  Forbes  500s  Annual  Directory 
NA:  Not  available. 

issue,  Apr.  27, 

1992.    'Three 

year  total. 

*Four-year  total. 

•Less  than  0.01%.    'Less  than 
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Compared  with  the  Disney  parks,  the  Six  Flags 
amusement  parks  are  also-rans.  Can  the  man 
who  made  MTV  change  that? 

''We're  bigger, 
faster,  closer" 


By  Lisa  Gubemick 

Comparing  roller  coaster  speeds 
isn't  necessarily  one  of  the  more 
compelling  advertising  messages  of 
recent  years. 

But  it's  a  message  that  Six  Flags 
Entertainment  is  pushing  as  the  Time 
Warner  affihate  tries  to  move  into  the 
big  leagues  of  fun. 

Ranking  dead  last  in  profitabilit)^  of 
all  the  major  amusement  park  chains, 
$436  million  (revenues)  Six  Flags  is 
directiy  targeting  Walt  Disney  Co.  in 
a  $30  million  media  blitz. 

Most  of  the  money  will  be  spent  on 
broadcast  and  cable  television  adver- 
tising. The  campaign  trumpets  that 
Six  Flags'  parks  are  "bigger,  faster, 
closer"  than  Disneyland.  Much  of 
this  is  literally  true,  especially  the  clos- 
er part:  84%  of  the  countn^'s  residents 
have  a  Six  Flags  park  within  300  miles 
of  their  home. 

Six  of  the  company's  seven  parks — 
situated  in  Jackson,  N.J.,  Gurnee,  111., 
Eureka,  Mo.,  Valencia,  Calif.,  Atlan- 
ta, Ga.  and  Arlington,  Tex. — are  in 
fact  bigger  than  80-acre  Disneyland. 
And  the  roller  coasters  clock  in  at  an 
average  of  65mph,  compared  with 
35mj:>h  for  Disney's  Space  Mountain. 
Take  that,  Mickey. 

Behind  the  assault  on  the  land  of 
the  mouse  is  Robert  Pittman,  the  38- 
year-old  who  founded  MlA'  and  took 
over  as  Six  Flags'  chief  executive  la.st 
December.  "Disney  is  the  gold  stan- 
dard," says  Pittman. 

"We  are  using  the  classic  second- 
place  strateg}':  We  know  we  aren't 
Disney,  but  we  want  people  to  think 
of  us  on  the  Disney  scale  so  they 
understand  that  w  e're  not  some  dinky 
kiddie  park." 

Pittman's  strategy  worked  on  Matt 
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and  Toni  Sides,  nvo  new  h'wed  potato 
firmers  from  Martins  Mill,  Tex.  Matt 
Sides  saw  one  of  Pittman's  aggressive 
commercials  and  figured  that  the  Six 
Flags  park  in  Arlington,  two  hours 
away,  would  make  a  perfect  honey- 
moon spot.  Especially  since  the  park 
was  running  a  promotion  with  Coca- 
Cola,  oftering  S6  oft' the  522.95  ad- 
mission price  for  anyone  who  could 
produce  a  Coke  can. 

When  last  seen,  the  Sideses  had  just 
jump-started  their  marriage  on  the  Six 
Flags  Texas  Giant  roller  coaster,  a 
62mph  wooden  screamer.  Com- 
mented Matt  Sides:  '^VVTioa!" 


/  \v 


Pittman's  new 
Dfomotions 
•'or  Six  Flags 
Weekly 
drawings  lure 
customers,  as  do 
promotional 
discounts  with 
Coca^^ola  and 
McDonald's. 


Six  I- lags' 
Bob  Pittman 
Pushing  his 
amusement  parks 
with  a  direct  dig 
at  Disneyland. 


Pittman  has  borrowed  tactics  from 
other  marketers'  playbooks.  He  had 
seen  Pizza  Hut  transform  Tuesday 
night  from  the  chain's  weakest  eve- 
ning to  one  of  its  best  by  instituting  a 
Tuesday  "Kids'  Night"  promotion. 
So  Pittman  tested  ""Thousand  Dollar 
Thursdays"  at  the  New  Jersey  park, 
holding  SI, 000  drawings  ever\  hour. 
As  a  result,  normally  sluggish  Thurs- 
day attendance  rose  60%,  more  than 
three  times  the  overall  increase  for  the 
park.  This  year  at  least  r\\o  more  Six 
Flags  parks  will  be  running  similar 
promotions. 

It  has  never  been  clear  how  many 
real-world  synergies  would  emerge 
among  the  Time  Warner  conglomer- 
ate's many  businesses.  But  Six  Flags  is 
tr\ing  to  benefit  from  the  merger  by 
dipping  into  Warner's  bag  of  goodies. 
It  has  a  new  Yosemite  Sam  ride  based 
on  the  Warner  owned  Loony  Tunes 
cartoon  character. 

In  Chicago  a  new  Batman  ride — 
replete  with  a  walk  through  a  deci- 
mated Gotham  Cit\ — will  open  the 
month   before   the   June   release  of 


Time  Warner's  Barman  Returns. 

It's  expected  to  become  the  park's 
most  popular  attraction.  In  adclition, 
Pittman  contends  that  sales  of 
Warner- licensed  merchandise,  like 
Sylvester  the  Cat  and  Tweer.  Bird, 
should  help  boost  per  capita  spending 
at  the  parks  from  last  year's  53.50  to 
an  expected  57  by  1996. 

Pittman  will  need  all  his  tricks  be- 
fore anyone  starts  saluting  Six  Flags. 
Its  revenues  are  a  fraction  of  the  52.8 
billion  Disney  gets  from  its  parks  and 
hotels,  and  its  24.4%  pretax  profit 
margin  compares  with  40%  for  Cedar 
Fair,  28%  for  Anheuser-Busch  and 
29%  for  Disney. 

Much  of  the  blame  for  this  falls  on  a 
muddled  past  identit)',  largely  be- 
cause of  Slx  Flags'  revoKing-door 
ownership  over  the  last  decade.  The 
first  Six  Flags  park  was  opened  in 
1961  by  Angus  Wynne,  the  son  of  a 
wealth)'  Texas  oilman.  After  a  \Tsit  to 
Disneyland,  Wxnne  decided  that 
there  was  a  market  for  a  Disney-st\ie 
amusement  park,  but  closer  to  home 
and  more  afrbrdable. 

In  1966  W\-nne  sold  out  to  Penn 
Central,  which  expanded  the  opera- 
tion and  held  on  to  it  until  1982. 
Then  came  ownership  stints  by  Balh' 
Corp.  and  Wesray  Capital. 

Time  Warner  bought  a  19.5%  stake 
in  1990  for  519.5  million  and  joined 
with  Wertheim  Schroder  &;  Co.  and 
the  Blackstone  Group  to  acquire  fiill 
ownership  of  SLx  Flags  for  5700  mil- 
lion last  year. 

Pittman  found  the  chain's  market- 
ing to  be  as  contusing  as  its  past 
ownership.  One  teIe\ision  spot  for  Six 
Flags'  Jackson,  N.J.  park  showed 
screaming  teenagers  on  a  ride  called 
Shock  Wave,  ""the  world's  biggest 
roller  coaster." 

Only  at  the  end  of  the  commercial 
did  the  words  "Great  Adventure" 
appear,  tucked  in  the  comer  of  the 
screen.  "Even  if  you  figured  out  it  was 
a  theme  park,  you  didn't  know  where 
it  was  or  how  to  get  there,"  sax's 
Pittman. 

Pittman's  next  goal  is  to  get  \isitors 
to  leave  more  money  behind.  He 
wants  to  jazz  up  the  lackluster  restau- 
rants. "That  business  is  just  walking 
out  the  dcxir,"  he  sax's. 

Will  Pittman  soon  advertise  longer, 
taster  hot  dogs  than  Disncx .-  He  just 
mi^t.  ^ 
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mrSIHKS  STRATEGY 


MONEY  a  INVESTMENTS 


Much  of  the  world  has  figured  out  the  magic  secret 
of  economic  growth.  We  Americans  had  better 
pay  attention  to  what  has  been  learned. 

WTiU  Mexico 

suirpass  the  U.S  J 


John  Rutledge  is  an  economist 

and  chairman  of  Rutledge  &  Co.,  a  merchant 

bank  in  Claremont,  Calif. 


The  Bush  Administration's  handling 
of  the  recession  reminds  me  of  two 
neighbors  who  appeared  before  a 
judge  to  settle  a  dispute.  Smith  said: 
"He  borrowed  my  new  bucket.  When 
he  returned  it,  it  had  a  hole  in  it.  So  I 
want  him  to  replace  the  bucket  with  a 
new  one."  Jones  replied:  "I  object, 
Your  Honor.  I  never  borrowed  his 
bucket.  Besides,  it  already  had  a  hole 
in  it  when  I  got  it  and  it  was  in  perfect 
condition  when  I  returned  it." 

After  months  of  claiming  that  there 
was  nothing  wrong  with  the  econo- 
my, the  government  is  telling  us  that 
the  recession  it  has  been  denying  is 
now  over.  Last  week  the  C'ommerce 
Department  made  it  official — gross 
domestic  product  grew  at  a  respect- 
able but  unexciting  2%  annual  rate  in 
the  first  quarter. 

No  question,  the  commodity'  and 
residential  real  estate  deflation  that 
has  plagued  the  economy  for  more 
than  a  year  has  ended.  This  means 
household  net  worth  is  grow  ing  again 
and  the  credit  crunch  is  gradually 
beginning  to  thaw.  Firming  net  worth 
establishes  a  firm  Ibundation  for  ceo 
nomic  growth  this  year.  The  question 
now  is  not  w  hether  the  economy  w  ill 

234 


grow  this  year,  it  is  whether  it  will 
grow  fast  enough  between  now  and 
November  to  keep  the  White  House 
from  having  to  order  new  stationery 
next  January. 

This  growth  comes  as  something  of 
an  embarrassment  to  the  100  econo- 
mists who  signed  an  open  letter  two 
weeks  ago  to  the  Administration,  the 
Congress  and  the  Federal  Reserve 
asking  the  government  to  ladle  an 
additional  $50  billion  of  pork  into  the 
economy,  with  the  loin  section  re- 
served for  more  spending  on  educa- 
tion (by  my  count,  71  of  the  100 
economists  list  an  educational  institu- 
tion as  their  employer). 

I  would  have  nominated  this  letter 
as  the  dumbest  idea  of  the  year  except 
for  some  noises  coming  from  the 
Clinton -for- President  camp.  These 
Democrats  want  to  forge  a  partner- 
ship between  (big)  government,  (big) 
business  and  (organized)  labor  to  put 
together  an  industrial  policy  to  create 
an  America  Inc.  so  we  can  effectively 
compete  with  Japan  Inc.  in  the  world 
marketplace. 

While  these  folks  are  urging  us  to 
emulate  Japan,  Japanese  net  worth  is 
sinking  like  the  setting  sun.  Japan's 
stock  market  and  real  estate  values  are 
in  virtual  meltdown  and  the  capital 
ratios  of  Japanese  banks  are  approach 
ing  the  red  line.  This  is  a  suitable  role 
model  for  America  in  the  1990s.' 

Industrial  policy  is  a  dumb  idea.  It 
rests  on  the  belief  that  some  task  force 
of  smart  pet)ple  can  improve  on  the 
marketplace  by  deciding  which  busi- 
nesses and  which  products  are  espe- 
cially important,  which  de.ser\e  go\ 
ernment  subsidies  or  tax  credits.  It's  a 
seducti\e  idea,  but  it  ne\er  works. 
Nobody  is  that  smart,  least  of  all  those 
in  government,  intimately,  dccisitins 
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are  made  politically.  Subsidies  to  one 
man  come  out  of  another  man's  pock- 
et, reducing  growth.  Once  you  begin 
to  distort  the  information  summa- 
rized in  market  prices,  markets  don't 
clear  and  economies  don't  grow. 
That's  why  most  of  the  world  is  aban- 
doning socialism. 

Fighting  the  semiconductor  wars, 
the  steel  wars  and  the  auto  wars  with 
Japan  are  yesterday's  battles.  Our 
principal  challenge  for  the  next  de- 
cade is  not  going  to  be  to  compete 
with  Japan,  Germany,  Taiwan  and 
Korea  for  markets;  it  will  be  to  com- 
pete with  Mexico,  Brazil,  Hungary, 
India  and  a  long  list  of  other  countries 
for  resources,  for  capital  and  people. 

These  governments  learned  the 
hard  way  that  industrial  polio-  and 
state  control  of  the  economy  don't 
work.  They  have  discovered  the  silver 
bullet  that  is  going  to  lead  them  out  of 
povert}\  People  and  capital  are  no 
longer  fixed  factors  of  production — 
both  are  more  mobile  today  dian  ever 
before  in  historx'.  This  means  that 
governments  have  lost  their  monopo- 
ly power  to  tax,  regulate  and  generally 
do  what  they  wish  with  the  resources 
that  lie  within  their  borders. 

Governments  must  earn  their  ft-an- 
chise  to  tax  their  citizens  by  delivering 
value  for  money  received.  And  from 
now  on  governments  must  compete 
for  internationally  mobile  resources 
by  creating  attractive  conditions  for 
doing  business.  The  winners,  like 
Mexico,  will  have  an  abundance  of 
resources,  growing  economies  and 
rising  standards  of  li\ing.  Govern- 
ments that  tr\-  to  expropriate  re- 
sources rather  than  attract  them  will 
be  unable  to  deliver  growth  to  clients. 
They  will  be  blow  n  out  of  office. 

Powerful  as  the  U.S.  is,  it  must 
today  compete  for  capital  and  re- 
sources just  like  everNbody  else.  We 
ought  to  be  able  to  win  this  competi 
ti\  e  battle.  Competing  tor  resources  is 
what  made  America  rich — during  all 
of  our  histor\\  people,  attracted  by 
freedom  and  opportunities  to  get 
rich,  have  pounded  on  our  dtwr  to  get 
in.  Of  ctHirse,  that  wws  before  our 
government  began  to  tax  capital  and 
regulate  away  its  returns.  We  don't 
need  an  industrial  policv,  we  need  to 
return  to  the  policies  that  attracted 
people  and  capital  to  America  in  the 
first  place.  i* 
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OUTH  AFRICA 

UB  OF  THE  SOUTH 


by  Martin  Schneider  ■ 


'IK  BOTHA  holds  a  four-page  brochure.  He 
>ersonally  commissioned  it,  and  he  uses  it  as  a  pithy 
ntroduction  to  the  extraordinar>-  number  of 
neetings  he  and  his  colleagues  have  been  holding 
kith  foreign  dignitaries  and  missions  since  South 
\frica  was  readmitted  to  the  world  community.  In 
naps  and  charts,  it  provides  an  easily  assimilable 
issessment  of  South  Africa's  position  in  sub- 
saharan  and  southern  Africa. 

Botha,  a  populist,  liberal  Afrikaner  of  fiery 
Tiien,  has  been  South  Africa's  Foreign  Minister  for 
he  past  15  years.  The  world's  longest-serving 
-oreign  Minister  after  Germany's  Hans-Dietrich 
Genscher,  Botha  survived  the  reigns  of  former 
Presidents  John  Vorster  and  P.  W.  Botha  despite 
openly  criticizing  the  apanheid  system  which  led  to 
South  Africa  being  ostracized  for  the  best  part  of 
40  years. 

Today,  he  is  able  to  sit  back  in  his  office  near 
Parliament  in  Cape  Town  and  say,  "It  is  wonderful 
to  be  able  to  do  normal  business  with  the  world 
again."  He  points  at  the  map  of  southern  Africa 
in  his  brochure.  "You  know,"  he  says,  "Jan  van 
Riebeeck  landed  at  the  Cape  in  1652  to  establish  for 
the  Dutch  a  revictualling  station  between  East  and 
West.  Now  we  are  once  again  the  hub  of  the  south. 


"I  have  spoken  to  the  heads  of  state  of  virtually 
every  country  in  southern  Africa,  and  they  all  agree 
that  we  must  form  our  own  economic  community. 
In  faa,  I  received  a  standing  ovation  when  I  outlined 
our  views  to  southern  African  leaders  in  Lusaka  last 
year. 

"We  need  to  put  together  a  package  that  will 
show  how  the  region  can  prosper  through  co- 
operation. Then  we  need  to  take  this  to  the  world 
and  obtain  the  development  capital  required.  And 
in  speaking  with  one  voice,  we  can  make  our 
presence  felt  in  the  world. 

"With  our  neighbors,  we  can  become  the 
locomotive  of  growth  for  Africa  and  for  the  Indian 
Ocean  Basin,  as  well  as  the  connecting  point 
between  Asia  and  Australasia  and  South  America. 
Nothing  can  hold  us  back  except  ourselves." 

Says  Neil  Van  Heerden,  Botha's  urbane 
Director  General,  "We  are  no  longer  a  far-flung 
outcast  at  the  foot  of  a  remote  continent." 

Botha's  brochure  encapsulates  the  hopes  and 
dreams  shared  by  a  growing  number  of  South 
Africans  of  all  persuasions.  It  is  the  type  of  vision 
shared  by  many  of  the  principal  players  in  current 
round-table  talks  aimed  at  resolving,  under  a  new 
constitution,    the    ethnic    conflict    which    has 


Principal  players:  President  F.  W.  de  Klerk,  the  Afrikaner  nationalist  who  abandoned  apartheid 
and  now  plans  to  broaden  his  base  beyond  white  voters  by  wooing  black  support  for  coming 
non-racial  elections;  ANC  president  Nelson  Mandela,  imprisoned  under  National  Party  rule  for  27 
years  and  now  likely  to  be  a  central  figure  in  a  new  government;  and  Inkatha  Freedom  Party 
leader  Mangosuthu  Buthelezi  with  strong  support,  particulariy  among  the  dominant  Zulu  group. 


This  special 
focus  on 
South  Africa 
has  been 
edited  by 
Martin  Schneider, 
the  editor  of 
Leadership, 
South  Africa's 
own  business 
magazine. 
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Outward  Bound: 
Foreign  minister 
Pik  Botha,  at  the 
forefront  of 
South  Africa's 
return  to  the 
world  community. 
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threatened  to  plunge  South  Africa  into  civil  war. 

Around  the  table  at  Codesa,  the  Convention 
for  a  Democratic  South  Africa,  are  groups  that 
recently  were  still  at  war  with  each  other.  They 
include  President  F.  W.  de  Klerk's  ruling  National 
Party,  which  has  systematically  dismantled  the 
system  of  racial  discrimination  imposed  by  white 
minority  government  since  1948.  Backed  by  a  two- 
thirds  majority  in  a  recent  referendum  among 
whites,  De  Klerk  now  has  a  mandate  to  negotiate 
a  new  constitution  in  which  power  is  shared  with 
the  black  majority  through  a  system  of  proportional 
and  regional  representation. 

Then  there  is  Nelson  Mandela's  African 
National  Congress,  the  popular,  formerly  exiled 
guerrilla  movement  set  to  be  the  major  player  in  a 
new  government.  Among  other  parties  involved  in 
Codesa  is  Chief  Mangosuthu  Buthelezi's  Inkatha 
Freedom  Party,  with  its  strong  base  among  the 
country's  biggest  single  ethnic  group,  the  Zulus. 

For  them,  the  creation  of  the  so-called  "new 
South  Africa"  holds  out  the  hope  that  the  country 
can  at  last  begin  to  realize  the  potential  that  lies  in 
its  vast  natural  resources  and  well-developed 
managerial,  financial  and  physical  infrastructure. 

South  Africa  is  its  continent's  powerhouse.  It 
produces  291^0  of  the  world's  gold,  47'^o  of  its 
platinum,  35%  of  its  chromium.  45"'7o  of  its 
vanadium  and  a  rich  variety  of  other  metals  and 


minerals.  It  carries  Ve'^o  of  the  rail  freight  moved 
in  sub-Saharan  Africa,  it  consumes  72<^o  of  its  steel, 
produces  40'^o  of  its  cement  and  has  57'^o  of  its 
telephones. 

South  Africa  also  generates  69'f7o  of  the 
electricity  used  in  sub-Saharan  Africa,  and  Eskom, 
its  power  utility,  is  negotiating  with  African  nations 
to  link  up  the  continent's  power  grids. 

By  harnessing  its  resources  and  regaining  free 
access  to  world  markets.  South  Africa  hopes  it  can 
begin  to  meet  the  aspirations  of  its  35  million  people, 
most  of  whom  have  not  enjoyed  proper  access  to 
educational  and  job  opportunities.  In  turn.  South 
Africa  can  begin  to  act  as  a  catalyst  for  growth 
among  the  other  70  million  people  in  the  rapidly 
changing  southern  African  region  and  beyond. 

Many  of  these  countries  are  settling  civil  wars 
which  have  wrecked  their  economies.  .Mmost  in 
concert  with  east  Europeans,  they  arc  also  rejecting 
the  stifling  post-colonial  autocrats  who  brought 
them  to  the  brink  of  ruin  -  and,  in  some  cases, 
beyond  it. 

Botswana  stands  out  as  one  ot  .Mnca  s  tew 
democracies  and  one  of  the  few  countries  that  has 
sustained  a  modern  economy.  It  has  been  joined  by 
Namibia  as  an  independent  democracy;  Zambia  has 
rejected  Dr.  Kenneth  Kaunda  and  voted 
overwhelmingly  to  install  Frederick  Chiluba.  a 
former  trade  unionist  with  a  strong  commitment  to 
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COMMENT  BY 

WILLIAM  LACY  SWING 

UNITED  STATES 

AMBASSADOR 

TO  SOUTH  AFRICA 

SOUTH  AFRICA  offers  Africa  its  best 
prospect  in  the  short-to-medium  term  of 
a  viable,  even  vibrant  sub-region.  No  other 
part  of  Africa  approaches  South  and 
southern  Africa's  level  or  unique  mix  of 
infrastructure,  know-how,  resources  and 
institutional  capacity. 

One  of  the  world's  most  valuable 
areas  only  a  dozen  years  ago,  southern 
Africa  today  stands  on  the  threshold  of 
becoming  an  integrated  region  of  peace 
and  a  beacon  for  investment  with  viable 
sub-regional  organizations.  This  is  so 
because  of  a  unique  dynamic  at  work  in 
Africa's  southern  tip,  peacemaking  and 
democracy,  which  has  led  to  the  demise 
of  apartheid,  independence  for  Africa's 
last  colony  and  the  beginning  of  the  end 
of  two  civil  wars. 

Thus,  no  other  time  in  this  century 
have  South  and  southern  Africa  had  a 
more  fortuitous  set  of  circumstances:  a 
favorable  global  backdrop  with  the  Cold 
War's  end,  liberal  democracy's  triumph, 
an  historic  transition  in  South  Africa  and 
a  positively  evolving  regional  framework. 


democracy  and  a  market-oriented  economic  system. 

Oil-rich  Angola  has  settled  its  civil  war  and  is 
now  preparing  for  multi-party  elections,  and  its  twin 
former  Portuguese  colony.  Mozambique,  is  heading 
in  the  same  direction.  In  Zimbabwe,  the  imperious 
Robert  Mugabe  is  under  pressure  to  abandon 
outworn  African  socialism. 

For  decades,  the  nations  of  Africa  have 
officially  spurned  the  apartheid  south,  though  many 
were  forced  into  clandestine  trade  and  barter.  But 
now,  with  the  passing  of  apartheid,  they  view  South 
Africa  as  the  one  country  that  can  stimulate 
continental  growth  and  much-needed  intra-African 
trade  which  accounts  for  only  5%  of  business 
conducted  in  the  continent. 

"A  tragedy  of  Africa,"  says  Harry  Schwarz, 
South  Africa's  ambassador  in  the  U.S.,  "is  that  it 
has   simply   exported   its   raw   materials   to   the 


Diplomat's 
diplomat:  Foreign 
ministry  director- 
general  Neil  van 
Heerden,  widely 
regarded  by 
international 
counterparts  as 
one  of  the  most 
professional 
officers  with  whom 
they  have 
negotiated. 
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Hard  Assets:  Gold 
bars  being 
checked  at  Rand 
Refineries  for 
shipment  to  world 
markets  symbolize 
South  Africa's  vast 
store  of  mineral 
wealth. 


developed  world,  which  then  added  its  labor  and 
sold  value-added  products  back  to  Africa.  South 
Africa  can  help  to  change  this." 

A  striking  example  of  the  remarkable  progress 
made  by  the  South  African  government  in 
normalizing  its  relations  with  Africa  is  the  reaction 
of  the  Nigerian  Foreign  Minister  to  ANC  objections 
to  the  visit  to  his  country  of  De  Klerk  and  Botha. 
"Nigeria,"  he  said,  "is  a  sovereign  state  and  has 
its  own  policy,  and  this  policy  will  not  be  determined 
by  another's  interests,  but  by  our  own  interests." 

However,  without  substantial  inflows  of  private 
investment  from  international  business,  and  public 
development  capital  from  such  organizations  as  the 
World  Bank,  it  is  generally  feared  that  South  Africa 
will  be  unable  to  grow  sufficiently  fast  on  the  basis 
of  its  own  resources  and  exports  to  meet  its 
neighbors'  and  its  own  citizens'  soaring 
expectations.  Urging  international  investment, 
Herman  Cohen,  U.S.  Assistant  Secretary  of  State 
for  Africa,  told  a  recent  House  of  Representatives 
Sub-Committee  hearing:  "We  believe  that  action 
cannot  wait." 

Commenting  on  proposals  for  a  multi-biUion 
dollar  South  Africa  Democracy  Aid  Initiative, 
Cohen  said,  "The  economic  underpinnings  that  will 
be  essential  to  the  success  of  democracy  must  be 
built  now,  and  we  and  other  international  parties. 


pubhc  and  private,  must  be  involved. 

"We  don't  think  the  international  community 
should  wait  until  there  is  a  new  constitution  and  a 
new  majority  government.  We  feel  that  as  soon  as 
there  is  a  multi-racial  interim  government,  the 
international  community  should  weigh  in  and  help 
revitalize  the  economy  because  the  whole  process 
could  fall  apart  if  there  is  no  start  made  on  creating 
jobs  and  achieving  greater  economic  growth." 

But,  as  Botha  points  out,  it  is  the  United  States 
which  is  reticent.  Although  President  Bush  has  lifted 
federal  sanctions,  many  U.S.  states  have  maintained 
a  complex  web  of  144  embargoes  on  trade  and 
investment  that  severely  restrict  local  business 
people's  ability  to  engage  with  South  Africa.  In  fact, 
says  Botha,  state  sanctions  against  Namibia  are  still 
in  force  even  though  that  country  gained 
independence  from  South  Africa  two  years  ago  and 
is  now  a  fully-fledged  member  of  the  international 
community. 

Botha  says  the  lifting  of  virtually  all  sanctions 
by  European  and  Asian  nations  has  led  to  a  heady 
procession  of  visits  by  official  trade  missions  and 
business  delegations. 

"They're  causing  a  rather  pleasant  traffic 
jam,"  he  says.  "With  respect,  I  say  to  my  American 
friends  that  you  are  losing  out.  The  vacuum  left  by 
the  withdrawal  of  international  corporations  in  the 
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"The  fairest  cape  in  all  the  world,"  noted  Sir  Francis  Drake  on  his  16th  century  circumnavigation 
of  the  globe.  Established  as  a  revictualling  station  by  the  Dutch  East  Indies  Company  in  1652, 
Cape  Town  is  South  Africa's  oldest  and  second  largest  city.  Cradled  beneath  Table  Mountain, 
the  city  is  a  tourists'  haven  with  its  splendid  hinterland  winelands. 
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partheid  years  is  being  filled  by  the  Japanese  and 
le  Europeans." 

The  U.S.  corporate  stampede  from  South 
frica  began  in  the  mid  1980s.  Until  then,  the  U.S. 
/as  a  substantial  investor  in  South  Africa.  Between 
966  and  1981  U.S.  investment  increased  to  US$2.6 
illion.  Between  1985  and  1989  it  plummeted  to 
JS$214  million  as  180  U.S.  corporations  withdrew. 
Jy  1990  there  were  1 14  U.S.  corporations  with  direct 
nvestments  in  South  Africa,  and  176  corporations 
vith  non-equity  licenses  and  franchised  interests. 
Jut  there  were  445  non-U. S.  companies  with  direct 
nvestments  and  132  with  non-equity  links,  a  figure 
hat  has  risen  significantly  since  F.  W.  de  Klerk 
:mbarked  on  his  political  and  social  reforms. 
Today,  Germany  and  the  United  Kingdom  are 
50uth  Africa's  dominant  trade  and  investment 
partners.  During  that  lost  generation,  the  U.S. 
nvestor  Responsibility  Research  Center  estimates 
11  trade  and  investment  sanctions  cost  South  Africa 
US$27  billion.  U.S.  corporations  that  retained 
nvestments  have  continued  to  play  a  significant 
social  role  in  South  Africa.  They  still  implement  the 
Sullivan  Codes  which  were  introduced  in  the  mid 
1980s  in  response  to  demands  to  withdraw  from  the 
apartheid  state.  The  codes  stipulate  that  12%  of  the 
payroll  of  a  U.S.  affihate  operating  in  South  Africa 
must  be  invested  in  affirmative  action  and  social 
responsibility  programs. 

Michelle  Cohen,  executive  director  of  the 
American  Chamber  of  Commerce  in  South  Africa 
(AMCHAM),  says  Sullivan  signatories  have  spent 
US$600  million  on  these  programs  over  the  years. 

AMCHAM  president  Jan  Peterse,  CEO  of 
Upjohn,  the  U.S.  pharmaceutical  company  that  has 
retained  its  South  African  ties,  concedes  that  the 
codes  may  inhibit  some  companies  from  making 
new  investments,  but  says  of  them,  "They  have 
become  a  way  of  life  for  us.  If,  for  example,  50% 
of  your  total  expenses  is  on  salaries,  then  12% 
represents  6%  of  total  expenditure. 

"For  companies  that  stayed,  the  codes  have 
become  a  way  of  life.  We  feel  this  is  something  we 
want  to  do;  not  something  we  are  forced  to  do. 
However,  it  does  put  U.S.  companies  at  a 
disadvantage  compared  to  non-U. S.  investors." 

In  harmony  with  the  changing  times, 
AMCHAM  has  made  a  significant  change  to  its 
name.  It  will  now  become  known  as  the  American 
Chamber  of  Commerce  in  Southern  Africa,  and  is 
admitting  into  its  ranks  U.S.  corporations  based 
elsewhere  in  the  region. 

"Of  course,  there  is  tremendous  interest  among 
U.S.  corporations  that  see  South  Africa  as  the 
engine  of  growth  for  southern  Africa,"  says  Peterse. 
"But  they  first  want  to  see  a  political  settlement, 
even  if  it  is  only  the  establishment  of  an  interim 
government.  Also,  Dr.  Mandela  must  clarify  the 
ANC's  position  on  issues  such  as  nationalization. 
There  needs  to  be  a  climate  conducive  to  investment, 
and  there  is  still  too  much  violence  in  the  country. 


High  Flier:  With  one  of  international  aviation's  best  safety 
records,  South  African  Airways  is  Africa's  largest  airline.  Rapidly 
opening  new  routes  as  sanctions  are  repealed,  SAA  serves  12 
destinations  in  Africa  with  40  flights  a  week;  nine  European 
cities;  the  U.S.;  Australia;  the  Far  East,  with  existing  flights  to 
Taipei  and  Hong  Kong  and  planned  services  to  Singapore  and 
Bangkok;  and  South  America  through  Rio  de  Janeiro. 

But  the  potential  is  there.  If  South  Africa  can  start 
playing  an  economic  role,  this  will  be  important  for 
the  region  and  even  the  African  continent  as  a 
whole." 

Foreign  Minister  Botha  forcefully  echoes 
Peterse's  views.  "Uncertainty  about  the  ANC's 
approach  towards  investors  is  undoubtedly  a  major 
factor  inhibiting  rapid  investment,"  he  says. 

Under  pressure  from  the  business  community 
and  foreign  governments,  the  ANC  is  increasingly 
modifying  its  position  on  nationalization,  and 
Herman  Cohen  notes  that  its  economic  outlook  has 
"evolved  tremendously."  Botha  also  argues  that  a 
future  government  based  on  power  sharing  will 
ensure  moderation  in  economic  policy. 

"In  our  discussions  with  foreign  governments 
and  interests,  we  have  been  told  in  so  many  words 
that  if  the  present  government  does  not  retain  a  say 


Eastern  Gateway: 
Situated  on  the 
east  coast,  Durban 
is  South  Africa's 
largest  port  and 
the  nucleus  of 
major 

manufacturing 
industries. 
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Dealmakers:  South 
African  banks 
offer  the 
continent's  most 
sophisticated  and 
user-friendly 
financial  services 
ranging  from 
international 
dealing  rooms  to 
automatic  teller 
machine  networks 
covering  some  of 
the  country's  most 
remote  areas. 
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in  decision-making,  they  will  not  be  interested  in 
investing. 

"But  I  am  confident  that  our  actions  in 
dismantling  apartheid  and  in  securing  white  support 
in  the  recent  referendum  means  that  in  any  future 
election  we  will  gain  considerable  support  among 
the  colored  and  Asian  communities,  and  even 
among  blacks.  I  am  confident  we  will  be  well 
represented  in  the  decision-making  process." 

Supporting  Botha's  contentions  that  future 
economic  policy  will  be  pragmatic  is  the  fact  that 
the  Inkatha  Freedom  Party,  another  important 
player,  is  strongly  committed  to  moderate  policies. 

In  this  wait-and-see  period,  most  observers 
continue  to  complain  that  American  business  people 
are  coming  "with  their  notebooks  and  not  their 
checkbooks"  when  visiting  South  Africa  on 
exploratory  missions.  But  they  do  identify  one  group 
of  Americans  who  could  become  enthusiastic 
investors  soon. 

Says  Mike  Veysie,  who  runs  the  U.S.  desk  at 
the  private-sector-based  South  African  Foreign 
Trade  Organization  (Safto),  "There  is  a  definite 
trend  in  which  black  Americans,  or  African- 
Americans,  talk  about  going  back  to  their  roots  and 
investing  here.  Much  of  this  talk  is  emotional,  but 
there  is  also  substance.  About  llVo  of  the  U.S. 
population  is  African-American,  with  a  GNP  of 
US$260  billion.  South  Africa's  total  GNP  is  about 
US$80  billion,  which  means  that  African-Americans 
control  GNP  three  times  as  big  as  South  Africa's." 

New  markets  for  essential  consumer  goods  in 
a  rapidly  developing  region  is  clearly  a  major  focus 
for  new  investment.  But  particularly  exciting 
investment  opportunities  lie  in  the  construction  and 
engineering  sectors. 

A  recent  Safto  study  indicates  that  South 
Africa's  improved  political  standing  on  the 
continent  is  opening  the  way  for  its  companies  to 
tap  into  at  least  US$15  billion  a  year  of  multilateral 
aid  to  Africa. 


Already  as  many  as  100  local  organizations 
have  registered  as  consultants  with  the  World  Bank, 
which  is  waiting  for  the  establishment  of  an  interim 
government  in  South  Africa  before  activating  loan 
capital  applications. 

Using  soft  international  loans.  South  African 
companies  are  set  to  form  consortiums  with 
counterparts  in  the  rest  of  the  world  to  undertake 
vast  construction  work  needed  by  the  region. 

For  all  the  potential  advantages  of  investment 
in  South  Africa  -  its  raw  materials,  under- 
borrowed  status,  user-friendly  infrastructure 
offering  a  springboard  into  new  African  markets 
and  its  extensive  opportunities  for  investment  in 
such  sectors  as  tourism  -  there  are  clearly 
downsides  too. 

Uncertainty  during  political  transactions  is  a 
major  factor.  So  too  is  low  productivity 
accompanied  by  relatively  high  wages:  inflation,  at 
16''7o;  and  a  range  of  inward-looking  policies  and 
practices  dating  back  to  sanctions'  days. 

But  as  Neil  van  Heerden  says,  "We  have  got 
to  go  out  into  the  world  and  learn  the  hard  way. 
We  have  got  a  lot  of  ground  to  make  up,  and 
precisely  for  this  reason,  we  need  the  co-operation 
of  people  like  the  Americans  who  offer  technology 
and  new  thinking  on  the  future." 

Botha  also  believes  as  a  country  that  withdrew 
from  South  Africa  during  the  apartheid  years,  the 
U.S.  now  has  a  duty  to  become  involved  in  a  new 
nation  pursuing  democratic  goals. 

Or,  as  Jan  Peterse  puts  it,  "Just  call  us." 


SOUTH  AFRICAN  TR.\DE  MISSIONS  IN  THE  USA 

WASHINGTON: 

The  Trade  Representative, 
South  African  Embassy 
3051  Massachusetts  Avenue 
NW  Washington  DC  20008 
Telephone:  (202)  966  1650 
Facsimile:    (202)  966  5919 

NEW  YORK 

The  Trade  Representative 
South  African  Permanent  Mission 
333  East  38th  Street.  9th  Floor 
New  York,  NY  10006 
Telephone:  (212)  692  2426 
Facsimile:    (212)  692  2433 

CHICAGO 

The  Trade  Representative 
South  African  Consulate-General 
6th  Floor,  200  South  Michigan  .Avenue 
Chicago,  Illinois  60604 
Telephone:  (312)939  7929 
(312)  939  7058 
Facsimile:    (312)939  7481 

BEVERLEY  HILLS 

The  Trade  Representative 

Consulate-General 

50  North  La  Cicnoga.  Boulevard  Suite  300 

Beverley  Hills,  CA  90211 

Telephone:  (213)  657  9200/8 

Facsimile:    (213)657  9215 
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^  ESKOM 


by  Hugh  Murray 


ESKOM,  with  turnover  of  US$4  billion,  net  income 
of  US$330  million  and  fixed  assets  in  commission 
-  at  cost  -  of  US$13.5  billion,  is  a  huge  business 
by  any  standards.  Indeed,  as  South  Africa's  national 
electricity  supplier,  it  provides  more  than  half  the 
volume  of. electricity  consumed  in  Africa. 

As  a  public  utility  it  has  become  a  model.  Yet 
this  was  not  always  the  case.  The  corporation  was 
often  at  the  sharp  end  of  criticism  over  the  way  it 
was  run.  It  has  to  be  said,  however,  that  much  of 
the  carping  which  preceded  the  present  management 
ignored  the  important  and  strategically  sound 
decision  making  that  led  to  the  creation  of  Eskom's 
admired  asset  base,  including  its  world-class  nuclear 
facility  at  Koeberg  near  Cape  Town. 

The  most  important  reason  for  such  radical 
change  in  perceptions  -  and  results  -  is  the  current 
team's  determined  application  of  private  sector 
business  principles.  It  is  also  more  in  touch  with  the 
community  through  a  properly  representative  and 
dynamic  Electricity  Council. 

Heading  up  the  Council  is  Dr.  John  Maree, 
"  regarded  by  South  Africa's  business  community  and 
financial  press  as  one  of  the  country's  most  skilled 
managers.  Dr.  Maree  is  also  chairman  of  Nedcor, 
one  of  South  Africa's  premier  banking  groups  and 
a  member  of  many  major  boards,  including  those 
of  Barlow  Rand  and  The  Old  Mutual.  As  Electricity 
,  Council  chairman,  he  is  effectively  chairman  of 
Eskom  itself. 

Eskom's  chief  executive  is  Dr.  Ian  McRae,  an 
engineer  who  has  served  the  corporation  all  his 
working  life.  Apart  from  his  management  and 
technical  responsibilities,  McRae  has  been  given  the 
responsibility  of  taking  Eskom  into  Africa,  a  brief 
he  has  thus  far  met  with  distinction. 

At  the  end  of  Eskom's  financial  year  on 
December  31,  1991,  the  utility  was  responsible  for 
the  sale  of  5,926.1  GW.h  to  countries  in  southern 
Africa,  including  countries  such  as  Namibia, 
Mozambique  and  to  a  lesser  extent  Zimbabwe. 
McRae,  however,  has  been  attempting  to  stimulate 
more  effective  power  generation  in  sub-Saharan 
Africa,  and  the  medium  term  may  see  some 
important  joint  ventures  with  some  of  the  countries 
where  talks  have  been  held. 

Borrowings  of  utilities  all  over  the  world  are 
generally  high.  Nonetheless,  Eskom  has  been  able 
to  satisfy  its  funding  requirements  without  putting 
pressure  on  the  South  African  capital  markets. 
According  to  Maree,  overseas  financial  markets 
have  started  to  open  and  it  has  been  possible  to 
borrow  modest  amounts  in  Europe.  The 
corporation's  balance  sheet  has  also  strengthened, 
with  fixed  assets  increasing  last  year  by  US$450 
million,  and  its  debt-equity  ratio  improving  to  2.49 
from  1990's  2.68. 

Eskom's  managers  have  thus  created  a  solid 
business  base  for  the  corporation  as  it  wrestles  with 
the  requirements  of  a  fast-changing  South  Africa. 
Nonetheless,  Maree  has  few  illusions  about  the 


challenges. 

While  he  believes  that  Eskom  has  come  "an 
immense  way,"  he  reckons  it  can  do  a  lot  better. 
"We  said  that  we  were  going  to  reduce  the  price  of 
electricity  by  20%  over  the  next  five  years.  To  do 
this  we  will  have  to  run  the  business  more 
efficiently." 

Maree  has  a  clear  view  of  Eskom's  priorities: 
"Every  home  should  have  electricity.  But  a  lot  of 
electrification  is  to  low-consumption  homes.  For 
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distribution  at  this  level  you  need  a  mixture  of 
development  money  and  commercial  loans. 
Organizations  like  the  World  Bank  have  indicated 
that  they  are  prepared  to  help  with  this  kind  of 
development,  but  only  once  the  political  issues  are 
resolved." 

Meanwhile,  Eskom  has  launched  a  substantial 
electrification  program.  "We  have  about  120 
projects  running  throughout  the  country,  and  we 
plan  on  electrifying  about  300,000  homes  this  year," 
Maree  says. 

On  the  political  score,  he  is  sanguine.  "The 
negotiation  process  will  have  stops  and  starts,  and 
contingent  insecurities.  But  I  think  we  can  be 
confident  of  the  outcome.  We  will  come  to  sensible 
political  solutions,  and  once  we  come  to  that,  the 
growth  rate  will  improve."  He  points  to  South 
Africa's  balance  sheet,  which  he  describes  as  "very 
strong  -  partly  because  we  have  had  to  repay  so 
much  foreign  borrowing  over  the  last  five  or  six 
years.  The  amount  of  money  we  owe  is  very  small. 

"But  South  Africa  should  not  be  looking  for 
loans  as  much  as  for  equity  investment.  As  far  as 
Eskom  is  concerned,  we  can  follow  the  norms 
applied  to  utilities  around  the  world,  and  borrow. 
There  are  already  some  opportunities  in  this  regard, 
particularly  in  Europe.  The  trick,  however,  is  to 


make  sure  that  borrowed  money  goes  into 
productive,  viable  and  profitable  projects." 

Looking  at  wider  markets,  Maree  stresses  the 
importance  of  competing  internationally  in 
manufactured  goods.  "That's  where  the  growth  is 
-  not  so  much  in  processed  raw  materials." 

For  Maree,  South  Africa's  status  as  a  regional 
power  is  paramount.  Markets  internationally  and 
in  Africa  closed  during  the  period  of  isolation  are 
starting  to  open.  And  his  view  -  shared  by  analysts 
around  the  globe  -  is  that  the  country's  rich 
management  resource  is  about  to  be  unleashed.  "We 
have  a  world-class  core  of  managers.  They  have 
been  operating  under  the  most  extraordinary 
constraints  and  really  tough  sanctions.  This  is  an 
important  difference  between  ourselves  and  other 
developing  countries,  and  one  cannot  emphasize  its 
importance  enough." 

His  assessment  of  other  issues  for  the  future? 
"We  need  a  realistically  valued  rand.  If  we  have  a 
rand  that  is  valued  too  high,  it  makes  it  very  difficult 
for  us  to  compete.  The  Reserve  Bank  is  trying  to 
manage  the  rand  at  a  realistic  level,  and  I  don't  think 
we  will  move  into  an  over- valued  position." 

As  far  as  Eskom  is  concerned.  Maree  is  driven 
by  several  desires:  to  run  the  business  as  efficiently 
as  possible;  to  support  the  formal  economy  by 
giving  it  electricity  as  cheaply  as  possible,  so  that 
it  is  able  to  compete  in  the  world  at  large;  and  to 
assist  with  the  development  of  the  informal  sector. 

He  wants  more  people  of  all  color  in  the 
management  team  of  Eskom,  in  keeping  with  the 
composition  of  the  Council  on  which  five  already 
serve.  In  short,  the  goal  of  Maree  and  McRae  is  to 
bring  Eskom  to  the  people,  and  the  people  to 
Eskom. 

There  are,  however,  several  problems.  One  of 
these  is  the  question  of  payment  for  services  in  the 
new  South  Africa.  "You  can't  have  progress 
without  electricity.  The  payment  for  electricity  must 
be  taken  out  of  the  political  scene.  We  are  confident 
we  can  break  the  logjam  and  normalize  the  supply 
of  electricity  and  payment  for  it,"  Maree  says. 

On  the  supply  side,  Eskom  has  the  capacity  to 
meet  demand  under  almost  any  scenario.  And  it 
claims  the  lowest  electricity  price  in  the  world.  "We 
will  bring  that  down  further."  Maree  promises. 

As  far  as  technical  matters  are  concerned,  chief 
executive  McRae  is  proud  of  Eskom's  ability  to  keep 
pace  with  the  world.  "In  terms  of  transmission 
technology,  we  run  lines  with  the  highest  voltages 
in  the  world.  Moreover,  we  have  been  able  to  draw 
from  many  countries.  Some  of  our  power  stations 
are  among  the  largest  in  the  world.  We  have  moved 
through  coal,  hydro  and  nuclear  processes.  Wc  are 
up  there,  so  to  speak,  with  the  best." 

On  Eskom's  mission  to  bring  power  to  the 
people.  McRae  -  like  Maree  -  has  some  pretty 
forthright  views.  "We  have  been  successful  in 
providing  electricity  for  the  developed  sector  of  the 
communitv,  but  we  have  not  done  so  well  in  the 
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developing  part.  There  are  some  23  million  people 
in  South  Africa  who  do  not  have  access  to 
electricity.  Electricity  is  important  to  quality  of  life, 
in  enabling  people  to  participate  in  our  economy 
more  effectively  than  they  have  in  the  past.  It  is  the 
key  to  becoming  a  winning  nation." 

The  African  initiative  is  very  close  to  his  heart. 
It  is  a  commitment  to  extending  the  distribution  grid 
outwards,  as  well  as  refurbishing  and  upgrading 
existing  plant  in  neighboring  countries  in  such  a  way 
that  they  are  able  more  easily  to  meet  their  own 
needs  and  even  sell  electricity  back  to  South  Africa. 

"Electricity  can  be  a  catalyst  in  bringing  about 
a  spirit  of  economic  community  in  the  region  -  and 
help  create  economic  growth.  We  have  enough 
capacity  to  export  for  the  next  decade,  but  we  are 
also  happy  to  import  power,"  McRae  asserts. 
"There  are  distinct  benefits  to  this.  Let's  look  at 
importing  between  10  and  15%  of  our  needs.  This 
is  not  necessarily  the  ideal  economic  level,  but  it  is 
safe  from  a  security  point  of  view.  There  is  now  the 
possibility  of  developing  a  handful  of  projects  in 
southern  Africa  from  which  we  could  buy  power. 
This  would  help  those  countries  develop  their 
infrastructures.  And  the  sharing  of  technology  and 
experience  can  only  be  good  for  us  all." 


Lethabo  Power  Station's  open-cast  coal 

mine. 

Like  all  Eskom  coal-fired  power  stations. 

Lethabo  is  located  close  to  its  supply 

colliery  to  minimise  the  cost  of 

transporting  coal. 


And  according  to  McRae,  the  national  leaders 
he  has  spoken  to  fully  support  his  concept  of  the 
power  grid. 

Insofar  as  the  balance  between  coal,  nuclear 
and  hydro-electric  power  is  concerned,  McRae  states 
that  coal  will  for  the  next  20  years  represent  about 
10^0  of  Eskom's  base.  The  rest  would  come  from 
hydro,  which  he  says  is  near  its  maximum  capacity, 
and  nuclear  generation.  A  small  portion  might  also 
come  from  gas. 

A  large  portion  of  Eskom's  future  capital 
expenditure  will  be  devoted  to  combating  pollution 
caused  by  coal-fired  stations.  "We  will  have  to 
spend  money  on  new  de-sulphurization  plants  and 
modify  existing  equipment.  We  must  combat  acid 
rain,"  McRae  cautions. 

Another  of  McRae's  concerns  is  that  a  new 
government  of  South  Africa  does  not  try  to  "over 
control"  Eskom.  "We  need  space  to  do  the  job." 
That  said,  Eskom  cannot,  if  it  is  to  survive,  be  seen 
as  a  white,  male-dominated  company. 

Eskom  must,  he  says,  "harmonize"  with  the 
new  South  Africa. 

"Electrification,  affirmative  action  and 
community  involvement  are  harmonizing  activities. 
But  I'm  really  talking  about  attitudes.  We  whites 
do  not  communicate  as  well  as  we  could  with  our 
black  colleagues  -  for  the  most  part  we  don't  even 
understand  their  languages. 

"I  would  like  to  see  a  different  culture  coming 
into  the  organization  -  one  that  is  more  in  harmony 
with  our  destiny."  ■■■ 


One  of  two 
765-kilovolt 
power  lines  in 
South  Africa. 
The  pylons, 
designed  by 
Eskom,  take 
up  very  little 
ground  space. 
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A  Cape  Dutch-style  manor  house  nestled  among 
vineyards  in  the  wine-producing  southwestern 
Cape  region,  which  is  renowned  for  its  tranquil 
beauty.  Viticulture  was  established  by  French 
Huguenot  settlers  who  began  arriving  in  the  Cape 
in  1688. 


Ill 


KWV 


by  Paul  Bell 


KWV,  South  Africa's  leading  exporter  of  wines  and 
spirits,  is  poised  to  make  a  strategic  entry  into  the 
U.S.  wine  market  in  the  latter  half  of  1992. 

The  co-operative,  headquartered  at  Paarl  some 
30  miles  from  Cape  Town,  plans  to  introduce  three 
ranges  that  will  cover  the  spectrum  of  consumer 
preference  -  from  everyday  table  wine,  through 
medium  priced  labels  for  upwardly  mobile  America, 
to  the  higher  priced  connoisseur's  market. 

KWV,  with  sales  of  US$250  milhon  and  assets 
valued  at  US$450  million,  is  a  producer-distributor 
and  marketer  of  high  quality  wines  and  spirits.  It 
represents  some  5,000  South  African  wine  producers 
on  77  wine  estates,  handles  more  than  70''7o  of  South 
Africa's  wine  and  spirit  exports  and  is  a  regular 
winner  of  the  international  wine  circuit's  most 
prestigious  awards. 

Its  American  drive  aiias  to  capitalize  on  a  ready 
niche  of  200,000  expatriate  South  Africans.  "It  was 
in  just  this  way  that  Itahan  wines  were  introduced 
to  the  U.S.,"  says  KWV  deputy  chief  executive 
Kobus  van  Niekerk. 

Moreover,  South  African  wines,  because  of 
their  novelty  value  in  the  post-sanctions  era,  are 
expected  to  be  all  the  rage  for  the  next  two  to  three 
years. 

South  Africa's  planned  entry  into  the  U.S. 
market  takes  place  against  the  backdrop  of  a  general 
increase  in  wine  consumption,  reflecting  a  major 
long-term  Hfestyle  preference  affecting  patterns  of 
alcohol  consumption  in  many  developed  countries. 

U.S.  wine  consumption  is  a  relatively  low  10 
Hters  per  capita,  compared  with  about  12  in  Britain, 
17  to  20  in  Australia,  26  in  Germany  and  75  in 
France. 

"Clearly  the  U.S.  is  an  important  growth 
area,"  says  Van  Niekerk.  "Lifestyles  and  family 
values  are  tending  toward  a  more  moderate 
consumption  of  alcohol  and  the  drinking  of  wine 
is  a  primary  way  of  responding  to  this  trend. 

"We  see  the  U.S.  market  as  potentially 
lucrative  but  extremely  difficult  to  penetrate.  We 
didn't  rush  in  the  moment  sanctions  were  Hfted.  We 
took  our  time,  talked  to  the  right  people,  and  are 
approaching  cautiously  but  on  the  basis  of  what  we 
regard  as  sound  strategy. 

"Our  emphasis  is  on  marketing  rather  than 
sales,  and  we  think  we  can  make  significant  inroads 
in  the  market." 

KWV  has  established  an  American  subsidiary 
called  Cape  Ventures,  and  a  network  of  brokers  in 
California,  Texas  and  New  York.  These  states,  as 
well  as  New  Jersey,  Massachusetts,  Florida  and 
Illinois,  have  been  identified  as  prime  targets,  says 
Van  Niekerk. 

Company  marketing  representatives  began  a 
series  of  presentations  last  November,  and  detailed 
follow-up  and  research  are  continuing.  "We  arc 
presently  preparing  our  promotional,  advertising 
and  point-of-sale  material,  and  we  hope  to  launch 
•ibout  June,"  says  Van  Niekerk. 
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South  Africa's  wine-growers,  and  KWV  in 
particular,  are  no  slaves  to  fashion.  "We  don't  ride 
on  the  backs  of  industries  elsewhere  in  the  world." 
says  Van  Niekerk.  So,  while  the  three  ranges  for  the 
U.S.  will  concentrate  on  the  successful  Cabernet 
Sauvignon,  Chardonnay  and  Sauvignon  Blanc 
varietals,  each  range  will  also  feature  wines  that  are 
uniquely  South  African  in  character. 

In  the  everyday,  big-volume  range,  to  be  called 
Cape  Country,  Van  Niekerk  rates  the  Chenin  Blanc 
particularly  highly.  "European  Chenin  Blanc  is 
generally  not  judged  to  be  a  good  wine.  South 
Africa's,  by  contrast,  is  an  exception;  it  has  adapted 
well  here  and  is  good  value  for  money."  It  will  be 
selling  at  between  US$4  and  US$6. 

The  Pinotage,  a  cross  between  the  Pinot  Noir 
and  Cinsaut,  is  a  varietal  unique  to  South  Africa. 
In  its  eponymous  middle  range,  to  be  priced  at 
between  US$6  and  US$8,  KWV  will  be  running  hard 
with  the  Pinotage  -  a  fruity,  flavorful,  medium- 
bodied  wine  -  using  it,  says  Van  Niekerk,  to  help 
build  a  distinctive  identity  for  South  African  wines. 
Also  in  this  range  is  the  popular  blended  red,  KWV 
Roodeberg  -  at  500,000  cases  per  annum,  it  is  South 
Africa's  most  exported  wine. 

In  the  connoisseur  class  is  the  Cathedral  Cellars 
range,  to  be  priced  a  shade  under  US$13.  These  are 
KWV's  premier  wines  -  flagships  for  the  company 
and  the  national  wine  industry,  and  "very 
individual." 

A  unique  label  featuring  a  South  African 
antelope,  the  springbok,  has  also  been  specially 
designed  for  the  U.S.  market.  Incorporating  an 
illustration  of  a  springbok  as  depicted  in  Bushman 
paintings,  the  range  under  the  label  will  include  a 
Chardonnay  and  Cabernet  Sauvignon  varietal. 

"We've  positioned  ourselves,"  says  Van 
Niekerk,  "as  offering  good  value  for  money  in  all 
these  categories.  We  think  we  have  a  major  quality: 
value  ratio  advantage." 

Van  Niekerk  also  points  to  another  singular 
advantage  for  South  Africa's  wines.  Because  its 
wine-growing  regions,  situated  largely  in  the 
southwestern  Cape,  are  not  subject  to  major  climatic 
variations  from  year  to  year,  its  wines  maintain  a 
qualitative  consistency  that  frequently  eludes  the 
produce  of  other  major  wine-growing  regions, 
where  marked  differences  are  often  experienced 
between  one  vintage  and  the  next. 

KWV  (a  Dutch  abbreviation  for  "Co-operative 
Winegrowers'  Association")  has  its  headquarters  in 
the  heart  of  the  Cape  winelands.  Its  cellars  are  a 
vast  underground  acreage  that  would  cover  45 
football  fields  and  can  store  more  than  66  million 
U.S.  gallons  of  wine. 

The  co-op  was  established  in  1918  to  save  the 
local  wine  industry  from  ruinous  overproduction 
and  high  taxes.  Today,  thanks  in  no  small  measure 
to  KWV's  technological,  distribution  and  marketing 
services  to  the  industry,  South  Africa  is  the  eighth- 
largest  wine  producer  in  the  world.  ■■■ 


FROM  HIS  OFFICE  on  the  23rd  floor  of  a  central 
Johannesburg  high-rise,  Michael  Katz  enjoys  a 
broad  perspective  on  South  Africa. 

A  senior  partner  in  the  law  firm  Edward 
Nathan  and  Friedland  Inc.,  Katz  is  one  of  the 
country's  foremost  tax  lawyers.  He  therefore  finds 
himself  playing  a  considerable  role  in  national 
affairs. 

He  is  chairman  of  the  Finance  Minister's  Tax 
Advisory  Committee  and  a  member  of  statutory 
boards  deaUng  with  company  law,  pension  and 
short-term  insurance.  With  a  master  of  laws  degree 
from  Harvard,  he  still  teaches  company  law  at  the 
University  of  the  Witwatersrand,  where  he 
graduated,  and  also  serves  on  the  boards  of 
numerous  corporations. 

When  U.S.  firms  began  their  mid-80s 
withdrawal  from  South  Africa,  Edward  Nathan  and 
Friedland  handled  disinvestment  procedures  for 
major  corporations.  Now,  says  Katz,  the  firm  is 
preparing  for  the  return  of  U.S.  business  as 
sanctions  recede  and  foreign  companies  stream  into 
South  Africa  to  size  up  potential. 

"So  many  opportunities  are  opening  here," 
says  Katz.  "Most  attention  is  focused  on  new 
relations  between  South  Africa  and  Eastern  Europe 


Ian  Ditlord 


Edward  Nathan  and  Friedland's  Katz: 
Ready  for  U.S.  Investment. 
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and  the  Far  East.  But  we  are  not  far  from  seeing 
new  investment  from  the  U.S.,  and  we  have  decided 
to  place  our  main  focus  on  serving  American 
companies  because  of  our  previous  experience." 
According  to  fellow  partner  Basil  Wunsh, 
himself  a  member  of  the  American  Bar  Association, 
lobbying  has  already  started  to  encourage  the  U.S. 
and  South  African  governments  to  reinstate  double 
tax  agreements  abrogated  in  the  sanctions  era.  He 
also  notes  that  business  interest  is  being  stimulated 
by  President  Bush's  decision  to  authorize  the 
Export-Import  bank  to  underwrite  U.S.  trade  with 
South  Africa,  officially  ending  a  ban  that  had  been 


in  effect  since  1978. 

Katz  believes  new  investors  in  the  post- 
apartheid  era  are  looking  beyond  South  Africa. 

"They  see  a  role  for  ourselves  on  two  levels. 
We  have  a  sound  know  ledge  of  the  southern  African 
economy  and  its  companies  and  markets,  and  a 
broad  range  of  contacts. 

"Secondly,  our  strengths  are  in  tax  law, 
mergers  and  acquisitions,  commercial  agreements 
and  litigation,  and  labor  law  and  deregulation,  so 
we  have  the  local  expertise  and  international 
perspective  required  to  assist  U.S.  companies  to 
structure  transactions  in  the  most  optimal  way." 


Herman  Potgwler 


SA12 


Afrox's  Peter  Joubert:  Those  who  helped  to 
destroy  apartheid  must  now  help  to  build  democracy. 
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THE  ESTABLISHMENT  of  a  democratic  society 
in  South  Africa  must  be  accompanied  by  the 
development  of  a  free  market  economy  offering 
opportunity  to  all  the  country's  people,  says  Peter 
Joubert,  chairman  and  chief  executive  of  African 
Oxygen  Limited  (Afrox*). 

"It  behoves  those  who  devised  and 
implemented  sanctions  to  remember  that  their  aim 
was  to  create  and  nurture  a  democracy  in  which 
millions  who  had  been  educationally  and 
economically  deprived  by  apartheid  could  compete 
for  a  share  of  prosperity,"  he  observes. 

••At  this  vital  stage  of  our  country's 
development,  traditional  societal  frames  of  reference 
have  been  removed  and  the  entire  structure  of  the 
nation  is  in  a  state  of  plasticity  waiting  to  be 
moulded.  Two  broad  economic  paths  lie  open.  The 
first  will  allow  market  forces  to  operate  and  create 
a  climate  for  entrepreneurs  and  investors;  the  second 
will  enshrine  the  principles  of  socialism  because  the 
poor  will  not  wait,  but  will  respond  readily  to  the 
short-term  promises  of  totalitarian  socialism. 

"It  is  urgent  that  the  South  African  region 
rejoins  the  world.  Those  who  hclp)cd  destroy 
apartheid  should  not  turn  away  from  the  country 
once  that  task  has  been  accomplished. 

"We  need,  not  only  investors  and  providers  of 
skills,  but  also  nations  and  individuals  who  will  use 
their  influence  to  ensure  that  change  occurs  in  favor 
of  free-market  principles.  Who  better  to  stay 
engaged  in  this  role  than  the  great  nation  that  proved 
the  efficacy  of  wealth  creation  through  releasing 
market  forces?" 

•Afrox  is  South  Africa's  largest  producer  of 
gases,  the  country's  largest  manufacturer  of  welding 
equipment  and  consumables  and  a  leading  provider 
of  private  healthcare  services.  ■■■ 
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Anglo  American  Corporation 

ANGLO  AMERICAN  and  the  companies  in  which 
it  has  interests  is  by  far  the  most  imponant  private 
sector  group  in  South  Africa.  The  world's  leading 
gold  producer  through  its  gold  mining  associates, 
it  is  the  principal  investor  in  De  Beers,  the  leader 
of  the  international  diamond  market,  and  has  a 
direct  interest  of  24<^o  in  the  largest  platinum 
producer,  Rustenberg.  Its  manufaauring  and  other 
non-mining  interests  from  steel  and  motor  assembly 
to  p»aper,  chemicals,  agriculture  and  banking,  stretch 
across  ever\'  sector  of  the  South  African  economy 
and  beyond. 

The  independently  managed  Minorco,  also  an 
associate,  has  substantial  interests  in  operations 
producing  gold  and  base  metals  in  North  .America, 
and  aggregates  in  Europe.  In  addition,  Anglo 
-American,  De  Beers  and  Minorco  have  substantial 
mining  and  related  interests  in  other  countries  in 
southern  Africa,  in  South  America,  Australia  and 
Europe. 

At  its  last  year  end,  March  31,  1991,  Anglo 
American  had  consolidated  capital  and  reserNes 
e.xceeding  USS5  billion,  while  its  net  asset  value 
based  on  valuations  of  underKing  assets  exceeds 
USS10.5  billion.  At  the  end  of  Februar\  1992,  the 
issued  share  capital  had  a  market  capitalization 
exceeding  USSIO  billion.  Some  250,000  people  are 
employed  by  Anglo  and  companies  in  the  group  in 
southern  Africa. 

Anglo  was  founded  in  1917  by  Sir  Ernest 
Oppenheimer,  and  a  substantial  interest  in  the  group 
is  still  held  by  the  Oppenheimer  family,  headed  by 
83-year-old  patriarch  Harr> ,  whose  son  Nicholas, 
46,  is  chairman  of  the  London-based  Central  Selling 
Organization,  the  diamond  canel  run  by  De  Beers, 
and  deputy  chairman  of  Anglo.  Executive  chairman 
of  Anglo  is  Julian  Ogil\ie  Thompson,  who 
completed  his  education  at  Oxford  Universit>  as  did 
both  Harr\  and  Nicholas  Opp)enheimer  and 
immediate  past  chairman,  Gavin  Relly.  A  subtle 
blend  of  Oxford  erudition  and  elegance  coupled 
with  mining  camp  rough-and-tumble,  when 
circumstances  are  deemed  to  demand  it,  is  the 
essential  Anglo  culture. 

Anglo's  track  record  in  successful  wealth 
creation,  its  rich  ore  reserves  and  wide  diversity  of 
interests  are  both  its  strength  and  its  potential 
vulnerability  in  the  emerging  post-apanheid  South 
Africa.  African  National  Congress  leader  Nelson 
Mandela,  drawing  on  figures  by  Johannesburg 
financial  analyst  Robin  .McGregor,  has  claimed: 
"Anglo  controls  about  45'Ib  of  the  market 
capitalization  of  the  Johaimesburg  Stock  Exchange 
(JSE).  We  cannot  allow  this  to  go  on." 

Ogilvie  Thompson,  predictably  but 
uncompromisingly,  resists  this.  He  insists:  "The 
45*^0  claim  includes  all  kinds  of  double  counting. 
The  real  .Anglo  stake  in  the  JSE  is  about  30»o  and 
Anglo  is  proud  to  have  staned  from  scratch 
companies  on  the  JSE  representing  25 •*o  of  the 
E.xchange's  total  market  capitalization." 


By  Howard  Preece 
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In  any  case,  Ogihie  Thompson  says  that  whole 
argument  misses  the  central  point.  This  is  that  in 
terms  of  total  fixed  assets  "it  is  the  government  and 
parastatal  seaors  that  dominate  the  South  African 
economy,  with  over  50*'o  under  their  control.  Anglo 
h£is  only  about  6*»." 

He  adds,  "WTiat  the  South  .African  economy 
most  critically  needs  is  major  encouragement  of  the 
private  sea  or,  including  those  companies  which  are 
large  enough  and  efficient  enough  to  meet 
international  competition  head  on." 

But  would  any  future  government  seek  to 
nationalize  any  of  Anglo's  interests  (those,  that  is, 
that  fall  under  South  African  control)  or  to  tr>  and 
force  the  group  to  divest  itself  of  some  of  its 
holdings?  .Anglo  remains  confident  that  they  would 
not.  Says  Ogilvie  Thompson,  in  rhetorical  but 
patrician  understatement:  "I  hope  the  new  South 
Africa  isn't  moving  into  a  situation  where  it 
proposes  to  penalize  success.  That  would  seem  not 
to  be  a  good  thing." 


Anglo's 

Ogilvie  Thompson: 

Oxford  erudition, 

mining  camp 

rough-and-tumble. 
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44  Main  Street 
Johannesburg, 
headquarters  of 
Anglo  American. 
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Referring  to  the  internationally  accepted  role 
of  large  enterprises,  he  cites  the  US$1  billion 
Columbus  stainless  steel  project,  a  joint  venture 
between  Anglo  and  rival-  mining-industrial 
conglomerate  Gencor,  as  a  particular  example  of 
the  kind  of  developments  needed  by  South  Africa 
and  which  can  come  only  from  private  sector  groups 
with  the  muscle  to  play  on  the  world  stage.  Another 
is  the  partnership  with  AEG/Daimler-Benz  in 
developing  batteries  for  electric  vehicles  using  South 
African  derived  technology. 

Looking  to  the  wider  regional  context,  Anglo's 
leaders  believe  that  southern  Africa  in  general  can 
prosper  only  against  a  background  of  a  vigorous 
South  African  economy.  In  London  at  the  end  of 
1992.  Harry  Oppenheimer  told  a  mining  seminar: 
"The  best,  the  safest,  perhaps  the  only  way  to 
approach  the  mining  development  of  all  southern 
Africa  is  through  South  Africa  which  alone  has  the 
experience  of  local  conditions,  the  technical  skills 
and  the  financial  resources,  know-how  and 
connections  which  are  required." 

The  same  may  be  said  for  the  Group's 
approach  to  industrial  and  commercial  ventures  in 
which  the  original  pioneering  spirit  which  produced 
so  many  business  firsts  for  South  Africa  over  the 
decades  still  remains  strong. 

Having  been  involved  in  southern  African 
countries  for  75  years  and  still  the  largest  investor. 
Anglo  as  a  world  class  company  remains  conunitted 
to  a  southern  African  as  well  as  an  international 
destiny.  ■■■ 


By  David  Carte 


FORMULA  ONE  Grand  Prix  spectators  around  the 
world  have  noticed  a  new  name  on  the  Jordan 
Yamaha  cars  this  year  -  Sasol. 

The  cars  serve  notice  that  Sasol  -  the  only 
major  fuels  and  petrochemicals  group  in  the  world 
that  extracts  its  products  from  coal  -  is  going 
global. 

Sasol,  with  sales  of  US$3.36  billion  in  1991 ,  is 
one  of  the  top  50  petroleum  producers  and,  by 
return  on  assets,  seventh  in  the  world's  top  500. 

Its  factories  at  Secunda  in  the  eastern  Transvaal 
are  the  biggest  petrochemical  plant  on  a  single  site 
in  the  world.  Its  underground  coal  mines  near  the 
site  are  the  world's  biggest.  Sasol  also  has  a 
petrochemical  complex  and  a  crude  oil  refinery  at 
Sasolburg. 

Group  managing  director  Paul  Kruger  says  the 
Sasol-sponsored  grand  prix  cars  symbolize  more 
than  a  charge  into  international  markets.  They  also 
demonstrate  the  advanced  chemical  engineering 
technology  of  Sasol.  At  least  13  chemicals  that  Sasol 
produces  are  used  in  the  cars. 

Sasol  supplies  an  estimated  47''7o  of  the  fuel 
burned  by  6  miUion  vehicles  on  South  Africa's 
roads.  In  addition,  it  is  a  major  producer  of 
fertilizer,  explosives  and  a  number  of 
petrochemicals.  It  is  already  exporting  to  120 
countries.  The  group  aims  to  almost  treble  exports 
to  more  than  US$400  million  in  the  next  three  to 
four  years. 

Recently  Sasol  signed  a  joint  venture  with  the 
Mozambique  government  to  exploit  the  Pande  gas 
field.  Should  it  proceed,  the  project  will  entail  the 
construction  of  an  800  km  underground  pipeline 
from  Pande  to  Sasol's  plants  at  Secunda.  where  it 
will  also  be  linked  to  Sasol's  Gaskor  subsidiary's 
town  gas  distribution  system. 

Sasol  is  contemplating  the  acquisition  of  a 
fertilizer  plant  in  Zambia,  and  it  recently  formed 
an  oil  exploration  arm  to  prospect  internationally 
for  crude  oil. 


Sasol's  new  flag  bearer:  The  Jordan- 
Yamaha  racing  under  Sasol  colors  on  the 
world's  tracks. 


SPECIAL   SOUTH   AFRICA   ADVERTISING   SECTION 


^ 


Pumping  profits: 
The  Sasol  2  plant. 


Sasol  mines  all  of  the  40  million  tons  of  coal 
that  its  plant  converts  annually  and  will  soon  start 
exporting  surplus  coal. 

Sasol's  competitive  advantage  in  petro- 
chemicals is  based  on  its  home-grown  Synthol 
technology  used  to  make  fuels  from  coal.  Its  method 
enables  it  uniquely  to  produce  ethylene  and 
propylene  without  a  naptha  cracker  costing  between 
US$1.5  billion  and  US$2.5  billion.  In  addition,  it 
produces  valuable  alpha  olefins,  which  can  be 
diverted  into  petrochemicals  from  synfuels. 

Synfuels  are  the  lowest  value-added  products 
that  Sasol  produces.  As  international  fuel  prices 
have  fallen,  the  company  has  diversified  into 
commercial  explosives,  fertilizers  and  petro- 
chemicals. 

Today,  operating  income  breaks  down  as 
follows:  40%  from  synfuels,  27%  from  oil  refining 
and  marketing  and  industrial  gas,  12%  from  coal 
mining  and  21%  from  petrochemicals  and  other 
products. 

Sasol  enjoys  some  protection  from  the 
vicissitudes  of  world  oil  prices.  By  a  1979  agreement 
with  the  government,  it  receives  a  minimum  fuel 
price  equivalent  to  a  crude  price  of  US$23  per  barrel. 
It  sacrifices  a  proportion  of  the  price  above  US 
$28.75.  Protection  in  the  past  decade  on  average  has 
amounted  to  less  than  10%. 

Sasol's  technology  ensures  that  its  fuels  are  free 
of  sulphur  and  comply  with  U.S.  and  European 
ecological  standards. 

Sasol's  technical  accomplishments  prove  that 
its  people  are  world  class.  V/hile  conventional 
wisdom  has  always  been  that  synfuel  plants  are 
uneconomic,  Sasol  has  never  embarked  on  a  project 


RobOe  TshabaMa 


that  was  not  economic,  thanks  largely  to  the  timing 
of  plant  construction. 

Sasol  was  started  in  1950  and  became  profitable 
in  1960.  Sasol  2  was  started  shortly  after  the  first 
oil  shock  of  1973  and  Sasol  3  after  the  second  shock 
of  the  late  1970s.  Soaring  world  crude  prices, 
together  with  a  decline  of  the  rand,  quickly  justified 
both  plants. 

Many  investors  are  coming  to  regard  Sasol  as  the 
world's  cheapest  oil  stock.  Its  coal  fields  represent  its 
own  oil  field.  Protection  and  the  move  into 
petrochemicals  are  further  attractions.  To  a  non- 
resident investing  at  a  24%  discount  through  the 
financial  rand,  in  early  March  the  share  was  on  a  price 
earnings  multiple  of  7.4,  compared  to  the  PEs  of 
12-15  of  similar-sized  petroleum  companies  listed  on 
the  London  and  New  York  stock  markets.       ■■■ 


Sasol's  Kruger: 
Going  global. 


SA15 


■^  t    ,   , —   , 


SPECIAL  SOUTH   AFRICA  ADVERTISING   SECTION 


ABSf< 


by  Lucien  Vallun 


FAR-REACHING  POLITICAL  CHANGES 
taking  place  in  South  Africa  require  the  urgent, 
enthusiastic  and  practical  support  of  the  world's 
major  economies,  if  they  are  to  lead  to  the  fulfilment 
of  the  country's  immense  economic  and  social 
needs,  as  well  as  those  of  its  sub-continental 
neighbors. 


ABSA  Chief 
executive  Piet 
Badenhorst: 
Bring  your  check- 
bool<s  rather  than 
your  order  books. 

ABSA's  seat  of 
power:  Central 
Johannesburg, 
heart  of  South 
Africa's  financial 
and  business  com- 
plex in  which  the 
banking  group  is 
now  dominant 
after  a  succession 
of  mergers. 


This  is  the  view  of  Piet  Badenhorst,  chief 
executive  of  Amalgamated  Banks  of  South  Africa 
(ABSA),  the  country's  largest  banking  group  with 
assets  in  excess  of  US$26  billion. 

ABSA  was  formed  in  March  1991  when  three 
of  the  country's  oldest  financial  institutions  -  the 


United,  Allied  and  Volkskas  banks  merged.  The 
merger  produced  a  new  leader  in  the  banking 
industry  with  a  US$16  billion  asset  base.  The  merger 
was  hardly  completed  when  Badenhorst  announced 
new  plans  in  January  this  year  to  acquire  the 
Bankorp  group,  ranked  fourth  in  the  local  banking 
pecking  order. 

The  result  was  a  further  enlargement  of  ABSA 
and  the  significant  extension  of  its  activities  in  the 
areas  of  installment  sales  and  leasing  as  well  as  the 
corporate  and  international  banking  arenas. 

Badenhorst  sees  the  free  market  system  in 
South  Africa  as  being  under  serious  threat  from 
those  sectors  of  the  community  that  were  previously 
precluded  from  participating  fully  in  the  economy. 

"Past  political  indiscretions  have  cultivated 
grass  roots  perceptions  that  capitalism  cannot 
provide  adequately  for  the  needs  and  aspirations  of 
the  disadvantaged,"  he  notes. 

"We  have  to  convince  people  that  capitalism 
is,  in  fact,  the  only  system  that  can  meet  aspirations. 
Socio-economic  rhetoric  won't  cut  it  -  only  action 
will." 

He  says  the  longer  foreign  capital  stays  out  of 
the  country,  the  worse  the  situation  will  become. 

"It's  bitterly  ironic  that  the  social  unrest  within 
the  country  -  a  by-product  of  the  sweeping  changes 
taking  place  -  should  be  a  deterrent  to  the  very 
investment  that  will  contribute  to  alleviating  the 
cause  of  it,"  he  adds. 

"We  need  to  create  jobs  for  the  millions  who 
are  unemployed.  There  is  no  doubt  whatsoever  that 
if    the    economy    were    in    full    swing    and 
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unemployment  drastically  reduced,  the  amount  of 
civil  unrest  would  be  reduced  accordingly." 

"There  are  simply  too  many  unemployed 
people  walking  the  streets  right  now  and  they  are 
the  ideal  target  for  this  type  of  behavior." 

Badenhorst  welcomes  the  strong  interest  being 
shown  in  the  country  by  foreign  bankers  and 
business  people.  "I  only  hope  this  will  be  converted 
into  a  real  inflow  of  foreign  capital.  Most  foreign 
business  people  here  at  present  have  brought  their 
order  books  rather  than  checkbooks,"  he  notes. 

Badenhorst  says  any  comparison  of  the  capital- 
hungry  requirements  of  South  Africa  with  those  of 
Eastern  Europe  is  unfounded.  The  debt  standstill 
and  the  economic  isolation  of  the  country  over  the 
past  decade  have  forced  the  business  community  to 
operate  more  effectively. 

"We  have  the  infrastructure  to  put  foreign 
capital  to  good  use,  thereby  providing  an  attractive 
long-term  return  for  investors  and  generating  the 
necessary  economic  activity  for  the  country  to 
prosper,"  he  explains. 

Speaking  of  his  own  banking  group, 
Badenhorst  says  the  quest  for  size  has  been  dictated 
by  intense  competition  within  the  local  financial 
services  industry. 

"The  economic  delivery  of  a  vast  array  of 
,  financial  services  to  all  corners  of  the  land  is  a  key 
j)rerequisite  for  success  in  this  highly  competitive 
environment,  and  all  the  major  players  have  had  to 
develop  or  acquire  the  technology  to  achieve  this," 
says  Badenhorst. 

"The  result  has  been  the  creation  of  a  very 
sophisticated  and  market-oriented  banking  sector, 
which  compares  favorably  with  the  best  elsewhere 
in  the  world. 

"Our  size  has  given  us  the  critical  mass  to 
operate  cost-effectively  and  innovatively  in  the 
markets  we  serve." 

ABSA  -  through  its  470  branches  nationwide 

-  is  South  Africa's  largest  provider  of  home 
mortgage  financing,  with  close  to  one  in  every  three 
homes  financed  by  the  group.  Its  recent  acquisition 
of  Bankorp  has  balanced  this  asset  base  with  equally 
dominant  shares  of  the  nation's  installment  sale  and 
leasing  markets. 

At  present,  ABSA  has  two  full  branches 
overseas  -  one  in  London  and  one  in  Hong  Kong 

-  and  correspondent  relationships  with  more  than 
700  other  banks  worldwide. 

Badenhorst  says  the  London  branch  in 
particular  is  providing  the  entree  to  important  areas 
of  future  expansion  and  development  in  the 
international  banking  arena. 

"Given  the  continuance  of  positive  change 
within  South  Africa  and  the  ending  of  its  economic 
isolation,  I  have  little  doubt  that  the  country  will 
regain  its  ability  to  generate  not  only  a  better  way 
of  life  for  all  South  Africans,  but  also  for  its 
neighbors  on  the  subcontinent,"  says  Badenhorst. 


By  Simon  Willson 

INDEPENDENCE  is  the  buzz-word  in  world 
central  banking.  The  Federal  Reserve  and 
Germany's  Bundesbank  are  envied  and  respected 
because  they  have  it.  The  Bank  of  England  and  the 
Bank  of  France  are  pitied  because  they  lack  it. 

These  days,  there  is  httle  doubt  about  the  South 
African  Reserve  Bank's  position.  As  senior  Deputy 
Governor  Pierre  Groenewald  puts  it:  "The 
independence  of  a  central  bank  depends  not  only 
on  the  legal  framework  within  which  it  operates,  but 
also  on  the  relationship  that  exists  between  the  State 
President  and  the  Minister  of  Finance  on  the  one 
hand,  and  the  Governor  of  the  Reserve  Bank  on  the 
other.  President  de  Klerk  does  not  pressure  the 
Governor  directly,  or  indirectly  through  the  Minister 
of  Finance,  to  change  the  Bank's  policies." 


Herman  Potgieier 


The  SA  Reserve  Bank  building  in  Pretoria: 
Just  nice  the  Federal  Reserve. 
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SA  Reserve  Bank 
Governor 
Christian  Stals: 
Maintaining  fiscal 
independence. 
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A  glance  at  South  Africa's  economic  and 
political  fundamentals  suggests  Groenewald's 
confident  assertion  is  justified.  The  country's 
economy  is  struggling  through  its  longest  recession 
since  World  War  II,  and  its  government  is 
negotiating  with  the  black  majority  to  bring  about 
fundamental  constitutional  change. 

In  a  country  in  which  politicians  control 
monetary  policy,  credit  conditions  would  surely  be 
easing  to  help  along  economic  and  political 
processes.  In  South  Africa,  however,  the  Reserve 
Bank  continues  to  apply  a  fairly  restrictive  monetary 
policy  in  the  face  of  hardships  experienced  by 
individuals  and  businesses. 

Despite  the  extended  recession  and  delicate 
constitutional  negotiations,  the  prime  lending  rate 
of  banks  remains  20"^o.  Indeed,  prime  has  not  been 
lower  than  20<Vo  in  the  last  two  years  since  the 
government  embarked  on  its  reform  program.  The 
Reserve  Bank,  citing  its  self-proclaimed  mission  to 
defend  the  internal  and  external  value  of  the  rand, 
is  bent  on  reducing  South  Africa's  16°7o  inflation 
rate  to  a  level  nearer  the  average  inflation  rate  of 
the  country's  principal  trading  partners.  Neither 
long  recessions  nor  new  constitutions  is  part  of  the 
Bank's  equation. 

But  this  has  not  always  been  the  case.  At  the 
same  point  in  the  last  downswing  of  the  business 
cycle,  in  the  mid-1980s,  interest  rates  were  slashed 
as  the  government  of  the  day  sought  economic 
growth  to  counter  rising  domestic  instability.  Within 
a  two-month  period  in  1989,  however,  Frederick  de 
Klerk  succeeded  Pieter  Botha  as  head  of  government 
and  Christian  Stals  took  over  from  Gerhard  do  Kock 
as  Governor  of  the  Reserve  Bank.  Almost 
simultaneously,  therefore,  the  key  policymakers  of 


the  1980s  were  replaced  by  a  new  breed  with  very 
different  plans  for  the  1990s. 
"Our  current  State  President  relies  on  the  Bank's 
accumulated  expertise  on  monetary  matters  and 
leaves  the  formulation  and  implementation  of 
monetary  policy  to  the  Governor's  discretion," 
Groenewald  says. 

"The  Bank  is  free  to  take  an  independent  view 
of  the  economy  and  to  set  monetary  policy  with 
medium-term  objectives  rather  than  attempt  to  fine- 
tune  the  economy." 

Fellow  Deputy  Governor  Jaap  Meijer  was  able, 
when  commenting  publicly  on  government's 
1991/92  budget,  to  voice  the  Bank's  concern  that 
structural  reform  of  the  economy  take  place  without 
jeopardizing  the  preservation  of  fiscal  prudence  and 
monetary  stability. 

"We  now  take  a  keen  interest  in  the  longer- 
term  structural  adjustments  this  economy  badly 
needs,"  Meijer  acknowledges.  "We  believe 
ourselves  to  be  in  the  mainstream  of  current  world 
central  bank  policy.  The  International  Monetary 
Fund  is  strongly  on  our  side  in  the  anti-infiationary 
stance  we  adopt. 

The  change  in  the  Reserve  Bank's  status  is  not 
restricted  to  its  domestic  role.  South  Africa's 
political  reforms  have  re-opened  official  contacts 
with  the  rest  of  southern  Africa,  and  the  Bank  is 
poised  to  assume  expanded  regional  responsibilities. 

"We  have,  and  always  have  had,  close  links 
with  almost  all  central  banks  of  southern  Africa," 
says  Groenewald.  "For  example,  our  relationship 
with  the  Reserve  Bank  of  Zimbabwe  has  always 
been  of  the  best,  and  we  have  maintained  relations 
with  the  Bank  of  Mozambique  despite  political 
differences." 

"We  also  provide  training  for  officials  of 
regional  central  banks  and  receive  visitors  regularly 
from  almost  all  the  central  banks  in  southern  Africa. 
We  keep  accounts  in  our  books  for  every  central 
bank  in  this  region  and  make  payments  and  receive 
deposits  on  their  behalf  as  part  of  the  reciprocal 
arrangements  we  have  with  other  central  banks." 

The  Reserve  Bank  also  assists  its  regional 
counterparts  in  more  prosaic  areas  such  as  the  design 
of  central  bank  buildings,  security  systems,  note 
processing,  the  design  of  banknotes  and  the 
application  of  exchange  control. 

Reserve  Bank  officials  are  entirely  unperturbed 
about  the  central  bank's  role  alongside  a 
majoritarian  government  under  a  new  constitution. 
They  do  not  foresee  any  change  in  the  functions  of 
the  Bank,  and  remain  convinced  that  the  country 
would  benefit  if  the  Bank  retained  its  relative 
independence  of  government. 

"We  believe  that  the  fight  against  inflation  is 
the  best  contribution  we  can  make  to  entering  a 
'new'  South  Africa  on  the  right  footing."  says 
Meijer.  "We  should  close  off  the  'old'  South  Africa, 
as  it  were,  with  as  good  a  record  as  we  can  achieve." 
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ABR 

CORPORATE  FINANCE 

BARRY  ADAMS  prefers  to  work  mainly  on  a  success- 
only  basis.  "It  inspires  confidence  in  a  client  if  I  only 
get  paid  when  I  complete  a  deal,"  he  says. 

Operating  from  offices  in  Johannesburg's  Hyde 
Park,  Adams  ranks  among  South  Africa's  foremost 
^^ealmakers. 

Qualifying  as  an  accountant  in  South  Africa, 
\dams  joined  Arthur  Andersen  &  Co  in  Kansas  City 
I  1965  and  later  returned  to  South  Africa  to  establish 
i.  local  practice  for  the  company. 

For  20  years  a  managing  partner  of  Arthur 
Andersen,  which  served  numerous  foreign  companies, 
\dams  developed  specialized  knowledge  of  U.S.  legal, 
ccounting  and  ta.x  laws  and  regulations. 

Retiring  from  the  firm  last  year,  he  joined  a 
number  of  company  boards  and  established  ABR 
Corporate  Finance  in  association  with  Jill  Bogie,  a 
former  Deloitte  partner,  and  Gavin  Routledge,  a 
former  partner  in  the  law  firm 
Webber  Wentzel.  Their  first 
major  assignment  was  to 
consult  to  Bankorp  in  its 
merger  with  ABSA  to  form 
South  Africa's  biggest  banking 
group. 

Freed  from  constraints 
applied  by  the  accounting  and 
legal  professions,  ABR  aims  to 
establish  partnership  relation- 
ships by  comributing  equity  to  ^3^,3  ^^^^  ^^^^^. 
ventures,  or  by  working  on  the  Making  deals  on  a 
tfasis  of  contingent  success  fees.       success-only  basis. 


THE  SMALL  BUSINESS 
DEVELOPMENT  CORPORATION 

BY  THE  LATE  1970s,  South  Africa  was  in  a  parlous 
state.  The  decade's  oil  shocks  had  slowed  down 
development;  employment  by  the  formal  sector  was 
declining;  and  the  costs  of  maintaining  apartheid  were 
running  high. 

^  Small  business  was  over-regulated,  and  apartheid 
■Sislation  restricted  black  development  to  rural, 
i^-zernment-designated  areas. 

gg  In  those  dark  days.  Dr.  Anton  Rupert,  chairman 
Rembrandt  group  and  patriarch  of  the  Afrikaans 
s  establishment,  conceived  the  formation  of  the 
usiness  Development  Corporation  (SBDC)  as 
cial  institution  focused  on  urban  areas, 
-■iving  share  and  loan  capital  from  the  public 
D  receiv  ^^^  sectors,  and  operating  as  a  profit  making 
ieniim^°"'  ^^^  SBDC  has 
Z  r\  ■[  about  US$460  million 
'°^'°"^of  loans.  CEO  Ben 
J  estimates  it  has  created 

E.  00  jobs.  Only  18<^o  of  its 
III  ireneurs  have  failed  and 
m^  0%  of  its  loans  had  to  be 


od; 


n  off. 


/ears  ago,  Ebrahim  Varachia  started  a  clothing 
less  with  a  US$30,000  loan  from  the  Small 
less  Development  Corporation.  Today,  he  boasts 
a\  turnover  of  US$5.5  million  and  employs  320 
le. 


SOME  USEFUL  CONTACTS 

COMMKRCE  AND  INDLSTR^ 

FEDHASA 

Peter  B.  Hearfcild 

SA  CHAMBER  OF  BLSINESS 

Executive  Director 

Marius  D<  Jager 

Telephone:  (Oil)  8«6  8007 

Chief  Executive 

Facsimile:    (011)444  8987 

Telephone:  (Oil)  726  5300 

Facsimile:    (011)726  8421 

RESEARCH 

NATIONAL  AFRICAN  FEDERATED 

COLNCIL  FOR  SCIENTIFIC  AND 

CHAMBER  OF  COMMERCE  (NAFCOC) 

INDLSTRLAL  RESEARCH  (CSIR) 

Vincent  Phaahla 

Brian  Clark 

Director  of  Economic  Research 

President 

and  Chief  Economist 

Telephone:  (012)  841  3761 

Telephone:  (Oil)  836  5950 

Facsimile:    (012)  841  3549 

Facsimile:    (011)836  6866 

FOLNDATION  FOR  RESE.ARCH 

FABCOS 

DEVELOPMENT 

Zolile  Makaba 

Reinhard  Arndt 

Executive  Assistant 

President 

to  the  Chief  Executive  Officer 

Telephone:  (012)  841  4076 

Telephone:  (012)  327  1940 

Facsimile;    (012)  841  4504 

Facsimile:    (012)  327  1971 

HUMAN  SCIENCES  RESEARCH  COUNCIL 

STEEL  &  ENGINEERI.NG  INDUSTRIES 

(HSRC) 

FEDER.ATION  (SEIFSA) 

Robert  van  der  Kooy 

Brian  Angus 

Communications  Manager 

Executive  Director 

Telephone:  (012)202  9111 

Telephone:  (011)833  6033 

Facsimile:    (012)  202  2002 

Facsimile:    (Oil)  838  1522 

SA  INSTITUTE  FOR  .MEDICAL  RESE-ARCH 

SMALL  BISINESS  DEVELOPMENT 

Richard  Ooehring 

CORPOR.ATION  (SBDC) 

Deputy  Director 

Dawie  Crous 

Telephone:  (011)725  0511 

Senior  Manager,  Development  Promotion 

Facsimile:    (Oil)  725  5891 

Telephone:  (Oil)  643  7351  or 

(Oil)  764  1068  (a.h.) 

BUREAU  FOR  ECONOMIC  RESEARCH 

Facsimile:    (011)642  1124 

Ockie  Stewart 

Director 

CHAMBER  OF  MINES 

Telephone:  (02231)77  9111 

Tom  Maine 

Facsimile:    (02231)  77  4499 

Chief  Executive 

Telephone:  (Oil)  838  8211 

TR.ANSPORT 

Facsimile:    (011)834  1884 

TR.ANSNET 

INDISTRIAL  DEVELOPMENT 

Sriedel  Mulke 

CORPORATION  (IDC) 

Croup  Manager.  Public  Relations 

Carel  Van  Der  Merv»e 

Telephone:  (Oil)  488  7|0I 

Managing  Director 

Facsimile:    (0I1)4«8  7125/6 

Telephone:  (Oil)  883  1600 

FacsimUe:    (011)883  1655 

TRADE 

AMERICAN  CHAMBER  OF  COMMERCE  IN 

DEPARTMENT  OF  TR.ADE  AND  INDl'STllY 

SA  (AMCHAM) 

Stef  Naude 

Michelle  Cohen 

Director  General 

Executive  Director 

Telephone;  (012)  310  9791 

Telephone:  (Oil)  880  1630 

Facsimile:    (012)  322  0298 

Facsimile:    (011)880  1632 

SOUTH  AFRICAN  FOREIGN  TRADE 

JGHANNESBL'RG  STOCK  EXCHANGE  (JSE) 

ORGANIZATION  (SAFTO) 

Roy  Andersen 

David  Graham 

President 

Genera:  ^                          t:ional  Opcrukws 

Telephone:  (Oil)  833  6580 

Teleph. 

Facsimile:    (011)838  1463 

Facsimi.^      ,.  .  . .  .-o.  ,..  ~ii 

ENERGY 

STANDARDS 

ESKOM 

SOI  TH  AFRICAN  Bl  REAU  Of  STANDARRS 

Ian  McRae 

(SABS) 

Chief  Executive 

Daan  Luyt 

Telephone:  (Oil)  800  5845 

Chief  Director 

Facsimile:    (0II)800  5«04 

Telephone;  (012)428  7911 

Facsimile:    (012)  344  1568 

HOTELS  AND  TOl  RISM 

SATOIR 

t>rina  Holtzhausen 

Manager,  Corporate  Communications 

Telephone:  (012)  347  0600 

Facsimile:    (012)  45  4«I6 

Produced  by  Vincent  Taylor 
Designed  by  A.M  Graphics 
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Defying  the  law  of  the  jungle,  tiny  Novellus  Systems 
beats  much  larger  rivals  in  the  business  of  making 
chip-production  machinery. 

Vapor  ware 


By  Julie  Pitta 

While  they  were  busy  all  but  annihi- 
lating U.S.  competition  in  dynamic 
random  access  memories  and  taking 
away  much  of  the  rest  of  the  chip 
market,  the  Japanese  had  another 
agenda:  snatching  the  market  for 
chipmaking  machinery.  That  they 
have  pretty  well  done,  with  a  47% 
share  today  in  the  $9.9  billion  world- 
wide chipmaking  machinery  market. 

That  makes  the  success  of  Novellus 
Systems  Inc.,  an  eight-year-old  firm 
in  San  Jose,  Calif  that  makes  ma- 
chines used  to  produce  semiconduc- 
tor wafers,  rather  surprising.  Last  year 
Novellus  posted  net  income  of  $16.7 
million  on  sales  of  $80  million,  for  a 
21%  net  profit  margin  that  would  be 
an  accomplishment  in  any  business. 
Yet  Novellus  is  competing  against 
some  real  gorillas:  Hitachi  Ltd. 
($54.8  billion  in  sales).  Canon  Elec- 
tronics ($538  million)  and  a  U.S. 
company.  Applied  Materials,  which  is 
almost  eight  times  Novellus'  size. 

The  commodity  end  of  the  inte- 
grated circuit  market — memoiy  chips 
like  DRAMS  in  particular — is  quite  vol- 
atile, given  to  periodic  bouts  of  over- 
capacity and  disastrous  price-cutting. 
The  business  of  supplying  capital 
equipment  to  commodity  chip  pro- 
ducers is  all  the  more  volatile;  if  sales 
are  declining,  a  chipmaker  doesn't 
need  to  add  production  lines.  So  No 
vellus'  fiscal  history  is  quite  stunning. 
It  has  been  solidly  profitable  since 
1988,  the  year  following  its  first  ship 
ments  to  hram  makers,  and  revenues 
ft)r  the  quarter  just  ended  were  1 5% 
over  the  1991  level.  This  despite  the 
current  slump  in  semiconductor  sales. 
Says  Novellus  (^hief  Hxecutixe  Robert 
Ciraham,  a  bit  coyly:  "We  expected  a 
better  year.  These  last  two  years  have 
really  been  tough." 

How  has  Novellus  done  it?  With 
good  technolog)'  and  a  clever  applica- 


tion of  the  farm-out  principle.  Farm- 
ing out  manufacturing  steps  to  sub- 
contractors is  a  great  way  for  produc- 
ers in  a  volatile  industry  to  protect 
themselves.  Japanese  automakers  do 
it,  pushing  risk  down  onto  their  parts 
suppliers.  Some  U.S.  chip  firms  do  it, 
specializing  in  design  and  marketing 
and  having  fabrication  done  by  out- 
siders. And  Novellus  does  it  in  a  big 
way,  by  designing  and  assembling 
machines  whose  guts  are  made  to 
order  from  about  100  vendors.  Thus 
it  is  that  Novellus  boasts  $302,000  of 
sales  per  employee  and  $5  of  sales  per 
dollar  of  fixed  assets.  The  company  is 
virtually  debt- free  and  has  cash  equal 
to  three  times  its  liabilities. 

A  Novellus  machine  addresses  one 
part  of  the  chipmaking  process:  the 
deposition  of  molecules  of  tungsten 
or  other  elements  onto  semiconduc- 
tor wafers.  The  process  takes  place  in  a 
chamber  where  gases  are  released  and 
allowed  to  condense  on  the  wafer.  Of 
critical  importance  is  the  uniformity 
of  the  wafer's  surface.  It  was  com- 
monly thought  that  the  wafers  must 
pass  through  the  chamber  one  at  a 
time  to  ensure  absolute  perfection. 
But  an  $850,000  Novellus  machine 
handles  five  wafers  at  a  time,  mounted 
in  a  carousel  36  inches  acrtxss.  The 
advantage  is  obvious:  "The  higher 
the  throughput  of  the  machine,  the 
lower  the  cost  of  making  the  chips," 
Graham  says  succinctly.  The  Novellus 
\  apor  deposition  machine  can  handle 
30  to ,50  wafers  an  hour,  each  wafer 
containing  up  to  several  thousand 
future  chips.  High  volume  prt)duc- 
tion  is  of  the  essence  on  a  production 
line  cranking  out  chips  that  will  sell 
lor  just  a  few  dollars  each. 

Novellus  has  landed  customers  like 
Motorola,  Ad\anced  Micro  Oexices 
and  LSI  Logic,  which  especially  like 
the  machine  for  making  commodity 


chips.  Novellus  has  also  attracted  the 
attention  of  Sematech,  the  govern- 
ment-sponsored consortium  explor- 
ing new  chipmaking  techniques. 
"With  their  mini  batch,  they  seem  to 
get  better  thrt>ughput  and  uniformity- 
than  others  have  with  the  single-wafer 
approach,"  says  William  Spencer,  Se- 
matech's  chief 

NoNcllus  almt^st  didn't  sur\ivc  as  a 
stand  alone  ctmipany.  Hounded  by  an 
ex  Applied  Materials  ser\nce  manag- 
er, >s'ovellus  built  a  prt>tot>pe  and 
then  ran  out  oi  money.  An  Applied 
executix  e  arranged  to  have  his  compa- 
ny acquire  Novellus.  When  Applied 
backed  out  of  the  deal,  the  deal 
maker — Robert  Graham,  now  62 — 
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exited  to  join  Novellus. 

To  compete  with  his  former  em- 
ployer, Graham  contracted  out  much 
of  the  work  to  others.  Only  1 1  Novel- 
lus staffers  perform  the  final  assembly 
of  the  machines  at  Novellus  head- 
quarters. Instead,  Graham  focused 
Novellus'  then  meager  resources  on 
improving  the  machine's  design  and 
building  a  sales  force.  Graham  moved 
Novellus  quickly  into  the  Far  East, 
with  dramatic  results:  Sales  to  Japa- 
nese chipmakers  in  1991 — including 
chip  giant  nhc — accounted  for  more 
than  one -third  of  revenues. 

U.S.  companies  once  dominated 
the  chip  equipment  industry.  In  what 
has  become  an  all  too  familiar  story, 


the  Japanese  have  taken  U.S.  technol- 
ogy and  used  their  manufacturing 
prowess  to  produce  superior  prod- 
ucts. The  Japanese  have  virtually  driv- 
en U.S.  companies  out  of  the  market 
for  wafer  steppers,  the  machines  used 
to  photographically  engrave  circuit 
lines  on  chips.  But  they  will  buy  from 
American  companies  until  a  compara- 
ble Japanese-made  product  becomes 
available,  something  the  wafer  step- 
per producers  found  out,  painfully. 
"The  Japanese  customer  wants  the 
same  thing  the  U.S.  customer 
wants — he  wants  you  over  there," 
Graham  say^.  "I've  been  going  to 
Japan  since  1968  with  Intel.  They 
know  that  when  I've  gone  in  there 


Novellus 
Chief  Executive 
Robert  Graham 
and  assembly  team 
Fanning  out  man- 
ufacturing has 
allowed  tiny 
Novellus  to 
compete  with 
giants. 


I've  stayed."  So  far,  the  Japanese  have 
not  abandoned  him. 

Applied's  chemical  vapor  deposi- 
tion machine  uses  the  single-wafer 
approach.  A  single-wafer  machine  of- 
fers more  control;  it's  also  more  ex- 
pensive and  tends  to  be  used  for 
specialized  chips  that  command  high- 
er price  tags.  "Novellus  is  aimed  at 
customer  needs;  Applied  is  aimed  at 
customer  wants,"  says  L.  Dan  Hutch- 
eson,  president  ofvusi  Research,  a  San 
Jose,  Calif  consulting  firm. 

In  difficult  times,  customers  are 
more  likely  to  settle  for  the  basics, 
rather  than  the  stuff  on  wish  lists. 
With  capital  drxing  up,  even  the  Japa- 
nese arc  learning  that  lesson.  ^M 
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Oome  companies  search  the  four 

corners  of  the  world  for  the  most  advanced 

telecommunications  technology. 

A 

Curious,  isn't  it,  when  half  the  Fortune  500f 

more  than  two  hundred  universities 

and  most  major  telephone  companies  have 

already  found  it. 
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Fare  games 


COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


If  there  were  a  Parkinson's  Law  of 
Computation,  it  would  go  something 
like  this:  Work  expands  to  fill  the 
available  MIPS.  Witness  the  chaotic 
state  of  airline  fare-setting,  which 
stops  just  a  little  short  of  consuming 
all  of  the  millions-of-instructions- 
per-second  computing  capacit)'  of  the 
Western  world.  American  Airlines' 
fare  simplification  plan,  announced  in 
mid-April,  should  cut  down  on  the 
data  processing  needed  to  book  a 
flight.  American  Chairman  Robert 
Crandall's  timing  was  excellent.  The 
announcement  came  down  just  when 
we  were  struggling  with  our  iRS  forms 
and  thinking  that  life  had  gotten  alto- 
gedier  too  complicated. 

Before  American's  move  to  a  most- 
ly four- fare  strategy,  airline  main- 
frames would  rejigger  thousands  of 
fares  a  day,  maximizing  the  yield  for 
each  flight  by  attempting  to  extract 
the  highest  fare  that  each  passenger 
would  bear.  But,  as  fast  as  the  airlines 
shuffled  the  deck,  the  customers 
found  ways  to  ourvvit  the  airlines. 

Some  would  buy  two  cheap  round - 
trips  and  throw  half  of  each  away. 
Others  booked  flights  to  cities  with 
competitive,  low  fares,  then  exited  at  a 
midwa\'  stop  with  high  fares — the 
"hidden -citN'"  routine.  Other  fliers 
would  subscribe  to  a  newsletter  about 
meetings  and  tell  a  reser^'ation  clerk 
they  were  going  to  the  "fourth  annual 
convention  of  banana  testers"  and 
wanted  the  special  meeting  tare.  Plen- 
ty' of  fliers  comparison  shopped, 
spending  15  minutes  on  the  line  with 
each  of  several  airlines'  expensively 


trained  reservation  agents. 

"It  had  become  a  game,"  says  Max 
Hopper,  American  Airlines'  senior 
vice  president- information  systems. 
And  it  wasn't  zero-sum.  It  was  a 
negative-sum  game,  since  it  cost  both 
airlines  and  consumers  so  much  to 
play.  The  airlines  had  huge  staffs  de- 
voted to  pricing,  and  other  huge  staffs 
explaining  fares  to  the  public.  Travel 
agents  spent  a  lot  of  their  time  figur- 
ing out  complicated  fares.  They 
would  invest  in  soft^vare  to  beat  the 
airlines'  softAvare.  One  program,  for 
example,  dialed  into  an  airline  reser- 
vation computer  over  and  over,  thou- 
sands of  times,  aiming  to  catch  tem- 
porary' fare  reductions  on  a  few  seats 
on  single  flights. 

American's  fare  streamlining,  if  it 
catches  on,  will  reduce  some  of  the 
absurdities.  But  it  won't  eliminate 
them.  There  is  a  compelling  econom- 
ic reason  for  complex  fares,  and  it 
won't  go  away.  And  that  is  the  logic  of 
price  discrimination  for  a  ser\ice  with 
high  fixed  costs  and  ver\'  low  variable 
costs.  Rational  price  discrimination 
explains  some  of  the  seemingly  least 
rational  elements  of  fare  setting— the 
Saturday- night  stayover,  for  example. 

The  fixed  cost  here  is  the  cost  of 
flying  an  airplane  ft-om  one  city  to 
another.  The  variable  cost  in  question 
is  the  tiny  incremental  expense  in- 
volved in  getting  one  more  passenger 
onto  the  plane,  in  a  seat  that  would 
otherw  ise  have  gone  empt)'. 

Suppose  that  it  costs  $19,000  to  fly 
the  airplane  and  that  there  are  100 
seats.  Suppose  that  there  are  100  po- 
tential customers  for  this  flight.  Half 
are  vacationers  to  whom  the  trip  is 
worth  SI 00  to  $150.  The  other  half 
are  business  travelers  to  w  horn  the  trip 
is  worth  more  than  $300.  With  a 
uniform  tare,  the  aiqilane  can't  flv.  At 
$100,  the  airline  sells  100  tickets  M\d 
takes  in  oiiK  $10,000  of  revenue  to 
ctner  its  $  19,000  flight  cost.  At  $300, 
it  sells  50  tickets,  for  rc\cnuc  of 
$15,000. 

Hut  w  hat  if  there  is  some  w  a\  to  tell 
the  business  travelers  from  the  \aca 
tioners?   The  airline  charges  the  for 


mer  S300  and  the  latter  $100.  Total 
revenue,  $20,000.  The  airline  makes 
a  profit  and  ever\'  passenger  pays  less 
than  the  value  of  the  flight  to  him. 
Everyone  gains. 

As  it  happens,  the  Saturday  night 
rule  is  a  very  effective  way  to  discrimi- 
nate among  passengers.  Pleasure  trav- 
elers almost  always  spend  at  least  one 
Saturday  night  at  a  destination.  Busi- 
ness travelers  almost  never  do. 

The  system,  however,  had  gotten 
far  out  of  hand.  Before  the  switch, 
American  had  500,000  domestic  fares 
in  its  computers,  covering  its  own  76 
million  passenger  boardings  in 
1991 — or  about  1  for  ever\'  150  pas- 
senger segments  flown.  Computer 
companies  got  rich  off" this.  So  did  the 
companies  selling  guides  and  software 
for  the  cheapest  fares,  brokering  tick- 
ets and  other\\  'se  getting  their  cut. 

All  in  all,  it  was  a  military'  engage- 
ment, with  both  sides  escalating  un- 
productive spending  to  maintain  a 
standoflf.  If  you  look  at  their  bottom 
lines,  it's  clear  the  airlines  weren't 
benefiting  ft-om  the  situation,  while 
consumers  were  complaining  loudly. 

How  did  we  get  to  this  point? 
Much  like  militan-  spending,  comput- 
er spending  can  develop  its  own  inter- 
nal will  to  expand.  The  ftindamental 
principle  of  \ield  management — 
make  those  willing  to  pay  more,  pay 
more — makes  sense.  It  just  doesn't 
make  sense  to  have  5.5  million  tares. 

Thus,  the  legitimate  goals  of  the 
airlines  ended  up  creating  a  vastly 
inefficient  system  as  a  whole.  Com- 
puters helped  them  do  it,  and  there 
were  no  checks  on  the  other  side  to 
stop  the  escalation.  As  I  said  in  an 
earlier  column,  all  our  investment  in 
technolog)'  seems  not  to  have  paid 
off".  A  lot  of  the  reason  is  that  much  of 
it  w  as  fundamentally  unproductive;  it 
went  into  negative-sum  games  of 
measures  and  countemieasures,  in- 
stead of  into  prixiuctive  efforts. 

Will  American's  reform  stick.*  Per- 
haps. If  it  diKS,  I  wish  someKxIy 
would  put  Bob  Crandall  in  charge  of 
simplit\ing  the  tax  ccxle.  ^Or  maybe 
reformed  computer  nun  Ross  Perot?) 
If  you  think  tiguring  out  airfares  is  a 
drag  i>n  the  economy  tor  K>th  passen- 
gers and  airlines,  consider  not  just  the 
etVect  of  taxes  but  also  the  burden  of 
legitimate  and  semi  legitimate  efforts 
at  tax  avoidance.  ^ 
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"Hows  the  new  proposal?" 


"Finished:' 


"C'mon,  the  research  alone. . ."    "That  was  the  easy  part'.' 


"Easy!  I  hope  its  right!' 


"The  client  said  we  nailed  it'. 


"You  already  turned  it  in?" 


"Days  ago.  We  were  first'.' 


"Hey,  are  we  talking  some  kind  of  secret  weapon  here?" 


The  answer  is  in  Dialog. 


Information— complete,  precise,  up- 
to-the  minute.  It's  your  most  powerful 
business  tool.  Find  exactly  what  you 
need  to  know  fast  in  Dialog,*  the  world's 
first  and  largest  electronic  library-.  We 
offer  over  400  diverse,  detailed  data- 
bases readily  accessible  online  via 
computer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  vour  industry-. 


1-800-3-DIALOG 


Outside  U.S..  415-858-3785.  Fax  415  858-7069 


Dialog  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  woriduide  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  current  news.  From  D&B, 
SSCP,  Reuters.  Teikoku,  McGraw-Hill. 
Knight -Ridder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 


DIALOG  INFORMATION  SERVICES,  INC 

A  KNIGHT-RIDDER  COMPAr^ 

0 1991  Diakig  Infcrnutkm  ServKcs.  tiK^  3460  HiDvtewARnue.  Fkk>  Ako.  Cjlifer^ 
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Bus  emissions  controls  are  going  to  cost  a  pretty  penny. 
Donaldson  Co.  aims  to  get  a  large  share  of  the  loot. 

Exhausting 
the  possibilities 


By  Reed  Abelson 

Seven  years  ago  federal  bureaucrats 
decreed  that  city  buses  would  have  to 
cut  soot  pollution  from  their  engines 
by  80%.  Detroit  Diesel  Corp.,  which 
makes  nearly  all  of  these  engines, 
turned  to  its  existing  parts  suppliers 
for  help.  Most  of  the  suppliers  threw 
up  their  hands.  But  one,  Donaldson 
Co.,  a  Minneapolis  maker  of  mufflers, 
air  filters  and  like  products,  came 
forward. 

Donaldson  designed  a  filter  system 
to  trap  and  burn  the  bits  of  unburned 
fijcl  that  come  out  of  a  diesel's  exhaust 
pipe.  With  just  two  years  to  go  until 
the  1994  deadline  for  even  lower 
emissions,  Donaldson  has  500  of  its 
units  in  pilot  tests. 

These  pollution  controls  are  not 
cheap.  They  now  cost  $8,500  to 
$21,000  each,  a  burden  that  will  be 
borne  by  the  taxpayers  who  subsidize 
bus  transit.  But  Donaldson  should  do 
quite  well  by  the  pollution  control 
laws.  If  it  succeeds  in  capturing  the 
emissions  control  business  of  most  of 
the  nation's  60,000  city  buses,  it  can 
move  on  to  the  much  larger  market 
for  emissions  controls  on  truck  die- 
sels,  next  on  environmental  regula- 
tors' hit  list  for  vehicle  emissions 
rules.  It  would  be  a  nice  boost  for  this 
Big  Board  listed  firm,  which  netted 
$24  million  last  year  on  sales  of  $458 
million. 

Like  its  customer  Detroit  Diesel, 
Donaldson  appealed  to  several  of  its 
suppliers  for  critical  technology.  The 
soot  filter  has  to  be  durable  enough  to 
withstand  large  swings  in  temperature 
over  a  long  life.  Its  tiny  pores  ha\e  to 
trap  particulates  as  small  as  a  micron 
(one-thousandth  ot  a  millimeter)  in 
si/.e,  yet  not  make  the  engine  work 
too  hard  when  it  pushes  the  exhaust 


through  the  filter. 

One  Donaldson  supplier  is  Cor- 
ning Inc.,  whose  Celcor  ceramic  has 
been  used  in  automobile  catalytic 
converters  for  years.  But  the  diesel 
engine  version  has  to  be  made  six 
times  as  large  as  the  version  found  in 
cars.  This  scaling  up  is  such  a  tricky 
business  that,  for  now.  Corning  is 
making  the  bus  filters  by  hand.  Don- 
aldson prays  that  the  process  can  be 
automated. 

Donaldson  is  also  working  with 
Minnesota  Mining  &  Manufacturing 
on  a  ceramic  fiber  called  Nextel.  The 
fiber  is  wound  around  an  electric 
heater,  which  incinerates  the  soot  par- 
ticles. A  California  transit  authority 
began  testing  33  of  the  Donald - 
son/3M  units  in  April.  Japan's  NGK 
Insulators  offers  yet  a  third  ceramic 


Coming's  filter  contains  a 
honeycomb  blockaded  in  a  checke^ 
board  fashion  to  force  exhaust  gas 
through  the  walls.  Soot  collects  on  the 
walls  and  is  later  incinerated. 


possibility.  Of  the  three,  Nextel  has 
the  advantage  of  being  the  most  flexi- 
ble: The  size  of  the  unit  can  be  varied 
easily  by  changing  the  number  of 
cartridges.  But  Nextel,  initially  used 
to  make  the  heat-resistant  tiles  on 
space  shutdes,  "started  out  where 
money  is  no  object,"  notes  Lisa  Klein, 
a  professor  of  ceramics  at  Rutgers 
University.  The  Nextel-based  emis- 
sions control  would  carry  a  price  tag 
of  $2 1 ,000  with  today's  production 
technology. 

Aftier  finding  the  right  filter,  Don- 
aldson has  to  deal  with  the  trapped 
particulates  without  pulling  the  bus 
off  the  street.  Unlike  car  exhaust, 
diesel  exhaust  is  too  cool  to  burn  off 
pollutants  without  some  sort  of  exter- 
nal heat  source.  One  Donaldson  sys- 
tem uses  two  Celcor  filters,  one  of 
which  is  in  use  vhile  the  other  is  being 
cleaned  by  an  electric  burner. 

Donaldson  has  some  competition. 
Engine  Control  Systems,  a  Newmar- 
ket, Ont.  company  that  has  developed 
filters  for  the  mining  industry',  hopes 
to  bring  down  the  cost  of  its  system  by 
doing  away  with  an  external  heat 
source.  It  is  experimenting  with  a 
copper-based  fiiel  additive  that  sub- 
stantially drops  the  temperature 
needed  to  burn  off  the  particulates. 
Philadelphia's  transit  authorit)'  has 
ordered  20  of  the  companv's  traps  for 
about  $5,000  each. 

The  bus  industr\'  is  also  looking 
into  the  use  of  alternate  fijels  like 
methanol  or  natural  gas,  but  switch- 
ing to  those  fijels  would  be  extremely 
expensive.  Northeastern  cities  would 
have  to  replace  their  bus  fleets  and  bus 
filling  stations.  "Obviously,  if  you  can 
clean  up  diesel  engines,  it's  less  cost- 
ly," says  Mark  Obert,  president  of 
Hlxible  Corp.,  a  bus  manufacturer. 

But  the  greatest  opportunity-  for 
Donaldson  and  others  is  in  emissions 
controls  for  diesel  trucks,  t)f  which 
there  are  5  million.  Truck  engine 
manufacturers  Navistar  International 
.uid  Cummins  Kngine  are  working 
hard  to  cut  emissions  with  changes  in 
engine  design,  but  it  is  likely  that 
trucks  w  ill  still  need  a  trap  or  catalytic 
con\erter  to  meet  the  government's 
regulations.  Di>nald,siMi's  goal  is  to 
drop  the  price  of  its  units  to  S5,000 
for  a  bus.  To  sell  to  the  taick  market, 
Donaldson  thinks  it  will  have  to  de- 
velop a  unit  priced  around  $2,000  Bi 
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Software  Champba 
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CA's  Compuring 
Archiceccure 
For  The  90s. 


I 
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Start  your  engines. 

That's  the  rallying  cry  you'll 
hear  each  day  at  Group  Pirelli,  one 
of  Italy's  most  famous  companies. 
For  years,  they've  made  the  tires 
that  carry  the  world's  greatest 
auto  racers  to  victory 

But  did  you  know  they're  also 
a  leading  producer  of  telecommu- 
nication and  energy  transmitting 
cables,  industrial  components, 
engine  parts  and  even  rubber 
gloves? 

With  all  that  going  on,  Pirelli's 
IS  Department  wasted  no  time  in 
making  productivity  its  top  priori- 
ty "Our  industry  moves  quickly" 
says  Dr.  Gianfranco  Cappelli, 
Pirelli's  Corporate  IS 
Director,  "and  turn- 
around is  very  impor- 
tant. We  always  have 
to  know  our  clients' 
needs.  And  we're  con- 
stantly trying  to  improve  our 
delivery  times." 

Since  Pirelli  switched  to  CA 
software  six  years  ago,  productivi- 
ty at  both  mainframe  and  PC  levels 
has  raced  ahead  by  more  than30%. 
"But  best  of  all,  CA  is  the  most 
reliable  partner  I've  ever  worked 
with;'  declares  Cappelli.  "I  like  to 
think  of  them  as 
a  pit  crew.  Their 
service  and  sup- 
port is  tremen- 
dous. And  they 
develop  new 
products  that 
always  seem  to 

fit  our  needs 

'  perfectly  You 
don't  know  how  much  we  appreci- 
ate that." 

So  where  does  that  leave 
Pirelli? 

"Taking  the  checkered  flag,  of 
course." 

(tomputer* 
Dissociates 

Software  superior  by  design. 

Computer  Associates  Intemauonal.  Inc..  One  Computer  Asso- 
oatesFtoa.  Islandia.  m  11788-7000  1-800  CMXCM.  .Ml  prod- 
ua  names  referenced  herein  are  trademarks  of  their  respeaK-e 
companies. 


Dr.  Gianfranco  Capftlli's 

strategic  use  of  ca  software 

H.^s  PUT  Group  Pirelli  in  Victory 

Lane.  Information  Svste.ws 

PRODUCTlVm'  H/\S  1NCRE.\SED 

?,\  MORE  THAN  30% 

0\'ER  THE  P.\ST  SIX  YEARS. 
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Power  windows 
and  accelerators 


COMMENTARY  BY  M  CHAEL  G  ANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  In 
science  and  technology  stocks. 


About  10  million  copies  of  Micro- 
soft's stunningly  successftil  Windows 
operatung  system  have  been  sold.  It  is 
estimated  that  someone  buys  a  copy 
of  Windows  even'  4  seconds. 

But  if  you  are  already  a  Windows 
user,  and  you  happen  to  have  a  word 
processing  program  that  goes  slowly 
under  Windows,  then  4  seconds  is  an 
eternit}'.  That's  how  long  it  can  take 
to  scroll  through  a  single  page.  In  an 
extreme  case  it  might  take  12  seconds. 

Windows  is  a  splendid  program. 
Once  you  use  it  there  is  no  going  back. 
But  it  is  a  ver\'  graphical  program,  and 
graphics  arc  slow — e\en  on  a  micro- 
processor doing  50  megahertz,  the 
current  pacesetting  standard. 

A  new  or  and  taster  processor  is  not 
an  adequate  solution.  To  the  end 
user,  w  ho  in  many  cases  couldn't  care 
less  about  processor  clock  speeds,  and 
who  shouldn't  have  to,  the  lact  re- 
mains that  things  happen  on  the 
screen  at  a  slow  crawl.  A  computer 
that  feels  slow  is  slow  . 

The  trouble  lies  in  the  speed  at 
which  the  current  generation  of  com- 
puters is  able  to  transfer  information 
onto  the  screen.  It  is  a  major  bottle- 
neck. Your  computer  .solves  computa- 
tional problems  like  lightning — but  it 
takes  a  long  time,  under  Windows,  to 
push  its  results  through  to  the  video 
screen.  Ihis  is  a  hardware  prt>blem 
with  hardware  solutions. 


One  of  the  most  successftil  solu- 
tions is  a  new  kind  of  chip  called, 
typically,  a  Windows  accelerator.  In- 
stall a  grapiiics  board  designed 
around  one  of  these  chips,  and  sud- 
denly information  leaps  to  the  screen. 
For  certain  programs,  such  as  Excel 
and  Word  for  Windows,  operating 
speed  may  triple. 

One  computer  manufacturer.  Stan- 
dard Computer  of  Irwindale,  Calif.,  is 
capitalizing  on  this  speed-up  feature, 
which  it  has  brilliantly  characterized 
in  its  advertising  as  "power  win- 
dows." On  Wmdows  applications. 
Standard's  machines  run  up  to  24 
times  as  fast  as  otherwise  identical  but 
unaccelerated  computers.  Standard 
was  quick  and  smart  to  take  advantage 
of  this  trend.  By  next  fall's  Comdex, 
ever\'  major  computer  builder,  in- 
cluding IBM,  Compaq,  AST,  Dell, 
Zeos,  Hewlett-Packard,  Everex  and 
many  others,  will  be  oftering  graphic 
accelerators  as  original  equipment. 

There  is  also  an  eager  aftermarket 
for  Windows  accelerator  boards,  cre- 
ated among  people  who  have  already 
bought  Windows  and  want  to  speed 
up  the  cadence  of  their  new,  graphics- 
intensive  word  processors,  spread- 
sheets, desktop  publishing  programs 
and  databases.  The  accelerators  are 
also  particularly  helpftil  for  the  graph- 
ics-intensive computerized  design 
programs. 

Among  the  winners  in  this  new 
business  of  Windows  accelerator 
chips  is  a  private  Santa  Clara,  Calif 
company  called  S3  Inc.  S3  was  formed 
b\'  two  of  the  founders  of  Chips  & 
Technologies,  with  backing  from 
Kleiner  Perkins  and  other  venture 
capital  sources.  S3  probablv  account 
ed  for  three-fourths  of  the  200,000 
Windows  accelerator  chips  sold  last 
year.  The  accelerator  market  should 
grow  sixfold  this  year.  In  1994  over 
half  of  all  video  boards  sold,  according 
to  market  researcher  lix ,  will  be 
based  on  some  form  of  accelerator. 

Bcvond  that,  it  wDuld  not  he  too 


surprising  if  these  products  were  to 
plateau.  Better  computer  architec- 
ture, better  software  and  a  higher  level 
of  integration  may  ultimately  solve 
the  sluggish  screen  problem  for  which 
the  Windows  accelerator  chip  and 
other  current  technologies  seem,  in 
essence,  a  quick  fix.  Meantime,  how- 
ever, the  Windows  accelerator  chip  is 
one  hot  product.  Another  private 
company  pioneering  this  business  is 
Trident,  an  established  graphics  chip- 
maker  in  San  Jose. 

It  is  likely  that  both  Trident  and  S3 
will  come  public  this  year.  I  never  buy 
new  issues,  but  if  you  are  speculatively 
inclined,  you  might  watch  for  these 
two,  as  there  is  real  substance  to  their 
businesses  and  their  growth.  A  To- 
ronto company,  .\TI  Technologies, 
sells  Windows  accelerator  boards 
based  on  its  own  proprietan-  graphics 
processing  chip  sets.  No  indication 
that  it  will  go  public  anytime  soon. 

Publicly  held  companies  in  the 
graphic  chip  business  are  many  and 
various,  and  they  are  all  aflTected,  for 
better  and  for  worse,  by  this  speedily 
emerging  technolog}-:  Chips  &  Tech- 
nologies, Western  Digital,  Weitek, 
Cirrus  Logic,  Tseng  Laboratories  and 
Sierra  Semiconductor. 

Cirrus  Logic  has  boosted  itself  into 
the  graphics  accelerator  field  with  its 
purchase  in  March  (for  3.6  million 
shares  of  Cirrus  common)  of  Acumos 
Inc.,  a  formerly  private  company  spe- 
cializing in  semiconductors  for  graph- 
ics. Windows  accelerators  based  on 
Acumos  (now  Cirrus)  chips  have  re- 
ceived high  marks  for  both  pricing 
and  performance  in  published  com- 
parative tests  with  boards  based  on 
other  chips.  .Also,  while  acceleration 
\  aries  from  program  to  program  with 
S3's  chips,  the  Cimis  accelerator  chip 
appears  to  oi\cr  gcx>d  acceleration  for 
a  variet)'  of  programs. 

L^nlike  S3,  Cirnis  Logic  [IS)  is  a 
welLdiversified  semiconductor  com- 
pany, with  products  in  mass  storage 
and  communications  as  w  ell  as  graph- 
ics. .\t  22,  the  price/ earnings  ratio  is 
realistic.  Accelerators  are  mcxJish — a 
bit  of  a  fad.  When  the  tad  fades,  you 
may  prefer  to  ow n  a  company  with  a 
ftill  range  of  pn.xlucts,  rather  than  a 
pure  play  on  a  single  t>pc  of  chip.  At 
the  mi>ment,  however,  it  seems  clear 
that  S3  has  the  jump  on  this  impt>r- 
tant  new  market.  Bl 
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"Uh-Oh . . ."  Donna,  Accounting 


"What  The . . ."  Dan.  Drafting 


"Hey!"    Todd.  Shipping 


"Whoa!"  Jan,  Production 


THE  ENTIRE 

OFFICE   WENT   INTO   SHOCK 

lilHEN   FOUR   MRJOR 

PROJECTS   WERE 

SUDOENLV   PUT  ON   HOLO. 

Management  still  refers  to  it  as 
"Black  Friday."  The  morning  that  every 
computer  screen  in  the  entire  office 
suddenly  went  blank.  And  as  hundreds 
of  hours  of  manpower  were  lost  in  the 
blink  of  an  eye,  they  kicked  themselves 
for  not  having  the  foresight  to  buy  a 
Powerware*  System  from  Exide  Electronics. 


While  today's  computer  networks  are 
more  reliable  than  ever,  the  source  of 
their  energy  isn't.  Utility  power  is  riddled 
with  surges,  sags,  and  other  irregularities 
that  can  cripple  a  network  in  no  time  flat. 

A  Powerware  System  is  designed  to 
ward  off  these  potential  catastrophes 
by  conditioning  the  power  before  it  is 
ever  fed  into  the  CPU.  And  should  a 
power  outage  ever  threaten  your  bottom 
line,  the  Powerware  System  is  on  the  job 
with  the  mast  reliable  backup  power  in 
the  industry  today,  for  systems  ranging 
from  a  single  PC  to  the  largest  mainframes 
and  networks. 

Best  of  all,  as  nine  out  of  ten 


computer  manufacturers  will  tell  you, 
every  Powerware  System  comes  with  the 
invaluable  service  of  the  worlds  most 
knowledgeable  power  consultants.  An 
entire  team  devoted  solely  to  the  purpwse 
of  keeping  your  network  up  and  running 
even  in  the  most  adverse  conditions. 

Call  1-800-554-5448  or  fax  us  toU-frw 
at  1-800-7S-EXIDE  to  find  out  more  about 
Powerware  Systems  from  Exide  Electronics. 
Because  "Bbck  Friday"  Ls  no  axTipun\'  jTicnic. 


•EXIDE  •ELECTRONICS 

Helping  >om  Stay  In  Power' 


BSONAL  AFFAIRS 


EDIIED  BY  WILLIAM  G.  HANACAN 


r.-f*    %  ■  '  t^if  ' 


Returning  to  the  land  of  his  birth,  a  reporter  finds 
some  unwelcome  changes  but  some  enduring 
jewels  as  Portugal  struggles  to  catch  up. 


Saudade 


By  Richard  C.  Morais 


Portof  Cascais 

Amid  quick  changes,  some  enduring  jewels. 


The  Portuguese  have  a  word  for  it: 
maluco.  Crazy.  Crazy  are  the  prices  at 
the  Lisbon  Sheraton's  Alfama  Grill, 
for  example,  a  favorite  haunt  of  local 
business  and  political  wheeler-deal- 
ers. Lunch,  consisting  of  a  cocktail, 
mixed  salad,  grilled  sole,  fruit  salad,  a 
modest  wine  and  coffee,  runs  $184 
for  two. 

A  room  at  the  Ritz?  Try  $233  to 
$347  per  night,  low  season.  Yet  the 
room  I  was  shown  apparently  had  not 
been  refurbished  in  ages;  1  went 
elsewhere. 

One  night  I  took  guests  to  Gam- 
brinus,  the  most  famous  seafood  res- 
taurant in  Lisbon,  at  25  Rua  das 
Portas  dc  Santo  Antau.  The  urillcd 
seafood  platter  was  excellent  and  the 
wine  crisp.  Hut  at  $100  a  head.  .  .  . 

This  is  not  the  Portugal  I  remem- 
ber. The  llit/,  built  in  the  1950s,  in 
the  heyday  of  Portugal's  dictator  An- 
tonio de  Oliveira  Salazar,  w  as  a  special 
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place  where  my  father  and  I  used  to 
eat  succulent  pine  nuts  and  sip  icy 
drinks  on  the  terraces  overlooking  the 
park  of  Eduardo  VIL  Back  then  the 
floral  carpets  were  bright  and  the 
heavy  wooden  lamps  seemed  so  ele- 
gant. Now  they  look  tacky  and  dated. 

Times  change.  Portugal  is  in  the 
European  Community  now  and  is 
aggressively  trying  to  catch  up  with 
the  rest  of  the  Continent  (Forbes, 
Apr.  27) — on  prices  for  tourists,  if  not 
on  wages.  Many  hotel  workers  in 
Lisbon  earn  less  than  $3,600  a  year, 
for  example,  far  less  than  their  French 
or  Italian  counterparts.  Meanwhile, 
.some  old  Lisbon  establishments  have 
decided  that  modernization  simply 
means  jacking  up  their  prices  to  ov 
above  the  levels  of  Frankfurt  or  Paris. 

But  I  was  delighted  to  find  some 
exceptions. 

Among  hotels,  the  I.isboa  Pla/a, 
recently  refurbished  and  ideally  situ 


ated  off  the  Avenida  da  Liberdade,  is 
well  run,  has  an  elegant  lobby,  marble 
baths  and  large  rooms  with  views  of 
the  Bairro  Alto.  The  service  is  efficient 
and  warm.  And  rooms  range  between 
$150  and  $197  a  night,  including  a 
sumptuous  buffet  breakfast  during 
the  high  season,  which  runs  from 
April  to  October. 

Also  noteworthy  is  the  recendy 
opened  Pullman  Lisbon,  the  newest 
hotel  of  the  Pullman  chain.  A  double 
room  during  high  season  is  $146, 
breakfast  an  additional  S7.60.  Pull- 
man, by  the  way,  offers  easily  one  of 
the  best  hotel  values  throughout  Eu- 
rope today. 

Even  the  Ritz,  1  discovered,  hasn't 
lost  all  its  charms.  The  luncheon  buf- 
fet is  still  the  spot  to  watch  Portu- 
guese societ)'  at  work:  tiny,  beak- 
nosed  old  men,  hair  slicked  back  with 
lilac  water,  savoring  their  codfish 
cakes.  It's  a  favorite  haunt  of  Portu- 
guese aristocrats,  who  blend  old- 
world  charm  with  insufferable  arro- 
gance. For  people  watchers,  lunch  at 
the  Ritz  is  well  worth  $35  a  head. 

If  you  haven't  had  the  experience, 
don't  leave  Lisbon  without  hearing 
some  fado,  Portugal's  unique  blues. 
Fado  originated  in  the  Alfama  district 
of  Lisbon  in  the  1830s  and  is  an 
improxised,  Arabic- like  wailing  that 
expresses  saudade,  a  yearning  so 
strong  it  hurts.  I  once  heard  zfadista 
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capture  the  regrets  of  life  so  truthfully 
that  it  left  me  speechless. 

But  like  nightspots  in  any  city,  the  | 
best  places  to  hcsirfado  change  all  the  |> 
time.  It's  best  to  ask  a  Lisbon  associate 
or  your  concierge  for  recommenda- 
tions. The  first  sitting,  usually  around 
8  o'clock,  is  for  tourists,  so  try  to 
attend  later  shows,  anytime  between 
11  p.m.  and  3  a.m.  On  a  recent  visit 
thcfadistas  at  the  Lisboa  a  Noite,  69 
Rua  das  Gaveas  (351-1-2468557), 
were  mediocre,  but  usually  the  place 
has  good  ones.  Anyway,  it  always  has 
excellent  food.  Order  the  bacalhau  a 
Braz,  salted  cod  whipped  up  with 
potatoes,  egg  and  onion. 

Like  any  big  city,  nothing  quite 
becomes  Lisbon  like  getting  out  of  it 
for  a  few  days.  When  1  got  disgusted 
with  Portuguese  businessmen  not  re- 
turning my  calls,  1  jumped  into  my  car 
and  headed  for  the  place  I  was  born, 
Cascais,  only  30  minutes  north.  It's 
next  to  Estoril,  Portugal's  Monte 
Carlo  on  the  Adantic.  My  destination 
was  Praia  do  Guincho,  a  beautiful 
Cascais  beach  lucked  between  craggy 
cliffs.  1  was  afraid  of  more  disappoint- 
ment; this  spot  had  once  been  magical 
for  me .  My  brothers  and  I  used  to  take 
long  bamboo  poles  with  cod  tied  to 
the  end  on  heavy  treble  hooks,  and 

"Fadistas"  in  a  Lisbon  tavern 
Codfish,  vinho  and  the  blues. 


View  from  the  Pousada  de  S.  Filipe 
Old-world  pleasures  with  a  sea  breeze. 

poke  under  the  rocks  for  octopus. 

But  here  there  was  no  disappoint- 
ment. Guincho  was  just  as  I  remem- 
bered it.  The  aqua  water  pounded  the 
cliffs,  and  hanging  from  the  rockface 
like  a  barnacle  was  Muchaxo,  a  lonely 
hotel  with  a  saltwater  pool.  In  the 
1960s  cholera  regularly  broke  out  in 
Lisbon,  and  the  only  place  we  could 
still  eat  seafood  was  here,  because 
Muchaxo  grew  its  own  shellfish  in 
grottos  under  the  restaurant. 

Muchaxo's  dining  room  is  ringed 
with  panoramic  views,  the  tables  set 
with  crisp  linen,  heavy  silver,  litde 
bouquets  of  marigolds. 

From  my  table  I  could  see  horses 
galloping  down  the  fine,  sandy  beach 
and  litde  fishing  boats  threading 
along  the  coast  dropping  nets.  The 
clams  were  squeaky  fresh;  the  grilled 
squid,  firm;  the  almond  torte,  light 
and  not  too  sweet.  Gourmet  meals  for 
just  $35;  so-so  double  rooms  with 
ocean  panoramas,  $105. 

In  the  opposite  direction,  some  50 
minutes  south  of  Lisbon,  is  the  indus- 
trial port  of  Setubal.  The  old  town  is 
charming,  with  pastel  townhouses 
leaning  over  cobblestone  alleys. 
Perched  high  above  the  town  is  the 
Pousada  de  S.  Filipe. 

Pousadas  3irc  old  fortresses,  monas- 
teries or  casdes  converted  into  hotels. 
Elegant  rooms  range  from  only  $90 
to  $150  a  night,  depending  upon 
season.  (For  more  on  pousadas,  see 
Forbes,  ^M^.  10, 1987.) 


But  I  just  wanted  peace  and  quiet 
for  a  few  hours,  not  the  night,  and 
sank  into  a  high -backed  chair  in  the 
pousada's  restaurant.  Without  my 
asking,  an  appetizer  of  baby  clams  was 
quickly  whisked  to  my  table,  steamed 
with  just  a  hint  of  oil  and  garlic.  I 
washed  them  down  with  a  chilled 
vinho  verde,  Portugal's  ubiquitous 
light  and  dry  sparkling  white  wine.  A 
sea  breeze  wafted  in  through  the 
slightiy  open  window.  Now,  this  is  the 
Portugal  1  remember.  ^M 
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BucKle  up-  together  we  can  save  lives. 


HAVE  YOU  EVER 
THOUGHT  LIFE 
COULD  USE  A 
WAKE-UP  CALL? 


HAVE  YOU 

RIVEN 
A  FORD 
LATELY? 

THE  24-VALVE,  220  HORSEPOWER 
FORD  TAURUS  SHO. 

Its  a  wake-up  call  in  a  world  of  sleepy 
sedans.  The  24-valve,  220  horsepower  shot 
of  adrenalin  called  Ford  Taurus  SHO. 

When  its  Super  High  Output  V-6  comes 
alive,  a  special  sport-tuned  suspension 
and  anti-lock  brakes  sync  up  with  a  new, 
improved  five-speed  shifter  to  create  a 
responsive  and  invigorating  performance. 

The  SHO's  new  dash  flows  into  the 
doors  in  a  seemingly  seamless  manner. 
SHO  also  has  performance  gauges  and 
articulated  sport  seats  with  optional 
leather  trim. 

Outside,  ground  effects  enhance  a  new 
shape  to  create  a  dramatic  look.  One  to 
be  noticed  both  coming  and  going. 

NEWS  ABOUT  SAFETY. 

All  it  takes  is  some  rapid  eye  movement 
around  the  cockpit  to  see  what's  new. 
For  safety's  sake,  there's  a  newly  available 
front  passenger-side  air  bag.  A  driver- 
side  air  bag  comes  standard.  Both 
supplemental  restraint  systems  should 
be  used  with  your  safety  belt. 

Take  your  daily  routine  down  a  new 
route.  The  1992  Ford  Taurus  SHO. 

FORD.  THE  BEST-BUILT  AMERICAN 
CARS.. .ELEVEN  YEARS  RUNNING. 

Based  on  an  average  of  consumer- 
reported  problems  in  a  series  of  surveys 
of  all  Ford  and  competitive  "81  '91  models 
designed  and  built  in  North  America. 

NEW  TAURUS 
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PERSONAL  AFFAIRS 
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A  lot  more  than  radio  and  television  programs  can  be 
snatched  from  the  airwaves.  Here's  how  to  tune  in. 

Radio  wave 
hackers 


By  Seth  Lubove 

Lots  of  business  travelers  wouldn't 
think  of  hitting  the  road  without  their 
shortwave  radios.  But  there's  a  lot 
more  than  bbc  broadcasts  and  Radio 
Beijing  that  serious  DXers — as  short- 
wave radio  buffs  are  called — can  pluck 
out  of  the  ether.  Available  program- 
ming includes  information  from  em- 
bassies, wire  service  bureaus,  weather 
stations,  various  military  organiza- 
tions, NASA  tracking  ships — even  the 
Russian  merchant  fleet. 

Can  you  pick  up  broadcasts  from 
spies.>  Probably,  but  it's  unlikely 
you'd  know  what  you  were  hearing. 

To  many  DXers — DX  is  industry 
shorthand  for  long  distance  transmis- 
sions— the  challenge  lies  in  picking  up 
the  most  exotic  signals.  Some  get 
their  kicks  by  logging  remote  weather 


stations  in  Mali  and  the  Congo,  for 
instance.  Robert  Evans,  an  auto  repair 
shop  consultant  who  lives  in  Toronto, 
has  logged  over  15,000  transmissions 
from  over  1,000  Russian  ships,  in- 
cluding a  space  tracking  vessel  that 
pops  up  off  the  Florida  coast  whenev- 
er an  American  space  shuttle  goes  up. 

Evans  says  most  of  what  he  tracks  is 
routine:  a  Russian  ship's  request  for 
3,000  kilograms  of  potatoes,  for  ex- 
ample, or  a  cruise  ship's  awesome 
booze  order.  But  once  in  a  while  he 
stumbles  onto  some  interesting  mate- 
rial. He  claims  that  he  picked  up  a 
message  from  Eg)'pt's  embassy  in 
Washington,  D.C.  last  year  that  in- 
cluded the  Soviet  peace  plan  to  setde 
the  Persian  Gulf  war. 

Twirl  the  dial  on  a  shortwave  radio 


and  you'll  mosdy  hear  what  sounds 
like  Morse  code  or  electronic  chirping 
sounds.  (Voice  transmissions  actually 
make  up  only  roughly  a  quarter  of  the 
shortwave  spectrum.)  All  those 
bleeps,  dits,  dots  and  dashes  are  elec- 
tronic messages — press  agencies,  sat- 
ellite weather  signals,  wire  service 
photos,  ship-to-shore  transmissions 
and  so  on. 

To  convert  these  signals  into  com- 
prehensible language  and  images,  ra- 
dio techies  in  the  1970s  needed  a 
roomful  of  surplus  militar\'  equip- 
ment. But  today's  DXers  can  buy  off- 
the-shelf  decoding  equipment  that 
can  be  plugged  into  a  personal  com- 
puter and  is  much  easier  and  cheaper 
to  use. 

Almost  any  high-qualitx'  shortwave 
radio  receiver  can  pull  in  a  broad 
range  of  signal:.  But  dealers  recom- 
mend more  expensive  tabletop  mod- 
els, which  can  run  from  a  few  hundred 
dollars  up  to  a  top -of- the -line  S5,000 
model  made  by  Japan's  Icom.  These 
bigger  radios  are  better  at  separating 
the  jumble  of  signals  beaming  over 
the  shortwave  spectrum,  which  be- 
gins just  after  .\M  radio  at  1 ,600  kHz 
and  ends  at  30,000  kHz. 

The  real  heart  of  any  shortwave 
system,  however,  is  the  converter,  or 
decoder.  The  converter  box  plugs 
into  the  record  jack  of  the  shortwave 
set  and  converts  the  audio  waves  into 


Fred  Osterman  and 
Thomas  Harrington 
wt^  decoder 
Snatch  ttf  imws 
from  Ba^txladand 
the  weather  in 
the  Congo. 
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images  on  a  screen.  A  high-end  con- 
verter, such  as  the  new  M-8000  from 
Universal  Radio  of  Reynoldsburg, 
Ohio  (price,  $1,299),  automatically 
renders  Morse  code  into  English  or 
even  Russian  Cyrillic  letters  (you  have 
to  translate  the  Russian  yourself). 
Even  a  moderately  priced  Universal 
M-900  converter  ($490)  will  deci- 
pher Morse  code,  radioteletype  mes- 
sages, weather  facsimiles  and  press 
photos,  according  to  Fred  Osterman, 
president  of  Universal. 

Homing  in  on  specific  transmis- 
sions has  been  made  a  lot  easier  with 
the  publication  of  several  directories 
that  list  the  frequencies  and  transmis- 
sion times  of  thousands  of  senders. 
Popular  Communications  and  Moni- 
toring Times  also  publish  monthly 
columns  on  the  topic. 

Universal  Radio  sells  books  that  tell 
you  how  to  do  everything  from  eaves- 
dropping on  Russian  merchant  ships 
to  snooping  on  world  press  services. 
Many  press  services  transmit  in  En- 
glish, including  some  operating  from 
remote  places  like  Hanoi  or  Baghdad. 

For  more  reliability  and  privacy, 
many  data  transmitters  now  bounce 
their  signals  off  satellites;  these  signals 
bypass  the  shortwave  frequencies  and 
are  therefore  harder  to  pick  off.  But 
these  days,  harder  often  means  simply 
more  expensive. 

"If  you  think  that  [satellite]  stuff  is 
secure,  you're  nuts,"  says  John  Hoot 
of  San  Clemente,  Calif.,  who  sells  a 
$179  package  which  includes  decod- 
ing software  that  allows  users  to  dis- 
play on  their  computer  screens  photos 
taken  by  weather  satellites. 

Thomas  Harrington,  author  of  The 
Hidden  Signals  on  Satellite  TV  and  a 
legend  among  radio  wave  hackers,  has 
just  designed  a  $400  gadget  for  TV 
satellite  dish  owners.  It  allows  them  to 
listen  in  on  the  hundreds  of  Nordi 
American  radio  stations  that  use  satel- 
lites to  transmit  signals.  Most  out-of- 
town  professional  sports  broadcasts, 
for  instance,  are  beamed  back  to 
hometown  listeners  via  satellite. 
Thus,  a  Dodgers  fan,  say,  who  doesn't 
live  in  L<^)s  Angeles  anymore  can  tune 
in  a  Dodgers  game,  provided  he 
knows  the  frequency  and  when  the 
broadcast  is  on. 

The  airwaves  are  rich  in  informa- 
tion for  anyone  with  the  equipment  to 
mine  it.  H 


Time  to  lock  up  the  house  for  the  summer. 
But  what  to  do  about  your 
art  collection? 

Welcome  to  the 
Fottress 


By  Christie  Brown 

Where  do  you  stash  your  art  collec- 
tion when  you  take  off  on  an  extended 
trip?  And  how  do  you  know  if  you 
have  enough  insurance  on  your  col- 
lectionr  As  summer  approaches,  these 
questions  take  on  extra  importance. 

First,  the  matter  of  storage.  Major 
collectors  often  make  seasonal  loans 
to  local  museums.  The  collection  is 
secure,  and  lots  of  people  may  get  a 
chance  to  see  it. 

The  late  Henry  Mcllhenny  of  Phil- 
adelphia, for  example,  used  to  send 
his  extraordinary  collection  of  17th-, 
18th-  and  19th-century  French  paint- 
ings to  the  Philadelphia  Museum  of 
Art  every  summer  for  safekeeping, 
while  he  was  off  in  his  castle  in  Ireland. 
(Few  people  got  to  see  the  art,  howev- 
er, as  Mcllhenny's  insurance  compa- 
ny wouldn't  let  the  paintings  be  hung 
in  public  spaces.)  The  arrangement 
was  mutually  beneficial.  Mcllhenny 
got  some  extra  security'  and  the  muse- 
um was  eventually  bequeathed  the 
entire  collection. 

Other  major  collectors  sometimes 
prevail  upon  art  gallery  owners  with 
whom  they  deal  to  provide  vault  space 
when  needed.  "Ver)'  often  our  clients 
call  up  and  say,  'We're  leaving  town 
for  a  few  months,  can  you  store  a  few 
paintings  for  us?'  "  says  Harr\' 
Brooks,  director  of  Wildenstein  & 
Co.,  a  New  York  gallery.  "Of  course, 
we  don't  charge  them,  it's  a  customer 
service." 

For  more  modest  collections,  stor- 
ing your  treasures  in  specialized  art 
warehouses  can  be  even  safer  than  a 
museum.  Ever\'  summer,  for  example. 
Palm  Beach  resident  Joan  Callner 
Miller  stores  her  favorite  antique  fiir- 
niture,  family  portraits  and  antique 


Storage  vault  at  the  Fortress 
Where  art  takes  a  holiday. 


glass  pieces  at  a  Miami  art  storage 
facility  called  the  Fortress,  where  she 
rents  two  steel  containers  for  $350 
per  month.  "The  objects  don't  all 
have  great  monetan'  value,  but 
they're  irreplaceable,"  says  Miller, 
who  spends  summers  at  her  home  in 
Chicago  without  worrv'ing  about  hur- 
ricane damage  or  theft. 

Miller's  pieces  have  good  company 
at  the  Fortress,  which  is  also  a  part- 
time  home  to  paintings  by  Rem- 
brandt and  Titian,  and  even  some 
vintage  Rolls-Royces.  The  Fortress  is 
aptly  named — it  is  patrolled  by  guards 
and  dogs  and  is  extensively  wired  with 
alarms  and  sensors.  The  Fortress  also 
has  a  branch  in  Boston  and  is  planning 
others  in  New  York  Citv'  next  year, 
Los  Angeles  and  Chicago  thereafter. 

Other  warehouses  around  the 
country'  that  specialize  in  tinc-art  stor- 
age include  Judson  Art  Warehouse, 
Inc.  in  Long  Island  Cit>',  N.Y.  (718- 
937-5500);  Crozier  Fine  Arts,  Inc.  in 
Manhattan  (212-741-2024);  Cookcs 
Crating,  Inc.  in  Los  Angeles  (213- 
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268-5101);  and  Atthowe  Fine  Art 
Services  in  Oakland,  Calif.  (510-654- 
6816).  All  these  facilities  offer  private 
vaults,  climate  control,  packing  and 
transport. 

In  storage  or  out,  no  serious  collec- 
tor should  dream  of  leaving  a  collec- 
tion uninsured.  But  many  do.  "About 
30%  of  our  clients  don't  insure  their 
art,"  says  Ivan  Karp,  the  owner  of 
O.K.  Harris  gallery  in  New  York  City. 
"They  think  either  nobody  else  will 
recognize  the  value  of  what  they  have, 
or  else  they're  just  plain  cheap." 


KOi 


In  the  past  decade  most  insurance 
companies  have  come  up  with  some 
new  forms  of  fine-art  insurance.  Some 
of  the  best  known  are  Chubb,  Atlantic 
Mutual,  Fireman's  Fund,  Lloyd's  and 
Nordstern. 

What  will  you  get  paid  if  your  art  is 
stolen.^  There  are  three  different  t\pes 
of  policies  to  choose  from.  Some  poli- 
cies will  pay  the  market  value  of  some- 
thing stolen;  others  will  pay  the 
amount  at  which  the  item  was  origi- 
nally valued;  yet  other  policies  offer  a 
combination  of  coverages.  New  York- 


Depending  on  coverage,  the  insur- 
er might  pay  only  55,000  for  the 
missing  item.  But  most  clients  would 
prefer  to  be  reimbursed  for  the  full 
S 1 0,000  and  surrender  the  remaining 
candlestick.  A  pair  and  set  clause  ac- 
complishes that. 

Insurance  brokers  recommend 
having  appraisals  done  even-  three 
years.  The  American  Societ\'  of  Ap- 
praisers (800-ASA-VALU)  "and  the 
Appraisers  Association  of  America  in 
New  York  (212-867-9775)  will  give 
references. 
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James  Levis, 
co-owner 
of  the  Fortress 
Rental  rates 
depend  on  the 
space  the  art 
takes  up,  not  its 
value. 


It's  a  foolish  risk.  An  estimated  $1 
billion  worth  of  art  is  stolen  annually 
worldwide,  but  only  about  1 0%  of  it  is 
recovered,  according  to  the  Interna- 
tional Foundation  for  Art  Research  in 
New  York. 

Art  insurance  premiums  are  rela- 
tively low,  generally  much  lower  than 
homeowner's  insurance,  for  example. 
A  million  dollars'  worth  of  art  insur- 
ance costs  $1,000  to  $2,000  each 
year,  depending  on  location,  versus 
$4,000  to  $10,000  a  year  for  $1 
million  of  general  homeowner's  in 
surance.  There's  no  deductible  on  art 
insurance  policies.  What's  more,  new 
acc^uisitions  can  be  automatically  co\' 
ered  for  up  to  three  months.  And 
artworks  may  also  be  coxered  lor  any 
breakage,  and  while  in  transit. 


based  insurance  broker  Johnson  & 
Higgins,  for  example,  offers  a  combi- 
nation market  value/stated  value  cost 
policy.  For  example,  say  you  lost  some 
Andy  Warhol  paintings  originally  in- 
sured for  $  1  million.  But  when  stolen, 
their  market  value  was  onh' 
$750,000.  "You  would  collect  SI 
million,"  says  Frank  Ciodfrey,  vice 
president  of  Johnson  &  Higgins.  And 
if  the  paintings'  value  had  appreciated 
to  $1.5  million,  that's  the  amount 
you  would  recei\e. 

Another  option  to  consider  is  a 
"pair  and  set"  clause.  C'onsider  a  pair 
ot  matching  silver  candlesticks,  in 
sured  for,  say,  $10,000.  If  one  is  lost 
or  destroved,  its  mate  \\  ill  probabK  be 
worth  nuich  less  than  haltthe  value  ol 
the  set   It's  like  losini;a  sinuleearriim. 


And  don't  forget  to  photograph  or 
\ideotape  your  collection.  A  \isual 
record  is  a  helpful  and  inexpensive 
way  to  support  your  claim. 

Pro\ing  that  you  actually  possessed 
a  gixen  w ork  i>f  art — that  w as  stolen 
from  you  and  later  recovered — isn't 
always  easy.  Recalls  Robert  Fergus- 
son,  \ice  president  of  Marsh  & 
McLennan,  the  insurance  and  con- 
sulting firm:  "AKnit  fi\e  Ncars  ago  a 
thief  was  caught  who  had  stolen  a  lot 
of  paintings — over  100.  Manymvners 
were  involved,  but  Ix'cause  they  had 
no  proof  of  w  hat  had  actually  be- 
longed to  each  of  ihem,  the  thief  got 
to  keep  80%  of  it  all." 

Can  collectors  really  Ix-  so  dense.* 
Savs  Fergusson,  "li  hapjxMis  all  the 
time."  IB 
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A  suite  at  The  Fairmont  has  always 
been  considered  the  standard  of  luxurv'  in 
business  travel. 

Indeed,  there  was  a  time  when  it  was  a 
luxury  afforded  to  only  the  very  few.  Or,  the 
\fery  Important.  Like  Presidents.  Royalty. 
And  even  the  occasional  Pope. 


President  William  H.  Taft  was  one  of  many  who 
enjoyed  a  suite  at  The  Faimfiont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 
As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
influence  to  ?et  a  suite  at  the  Fairmont. 


Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who 
open  doors  at  The  Fairmont.  You  simply 
need  to  register  in  our  President's  Club. 

Every  time  you  check  into  a  Fairmont, 
you  will  automatically  be  upgraded  to  a  suite, 

when  one  is  available, 

at  no  extra  charge. 

What's  more,  you'll  enjoy 
guaranteed  room  availability  whenever  you  make  your  reserva- 
tions at  least  48  hours  in  advance  — even  when  a  city  is  sold  out 
As  well  as  access  to  our  Health  Clubs  and  Business  Centers 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
AAdvantage'  program,  youll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
free.  To  enroll,  just  call  1-800-522-3437. 
No  other  hotel  makes  it  so  easy  for  guests  to 
experience  this  level  of  elegance,  comfort  and  style. 

But  then,  at  The  Fairmont,  we 
consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same. 
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AMERICAS  GRAND  HOTELS.  SINCE  1907 
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Is  the  American  deck  stacked  today  against  poor, 
non-English-speaking  immigrants?  If  it  is, 
nobody  bothered  to  tell  Felix  Sanchez. 

The  streets 
were  paved 
with  tortillas 


By  Joel  Millman 


Puebia  Foods'  Felix  Sanchez  in  his  Passaic.  N  J  factor/ 

Spinning  $12,000  in  savings  into  a  million-dollar  tortilla  businoss. 


DoNT  TRY  to  tell  Felix  Sanchez  this 
isn't  still  the  land  of  opportunit\'. 
Despite  having  only  a  sixth-grade 
education  and  a  rudimentan'  com- 
mand of  English,  this  immigrant  from 
rural  southern  Mexico  worked  hard 
to  save  512,000  and  then  turned  the 
nest  egg  into  a  multimillion-dollar 
business. 

An  unassuming  47-year-old  who 
wears  work  boots  to  the  office,  San- 
chez started  here  with  the  basics — the 
real  basics.  "You  know  what  they  say 
in  Mexico:  no  tortillas,  no  food." 

Today  Felix  Sanchez  is  the  north- 
eastern U.S.  tortilla  king.  Based  in 
suburban  Passaic,  X.J.,  Sanchez's 
Puebia  Foods,  Inc.  produces  Mi 
Pueblito,  or  "my  little  town,"  torti- 
llas, which  is  the  leading  brand  in 
thousands  of  corner  bodegas  in  the 
New  York  metropolitan  area.  Puebia 
is  positioning  itself  to  penetrate  su- 
permarkets throughout  the  North- 
east. Throw  in  lesser  products,  includ- 
ing whole  wheat  tortillas  and  chips, 
and  Puebia  Foods  rang  up  sales  of 
almost  $4  million  in  each  of  the  past 
three  years,  capturing  some  60%  of 
the  local  retail  tortilla  market. 

In  an  alliance  with  New  York's 
biggest  Latino  food  distributor  that's 
worth  at  least  SI  million  a  year,  San- 
chez packs  1 ,000  cases  of  tortillas  a 
week  under  the  Goya  Foods  label. 

Sanchez  arri\ed  in  New  York  Cit\' 
in  the  early  Se\enties.  He  washed 
dishes  and  did  other  menial  jobs  be- 
fore gi\ing  up  and  going  home  to 
Piixtla  in  southern  Mexico  a  few  years 
later.  But  things  were  even  worse  in 
his  dust\  hometown.  So  in  1977  he 
came  back  with  a  partner,  his  witc. 
Carmen — this  time  to  Los  Angeles. 
She  toiled  in  a  garment  factor)-;  he 
taught  fellow  immigrants  at  a  drixing 
schcx)!.  When  a  friend  offered  to  sell 
his  tortilla  press  for  $8,000,  the  San- 
chez family  made  its  move,  using 
money  painfully  saved. 

Though  he  lacked  formal  educa 
tion,  Sanchez  had  plcnu  of  common 
sense.  He  saw  that  southern  Califor- 
nia was  chcxk  frill  of  mom  and -pop 
tortillcrias.  But  things  were  different 
in  the  Fast.  There  the  Mexican  popu- 
lation was  swelling,  but  gixxi  tortillas 
were  hard  to  find.  So  Felix  and  Car- 
men packed  their  tortilla  press  and 
moved  to  Passaic,  across  the  t\\xt 
from  New  York  Cirv.  Lysine  the  rest  of 
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Livelbur  Life  To  Music. 

Step  Up  To  The  Bose  Lifestyle  Music  System  Now! 


JBOS^ 


-^^^A 


The  Bose  Lifestyle'  music 

system  includes  Direct/ Reflecting 

cube  sp)eaker  arrays;  Lifestyle*  music  center  with  built-in 

CD  player  and  AM/FM  stereo  radio;  remote  control  that 

works  around  comers  and  through  walls.  Also  comes  with 

hideaway  Acoustimass'  bass  module  (not  shown). 

Advanced  technology  that  will 
change  the  way  you  enjoy  music. 

New  Bose  patented  technology,  including  Acous- 
timass speaker  technology  and  automatic  dynamic 
equalization,  has  enabled  us  to  reduce  the  size  and 
complexity  of  the  stereo  system  while  actually 
improving  perfomiance. 

The  award-winning  Lifestyle'  music 
system  replaces  an  entire  rack  of 
conventional  equipment  and  speakers. 
And  its  ease-of-use  and  versatility  will 

enable  you  to  live  your  life  to  music  in  ways  you 

never  thought  possible. 

Enjoy  sound  quality  second  only  to  that  of  a  live 
performance;  audition  the  Lifestyle'  music  system. 

''No  visible  speakers,  no  stack  of  components, 
nothing  that  looks  like  sound  equipment. . .  .Hit  the 
start  button  and  suddenly  the  room  filh  with  music  of 
exemplary  clarity  andfuhess" 

-  Hans  Fantel,  The  New  York  Times,  1990* 


Enjoy  music  even  more  with 
FREE  speakers  from  Bose. 

For  a  limited  time,  when  you  step  up  to  a  Lifestyle* 

music  system,  Bose  will  send  you  a  pair 

of  Lifestyle' powered  Blf^^ 

speakers  (a  $300  value)  ^^^P^ 

free.  Put  them  in  a  second    l^^^_ 
room  and  it's  like  having  another  stereo  system, 
with  no  additional  electronics  needed. 

We  invite  you  to  visit  your  Bose  dealer  and  com- 
pare die  benefits  of  the  Lifestyle'  music  system  to 
much  larger,  more  expensive  stereo  systems. 

And  if  you  already  own  a  Lifestyle'  music  system, 
we  have  a  special  offer  for  you  as  well. 

This  event  ends  May  3 1 , 1 992.  For  infomiation, 
and  names  of  Bose  dealers  near  you,  call  toll-ftiee: 

l-800-444'BOSEExt.ll3 

USA,  Monday-Fnday  8:30AM-9:0CPM 
Canada,  Monday-Friday  9:00AM-5:00PM  (ET) 


®W2B>»ca»riwatKin,"nicMiMiiain.FraminghamMA01701-91()aUSA 
♦Citpynghl  I990hvthcNew  YoiiTimc*0>mpanv  Rcpnnlcd  hv  rcnniwh«i. 


Better  sound  through  research. 
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Delivering  Puebia  tortillas  to  a  Spanish  Harlem  bodega 
"You  have  to  know  the  territory." 


their  savings  (about  $4,000),  they 
renovated  an  old  loft.  Working  from  7 
a.m.  to  3  p.m.  at  an  electrical  products 
factor}',  Sanchez  returned  home  to 
grind  out  tortillas  until  dark.  While  his 
own  dinner  went  cold,  he  drove  into 
New  York  to  sell  his  tortillas  in  Mexi- 
can neighborhoods. 

After  six  months  of  going  from 
apartment  to  apartment,  adding  a  few 
families  every  week  to  his  "tortilla 
route,"  he  was  earning  $350  a  week. 
Unlike  the  competition's  refined  corn 
tortillas,  Sanchez's  were  made  from 
whole  corn,  were  fresh  instead  of 
frozen  and  pennies  cheaper.  By  the 
end  of  1978  the  weekly  take  was 
$1,000,  with  several  bodegas  also 
stocking  his  brand. 

Sanchez  c]uit  his  factory  job,  but  he 
kept  his  tortilla  route  for  four  more 
years.  Direct  sales  kept  him  abreast  of 
demographic  trends:  which  blocks 
were  going  from  Puerto  Rican  to 
Mexican;  which  bodegas  were  stock- 
ing Mexican  goods  beside  the  C'arib 
bean  plantains  and  chorizo  sausages. 
"You  have  to  know  the  teriitor\',"  he 
says,  with  his  characteristic  shy  smile. 

That  territory  now  covers  the 
Northeast,  and  Sanchez  no  longer 


drives  his  own  truck.  His  employees 
service  customers  from  Maine  to  West 
Virginia.  The  heart  of  the  business 
remains  in  the  Mexican  neighbor- 
hoods and  the  more  than  4,000  bode- 
gas and  Mexican  restaurants.  Goya 
Foods  brings  Sanchez's  tortillas  into 
chains  like  Grand  Union  and  Path- 
mark,  places  usually  closed  to  niche 
producers  because  of  steep  slotting 
fees  and  high  marketing  costs.  San- 
chez has  also  crossed  over  to  other 
ethnic  groups.  Packaging  makes  all 
the  difference.  Under  the  Kontos  la- 
bel, his  Mexican  tortillas — packaged 
by  Greeks — are  sold  as  Indian  chapati. 

Sanchez  today  has  50  employees,  a 
sprawling  house  in  the  suburbs  and  a 
daughter  studying  accounting  in  col- 
lege. The  American  dream.  But  the 
American  dream  is  based  on  competi- 
tiveness, and  Sanchez's  success  has 
brought  him  plenty  of  competition. 
Sanchez's  own  cousin  Fernando 
opened  Tortilleria  Piaxtla  in  Brooklyn 
after  learning  the  ropes  frt)m  Felix. 
Another  employee,  going  dtxir  to 
door  with  tortillas  purchased  at  ct>st, 
built  his  custt)mer  ba.ses  until  he  could 
support  his  own  tortilleria. 

A    shakeout    is    cominu.    Puebia 


Foods'  new,  computer-programmed 
presses  can  produce  a  high-quality 
tortilla  for  just  over  a  penny  a  unit. 
That's  cheaper  than  most  mom-and- 
pop  tortillerias  can  produce  but  more 
cosdy  than  the  industrial  tortilleriasof 
Mexico  or  California.  Can  Felix  San- 
chez sur\'iver 

His  biggest  challenge  comes  from 
Mission  Foods,  a  subsidiary  of  Mexi- 
co's mammoth  Grupo  Maseca 
(Forbes,  Apr.  29,  1991),  which  al- 
ready ships  frozen  tortillas  to  the 
Northeast  from  its  factor)'  in  Gaines- 
ville, Ga.,  one  of  eight  factories  across 
the  South  and  West. 

Mission  Foods,  with  S220  million 
in  sales  last  year,  has  crushed  its  com- 
petition wherever  it  has  entered  the 
market,  usually  by  waiting  for  some- 
one like  Felix  Sanchez  to  get  into 
financial  trouble,  then  offering  to  buy 
him  out.  "It's  the  easiest  way  for  us  to 
enter  the  market,"  says  Mission  Vice 
President  Anthony  Trombino.  San- 
chez doesn't  intend  to  become  Mis- 
sion's next  \ictim.  Says  he,  softly:  "1 
have  two  years  to  prepare." 

In  preparing,  Sanchez  is  expanding 
his  product  line  so  as  not  to  be  overly 
dependent  on  tortillas.  He  is  now  a 
U.S.  citizen,  which  enables  him  to 
take  advantage  of  a  Mexican  program 
encouraging  Americans  to  invest  in 
Mexico.  He  has  gone  back  to  his 
home  state  to  start  a  jalapeno  pepper 
cannerN',  w  hich  operates  as  a  maquila- 
dora.  Under  the  maquiladora  pro- 
gram, businesses  are  allowed  to  bring 
in  machiner)'  from  the  U.S.  dut>  free 
and  are  exempt  from  value-added  tax 
on  their  exports,  in  the  Puebia  Foods 
case,  jalapeno  peppers.  Sanchez  has 
spent  some  $500,000  of  his  own  and 
borrowed  money. 

Paxing  local  wage  rates — about 
$35  a  week — Sanchez  hopes  to  keep 
his  production  costs  low  enough  to 
make  the  peppers  a  profitable  prcxiuct 
in  the  same  U.S.  market  w  here  he  sells 
his  tortillas.  In  hopes  of  expanding  its 
own  line  of  Mexican  tcxxls,  Goya  is 
looking  into  mm  ing  the  peppers  and 
anything  else  Sanchez  might  export. 

So,  well  off  as  he  is,  the  onetime 
dishwasher  is  wi>rking  as  hard  as  he 
ever  did.  "I'm  an  .\merican  investor 
now ,"  he  jokes,  holding  up  a  can  of 
jalapeno  peppers.  "In  a  few  years 
there  will  only  be  one  or  two  of  us  left. 
I  plan  to  be  here."  ^ 
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American  NoiTel 
Communications  inc. 

NorTel  is  an  interexchange  carrier  pro- 
viding full  national  and  international 
telecommunications  services.  NorTel  has 
its  ovk'n  switching  and  billing  systems, 
while  utilizing  the  network  services  of 
both  regional  and  national  carriers.  Nor- 
Tel is  an  innovator  in  customized  long 
distance  services,  while  currently  provid- 
ing the  Best  Day  Rates  for  residential  and 
small  to  medium  business  customers  in 
the  West. 


Send  for  information  on  NorTel's  exciting  future  as  an  emerg- 
ing growth  company  in  the  telecommunications  industry  or 
call  1-800-759-2208. 


Amneno  Resources  ii 

Armeno  Resources  Inc.  is  a  Canadi 
based  junior  mining  company.  Arme: 
development  of  quality  world-class 
ing  projects  could  make  an  early  inv 
ment  in  this  young  company  spectacu 
Currently  trading  at  a  fraction  of  its  r 
value,  Armeno  may  very  well  ofi 
tremendous  upside  investment  potenti 
With  major  assets,  powerful  allianc 
Armeno  is  ready  for  record  growth.  W 
partner  Nissho  Iwai  Corporation  of  Jap. 
the  trading  giant  conglomerate,  Armen 


Ecuadorian  San  Bartolome  mining  complex  has  been  completed  af - 
is  ready  for  the  commercial  production  of  gold/silver/lead/zii 
With  solid  fundamentals,  diversified  interests,  Armeno  is  a 
junior  resource  company  which  has  the  potential  to  rapidly 
develop  into  a  major.  NASDAQ  symbol:  AROYF 


AIVIERITECH 

In  1991,  Ameritech  continued  to  lead  the 
six  other  regional  telecommunications 
companies,  with  a  return  to  equity  of 
14.5%.  Net  income  was  $1.17  billion. 
Ameritech's  five  Bell  companies  serve 
more  than  12  million  customers  in  the 
Great  Lakes  region  and  its  other  commu- 
nications businesses  provide  mobile  com- 
munications, paging,  directories,  voice 
messaging,  lease  financing  and  audiotex 
services  domestically  and  internationally. 
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BALDOR  Electric 
Company 

Baldor  Electric  Company  is  a  leader 
industrial  electric  motors  and  drives, 
variety  of  customer  surveys  and  bra 
preference  studies  confirm  this  fact, 
highlighted  in  the  1991  Annual  Report. 


Baldor,  with  its  financial  strength  a 
many  new  product  offerings,  is  well  pc 
tioned  to  aggressively  pursue  the  indi 
trial  and  environmental  opportimities  a  — 
challenges  of  this  decade.  These  inclu 
plant  modernization,  energy  conservatic 
and  recycling- waste  management. 


AMP  incorporated 

14%  compound  annual  growth  rate  and 
20%  ROE  for  over  30  years.  Outlook  good 
for  continued  growth.  9%  of  sales  spent 
on  RD&iE  ($265  mil  in  1991). 
Sales 
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20  c 

Steady  Growth-through  new  products 
and  markets.  Sales  up  all  but  4  of  50  years.  80%  of  sales  electronics 
oriented.  Broad  diversification-leading  producer  of  electrical/elec- 
tronic connection  devices.  Over  100,000  types  /sizes,-  250,000  cus- 
tomers. Subsidiaries  in  30  countries.  (AMP-N.Y.S.E.) 


A  reliable  banking  partner  to  a  dyna 
corporate  and  institutional  chentele  o] 
ating  in  the  international  markets.  BF 
offers  corporations  diversified  financ 
instruments  as  well  as  new  and  higl 
innovative  products  to  manage  their  p. 
ments  in  France  and  worldwide.  The  B; 
solves  currency  and  interest  rate  ril 
management  problems  and  provides  a  f| 
array  of  investment  instruments.  BFC! 
expanding  services  for  merger  and  acqu 
tion  and  equity  financing,  through  its  si 
sidiary,  Soci6t^  Financi^re  de  la  BFCE. 


Ai^lSCO 
intemationai,  inc. 

AMSCO  (NYSE;  ASZ),  a  world  leader  in 
infection  control  and  surgical  systems, 
serves  the  healthcare,  scientific  and 
industrial  markets.  In  1991,  net  sales 
grew  by  20.5%,  while  income  per  com- 
mon share  rose  34.3%.  Growth  opportu- 
nities include  international  markets, 
commercialization  of  patented  new  ster- 
ilization technologiei.,  a  sterilization 
services  business  and  a  clinical  engi- 
neering services  business.  The  Com- 
pany's core  healthcare  business  is 
supported  by  a  $2  billion  installed  base. 


Campbell  Soup 
Company 

Campbell  Soup  Company,  $6.3  billion 
sales,  has  been  processing  quality  con 
nience  foods  since  1869,  and  ranks  S.' 
on  the  1991  list  of  U.S.  industrials,  1 
company's  brands  hold  moa*  first  or  si 
ond  market  share  positions  in  their  ca 
gories  than  any  other  U.S.-hcadquartei 
company.  Brand  names  include  Can 
bell's,  Swanson,  VS  rcppcrulcc  Far 
Vlasic,  and  Godiva. 
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Central  and  South 
West  Coffporation 

Central  and  South  West  Corporation  is  a 
public  utility  holding  company,  headquar- 
tered in  Dallas,  Texas,  with  9  subsidiaries 
including  four  electric  utilities  and  an 
intrastate  gas  pipeline  operation.  Its  large 
service  territory-  covers  parts  of  Texas, 
Oklahoma,  Louisiana  and  Arkansas,  and 
includes  1.6  milhon  customers.  CSW  has 
developed  a  well-conceived  strategy  for 
meeting  the  challenges  of  the  coming 
decade  and  has  an  exceptional  track 

shareholder  value.  In  January  CSW  raised  its 

the  41st  consecutive  year. 


Cteariy  C^iacian 
Beverage  Corporation 

Clearly  Canadian  Beverage  Corporation 
produces  and  markets  a  line  of  premium 
sparkling  mineral  waters  under  the  trade- 
mark "Clearly  Canadian*""  The  com- 
pany returned  record  gro>%th  of  268%  and 
earnings  of  SO. 51  share  in  1991,  a  trend 
that  management  anticipates  will  con- 
tinue into  fiscal  1992  as  the  company 
increases  market  penetration  and  interna- 
tional distribution.  Through  distribution 
agreements,  "Clearly  Canadian^"  is  sold 
in  the  U.S.,  Canada.  Japan  and  the  U.K. 
(NASDAQ:  CLCDFl. 
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Central  Maine  Power 

CMP  iS866  million  revenues)  provides 
electric  service  to  nearly  75  percent  of 
Maine's  people.  Hydro,  low-cost  nuclear, 
and  paper-industry  cogen  units  supply 
the  bulk  of  its  9-billion-kwh  sales.  New 
ratemaking  methods  decouple- base  rev- 
enues from  sales  volume  and  offer  cash 
incentives  for  conservation  success.  CMP 
foresees  no  significant  need  for  new  gen- 
erating capacitv  for  a  decade  to  come. 
NTSE  symbol:  CTP 
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Conseco,  Inc. 


Conseco  iNYSE:  CNCl  is  a  specialized 
financial  services  holding  company.  Our 
subsidiaries  develop,  market  and  adminis- 
ter annuity  and  life  insurance  products. 
Conseco  has  prospered  by  stickuig  to  the 
basics.  We  centralize  and  streamline  oper- 
ations. We  develop  profitable  products.  We 
eliminate  unprofitable  products.  We  use 
established,  effecuve  distributors  to  reach 
niche  markets.  And  we  actively  manage 
our  investments  to  maximize  returns. 
Among  all  life  and  health  insurers  in 
Forbes'  "1992  Annual  Report  on  American  Industry,"  Conseco  ranked 
=  1  in  five-year  average  return  on  equit>',  #1  in  five-year  average  earn- 
ings per  share  grovsth,  and  #1  in  12-  month  return  on  total  capital. 
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Century  Telephone 
Enterprises,  Inc. 

Centur>^  Telephone  Enterprises,  Inc.  is 
one  of  the  20  largest  local  exchange  tele- 
phone companies  and  cellular  operators  in 
the  United  States.  Headquartered  in  Mon- 
roe, Louisiana,  Century's  local  exchange 
telephone  subsidiaries  provide  high-qual- 
ity telephone  service  to  more  than 
320,000  customers  in  14  states.  Through 
Its  Century  Cellunet  subsidiaries.  Cen- 
tury provides  mobile  communications 
services  to  more  than  50,000  customers. 
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Chieftain 
International,  Inc. 

Chieftain,  a  gas  and  oil  exploration  com- 
pany, increased  proved  and  probable 
reserves  of  natural  gas  by  72%  to  91.8 
billion  cubic  feet  in  1991.  Worldwide 
holdings  of  gas  and  oil  rights  increased 
by  17%.  Activity  is  focused  on  the  U.S. 
Gulf  of  Mexico.  Debt-free,  Chieftain 
ended  the  year  with  $31.6  million  in 
working  capital.  Cash  tlow  in  1991  was 
S20.9  million  i$2.21  per  Common  Share'. 
Listed:  AMEX,  TSE. 
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Why  should  you  advertise 

your  company  in 

Forbes  Annual  Report  Section? 

You  might  want  to  consider  the  following: 

•  FORBES  reaches  2.4  million  affluent  adults  ^35,000  subscribers) 

•  FORBES  subscribers  own  corporate  stock  worth 
an  average  of  S896,594 

•  FORBES  subscribers  have  a  median  household  income  of  S126,'^03 

•  One  out  of  every  2.6  FORBES  subscribers  is  a  millionaire 

•  .More  than  half  of  FORBES  subscribers  are  involved  in 
making  investment  decisions  for  others  such  as 
corporations,  estates,  institutions  and  trusts. 

Source:  Don  Bowdien  Associates,  1990:  MMR  Adults  and  Markets 
of  Affluence,  1991. 

FORBES  readers  are  wealthy  and  investment-driven.  They  comprise 
an  imponant  market  for  any  company  seekmg  new  investors  and 
shareholders.  And  that's  good  news  for  adverusers  like  you.  FORBES 
Annual  Rej)ort  Sections  are  specifically  designed  to  highlight  your 
company  and  get  your  message  out  to  investors.  To  learn  more 
about  advertising  your  company  in  FORBES  Annual  Report  Sec- 
tions, please  call: 

VIRGINIA  CARROLL  212-620-2J39 

or 

SARAH  MADISON  505-275-1282 
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CRI  Insured  Mortgage 
Association,  Inc. 

CRIIMI  MAE'S  1991  dividends  again 
totaled  $1.08  per  share,  representing  a 
12%  yield  on  its  year-end  stock  price. 
The  company  estimates  1992's  dividends 
will  again  range  from  $1.04  to  $1.12. 

CRIIMI  MAE  is  the  largest  REIT  special- 
izing in  federally  insured  mortgage 
investments  on  multifamily  housing. 
Assets  total  $574  million.  During  1991, 
CRIIMI  MAE  successfully  refinanced 
$117  million  of  debt,  lowering  interest  expense  and  adding  flexibil- 
ity to  its  balance  sheet.  NYSE:  CMM 
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Delphi  Financial 
Group,  Inc. 

Delphi  Financial  Group,  Inc.  (NASDA( 

DLFI)  is  an  insurance  holding  compan 

with  a  corporate  philosophy  focusinl 

upon  active  investment  management  an] 

targeted  acquisitions.  The  Compan 

underwrites,  through  its  subsidiaries, 

portfolio  of  LTD  and  other  insuranc 

products  principally  for  the  employe] 

benefits  market,  annuities  and  guara: 

teed  investment  contracts  throughout  tl 

fifty  states.  Fully  diluted  book  value  pt 

3.5  times  over  the  last  four  years.  Return  o 

equity  was  16.4%  in  1991. 
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CSX  Coiporation 


CSX  Corporation,  with  assets  of 
$13  billion  and  1991  revenue  of 
$8.6  billion,  is  an  international 
transportation  services  company 
with  principal  businesses  in  rail 
freight,  ocean  container  shipping, 
intermodal  carriage,  inland  barg- 
ing, trucking,  warehousing,  dis- 
tribution, and  related  services. 
The  company  also  has  interests 
in  real  estate  and  resorts.  Head- 
quarters are  in  Richmond,  VA. 


Diagnostic  Products 
Coiporation 


DPC  is  the  world's  leading  independer, 
manufacturer  of  immunodiagnostic  ki 
and  related  instrumentation.  Represent: 
state-of-the-art  technology  derived  fro 
immunology  and  molecular  biology,  thei 
kits  can  m-^asure  hormones,  drugs  a 
other  medically  important  substances  pr 
sent  in  body  fluids  and  tissues  at  infinite 
imal   concentrations.    They   provi 
information  vital  to  the  diagnosis  a 
management  of  thyroid  disorders,  di; 
betes,  infertility,  infectious  diseases,  allergy,  drugs  of  abuse,  and  ce 
tain  forms  of  cancer.  In  the  five  years  ended  in  1991,  sales  increased  j 
a  compounded  growth  rate  of  25%,  to  $90.1  million.  Net  inconr 
increased  at  a  compounded  growth  rate  of  20%,  to  $19.3  million.     ^ 


DianKMKi  lntemati< 
Industries  Inc. 

A  Diversified  public  Canadian  Corpor.J 
tion  marketing  proven  foundation  tecl 
nologies. 

Subsidiary  company  currently  targeting  i 
explosive  computer  software  market  si 
rounding  the  Windows  Operating  System  j 

The  Company  has  also  established  a 
uct  evaluation  center  to  assess,  evalua 
and  refine  innovative  technologies  whic 
have  both  industrial  and  environment 
applications. 
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Cyprus  Minerals 
Company 

Cyprus  Minerals  Company,  with  $2  bil- 
lion in  assets,  is  a  major  U.S.  producer  of 
copper,  coal,  molybdenum,  lithium,  and 
talc.  It  also  produces  gold,  iron  ore,  and 
zinc.  The  strong  balance  sheet  is  charac- 
terized by  debt  of  only  15  percent.  Share- 
holders have  received  an  18.6  percent 
compounded  return  on  their  Cyprus 
invistmcnt  during  the  last  five  years. 


Eastern  Enterprises 

Eastern  Enterprises  is  a  SI  billion,  NYS' 
listed  holding  company  engaged  in  fo 
businesses:  Boston  Gas  Company,  Ne| 
England's  largest  natural  gas  distribute 
Midland  Enterprises,  a  leading  barge  opt 
ator  on  the  inland  waterways;  WatcrP 
Supplies  Corporation,  the  leading  who! 
sale  distributor  of  components  tor  muni 
ipal  water  systems;  and  lonpu 
Technologies  Corporation,  which  pr 
vides  water  purification  systems  and  s« 
vices  for  commercial/industrial  appUcatio 
worldwide. 


»Pr, 
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El  Condor 
Resources  Ltd. 

El  Condor  Resources  Ltd.  is  focused  on 
development  of  a  large-scale  gold-copper 
project  in  western  Canada.  Engineering 
and  permitting  programs  are  now  under- 
way for  a  44,000  ton  per  day  open  pit 
mine  with  forecast  annual  production  of 
212,000  ounces  gold  and  60  million 
pounds  copper  for  a  minimum  of  15 
years.  The  Company's  shares,  of  which 
Rio  Algom  Limited  holds  9.9%,  trade  on 
the  Vancouver  Stock  Exchange  (ECN:  V). 
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FlightSafety 
1  r\  ry\  international,  Inc. 

I  ^  /^  f  I  Flight  simulator-based  pilot  training  for 

^^"^  -*~-  1  business  and  airline  aircraft  produced 
most  of  the  $267,641,000  operating  rev- 
enues of  FlightSafety,  Inc.  (FSI-NYSEI  in 
1991.  Net  income  was  572,442,000,  equal 
to  $2.11  per  share.  Factory-authorized 
pilot  training  is  provided  for  23  aircraft 
manufacturers  at  36  learning  centers  in 
the  U.S.,  Canada  and  Europe.  The  Com- 
pany owns  and  operates  the  world's 
largest  civil  aircraft  simulator  fleet.  It 
also  provides  high  technology  training  to  operators  of  ships,  electri- 
cal utilities  and  steam  generating  and  processing  plants.  1991  was 
its  40th  anniversary  year. 
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Engelhard  Corporation 

Engelhard  had  a  record  year  in  1991,  with 
net  earnings  up  25%  and  higher  divi- 
dends paid  for  the  tenth  consecutive  year. 
This  report  details  the  company's  objec- 
tives and  strategies  for  the  1990s,  focus- 
ing on  how  worldwide  concern  for  the 
environment  is  creating  a  growing 
demand  for  Engelhard's  technologies.  A 
special  editorial  section  looks  at  environ- 
mental regulatory  trends  and  the  role 
that  catalysis  will  play  in  providing  cost- 
effective  solutions  to  enable  compliance. 
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Freeport-McMoRan 

Over  the  past  four  years,  this  natural 
resource  company  has  dramatically 
increased  its  reserves  in  all  of  its  core 
businesses.  Today,  Freeport  is  a  natural 
leader  in  gold  with  the  world's  largest 
single  gold  mine  reserve.  A  natural  leader 
in  phosphate  fertilizers-the  world's 
largest  integrated  producer.  A  natural 
leader  in  sulphur  with  the  largest  existing 
sulphur  deposit  in  North  America.  And  a 
natural  leader  in  copper-one  of  the  low- 
est cost  producers. 
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Exide  Electronics 
Group,  Inc. 

Exide  Electronics  Group,  Inc.  develops 
and  manufactures  uninterruptible  power 
supplies  (UPS)  for  a  full  range  of  com- 
puter systems,  including  mainframe, 
mini  and  personal  computers.  Applica- 
tions are  broad-based  and  include  critical 
communications,  medical,  manufactur- 
ing and  defense  systems.  In  1991,  Exide 
Electronics  introduced  significant  new 
Powerware  UPS  and  PowerCare  Ser- 
vice products.  Exide  Electronics  addresses 
worldwide  market  needs  for  UPS  prod- 
ucts and  services. 
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Government 
Technology 
Services,  Inc. 


INASDAQ/NMS:  GTSI)  is  the  leading 
reseller  of  microcomputer  hardware,  soft- 
ware and  networking  products  to  the  Fed- 
eral Government  market. 

■  Posted  record  1991  sales  of  $359.4  mil- 
lion, up  nearly  20  percent  over  1990  sales. 

■  Through  1991,  experienced  a  five-year 
compound  annual  growth  rate  of  28.7%. 

■  Generated  $7.6  milhon  in  net  income,  up 
30  percent  in  1991  over  1990. 

GTSI  markets  over  10,000  products  manufactured  by  approximately 
350  vendors,  including  IBM  and  Sun. 
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Federal-Mogul 
Corporation 


Federal-Mogul  Corporation  is  a  global 
manufacturer  and  distributor  of  precision 
parts  sold  to  four  major  markets:  after- 
market;  auto  and  light  truck;  general 
industrial;  and  heavy  truck,  farm  and 
construction.  The  company,  based  in 
Southfield,  Michigan,  has  34  manufactur- 
ing plants,  four  major  research  centers 
and  more  than  70  distribution  centers 
around  the  world.  More  than  42  percent 
of  its  sales  are  to  international  markets. 

Shares  of  this  billion  dollar  corporation  are  traded  on  the  New  York 

and  Pacific  Stock  Exchanges. 
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Hilb,  Rogal  and 
Hamilton  Company 

HRH  is  the  tenth  largest  insurance 
agency  in  the  United  States,  with  50 
offices  in  20  states  and  the  District  of 
Columbia.  Since  its  inception  in  1982, 
HRH  has  shown  significant  growth  in 
revenues,  earnings  and  earnings  per 
share,  and  has  acquired  over  100  indepen- 
dent insurance  agencies.  HRH  provides  a 
full-line  of  insurance  services,  including 
employee  benefits  administration,  to  its 
clients,  and  is  committed  to  achieving 
superior  results  for  its  clients,  sharehold- 
ers and  employees. 
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Houston  Industries 
Incoiporated 

Houston  Industries  (NYSE:  HOU)  is  the 
parent  company  of  five  subsidiaries  which 
include  Houston  Lighting  &.  Power,  the 
nation's  seventh  largest  electric  utility,  and 
KBLCOM  Incorporated,  one  of  the  nation's 
20  largest  cable  television  operators. 

HOU  has  provided  investors  with  stable 
income  by  paying  consecutive  quarterly 
dividends  for  71  years  and  continues  to 
offer  attractive  income  plus  growth  poten- 
tial through  carefully  targeted  diversifica- 
tion programs. 
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Knight-Rkkler,  Inc. 

Knight-Ridder,  Inc.,  is  an  internatioo 
information  and  communications  coi 
pany  engaged  in  newspaper  and  ele 
tronic  publishing,  financial  informatio    -i 
cable  television  and  newsprint  prodi]|  n] 
tion.  The  Miami-based  company  pu 
lishes  29  daily  newspapers  and  offers 
variety  of  information  retrieval  servio 
Knight-Ridder  common  stock  is  listed 
the  NYSE  under  the  symbol  KRI  and 
the  Tokyo  Stock  Exchange  as  9491. 


Huntington 

Bancshares 

Incorporated 


Huntington  (NASDAQ:  HBAN)  is  a  $12.3 
billion  regional  bank  holding  company 
headquartered  in  Columbus,  Ohio,  whose 
subsidiaries  operate  315  offices  in  Ohio 
and  14  other  states.  During  1991,  Hunt- 
ington celebrated  the  125th  anniversary 
of  its  founding.  Huntington's  strategy  has 
been  to  maintain  a  solid  financial  condi- 
tion, pursue  quality  growth,  and  provide 
superior  shareholder  return.  Over  the  last  ten  years,  dividends 
increased  12%  per  year  and  total  return  to  investors  averaged  19% 
per  year,  compounded  annually. 
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The  Liposome 
Company,  Inc. 

Dedicated  exclusively  to  the  developm 
of  liposome  and  Upid-based  pharmace 
cals.  The  Liposome  Company  selectiv 
develops  proprietary  parenteral  phar 
ceuticals  for  the  treatment,  preventi 
and  diagnosis  of  life-threatening  illness 
The  Company's  strategy  is  to  build  on 
solid  foundation  of  basic  scientil 
research  and  pharmaceutical  developmt 
skills  to  become  a  profitable,  fully-in^ 
grated  pharmaceutical  company. 


Imo  Industries  Inc. 

Imo  Industries  Inc.  (NYSE-IMD),  with 
1991  revenue  of  $1.02  billion,  is  a  leader 
in  selected  markets  for  analytical  and 
optical  instruments,  electronic  and 
mechanical  controls,  engineered  power 
products  and  their  support  services. 
Through  integrated  design,  manufactur- 
ing and  marketing  efforts,  IMO  provides 
high-quality,  proprietary  products  and 
services  to  industrial  and  defense  cus- 
tomers worldwide. 
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Lyondeil 

Petrochemical  ^ 

Company 

One  of  the  nation's  largest  and  most  sAU 
cessful  producers  of  basic  chemicals  aW' 
refined  products,  Lyondeil  helps  ma 
possible  many  of  the  necessities  of  li 
With  1991  sales  of  $5.7  billion  and  ea 
ings  of  $222  million,  Lyondeil  ranks 
the  Fortune  100.  Lyondeil  continues 
achieve  differential  performance  thro 
operating  flexibility,  low  cost  and  h 
productivity.  (NYSE:  LYO) 


Inco  Limited 


Inco  Limited  is  one  of  the  world's  pre- 
mier mining  and  metals  companies.  It  is 
the  leading  producer  of  nickel,  supply- 
ing about  one-third  of  world  demand.  It 
IS  also  a  major  producer  of  high-nickel 
.ind  other  alloys.  In  addition,  Inco  is  an 
important  producer  of  copper,  cobalt 
md  precious  metals.  In  I99I,  Inco 
larncd  US$83  million  on  sales  of 
I  IS$2.999  billion. 


Forties  Annual  Report  Sections 

Take  advantage  of  Forbes'  Annual  Report  Advertising  Sectio 
appearing  twice  a  year,  to  receive  important  information.  Both  I 
Spring  and  Fall  editions  feature  convenient  post-paid  reader  servj 
cards,  which  enable  readers  to  obtain  annual  reports  of  their  chol 
absolutely  FREE. 

For  more  information  contact: 

VIRGINIA  CARROLL  212-620-1U9 

or 

SARAH  MADISON  505-275-1282 
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Coiporation 


"Where  Quality  Finds  a  Home" 


Masco  Corporation  has  reported 
35  years  of  growth, with  its  rev- 
enues increasing  from  SIO  million 
in  1956  to  over  $3  billion  in  1991. 

Masco  has  more  leadership  prod- 
uct positions  than  any  other 
company  serving  the  building, 
home  improvement  and  home 
furnishings  markets. 

Send  for  our  1991  Annual  Report 
which  outUnes  our  strategies  and 
growth  prospects,  and  leam  why 
we  believe  1996  sales  will  exceed 
S5  billion  and  why  our  earnings 
per  share  could  be  well  over 
$3.00  per  share. 
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Minnesota  Power 

Minnesota  Power  is  a  diversified  electric 
utility  whose  primary  business  is  provid- 
ing electric  service  to  communities,  the 
iron  mining  industry  and  forest  products 
companies  in  central  and  northeastern 
Minnesota.  Non-electric  subsidiaries 
include  BNI  Coal,  Center,  ND;  Lake 
Superior  Paper  Industries,  Duluth,  MN; 
and  a  system  of  water  and  wastewater 
treatment  utilities  in  Florida  and  the  Car- 
olinas.  Automatic  dividend  re-invest- 
ment program.  During  the  past  10  years, 
total  shareholder  return  in  the  top  15%  of 
U.S.  electric  utilities. 
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Norfolk  Southern 
Corporation 

Norfolk  Southern  Corporation,  "The 
Thoroughbred  of  Transportation,"  is  a 
Virginia-based  holding  company  that 
owns  all  the  common  stock  of  and  con- 
trols a  freight  railroad,  Norfolk  Southern 
Railway  Company,  and  a  motor  carrier. 
North  American  Van  Lines,  Inc. 
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industries 


"A  World-Class 
Manufacturing  Company' 


Masco  Industries  is  a  technology- 
driven,  global  manufacturing 
organization  with  leadership 
positions  in  carefully  selected 
niche  industrial  markets. 

Our  proprietary  products  and 
advanced  manufacturing  capabili- 
ties have  positioned  Masco 
Industries  to  generate  record 
sales  and  profits  with  the  return 
to  a  stronger  economy. 

Send  for  our  1991  annual  report 
that  outlines  those  growth 
prospects  that  we  beheve  will  dra- 
matically improve  the  future  earn- 
ings potential  of  the  Company. 
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Shipholding 
Group,  inc. 


OSG,  one  of  the  world's  largest  bulk  ship- 
ping companies,  is  engaged  in  the  ocean 
transportation  of  liquid  and  dry  bulk 
commodities,  The  Company  currently 
has  on  order  four  doubled-huUed  93,650 
deadweight  ton  idwt)  tankers  for  delivery 
to  its  international  fleet  during  1993  and 
1994.  OSG  currently  owns  and  operates  a 
fleet  of  65  vessels,  aggregating  6.1  million 
dwt.  OSG's  strong  financial  condition  and  the  prospects  for  the  bulk 
shipping  markets  are  detailed  in  the  Company's  Annual  Rej)ort. 
INYSE,  PSE:  OSG) 
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The  Fastest  Way  to  Request  the 
Annuai  Reports  Advertised  in  this 
Section  is  to  Call . . . 


1  -800-45-FORBE(S) 


ADVERTISEMENTS 


PacifiCoip 


Diversified,  growth-oriented  electric  util- 
ity company.  Nonelectric  activities 
include  mining  and  resource  development 
and  telecommunications.  PacifiCorp, 
through  its  two  utility  divisions,  Pacific 
Power  and  Utah  Power,  is  the  third  largest 
utility  west  of  the  Rockies.  Has  82%  own- 
ership in  NERCO,  a  major  producer  of 
coal,  natural  gas,  and  precious  metals. 
Pacific  Telecom,  87%-owned  subsidiary, 
is  a  major  telecommunications  company. 
NYSE:  PPW  Annualized  Rate:  $1.50 
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Santa  Fe  Pacific 
Coiporation 

Santa  Fe  Pacific  Corporation,  following 
major  restructuring,  earned  net  income 
S96.4  million  in  1991,  a  significa; 
improvement  over  1990.  The  Atchiso 
Topeka  and  Santa  Fe  Railway  Compai 
contributed  operating  income  of  S255 
million  in  1991,  a  62%  increase  ov 
1990,  on  a  comparable  basis.  Santa  J 
Pacific  Minerals  Corporation,  which 
emerging  as  one  of  the  nation's  maj 
gold  producers,  contributed  operatii 
income  of  S59.5  million,  a  127%  increa 
over  1990,  on  a  comparable  basis. 
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Pegasus  Gold  Inc. 

Pegasus  Gold  Inc.  is  a  major  North  Amer- 
ican gold  producer.  The  Company  pro- 
duces gold,  silver,  lead  and  zinc  using 
open-pit  mining  methods,  heap  leaching 
technology,  and  conventional  milling 
practices.  Pegasus  currently  produces  in 
excess  of  315,000  ounces  of  gold  annually. 
Gold  production  is  expected  to  increase  to 
the  500,000  ounces  level  in  1994.  Current 
ore  reserves  stand  at  4  million  ounces  of 
contained  gold.  The  Company's  common 
shares  are  traded  on  the  American, 
Toronto  and  Montreal  Stock  Exchanges. 
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Southwestem  Bell 
Coiporation 

Southwestern  Bell  Corporation  is  a  S 
Louis,  Mo.,  based  telecommunicatioi 
company  with  1991  net  income  of  $1 
billion,  revenues  of  S9.3  billion,  and  El 
of  $3.85.  SBC  provides  local  telephoi 
service  in  Texas,  Missouri,  Oklahom 
Kansas  and  Arkansas  and  has  one  of  tl 
fastest-growing  cellular  operations  in  tl 
nation.  Other  businesses  include  Yello 
Pages  directories,  paging,  telephoi. 
equipment,  international  cable  TV  intt 
est  and  a  partnership  in  Telmex. 


Peoples  Energy 
Coiporation 

Peoples  Energy  Corporation,  a  Chicago- 
based  public  utility  holding  company,  has 
paid  214  consecutive  quarterly  divi- 
dends— including  nine  consecutive  yearly 
increases.  Its  two  operating  subsidiaries. 
The  Peoples  Gas  Light  and  Coke  Com- 
pany and  North  Shore  Gas  Company, 
serve  one  of  the  besc  natural  gas  consum- 
ing markets  in  the  United  States.  Fiscal 
1991  assets  and  revenues  were  $1.6  bil- 
lion and  $1.1  billion,  respectively.  NYSE, 
MSE  and  PSE  ticker  symbol  PGL. 
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Symbol 
Technologies,  inc. 

Symbol  Technologies,  Inc.  is  the  worl 
leader  in  automatic  bar  code  data  captui[ 
a  mission-critical  technology  that  U 
business  optimize  their  access  to,  and  u| 
of,  management  information. 

These  are  key  strategic  building  blocks 

decision-support  systems  in  rctailinj 

warehousing  and  distribution,  rapid  pac 

age  delivery  and  postal  services,  manuf; 

taring,  transportation,  utilities  ar 

telecommunications,  military,  health  care,  commercial  services  ai 

other  industries. 


Rockefeller  Center 
Properties,  inc. 

A  real  estate  investment  trust  formed  in 
1985  to  permit  public  investment  in 
Rockefeller  Center,  one  of  the  world's 
best  known  commercial  real  estate  com- 
plexes, with  premier  office,  retail  and 
public  space  located  in  the  heart  of  Mid- 
town  Manhattan.  The  trust's  principal 
asset  is  a  $1.3  billion  cimvertible,  partici- 
pating, mortgage  loan.  Dividends  for  1991 
were  $1.92  pci  share,  of  which  46.8%  was 
tax  deferred. 
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Taseico  Mines  Limited 

Taseko  Mines  Limited  is  focused  ( 
growth  of  shareholder  value  throu; 
development  of  Canada's  largest  gold-( 
per  project.  Over  the  past  five  yeai| 
shareholders  of  two,  blue-chip,  junior 
companies  controlled  hy  Taseko's  ma 
agcment  team  participated  m  spectacul 
shareholder  gn>wth  which  culminated 
successful  takeovers,  totalling  $222  m 
lion.  Taseko's  shares  trade  on  the  Vanco 
ver  Stock  Exchange  (TKO:V)  ar 
NASDAQ  |TKO:  CFI.  with  sharcholdo 
in  Canada.  United  States  and  Europe. 
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Te<:hTana  Capital  Ltd. 

TechTana  Capital  Ltd.,  through  its  sub- 
sidiaries, Intelaw  Corporation  and 
Intelaw  International,  is  an  emerging 
software  development  company  about  to 
introduce  a  new  genre  of  software-Docu- 
ment Generators.  The  first  vertical  mar- 
ket to  be  addressed  by  the  product, 
Precedent™,  is  the  legal  profession.  The 
introduction  to  other  document  intensive 
businesses  will  follow.  TechTana  is  listed 
on  the  V.S.E.  (Symbol  TTC).  In  U.S.A. 
call  1-800-444-3759. 
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United  Industrial 
Coiporation 

Subsidiaries  produce  a  wide  range  of 
defense  electronics  and  advanced  ord- 
nance and  weapons  systems  for  defense 
agencies  in  the  United  States  and  abroad, 
as  well  as  solid  fuel  and  waste  burning 
systems  for  industries  and  utilities. 
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Telephone  and  Data 
Systems,  inc. 

Telephone  and  Data  Systems,  Inc. 
("TDS")  is  a  Chicago-based  diversified 
telecommunications  company  that  pro- 
vides high-quality  service  to  nearly 
656,000  telephone,  cellular  telephone  and 
radio  paging  customers  in  37  states  and 
the  District  of  Columbia.  TDS  builds 
value  for  its  shareholders  by  providing 
excellent  communication  services  in 
attractive,  closely  related  segments  of  the 
telecommunications  industry  while 
expanding  operations  through  internal 
growth  and  acquisitions. 
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United  Rayore 
Gas  Ltd. 

United  Rayore  Gas  Ltd.  is  a  growth-ori- 
ented junior  Canadian  oil  company  that 
specializes  in  drilling  and  operating  hori- 
zontal wells.  The  Company  has  embarked 
on  an  aggressive  oil  acquisition  and  devel- 
opment program  centered  on  steady,  low- 
risk  growth  by  fully  exploiting  horizontal 
drilling  technology  in  order  to  acquire, 
and  upgrade,  known  oil  and  gas  reserves. 
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TVansamerica 
Coiporation 

Transamerica  Corporation  is  a  $34  billion 
financial  services  company.  Its  mission 
is:  "To  enhance  shareholder  value, 
through  stock  appreciation  and  cash  flow 
from  dividends,  by  being  the  premier 
provider  of  specialized  financial  and 
insurance  products  and  services  to  indi- 
viduals and  organizations."  The  1991 
annual  report  features  an  interview  with 
new  CEO  Frank  C.  Herringer. 
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USLIFE  Coiporation 

USLIFE  Corporation  is  a  life  insurance- 
based  holding  company  whose  principal 
subsidiaries  engage  in  the  life  insurance 
business.  With  nationwide  operations, 
USLIFE  has  four  ordinary  life  insurance 
companies  and  a  credit  insurance  group 
with  approximately  SI 08  billion  of  life 
insurance  in  force  as  of  December  31, 
1991.  Additionally,  there  are  five  other 
subsidiaries  that  furnish  the  life  insur- 
ance companies  with  investment  advi- 
sory, broker-dealer,  real  estate,  data 
processing  and  administrative  services. 
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TH-Continental 
Coiporation 

With  over  SI. 8  billion  in  assets,  Tri-Con- 
tinental  is  the  nation's  largest  closed-end 
diversified  equity  investment  company. 
Founded  in  1929  and  managed  by  J.  &.  W. 
Seligman  &.  Co.,  Tri-Continental  remains 
committed  to  the  concept  of  quality  and 
value  in  the  selection  of  its  investments, 
and  continues  to  provide  excellent 
returns  to  its  stockholders. 
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Vishay 
Intertechnology  Inc. 

Vishay  |VSH)  is  a  leading  U.S.  and  Euro- 
pean producer  of  a  wide  range  of  elec- 
tronic resistors,  sensors,  capacitors  and 
other  passive  electronic  components. 
With  its  recent  acquisition  of  Sprague,  the 
Company  now  has  11,500  employees 
located  in  43  facilities  in  the  U.S.,  Europe 
Israel  and  the  Far  East.  In  the  past  1  1 
years,  Vishay  has  had  an  annual  com- 
pounded net  earnings  growth  of  27%. 


•  1991  Sales:  $442.3m;  Earnings:  $20.9m 

•  At  Dec.  31,  1991:  Debt:  1 28m;  Equity:  $20 Im 
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i&  advertisers  below  are  offering  you 
their  annual  reports  without  cost 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page 

the  number  of  each  company  whose  annual  report  you  would 

like  to  receive  or,  for  faster  service,  call  l-800-45-FORBE(S). 


1 .  American  NorTel  Communications  Inc. 

2.  Ameritech 

3.  AMP  Incorporated 

4.  AMSCO  International,  Inc. 

5.  Armeno  Resources  Inc. 

6.  BALDOR  Electric  Company 

7.  BFCE 

8.  Campbell  Soup  Company 

9.  Central  and  South  West  Corporation 

10.  Central  Maine  Power 

11.  Century  Telephone  Enterprises,  Inc. 

12.  Chieftain  International,  Inc. 

13.  Clearly  Canadian  Beverage  Corporation 

14.  Conseco,  Inc. 

15.  CRI  Insured  Mortgage  Association,  Inc. 

16.  CSX  Corporation 

1 7.  Cyprus  Minerals  Company 

18.  Delphi  Financial  Group,  Inc. 

19.  Diagnostic  Products  Corporation 

20.  Diamond  International  Industries  Inc. 

21.  Eastern  Enterprises 

22.  El  Condor  Resources  Ltd. 

23.  Engelhard  Corporation 

24.  Exide  Electronics  Group,  Inc. 

25.  Federal-Mogul  Corporation 

26.  FlightSafety  International,  Inc. 

27.  Freeport-McMoRan 

28.  Government  Technology  Services,  Inc. 

29.  Hilb,  Rogal  and  Hamilton  Company 

30.  Houston  Industries  Incorporated 

31.  Huntington  Bancshares  Incorporated 

32.  Imo  Industries  Inc. 

33.  Inco  Limited 

34.  Knight-Ridder,  Inc. 

35.  The  Liposome  Company,  Inc. 


36.  Lyondell  Petrochemical  Company 

37.  Masco  Corporation 

38.  Masco  Industries 

39.  Minnesota  Power 

40.  Norfolk  Southern  Corporation 

41.  Overseas  Shipholdmg  Group,  Inc. 

42.  PacifiCorp 

43.  Pegasus  Gold  Inc. 

44.  Peoples  Energy  Corporation 

45.  Rockefeller  Center  Properties,  Inc. 

46.  Santa  Fe  Pacific  Corporation 

47.  Southwestern  Bell  Corporation 

48.  Symbol  Technologies,  Inc. 

49.  Taseko  Mines  Limited 

50.  TechTana  Capital  Ltd. 

5 1 .  Telephone  and  Data  Systems,  Inc. 

52.  Transamerica  Corporation 

53.  Tri-Continental  Corporation 

54.  United  Industrial  Corporation 

55.  United  Rayore  Gas  Ltd. 

56.  USLIFE  Corporation 

57.  Vishay  Intertechnology  Inc. 


Forbes  Annual  Report  Sections 

Take  advantai;c  ot  Forbes'  Annual  Report  Advertising  Section 
appearing  twice  a  year,  to  receive  important  intonnation.  Ikith  tfc 
Spring  and  Fall  editions  feature  convenient  post-paid  reader  servic 
cards,  which  enable  readers  to  obtain  annual  reports  of  their  choit 
absolutely  FREE. 

For  more  intcMmation  contact: 

VIRGINIA  CARROLL  2I2-620-2AW 

or 

SARAH  MAi:)ISON  S()5^^-  I  ^82 
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Lucky  successor 

Unless  THINGS  take  a  completely  un- 
expected turn  for  the  worse,  Reader's 
Digest  Association  Chairman  George 
Grune  will  exit  a  hero  when  he  retires 
in  two  years.  Grune,  who  started  at 
the  magazine  as  an  ad  salesman  in 
1960,  took  charge  of  Reader's  Digest 
in  a  board -supported  coup  just  hours 
before  cofounder  Lila  Wallace  died  in 
1984.  (Her  husband,  DeWitt  Wal- 
lace, died  in  1981.)  With  the  board's 
blessing,  Grune  gradually  replaced 
most  of  the  company's  senior  officers 
with  outsiders.  Since  he  took  over, 
revenues  have  doubled,  to  $2.3  bil- 
lion, and  earnings  have  quadrupled, 
to  $209  million. 

Grune  convinced  the  Wallace 
Foundations  to  take  the  company 
public  by  selling  nonvoting  stock  in 
1990,  and  voting  shares  this  March. 
Both  now  sell  at  about  $43,  giving  the 
firm  a  market  value  of  $5.2  billion. 
The  company  has  no  debt. 

The  namesake  magazine,  which  has 
a  worldwide  circulation  of  28  million, 
is  more  profitable  than  ever,  but  an- 
other side  of  the  business — the  $1.5 
billion  (revenues)  books  and  home 
entertainment  division — is  now  big- 
ger, faster  growing  and  even  more 
profitable. 

Driving  the  division  is  a  database  of 
100  million  households  worldwide, 
including  50  million  households  in 
the  U.S.  One  out  of  four  American 
households  has  bought  something 
from  the  company  in  the  last  two 
years.  But  the  list  isn't  sold  or  rented, 
and  Grune  says  the  database  will  be 
used  only  to  market  products  that  are 
compatible  with  the  company's  flag- 
ship magazine. 

"What  we've  chosen  to  do  is  sell 
books,  magazines,  music  and  videos 
that  inform,  entertain,  inspire  and 
uplift,"  says  Grune.  "It's  possible  to 
sell  food  or  clothing,  but  that's  not 
our  business.  We're  going  to  stick  to 
our  knitting." 

Grune,  now  62,  says  he's  spending 

a  lot  of  time  planning  his  succession. 

:()j-l  He  recently  hired  53-year-old  James 

Schadt,   formerly   head   of  London 

"leverage      manufacturer      Cadbury 

|")orts  (hweppes,  as  president.  Grune  isn't 

ving  who  he'll  tap  to  follow  him, 

^  whoever  it  is  will  have  an  enviable 

blem  to  solve:  what  to  do  with 

'er's  Digest's  $650  million  (over 
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Reader's  Digest 
Association 
Chairman 
George  Grune 
"It's  possible  to 
sell  food  or  cloth- 
ing, but  that's 
not  our  business.'' 


Susan  Swenson, 
president  of 
PacTel  Cellular 
Her  husband 
didn't  apply; 
she  got  the  job. 


$5  a  share)  in  cash,  short-term  invest- 
ments and  marketable  securities.  One 
thing  the  successor  won't  have  to 
worry  about  is  a  hostile  run  at  that 
cash.  Around  75%  of  the  company's 
voting  stock  is  still  owned  by  the 
Wallace  Foundations. 

Out  of  the  manhole 
and  into  the  suites 

Eighteen  months  ago  Susan  Swen- 
son was  knee -deep  in  water  down  a 
manhole  in  Oceanside,  Calif,  work- 
ing with  a  pair  of  Pacific  Bell  techni- 
cians splicing  fiber-optic  cable.  Her 
beeper  went  off.  Slogging  up  to  the 
repair  truck  in  her  hip  waders,  she 
called  her  office  on  the  truck's  cellular 
phone  and  heard  some  pleasant  news: 
She  was  about  to  be  named  president 
of  PacTel  Cellular,  the  fastest-grow- 


ing, most  profitable  division  of  $9.9 
billion  (sales)  Pacific  Telesis  Group. 

Swenson,  44,  came  to  her  current 
position  by  an  unlikely  route.  After 
getting  a  degree  in  French  from  San 
Diego  State  University,  she  spent 
eight  years  working  for  the  count\'  of 
San  Diego;  her  last  job  there  was 
chasing  delinquent  fathers  for  child 
support  payments. 

In  1979  a  friend  of  Swenson's  hus- 
band's suggested  that  he  apply  for  a 
trainee  job  at  the  telephone  company. 
Her  husband,  a  swimming  and  water 
polo  coach  at  San  Diego  State,  \\  asn't 
interested,  so  Swenson  applied  for  the 
job  instead.  After  getting  it,  she 
quickly  rose  through  the  organiza- 
tion. "You  read  a  lot,"  she  says,  "and 
then  you  put  your  jeans  on,  and  you 
go  out  and  spend  time  with  the  peo- 
ple who  are  doing  the  work." 
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FACES  BEHIND  THE  FIGURES 


Since  taking  over  the  country's 
fitth-iargest  cellular  company — Pac- 
Tel's  cellular  operations  cover  32  mil- 
lion potential  customers,  or  "pops," 
in  seven  states — Swenson  has  refo- 
cuseid  PacTel  Cellular's  marketing  on 
corporate  accounts.  Last  year  her 
business  earned  $114  million,  after- 
tax, on  revenues  of  $581  million. 
Revenues  per  customer,  which  aver- 
age around  $98  a  month,  are  believed 
to  be  the  highest  in  the  industry.  But 
she's  not  resting  on  any  laurels.  "The 
longer  I'm  here,"  she  says,  "the  more 
possibilities  I  see." 

Shock  treatment 

Timothy  Ryan  Jr.  says  the  savings 
and  loan  cleanup  is  almost  complete. 
But  the  46-year-old  director  of  the 
Office  of  Thrift  Supervision  wants  to 
keep  a  watchfiil  eye  on  whether  thrifts 
are  doing  what  got  many  of  them  into 
trouble  in  the  first  place:  borrowing 
money  short  term,  and  lending  it  out 
long  term  at  fixed  rates.  Today  three- 
fourths  of  all  new  residential  mort- 
gages made  by  savings  and  loans  are  at 
fixed  rates.  This  is  fine  when  short 
rates  are  well  below  long  rates,  as  they 
are  now.  But  with  asset  and  liability 
maturities  mismatched,  thrifts  can 
quickly  go  under  if  their  short-term 
borrowing  rates  rise  above  their  long- 
term  lending  rates. 

To  monitor  how  thrifts  would  be 
affected  by  swings  in  interest  rates, 
Ryan's  staffhas  developed  a  computer 
model.  The  program  shows  what  ef- 
fects a  four-point  interest-rate  shift, 
up  or  down,  would  have  on  a  particu- 
lar thrift's  balance  sheet.  "The  techni- 
cians  call    it   shocking   the    balance 


sheet,"  he  explains. 

If  the  model  flashes  danger  signals, 
Ryan  thinks  a  thrift's  management 
should  be  required  to  increase  its 
capital  base  or  adjust  its  portfolio  by, 
for  example,  selling  fixed-rate  mort- 
gages in  the  secondary  market.  Last 
year's  banking  bill  (see  story,  p.  102) 
called  for  bank  and  thrift:  regulators  to 
adjust  capital  standards  for  interest- 
rate  risk.  Regulations  implementing 
the  requirement  have  not  yet  been 
written. 

The  industry  greeted  the  OTS'  com- 
puter model  with  howls  of  protest, 
insisting  that  reporting  requirements 
were  too  burdensome.  But  Ryan,  a 
strong-willed  labor  lawyer  who  spent 
two  years  as  solicitor  for  the  Depart- 
ment of  Labor  under  President  Rea- 
gan, isn't  backing  down.  He  has  set 
up  a  group  of  ten  industry  experts  to 
help  regulators  tinker  with  the  model. 
Final  rules  are  due  by  year's  end. 

In  the  meantime,  Ryan's  staff  is 
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ABOVE: 

Timothy  Ryan  Jr., 
Office  of 

Thrift  Supervision 
A  shocking 
model. 


Hastings  Keith, 
overpaid  pensioner 
and  former 
congressman 
Quadraple 
dipper. 


already  sharing  the  results — ver\'  pri- 
vately— with  thrift  managers.  "This 
was  an  industry  that  was  once  insol- 
vent due  to  interest  rate  risk,"  says 
Ryan.  "No  one  wants  to  see  that 
again."  -Jame5  Lyons 

COLA  madness 

Hastings  Keith,  76,  complains  that 
he's  one  of  the  most  overpaid  men  in 
America.  A  Republican  congressman 
from  Cape  Cod  from  1959  to  1972, 
Keith  now  makes  5106,920  a  year — 
from  four  federal  pensions,  each  of 
which  gets  a  cost  of  living  adjustment 
every  year.  In  his  last  term  in  Congress 
("the  last  term  with  a  balanced  bud- 
get," he  quickly  points  out)  Keith 
earned  542,500.  His  pension  income 
topped  that  ten  years  ago. 

The  money  wasn't  always  so  good. 
When  Keith  retired  from  Congress  in 
1973,  he  got  a  civil  ser\ice  pension  of 
51,560  a  month,  but  generous  COL\s 
have  inflated  that  to  55,710.  His 
monthly  militar\'  pension  staned  in 
1976  at  $550  a  month  (he  retired 
from  the  Army  Resenes  as  a  60 -year- 
old  colonel);  it  has  grown  to  51,322. 

In  1980  Keith  began  to  collect  a 
third  government  pension:  5620  a 
month  from  Social  Securit)-.  Its  coL,\s 
have  nearly  doubled  the  payment,  to 
51,132.  When  Keith's  wife^  a  federal 
employee,  died  in  1989,  he  tapped 
into  a  fourth  stream:  a  ci\il  ser\ice 
widower's  annuity',  adding  5746  a 
month.  Keith  figures  that  in  return  for 
the  548,000  he  contributed  to  the 
plans,  he'll  receive  52.3  million  if  he 
lives  out  his  life  expectancy  of  85. 

So  incensed  is  Keith  at  this  govern- 
ment largesse  that  he  is  running  for 
Congress  again  to  publicize  the  issue. 
His  proposal:  Halt  double  and  triple 
dipping  by  limiting  COL\s  to  the  first 
513,000 — currently  the  maximum 
Social  SccuritN  retirement  payment — 
of  combined  federal  pension  income. 
Keith  says  that  would  cut  over  5400 
billion  from  a  federal  liabilir\-  of  al 
most  52  trillion  for  current  partici- 
pants in  the  civil  ser\ice  and  militan' 
pensions  but  wmild  still  proudc  an 
inflation  hedge  tor  necessities. 

"I  don't  like  to  get  back  into  this 
pt>litical  climate,"  savs  Keith,  "but  I'm 
mad  as  hell  and  the\  need  someone  in 
Washington  who  know^  the  institu 
tional  histon-  of  this  thine"  ^ 
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Van  Kampen  MenM 


VAN  KAMPEN  MERRITT  INSURED  MUNICIPALS  INCOME  TRUST 


Build  tax-free  income 
on  a  solid  foundation. 


See  the  difference  tax-free  income  makes. 

The  Van  Kampen  Merritt  Insured  Municipals 
Income  Trust  deserves  a  second  look.  The  income 
it  delivers  every  month  is  free  from  federal 
income  taxes  (and  depending  on  where  you  live, 
state  and  local  taxes,  too).  Bottom  line:  you  have 
more  money  to  spend  or  save. 

The  IM-IT  Trust  is  also  insured*  for  the  prompt 


payment  of  interest  and  principal  and  has  a 
regular  payment  schedule  for  easy  budgeting. 
Ask  your  investment  representative  few  a 
prospectus  containing  more  complete  information, 
including  all  charges  and  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money.  Or  call 
1-800-DIAL-VKM  (1-800-342-5856)  ext.  1215. 


Van  Kampen  MerritV 

A  XEROX  financial  .Serv/ce^  Company 

Investing  With  A  Sense  of  Direction'^ 


'  Tht'  terms  of  the  insurance  are  more  fully  (k'stribed  in  tht"  Trust  prospectus;  ik)  repn*sentation  is  matle  as  to  tht>  insun-r's  atiility  to 
meet  iLs  commitments  ai«i  tlK>  insurance  relates  only  to  the  borxis  in  the  Trust  and  not  to  the  units  offered.  The  insuraix  e  (fc)es  not 
remove  market  risk.  Tht>  principal  value  ami  investment  R>turn  of  Trust  units  will  vary  with  market  conditions.  Th«'n.'fore,  the 
redemption  value  of  Trust  units  may  be  more  or  less  than  the  original  value.  Units  may  or  may  not  be  available.  ""  (k'liotes  a 
registered  trademark  of  Van  Kampen  Merritt  Inc. 
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Around  The  World, 
We're  The  Company 
Big  Banks  Bank  On. 


ALLTEL  achieves 
results  for  its  customers, 
including  some  of  the 
biggest  banks  in  the 
world.  Bank  on  it. 

Over  1,000  finan- 
cial institutions  in  26 
countries  worldwide 
have  relied  on 
Systematics  -  an  ALLTEL 
subsidiary  -  for  data 
processing  management, 
application  software  and  outsourcing  services 
And  for  significant  savings. 

Add  this  growing  business  to  ALLTEL's 
strong  reputation  as  a  provider  of  telephone 
seiYice  for  1.2  million  customers  in  2S  states, 
cellular  telephone  sei-vice  in  18  states  and 


product  distribution 
arouxid  the  country,  and 
you  get  a  company  with 
a  23%  total  average 
annual  return  o\'er  the 
past  five  years.  .\nd  a 
historv'  of  increasing  the 
dividend  for  each  of  the 
past  31  years. 

As  communications 
and  computers  continue 
to  converge,  we're 

positioned  for  continued  growth. 

Call  now  and  get  all  the  data  on  a  true 

financial  success  siorv. 

^CIUIEL 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distritxjtion  •  Intonnation  Service^s 


Call  (501)  661  -8999  or  write:  ALLTEL  Corporate  Communications  •  One  Allied  Drive  •  Little  Rock,  Arkansas  72202 
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BY  ERIC  S.  HARDY 


For  the  first  third  of  the  year  the 
market  as  a  whole  looks  as  if  it's  asleep. 
Total  return  on  the  Barra  All- US  in- 
dex of  5,200  stocks  is  just  0.1% 
through  April. 

But  beneath  the  surface  a  lot  has 
been  going  on.  Biotech  stocks  have 
been  getting  killed,  and  growth 
stocks  are  weak.  At  the  same  time, 
aclicals  like  autos  are  strong.  The 
resulting  shift  in  market  leadership, 
according  to  Prudential  Securities' 
Greg  Smith,  will  be  sustained  for  at 
least  the  balance  of  the  year. 

"The  rotation  toward  economical- 
ly sensitive  issues  indicates  the  econo- 
my is  clearly  on  the  rebound  and  that 
investors  are  factoring  in  a  nice  gain  in 
corporate  earnings,"  says  Smith.  De- 
scribing himself  as  moderately  bull- 
ish. Smith  favors  regional  banks  like 
Banc  One  and  NationsBank.  He  also 
sees  buys  in  some  of  the  big  drug 
stocks  that  have  been  knocked  down 
20%.  Among  them:  Pfizer  and  Glaxo. 


Special  focus 

The  stock  market's  finance  seaor  is  vcn 
dose-knit:  When  bank  stocks  move  up  or 
down,  so  do  brokerage   and  insurance 
stocks.  Qjmpanies  in  the  utilities  sector, 
howe\er,  trade  ail  over  the  lot.  Which 
means  that  an  investor  seeking  diversifica- 
tion is  more  in  need  of  multiple  udlit)' 
stocks  than  multiple  financial  stocb. 

Correlation  of  industries  within  sectors 

'Jarjary  1,  1973  to  March  1.  1992.! 

Finance 
Capital  goods 

0.82 
0.79 

Technology 

0.77 

Energy 

0.71 

Consumer  goods 

0.69 

Consumer  cyclical 

0.68 

Constnjction 

0.68 

Transportation 

0.64 

Basic  industry 

0.64 

Utilities 

0.57 

!  =  perfect  re*               .:  oo 

The  overall  market 


2600 
2400 
2200 
2000 
1800 

1600 

1400 

1200 
1000 


The  Barra  All-US  index  as  of  4/3(V92: 

Market  value:  S3.918.3  billion 

P/E:  28.3 

P/E  minus  negative  EPS:  17.4 

Prtce/book:  2.3 

Yield:  2.8% 


12-month  closeup 
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Closeup  on  the  market 


The  best  and  worst  performing  stocks^ 


IniJei  or  investment 

2-week  change 

%  chance  from               1 
lyear             S-yurMcii     \ 

Barra  AiyJS  index 

-0.5% 

■ 

10.0% 

-3.2%      " 

StP/Barra  Growth  index 

-1.3 

■■ 

11.7 

-5.7 

StP/Barra  Value  index^ 

1.0 
-0.2 

■■ 

12.6 

0.0 

Dow  Jones  industrials 

1 
1 

14.3 

-0.2 

StP  500 

-0.3 

9.1 

-1.4 

NYSE 

-0.3 

-2.2       ■ 

1 

9.6 

-1.5 

Nasdaq 

17.8 

-10.3 

Amei 

-0.5 

■ 

7.5 

-6.8 
-27.5 

EAFE 

1.0 

§■ 

-11.3 

CRB  index' 

-0.4 
-0.1 

■ 

-5.2 

-24.8 

Gold 

1 

-5.2 

-32.9 

Yen^ 

-0.6 

■ 

-3.6 

-18.8 
-49.3         1 

Od' 

3.2 

■         -1-4 

Best 

Price 

2-week 
change 

1992 
EPS 

Worst 

Price 

2-week 
change 

1992 
EPS^ 

Armor  All  ProducU 

15-: 
36-/2 

32% 

$0.60 

Barr  Laboratories 

121/^ 

-33% 

$0.70 

Star  Banc 

28 

2.39 

Sam  I  Libby 

8 

-32 

1.12     :; 

Genta 

9 

24 

NA 

Network  Systems 

9V8 

-29 

0.92  ; 

Offshore  Lopstics 

9 

24 

0.97 

Ventritex 

171/4 

-29 

-0.40 

Carlisle  Cos 

441/4 

23 

3.00 

Airtxime  Freight 

-  - 

1    The  best  and  worst  performing  industry  factors'*                               1 

Best 

2-week 
change 

Since 
12^1/91 

Worst 
Apparel,  textiles 

2-week 
change 

-6.5% 

Since             1 

i2ni/9i         ■ 

0.5% 

OilfteM  services 

8.5% 

-6.1% 

Beverages 

4.5 

14.5 

Aerospace 

-6.2 

-10.4             5 

Tokacco 

3.1 

8.5 

Photographic,  optical 

-5.5 
-4.8 

-26.8              ' 
0.8             1 
82            J 

Chemicals 

3.1 

15.6 

Supermarkets 

Motor  vehicles 

2.8 

46.0 

Airtransport 

-3.9 

^lote:  Data  tor  pernd  ending  4/3(>92.  The  Ban  Ail-tJS  index  consets  of  all  put)liciy  traded  common  stocte  :s 

AORs.  REITs  and  ck]sed«nd  funds  are  ecluded.  ■  Total  return  of  a  portfoln  of  more  ttian  150  laige-capitaliation  stocks  thai  has  high  histoncal  earrangs  ^owth  and  has  predicted  abo«e  a«ej«e  ear-,.;^ 
^mth. ''  Total  retwn  of  more  than  300  large-capitalization  stocks  characterued  by  kw  pnce-to-book  ratns.  h«h  yeWs  and  k)w  pnce-to^amings  ratns.  >  A  dotlar-denommaled  capitaluatien  wei^ited  index  of 
IKK  than  1.000  stocks  from  Europe.  Australia.  New  Zealand  and  the  Far  East.  Sowce:  Momn  Stanley  Capital  Intematmal  Perspective. '  Index  of  21  commodity  futures.  ^Kn«^-Ridder  Financial  Informatnn. 
'  (Xmg  the  last  tw)  ««eks.  'Estimaie.  Source:  Institutional  Brakeis  Estimate  System,  from  iBES.  Inc.  *  Shows  return  to  the  industry  factor  after  controlling  for  other  influences  including  cor^Mny  sue.  value  and 
gfwth  charactenstcs.  Multwndustiy  fimis  hae  proportnnal  conlnbutions  m  two  or  more  groups.  Hk  Not  avariable.  Prmcipal  source:  Barra.  Inc..  Berkeley.  Cai ' 
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So  far  1992  has  been  a  down  year  for  commodities,  and 
there  is  little  expectation  that  prices  uill  recover  anytime 
soon.  In  addition  to  the  spot  price  declines,  many  of  the  2 1 
goods  composing  the  Commodity  Research  Bureau's 
futures  index  (which  measures  expectations  of  future  price 
levels)  are  also  showing  big  declines.  For  example,  the 
price  of  the  grains  component  fell  6%  during  the  last  three 
months.  And  precious  metals — gold,  silver  and  plati- 
num— are  among  the  hardest-hit  items  in  the  CRB  indexes 
of  futures  prices. 

This  is  excellent  news  on  the  inflation  front,  but  does  it 
also  signal  that  the  budding  economic  recover}'  isn't 
sustainable.'  Not  according  to  C.J.  Lawrence  Inc.  chief 


economist  Edward  Yardeni,  who  is  encouraged  by  the 
relative  firmness  in  prices  for  raw  industrial  commodities 
such  as  base  metals  and  rubber.  According  to  Yardeni, 
demand  for  such  commodities  typically  increases  at  the 
start  of  a  recovery. 

One  variable  that  economists  like  Yardeni  must  now 
factor  into  their  predictions  is  the  increasing  amount  of 
government  regulation  of  key  commodities.  Lumber  and 
copper,  for  instance,  owe  their  strength  not  to  demand- 
related  market  forces  but  to  the  difficulty  those  industries 
have  in  producing  a  finished  product.  Regulation  may 
soon  be  playing  a  bigger  role  in  determining  the  supply  of 
gasoline  (see  below,  left). 


Commodity  spotlight 


July  Gasoline  (cents  per  gallon] 
68 


10/91 


12/91 


2/92 


4/92 


Cash  and  futures  prices 


Spot  indexes 

Futures  indexes 

Index' 

Value 

3-mo  change 

lndex° 

Value 

3-mo  change 

All  commodities 

243.95 

3% 

CRB  index 

206.18 

-2% 

Raw  industrials 

279.90 

6 

Precious  metals 

223.56 
224.02 
200.09 
175.60 

-5 

Metals 

Textiles 

Foodstufts 

264.25 
229.31 
199.86 

6 

7 

-2 

Industrials 
Grains 
Livestock  &  meat 

1 

-6 

0 

Spot  commodity  prices 


Futures  prices 


Unlike  crude  oil,  which  is  abundant, 
gasoline  supplies  could  come  up 
short.  Why.'  Environmental  prob- 
lems. There  hasn't  been  a  major  new 
refinery  built  in  the  U.S.  since  1977, 
says  James  Nevler  of  New  York's 
Commodity  Research  Rurcau.  In- 
deed, some  older  retineries  may  be 
forced  to  close  if  they  fail  to  meet  new, 
tougher  environmental  standards. 

Note:  All  prices  as  of  4/27/92.  Composed  of  13  commodities.  'Composed  of  tfie  13  raw  industrial  commodities  plus  10  foodstuffs.  '  GoW,  pUtinum  and  sit»«r.  Xomposeo  ot  ^i 
commodities.  ""Prices  from  10/1/91  througfi  4/27/92   'Base  for  soot  and  futures  indexes  (1%7^  100)  Source  Knigfif-Ridder  CommodiN  Research  Butmu. 
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Steel  scrap  (short  ton) 

$91.95 

3% 

July  platinum  (troy  oz) 

$342.50 

-4% 

Copper  scrap  (pound) 

0.85 

4 

July  crude  oil  (t>drrel) 
July  copper  (pound) 

20.35 

1.00 

5 

Print  cloth  (sq  yard) 

0.78 
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2 

Corn  (bushel) 
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-5 
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10 
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Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 
The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gi\  es 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 
Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 
goals. 

This  guide  also  includes  a  director\^ 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
330  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  Vie 
Charles  Schwab  Guide  to  Selecting 
a  Financial  Advisor 

'Charles  Schwab  &  Co..  Inc.  does  not  endorse  or 
recommend  any  particular  advisor  None  of  these  Financial 
.Advisors  are  emplovvd  by  Charles  Schwab  &  Co.,  Inc. 

Call  now,  toll-free: 

800-442-5111  ext.  310 


Charles  Schwab 


Member  SIPC/New  Yof  k  Stock  Exchange.  Inc        C  1992  Charles  Schwab  &  Co .  Inc        All  Rights  Reserved 
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EDITED  BY  SUZANNE  DUVER 


Are  you  a  timid  bear— worried  about  the  market  but 
afraid  to  sell  short?  Try  shorting  mutual  funds. 

Funds  for  bears 


Some  investors  are  making  money 
on  the  Scudder  Japan  Fund,  even 
though  it  has  sunk  1 8%  so  far  this  year. 
How?  By  short-selling  the  fund 
through  the  San  Diego- based  broker 
Jack  White  &  Co.  Jack  White's  cus- 
tomers have  $25  million  in  short  posi- 
tions in  funds. 

For  hmd  bears,  Fidelity  Invest- 
ments is  the  only  other  game  in  town. 
Fidelity's  offerings,  however,  are  lim- 
ited to  10  Fidelity  Select  funds, 
whereas  Jack  White  offers  about  100 
mutual  funds. 

Why  short  a  fiind?  You  may  be 
convinced  that  a  sector  of  the  market, 
or  a  style  of  investing,  has  come  to  the 
end  of  its  string  without  being  sure 
that  any  individual  stock  is  headed 
downward.  Or  you  may  simply  want 
to  reduce  your  risk  by  hedging  against 
a  decline  in  the  market  or  in  a  particu- 
lar group. 

As  with  short  positions  in  individ- 
ual stocks,  if  you  short  a  fimd  your 
potential  gain  is  limited  to  100%  of 
the  position's  starting  value,  while 
your  potential  loss  is  unlimited.  But 
shorting  a  fund  is  somewhat  less  risky 
than  shorting  an  individual  stock  be- 
cause a  huge  loss  in  a  shorted  fimd  is 
much  less  likely  than  in  a  single  stock. 
Stocks  sometimes  double  or  triple  in 
the  space  of  a  few  months.  Probably 
no  fluid  has  done  that. 

Investors  have  always  been  able  to 


short  closed-end  funds,  which  trade 
on  stock  exchanges.  But  the  mutual 
fund  universe  is  far  broader  and  far 
more  diverse. 

Here  the  Fidelity  choices  as  well  as 
the  several  non-Fidelity  sector  fiinds 
available  for  shorting  at  Jack  White 
are  especially  useflil  to  prospective 
short-sellers.  Sector  fiinds  enable  a 
short-seller  to  pinpoint  industries. 

But  selling  short  is  cheaper  at  Jack 
White  than  it  is  at  Fidelit}'.  Fidelity's 
commission  on  a  $5,000  mutual  fund 
short  sale  would  be  $88.50  each  way, 
the  same  as  on  a  shorted  closed-end. 
At  Jack  White  the  cost  would  be  $27 
each  way. 

First,  let's  look  at  how  short  sales 
work.  As  a  short-seller  of  listed  stock, 
you  are  liable  for  increases  in  the  price 
of  the  stock  and  also  for  dividends 
declared  on  the  stock.  Similarly,  ftind 
short-sellers  owe  the  broker  any  dis- 
tributions that  go  ex  during  the  time 
they  are  short. 

When  you  short  $5,000  worth  of  a 
stock,  your  broker  borrows  the  shares 
(usually  from  another  customer)  for 
delivery  to  the  person  who  bought  the 
stock  you  sold  short.  Your  broker 
holds  the  proceeds  of  the  sale — 
$5,000 — as  collateral  and  asks  you  to 
put  up  another  $2,500  to  protect  him 
in  case  the  trade  goes  against  you. 

You  can  put  the  $2,500  into  some- 
thing like  Treasury'  bills  and  keep  the 


interest.  Who  gets  the  interest  on  the 
$5,000?  Logically,  you  should  get  it, 
and  a  high-rolling  short-seller  would 
indeed  get  much  of  the  interest. 
However,  it  is  customar\'  on  Wall 
Street  to  sting  small  short-players  out 
of  the  interest  on  the  sale  proceeds. 
Both  Fidelit)'  and  Jack  White  follow 
the  custom. 

Before  going  short  a  Fidelit\'  sector 
or  other  fund,  therefore,  understand 
that  you  will  be  paying  quite  high 
transaction  costs,  stacking  the  deck 
against  you  in  what  is  ahead)'  a  prett)' 
risky  business. 

Risky  or  not,  this  is  an  interesting 
new  service.  Customers  have  S6  mil- 
lion in  outstanding  short  positions  at 
Fidelity.  Fidelity's  most  popular  short 
is  the  Fidelit}'  Select  Biotechnology' 
Portfolio,  which  is  down  24%  so  far 
this  N'ear,  rewarding  shorts  nicely. 

If  you  are  interested  but  put  off  by 
Fidelit\''s  relatively  high  charges,  try 
discount  broker  Jack  W^ite.  There 
you  can  short  the  Financial  Strategic 
Health  Sciences  Fund,  down  18%  this 
year.  For  nearly  ever\'  sector  hind  you 
can  short  through  Fidelity',  there  is  a 
similar  fiind  to  short  at  Jack  WTiite.  In 
lieu  of  Fidelit\''s  Select  American 
Gold  Portfolio,  for  instance.  Jack 
White  customers  can  short  Lexington 
Gold  Fund.  One  of  the  largest  short 
positions  at  Jack  WTiite  is  in  the 
Berger  100  Fund,  whose  average  P/E 
of  30  is  50%  higher  than  that  of  the 
S&P  500.  This  short  is  a  good  play  for 
people  who  think  the  growth  stock 
bubble  will  burst. 

A  bit  of  advice  for  bearish  readers:  If 
you  are  bearish  on  the  whole  market, 
forget  about  shorting  fimds.  Instead, 
short  an  S&P  500  contract  on  the 
futures  exchange.  Thanks  to  the  con- 
stant activit)'  of  arbitragers,  these  fii- 
tures  are  priced  in  such  a  way  that  you 
effectively  lose  no  interest.  Round- 
trip  conimissii>n  on  one  $205,000 
contract:  only  S32.  -S.O.  ^ 
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Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  U.S.  Govern- 
ment Securities  Fund,  including  charges  and 
expenses.  I  will  read  it  carefully  before  I 
invest  or  send  money. 


I  am  currently  a  Franklin  shareholder. 


Name 


ress 


Franklin 

BELIEVED 

IN   A   GOVERNMENT   OF 

THE    HIGHEST   QUALITY. 


Today,  the  Franklin  U.S. 
Government  Securities  Fund 
stands  out  as  a  quality  invest- 
ment if  you  seek  high  current 
income  and  high  credit  safety. 

This  professionally  managed 
fund  of  predominantly  Ginnie 
Mae  securities  offers  you: 

♦  Monthly  dividends. 

♦  U.S.  government  securities 
that  are  among  the  highest 
yielding  on  the  market. 

♦  Securities  that  carry  the  full 
faith  and  credit  of  the  U.S. 
government  as  to  the  time- 
ly payment  of  principal  and 
interest.^ 

Fact  is,  this  is  one  of  the 
largest  government  securi- 
ties mutual  funds  in  the  world. 

Call  Franklin  today. 

1-800-342-FUND 
EXT      1338 


City/State/Zip 


Davtime  Phone 


KOB9-2 
1338 


Franklin     Distributors,    Inc. 

Member  S57  Billion  Franklin  Group  of  Funds*  777  Mariners  Island  BKd..  San  Mateo.  CA  94404-1585 


t  Individual  securities  owned  by  the  fund,  but  not  shares  of  the  fund,  are  guaranteed  by  the  U.S.  government.  Yield  and  share  price  will 

van  with  niarkt>t  conditions. 


THE  FUNDS 


Fund  manager  John  Robinson  spent  four  uneventful 
decades  buying  stocks  that  just  barely  kept  up 
with  the  market.  Then  he  hit  on  something. 

Productivity 
play 


By  Mary  Beth  G  rover 

Is  THKRE  SOME  WAY  to  catch  a  favor- 
able earnings  trend  before  it  is  well 
under  way?  John  Robinson,  manager 
of  the  Minneapolis-based  General  Se- 
curities Fund,  aims  to  do  that  with  an 
investment  style  that  pays  close  atten- 
tion to  efforts  by  corporations  to 
boost  the  productivity  of  their  work- 
ers, either  by  trimming  staff  or  by 
reducing  manufacturing  defects. 

Of  course,  all  corporations  aim  for 
productivit)'  gains.  But  Robinson  says 
that  by  looking  for  producers  with  the 
most  fenent  efforts,  he  stands  a  good 
chance  of  catching  a  spurt  in  earnings 
before  the  market  has  flilly  recog- 
nized it. 

Among  the  stocks  Robinson  has 
bought  with  this  philosophy  have 
been  Motorola,  which  has  sharply  cut 
defect  rates  in  its  manufacturing  lines; 
Air  Products  &  Chemicals,  which  has 
nearly  doubled  sales  per  employee 
over  the  past  five  years;  and  Solectron, 
a  circuit  board  assembler  that  has 
received  product  qualit)'  awards  from 
such  demanding  suppliers  as  IBM  and 
Apple  Computer. 

The  productivity  play  is  no  barn- 
burner, but  it  seems  to  work.  In  the 
last  three  years  that  Robinson  has 
been  running  the  fund  this  way,  he 
has  averaged  a  compound  annual  re- 
turn of  16%,  ()\cr  a  point  ahead  of  the 
market. 

Alas,  this  modest  success  has  come 
to  the  70-year  old  Robinson  rather 
late  in  his  career.  Hven  now ,  his  fund 
has  a  tiny  $26  million  in  assets,  scarce- 
ly enough  to  ciner  its  costs.  Robin- 
son, who  ma\  well  be  the  longest 
runiiinu,  fund  ni.m.mer  siill  in  otiice, 
founded  Cicneral  Securities  41  years 
ago,  three  years  before  lohn  Temple- 


ton  started  his  now  famous  fiind  oper- 
ation. Since  then,  the  Templeton 
group  and  the  fund  industry  in  gener- 
al  have   enjoyed  explosive   growth. 
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John  Robinson  of  General  Securities  Fund 
Forty  years  later,  a  breakthrough. 


Robinson's  fimd,  though,  has  mud- 
dled along,  never  attracting  much 
attention  or  landing  at  the  top  of  any 
performance  chart. 

For  most  of  General  Securities'  ex- 
istence, Robinson  pursued  a  conser- 
vative strategy  of  buying  stocks  near 
the  low  end  of  their  historical  P  Fs.  In 
the  past  15  years  that  system  landed 
the  fund  in  the  middle  of  all  growth 
and  income  funds  but  nonetheless 
behind  the  market.  The  fund's  small 
size  and  consequent  high  expense 
ratio  (axeraging  l.S%)  didn't  help. 
Robinson  might  have  long  since  told- 
ed  the  t)per.uion  if  not  for  a  successful 
sideline  as  owner  ot  the  Minneapt>lis 
brokerage  Craig  Halliun,  Inc. 

Robinson    became    interested    in 


productivity'  in  1984  while  sersing  as  a 
director  of  Sheldahl,  an  electronics 
supplier  to  Ford.  "They  said  if  we 
didn't  become  a  just-in-time  manu- 
facturer, we  probably  wouldn't  be  a 
supplier  to  Ford  in  five  years,"  Robin- 
son recalls.  The  ultimatum  forced 
Sheldahl  to  work  with  much  smaller 
inventories  and  to  cut  defect  rates. 
This  tonic  boosted  Sheldahl's  cash 
flow  (net  income  plus  depreciation » 
44%  from  1985  to  1987. 

The  experience  inspired  Robinson  to 
buy  Motorola,  now  his  fiand's  second- 
largest  holding.  Over  the  past  five  \ears 
the  maker  of  cellular  phones  and  com- 
puter chips  has  nearly  doubled  sales  per 
employee  and  cut  errors  in  manufactur- 
ing from  6,200  per  million  to  a  mere  40 
per  million  as  engineering  and  manu- 
facturing departments  collaborated 
early  on  new  designs.  Motorola  recent- 
ly traded  at  7978,  or  23  times  trailing 
earnings.  Robinson's  average  cost  on 
the  stock  is  S50. 

Says  Robinson,  "In  the  old  days,  up 
to  20%  of  a  company's  product  would 
be  defective  and  have  to  be  reworked. 
Gross  margins  will  go  up  if  a  company 
is  making  fewer  bad  products."  And, 
assuming  that  o\erhead  is  not  going 
up,  that  means  increased  profits. 

Solectron,  the  supplier-pleasing 
circuit  board  assembler,  has  increased 
its  inventor)'  turns  from  4.3  times  a 
year  in  1987  to  7.5  times  in  1991,  and 
its  net  margin  from  2.5%  to  3.5%. 
Solectron's  stock  price  has  climbed 
from  Robinson's  average  cost  of  S4  to 
a  recent  26%,  or  26  times  earnings. 

Currently  Robinson  is  bming  just 
one  stock,  S3. 8  billion  (revenues)  Na- 
tional Medical  Enterprises.  At  a  re- 
cent 15%,  this  hospital  operator  is 
down  37%  from  its  52 -week  high. 
National  Medical  is  t>ing  bonuses  for 
hospital  administrators  to  the  success 
of  patient  care.  The  company  has 
S200  million  in  cash  and  recently  sold 
at  just  1.5  times  bcx^k  \alue  and  10 
times  trailing  earnings. 

There  are  plcnt>  of  companies  with 
prospects  tor  more  dramatic  gains  in 
sales  per  employee  than  Motorola  or 
National  Nledical — companies  like 
Microsoti  M\d  WalMart,  that  is.  But 
their  accomplishments  arc  much 
mcMC  \  isible  and  the  stivks  are  already 
premium  priced.  Robinsi>n's  game  is 
to  go  for  more  mixiest  success  stories 
but  «et  there  earlv.  ^ 
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"With  generations  of  employees  counting  on  us, 
we  can't  settle  for  mediocrity.  That's  why  our 


pension  managers  hedge  with  CBOT  Treasury 
futures.  Very  stable  results.  Very  positive!' 


\ 
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Marc  L  ^mer 
Chief  Financial  Officer 
R.D.  ^merCo.,  Inc. 


Generations  of  Werners  have  built  the  biggest  ladder  company  in  the  world.  But  its  the  generations  of 
famiHes  Werner  employs  that  make  it  strong.  So  it's  no  wonder  that  Werner  plans  its  pension  fund  for  long 
term  performance.  That's  why  their  fund  managers  control  portfolio  risk  with  CBOT  Treasury  futures.  Not 
only  does  this  give  them  superior  results,  but  also  the  benefits  of  ". . .  expediency,  flexibility  and  lower  costs." 
Concludes  Marc  Werner,  'The  difference  we  see  in  our  lx)ttom  line  pension  results  is  quite  substantial." 

For  literature  on  how  CBOT  Treasury  futures  can  impact  vour  ^»    C^W  E3       m-I     #T     tA 

bottom  line,  call  1-800-THE-CBOT,  ext.  6001,  or  1-312-435-3558,  W   ^HlCagO  DOdm  OT  iraOG 

ext.  6001. 
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EXPERIENCE: 


One  of  the  ways  GE  Capital  brings  good  things  to  life. 


VV  hen  you're  looking  for  a 
financial  partner,  you  want 
someone  who  understands 
your  business.  Someone  with 
the  experience  to  recognize 
problems  and  opportunities. 

Someone  like  GE  Capital. 
We're  part  of  GE,  one  of  the 
world's  largest,  most  diversified 
corporations.  And  chances  are 
good  we  know  your  business 
because,  since  our  start  in  1932, 
we've  developed  in-depth 
expertise  in  dozens  of  industries. 

So  while  other  lenders  are 
trying  to  figure  out  what  your 
business  is  all  about,  we're  busy 
putting  a  program  together. 
Working  hard  to  find  innovative 


When  Operation  Desert  Storm  began,  the 
U.S.  had  to  ship  vast  amounts  of  materiel 
^         to  the  Middle  East  On  very  short 
/^  ^^  notice  major  U.S. 

Jt     '   ^^  W  ^^  to  shipping  lines 
^  ^  "^P^_^  A        ^  were  asked  to 
^     assemble 
thousands  of 
containers.  They 
called  on  Genstar, 
a  GE  Capital 

f      ^.^  ^tk-di/^  SSnr^tf'  the  world's 
^  ^largest  marine 

mtainer  leasing 
ipany. 
fe  responded 
ickly  with  an 
extraordinary 
'5.000  forty  ft. 
ntainers. 


When  growth-minded  businesspeople 
need  to  acquire  the  latest  equipment  — 
anywhere  in  the  world  —  GE  Capital 
Commercial  Equipment  Financing 
comes  through.  When  a  group  of 
German  doctors  needed  radiology 
equipment  to  set  up  a  clinic  in  what 
used  to  be  East  Germany,  GE  Capital 
provided  the  DM  6.9  million  they  needed. 


ways  to  make  it  all  happen. 

Putting  our  experience  to 
work  for  customers  has  helped 
make  us  one  of  the  world's 
foremost  financial  senices 
companies,  with  $80.5  billion 
in  assets.  We  are  North 
America's  largest  equipment 
lessor.  Tlic  world's  largest 
issuer  of  third-party  credit 


cards.  The  number  one  name 
in  mortgage  and  debt  security 
insurance.  And  a  leader  in 
project  finance  and  equipment 
management . 

Experience.  Reliability. 
Creati\ity.  Qualities  that  have 
helped  GE  Capital  bring 
financial  solutions  to  life  for 
nearly  60  )ears.  Give  us  a  call  at 
1-800-243-2222  to  find  out  how 
we  can  help  you. 

Seeking  to  refinance  S76  million  in 
turnpike  bonds,  the  State  of  New 
Hampshire  put  together  a  fixed/variable 
rate  structure  combining  Dutch  auction 
and  residual  interest  bonds.  This 
enabled  them  to  sell  the  debt  at  variable 
rates  without  Interest  rate  risk.  To 
increase  the  bonds' value,  the  state 
needed  a  guarantor  skilled  in 
evaluating  its  credit-worthiness  as  well 
as  the  complexities  of  such  relatively 
new  structures — at  a  competitive  price. 
One  insurer  met  these  criteria:  GE  Capital 
subsidiary  Financial  Guaranty 
Insurance  Company. 


GE  Capital 

We  bring  good  things  to  life. 
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MONEY  a  INVESTMENTS 


For  retirement  portfolios  a  mix  of  medium-term  bonds 
and  value  stocks  makes  sense  right  now— the  precise 
mix  depending  upon  your  circumstances. 

Planning  for 
retirement 


BY  DAUID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  LP., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


"How  SHOULD  I  plan  for  my  retire- 
ment?" is  a  question  that  we  in  the 
money  management  trade  are  asked 
frequently.  Although  ever\'  case  is  dif- 
ferent, I  have  over  the  years  formulat- 
ed some  useful  tips. 

One  of  the  most  common  queries  is 
whether  you  should  dig  into  capital  or 
live  entirely  on  your  investment  in- 
come and  other  retirement  benefits. 
The  answer  depends  in  part,  of 
course,  on  what  obligation  you  feel  to 
your  heirs,  but  as  a  general  rule  I 
recommend  digging  into  capital  if 
that  is  necessary  to  maintain  the  stan- 
dard of  living  you  were  enjoying  at 
retirement.  What  the  heck.  If  you  are 
65  and  nick  your  capital  by  5%  a  year 
or  even  a  little  more,  you're  probably 
not  going  to  live  long  enough  to  leave 
your  heirs  bereft,  and  you  do  live  only 
once.  Playing  Scrooge  doesn't  reduce 
anxiety  levels  or  make  the  retirement 
years  any  happier. 

Making  this  first  decision — wheth- 
er to  invade  capital — makes  the  next 
decision  easier.  That  is:  What  propor 
tion  of  your  retirement  capital  should 
you  keep  in  stocks,  fixed  income  and 
cash.  If  circumstances  make  you  de- 


cide to  eat  into  capital,  I  would  rec- 
ommend keeping  a  good  part  of  your 
capital  in  bonds  and  cash  equivalents; 
this  way  you  maximize  current  in- 
come and  reduce  the  amount  you 
need  to  take  from  capital  every  year. 

Notwithstanding  this,  if  it  is  at  all 
possible,  I  would  keep  a  minimum  of 
25%  in  good  value  stocks  with  reason- 
able yields,  both  as  a  hedge  against 
inflation  and  to  provide  capital  appre- 
ciation over  time. 

A  major  mistake  many  folks  make  is 
to  tr>'  to  get  greater  returns  by  increas- 
ing their  risk  level — at  times,  enor- 
mously. Ask  any  100  retirees  if  they 
should  put  their  capital  into  lottery' 
tickets  and  you  will  get  100  votes  to 
commit  you  to  the  fiinny  farm.  Yet  ask 
the  same  100  if  they  will  roll  the  dice 
on  highly  speculative  stocks  to  tr\'  and 
enhance  their  net  worth,  and  a  fair 
number  will  answer  positively. 

They  are  violating  a  cardinal  rule, 
which  is:  Never  put  your  nest  egg 
itself  in  jeopardy.  This  is  particularly 
true  with  interest  rates  at  15 -year 
lows.  Many  investors  arc  tempted  to 
move  into  riskier  securities  because  of 
the  low  payout  on  bank  accounts  and 
c:ds.  Playing  the  iros  or  the  biotechs 
in  the  hope  of  eventually  bagging 
higher  income  will  prove  every  bit  as 
devastating  as  it  was  for  the  unfortu- 
nate retirees  who,  a  few  years  back, 
bought  Charles  Keating's  American 
Continental  (x)rp.  debentures  in  or- 
der to  get  marginally  higher  rates. 

In  this  same  spirit  of  not  taking 
undue  risks,  I  advise  in  the  current 
environment  that  you  keep  your  bond 
maturities  relatively  short — four  years 
or  under — so  as  to  minimize  the  dan- 
ger of  taking  a  big  hit  from  rising 
interest  rates.  I  am  convinced  that 
today's  low  interest  rates  are  a  tempo- 


rary' phenomenon  brought  on  by  the 
all  too  slowly  improxing  economy  in 
an  election  year.  As  the  business  pick- 
up accelerates,  rates  could  move  high- 
er, perhaps  dramatically.  Staying  in 
low-yielding  short-term  bonds  is 
painful,  but  when  rates  rise,  you  won't 
be  locked  into  low-yielding  bonds  at  a 
big  loss  to  market.  By  keeping  maturi- 
ties fairly  short,  in  18  to  24  months 
you  will  be  in  a  position  to  go  long  at 
much  better  yields  than  today's. 

Following  my  advice  might  force  a 
retired  person  to  dig  into  capital, 
given  today's  relatively  low  interest 
rates,  but  would  in  the  longer  run 
protect  capital. 

In  any  case,  you  will  also  want  some 
equities  in  your  retirement  portfolio. 
Here  are  a  number  of  \alue  stocks  that 
should  do  the  job  nicely: 

American  General  (45)  is  a  major 
life  insurer  whose  conserxative  invest- 
ment approach  has  avoided  the  real 
estate  and  junk  bond  problems  that 
have  plagued  the  industry'.  Earnings 
should  increase  about  10%  this  year 
and  show  a  similar  growth  rate  in  the 
foreseeable  fijture.  The  stock  has  a  P/F. 
of  10  and  yields  4.8%. 

First  Chicajjo  (31)  was  the  nation's 
llth-largest  bank  at  year-end.  It  has 
put  major  restructuring  charges  and 
real  estate  writeoff's  behind  it,  so  earn- 
ings should  now  move  up  to  the 
$2.75-a-share  range  this  year,  with 
another  substantial  gain  in  1993.  Hirst 
Chicago  trades  at  a  P/F  of  1 2  on  1992 
estimates  and  yields  3.8%. 

Ohio  Casualty  (49)  is  one  of  the 
best  managed  of  the  domestic  proper- 
t\'/casualt\'  companies.  The  stock 
trades  at  a  P/K  of  7  and  yields  5.4%. 

Old  Republic  International  (19) 
underwrites  and  markets  specialized 
forms  of  propert)/casualt)',  life,  dis- 
ability' and  title  insurance,  primarily  to 
large  financial  ser\'iccs  and  industrial 
companies.  Earnings  have  shown  a 
better  than  10%  growth  rate  in  the 
past  five  years,  which  is  likely  to 
continue.  ORJ  trades  at  a  P/F  of  7 
and  yields  1 .8%. 

Royal  Dutch  {S3)  is  the  largest  and 
best  run  of  the  internationals.  Moder- 
ately higher  oil  prices  and  rising  profits 
from  chemical  operations  should  re- 
sult in  income  comparisons  beginning 
to  improve  in  the  latter  part  of  the  year. 
Rn  trades  at  a  p/f  of  16  on  depressed 
1 99 1  results  and  viclds  5%.  ■■ 
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To  those  who  listened  closely,  Warren  Buffett  last  month 
gave  away  the  great  secret  of  his  investment  success. 


Be  a  tiger, 
not  a  hen 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


As  AN  INVESTOR,  you  haven't  lived 
until  you've  been  to  Omaha  to  attend 
one  of  Warren  BufFett's  famous  Berk- 
shire Hathaway  annual  meetings.  I 
made  the  pilgrimage  last  month,  along 
with  2,000  others  of  the  faithflil. 

The  attendees  were  most  interested 
in  Buffett's  views  on  the  stock  market 
("not  cheap,"  he  said)  or  individual 
companies'  prospects  (he  refused  to 
say).  But  most  of  them  seemed  to  miss 
the  Prophet's  most  meaningful  ad- 
vice, given  in  an  offliand  remark.  The 
wisdom  of  that  advice  was  anything 
but  ofthand  or  insignificant. 

Buffett  said  his  almost  incredible 
long-term  success  can  be  traced  to  a 
handful  of  decisions.  Take  away  his  15 
best  decisions  among  hundreds  and 
his  long-term  performance  would  be 
no  better  than  mediocre. 

Think  about  that.  The  meaning  is 
that  investors  need  to  avoid  the  temp- 
tation always  to  be  doing  some- 
thing— getting  in  and  out  of  the  mar- 
ket, scalping  a  few  points  here  and 
there,  changing  their  minds  with  ev- 
er)' new  headline  or  expression  on 
some  anchorperson's  face.  They 
should  concentrate  on  finding  truly 
great  opportunities.  Since  these  come 


along  rarely,  you  don't  find  them 
through  frenetic  activity.  You  find 
them  through  careful  study  and  then 
through  exercising  patience. 

If  I  may  use  a  zoological  analog)', 
the  t\'pical  investor  is  like  a  hen  scurry- 
ing about  for  food,  while  BufFett's 
successfiil  investor  acts  more  like  a 
tiger,  spending  countless  hours  pa- 
tiendy  poised  to  pounce,  when  and  if 
suitable  prey  wanders  into  view. 

What's  true  for  Buffett  also  has 
been  the  case  for  other  great  inves- 
tors. Take  the  long-term  performance 
of  the  legendary  Benjamin  Graham — 
for  whom  Buffett  once  worked  and 
whose  fundamentalist  assets-and- 
earnings  tradition  Buffett  keeps  alive. 
Just  one  truly  great  decision  made  all 
the  difference  in  his  career:  His 
Graham-Newman  Corp.  purchased  a 
large  posidon  in  Geico  stock.  This 
purchase  represented  about  25% 
of  Graham-Newman's  assets,  and 
Geico's  stock  subsequently  skyrock- 
eted. Graham  probably  wouldn't 
have  beaten  the  market  over  his  life- 
time without  it. 

Or  take  the  performance  of  Martin 
Zweig's  Zwei0  Forecast.  It  is  one  of 
the  top -performing  advisory  letters 
among  those  my  Hulbert  Financial 
Dijjest  tracking  service  has  monitored 
since  mid- 1980,  with  a  total  return  of 
630%,  as  compared  with  the  Wilshire 
5000's  total  return  of  433%.  Filter  out 
Zweig's  performance  during  the 
crash  of  1987,  however,  and  the 
Zwcifi  Forecast  is  not  ahead  of  a  buy- 
and-hold  portfolio  over  the  last  12 
years.  He  was  decisi\ely  right  on  this 
one  occasion,  and  it  alone  w  as  enough 
to  lift  him  above  the  crowd. 

On  the  dav  of  the  1987  crash, 
Zweig  had  1%  of  his  model  portfolio 
invested  in  an  index  put  option, 
w  hich,  of  course,  climbed  steeply  as 


the  market  plunged.  For  the  month  of 
October  1987,  I  calculate  that  his 
portfolio  gained  20%,  in  contrast  to 
the  market's  23%  loss.  If  October 
1987  had  never  happened,  the  market 
would  have  beaten  Zweig  by  a  591% 
to  508%  margin  over  the  last  12  years. 

I'm  not  saying  this  to  put  Zweig 
down,  any  more  than  I  would  be 
putting  Buffett  down  by  saying  that 
he  doesn't  beat  the  market  ever\' 
month  or  every  quarter  or  even  every 
year.  My  point  is  simply  that  you  have 
to  be  right  only  once  in  a  while,  if  on 
those  occasions  you  are  resoundingly 
right.  As  Benjamin  Graham  wrote  as 
he  reflected  on  the  debt  he  owed  to 
Geico,  "One  supremely  shrewd  deci- 
sion. .  .  may  count  for  more  than  a 
lifetime  of  journeyman  efforts." 

Could  it  be  that  Zweig's  (or  Gra- 
ham's or  Buffett's)  handful  of  market- 
beating  decisions  turned  out  well  sim- 
ply by  luck.'  Graham  admitted  in  Tlie 
Intelli£ient  Investor  that  it  is  possible 
that  great  long-term  perform.ince  is 
the  result  of  a  lucky  break  instead  of  a 
great  decision.  But,  he  went  on  to 
argue,  it  probably  is  impossible  to 
differentiate  between  them,  and  the 
distinction  isn't  all  that  significant 
anywa\'.  The  important  thing,  Gra- 
ham beheved,  is  that  "behind  the 
luck,  or  the  crucial  decision,  there 
must  usually  exist  a  background  of 
preparation  and  disciplined  capacit)'. 
One  needs  to  be  sufficiently  estab- 
lished and  recognized  so  that  these 
opportunities  will  knock  at  his  partic- 
ular door."  As  the  old  saying  goes, 
"the  harder  I  work  the  luckier  I  get." 

Buffett  put  it  this  way  at  the  Berk- 
shire Hathaway  meeting:  An  in\estor 
should  act  as  though  he  had  a  lifetime 
"decision  card"  with  just  20  punches 
on  it.  With  even  investment  decision 
his  card  is  punched,  and  he  has  one 
fewer  available  for  the  rest  of  his  life. 
In  that  way  we  are  forced  to  concen- 
trate on  looking  for,  and  waiting  for, 
the  truly  great  investment  opponuni- 
ties  that  ctMne  along  only  rarely. 

Too  many  in\estors  iixlay  arc  so 
obsessed  w  ith  the  ver)-  short  term  that 
thev  wiHildn't  know  a  great  long- 
term  opportunity  even  if  it  screamed 
in  their  face.  1\>  switch  metaphors 
again,  thev  are  so  inxoKed  in  having 
one  night  stands  that  they  mi.'vs  out 
on  the  chance  for  truly  profound 
long  term  relationships.  Hi 
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America's  at  work  with  Packard  Bell. 


WTierevcr.  Whenever.  The  job  gets  done. 

The  Packard  Bell  386SX /20  Notebook  computer  helps. 

With  power,  features,  connectivit\',  all  the  capabilities  of  a 

desktop  computer.  All  Packard  Bell  capabilities  are  there,  too. 

Superior  qualit)'.  Remarkably  responsive  service. 

World  class  technical  supp)ort.  None  better. 

PACKARD  BELL  ^ 

America  grew  up  listening  to  us.  It  still  does. 


Coqwratc  Headquarter:  9425  Canoga  .\ve.,  Chatsuorth,  CA  91311     1-818-886-0400 
USA  Canada  United  Kingdom  Germany  Italy  Japan  Netheriands  France 
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The  health  care  stocks  revelled  in  a  subsidized  market. 
The  subsidies  are  drying  up.  Look  out  below! 


symptoms 


BY  A.  GARY  SHILLING 


A,  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  nevi/sletter  covering  the  business 

outlook  and  investment  strategy. 


Institutional  favorite  Merck  &  Co. 
is  down  16%  from  its  Januar)'  peak.  T2 
Medical,  Inc.  is  off  over  50%  this  year. 
But  you  haven't  seen  anything  yet. 
The  bear  market  in  health  care  stocks 
is  only  beginning.  Investors  have  only 
just  started  awakening  to  the  big 
changes  going  on  in  the  business. 

With  fee -for- service  pricing,  health 
care  is  the  ultimate  cost-plus  scheme. 
It  pushed  medical  costs  from  9%  of 
c;ni'  in  1980  to  14%  this  year.  The  big 
pharmaceutical  companies  have  been 
masters  at  raising  prices  to  take  advan- 
tage. Merck's  net  income  rose  from 
11.2%  of  sales  in  1960  to  23.2%  in 
1990,  and  Eli  Lilly  &  Co.  enjoyed  a 
jump  from  1 0.6%  to  2 1 .7%.  In  the  last 
decade  prescription  drug  prices  have 
risen  two  thirds  more  than  the  en. 
No  wonder  that  6  of  the  1 3  industrials 
with  AA,\  Moody's  ratings  are  drugs. 

Was  all  that  margin  gain  needed 
to  support  R&n?  Apparently  not. 
Merck's  R&n  as  a  percent  of  sales  grew 
much  less,  from  9.7%  in  1960  to 
11.1%  in  1990,  and  I  .illy's  from  1 1 .2% 
to  13.5%.  Net  profit  margins  for  the 
Standard  &  Poor's  drug  index  aver- 
aged   16.8%  in   the   last  five  years, 


compared    with    4.8%    for    another 
heavy  R&D  spender,  semiconductors. 

But  the  worm  is  turning.  The  old 
pay-anything-for-a-cure  attitude  is 
fading.  Those  who  pay  the  climbing 
bills — government,  business  and  in- 
dividuals— are  fed  up.  At  the  same 
time  the  explosion  of  expensive,  life- 
prolonging  technology'  is  being  chal- 
lenged by  concerns  over  the  qualit\'  of 
life  it  bestows.  Is  it  worth  bankrupting 
your  family  so  you  can  spend  some 
extra  time  bedridden  and  on  life  sup- 
port? Many  now  answer:  no. 

What's  coming.^  It  could  be  Cana- 
dian-style universal  health  insurance. 
Could  be  the  nascent  Cleveland 
Health  Quality  Choice  plan  in  which 
big  and  small  business  have  united  to 
set  standards  for  qualit)'  and  costs,  and 
will  steer  employees  to  those  provid- 
ers that  make  the  grade.  Regardless  of 
where  we  end  up,  the  current  ineffi- 
cient system  is  going  to  go  and  with  it 
the  extraordinarily  high  profit  mar- 
gins of  the  drug  companies. 

My  clients  are  short  the  drugs  stocks 
as  well  as  stocks  of  the  skimmers,  those 
providers  that  make  a  killing  by  oper- 
ating efficiently  under  the  price  um- 
brella that  government  and  insurers 
hold  over  the  ver\'  inefficient  volun- 
tary hospitals.  Outpatient  surgical 
centers  like  Surgical  Care  Affilintes 
(r/H,  49,  using  recent  price  and  earn 
ings  over  the  last  12  months)  and 
Medical  Care  International {? /V.^  33) 
fit  this  categorv'.  So  do  home  infiision 
providers,  such  as  72  Medical,  (P/F, 
27)  and  Critical  Care  America,  with 
an  above  market  p,  i:  of  33  even  after  its 
35%  stock  nosedive  this  vear;  rehabili 
tators,  such  as  Continental  Medical 
Sennces  {v /v.,  27),  and  hospital  man- 
agers like  HealthTrust  (P  F,  2^)  also 
belong  to  this  caiegorv.rhesectMiipa 
nies  mav  be  efficient,  but  without  the 


current  price  umbrella's  subsidies, 
they  will  look  like  many  other  firms 
and  sell  at  much  lower  p/fs. 

Nursing  home  stocks  such  as  Man- 
or Care(P/¥,,  24)  may  also  be  at  risk  if 
cost  and  qualitv'  of  fife  considerations 
mean  we  will  no  longer  spend  one- 
seventh  of  average  lifetime  health  care 
costs  on  the  final  six  months  of  life. 
Also  vulnerable  are  home  health  care 
providers  like  Tokos  Medical  Corp., 
with  a  heart-stopping  p/f  of  62.  Med- 
ical hardware  volume  and  prices  will 
also  be  hurt  by  costs  containment.  A 
prelude.'  Lifetime  Systems  Inc's  stock 
fell  more  than  half  on  Mar.  24  because 
hospitals  cut  orders  for  its  emergenc)' 
calling  equipment.  Utilization  review 
outfits  like  HealthCare  Compare 
(p/E,  54,  even  after  a  39%  stock  price 
collapse  this  year)  would  be  6  feet 
under  with  universal  health  insurance 
and,  in  any  event,  haven't  restrained 
overall  medical  costs. 

Not  even,"  company  will  be  a  loser. 
Winners  may  include  generic  drug 
producers  like  Mylan  Laboratories, 
A.L.  Laboratories  ind  Marsam  Phar- 
maceuticals, Ltd.,  as  cost  containment 
widens  the  use  of  lower-cost  prescrip- 
tions. Those  with  low-cost  deliver)' 
systems,  like  Baxter  International 
Inc.  and  Medco  Containment  Services 
will  benefit  as  well  as  hmos  like  Unit- 
ed Health  Care  and  php  Health  Care. 
Lower  cost,  minimally  invasive  medi- 
cine will  gain,  helping  companies  like 
Datascope,  which  supplies  equipment 
for  angioplasty-  procedures,  and  U.S. 
Surjjical  Corp.,  which  makes  laparos- 
copy  equipment. 

But  even  the  winners  could  be  los- 
ers in  the  stock  market.  In  many  cases 
their  potential  is  already  more  than 
discounted.  Datascope 's  P/E  is  a  \'ul- 
nerable  31,  and  Medco's  is  50.  From 
their  enthusiasm,  fans  of  L'.S.  Surgical 
(p/E,  57)  must  believe  that  cvcr\'  or- 
gan of  ever\  other  American  will  be 
removed  through  his  belly  button. 

Are  Americans  resolved  to  control 
medical  costs?  Watch  this  fall's  elec- 
tion campaigns.  If  I  am  right,  cost 
containment  will  Ix*  a  major  issue  and 
action  will  folUnv  shortly.  Then  it  will 
no  ItMiger  be  pt>ssible  for  the  health 
care  industrv  to  make  money  the  old- 
fashioned  way — by  raising  prices  in  a 
market  where  the  customer  didn't 
much  care  because  someone  else  paid 
the  bill.  B 
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MONEY  &  INVESTMENTS 


Shares  of  off-price  merchandisers  stand 
to  benefit  both  from  the  cyclical  recovery 
and  from  a  continuation  of  longer-term  trends. 

Four  bargains 


BY  GERALD  W.  PERRIH 


Gerald  W.  Perritt  is  portfolio 
manager  of  the  Chicago-based 
Perritt  Capital  Growth  Fund  and  editor 
of  Investment  Horizons. 


With  the  economy  picking  up,  so 
are  the  stocks  of  retailing  companies. 
One  group  of  stocks  that  should  ben- 
efit greatly  is  the  off-price  chains. 
Although  these  stocks  are  mostly 
priced  like  cyclical  stocks,  many  of 
them  have  all  the  characteristics  of 
growth  stocks. 

During  the  last  decade,  annual  rev- 
enues of  off-price  retail  chains  have 
been  growing  at  better  than  25%.  This 
compares  with  only  an  8%  annual 
revenue  growth  rate  for  conventional 
retailers.  Nevertheless,  the  stocks  of 
some  fast-growing  bargain-basement 
retailers  are  currendy  selling  at  bar- 
gain-basement prices. 

The  economic  recession  has  been 
kind  to  bargain-basement  discount- 
ers. As  the  economy  and  consumer 
confidence  contracted,  consumers 
who  had  never  thought  of  shopping 
at  a  wholesale  club  or  a  deep  discount- 
er prior  to  the  economic  downturn 
have  learned  how  to  stretch  a  dollar. 
The  lengthy  economic  recession  has 
also  provided  discounters,  which 
purchase  most  of  their  merchandise 
from  inventors  glutted  manufactur- 
ers and  fiill  ; -ice  retailers,  with 
an  ample  supply  ^  m  nvcntory  at  attrac- 
tive prices.  Althc  ;h  the  economic 
recession  will  soon  be  history,  the 
practice  of  bargain  hunting  could  be 


come  a  habit  with  many  consumers. 

Some  deep -discount  retailers  have 
attracted  near-cult  followings.  Take 
Tuesday  Morning,  for  example.  Its 
stores  sell  closeout  merchandise,  such 
as  gift  and  household  items,  during 
four  "event"  sales  that  last  about  six 
weeks  each.  The  company's  oudets 
are  closed  more  than  half  the  year. 
Shoppers  are  notified  by  mail  of  the 
next  event  sale,  and  it  is  not  unusual  to 
see  long  lines  of  upscale  shoppers 
forming  an  hour  before  opening- 
event- sale  days  (which  always  begin 
on  Tuesday  mornings).  So  feverish  is 
the  hunt  for  bargain  merchandise  in 
short  supply  that  fists  and  handbags 
sometimes  fly  when  some  shoppers 
resort  to  cart-robbing.  Like  most 
deep  discounters,  Tuesday  Morning's 
stores  are  threadbare.  Merchandise  in 
original  shipping  cartons  is  frequentiy 
stacked  on  the  concrete  floors  of  out- 
lets, which  look  more  like  warehouses 
than  retail  stores. 

Collapsing  real  estate  prices  have 
been  a  boon  to  fast-growing  off-price 
chains.  Many  specialty  off- price  retail- 
ers snap  up  vacant  space  and  favorable 
leases  in  strip  shopping  centers  des- 
perate for  tenants.  In  addition,  a  num- 
ber of  discounters  have  avoided  costiy 
distribution  centers  by  channeling  the 
bulk  of  their  merchandise  directly  to 
individual  oudets.  As  a  result,  margins 
tend  to  be  high,  despite  a  deep-dis- 
counting pricing  strategy. 

A  continuation  of  rapid  expansion 
and  the  end  of  the  recession  could 
pose  problems  for  some  firms.  First, 
swelling  profits  will  undoubtedly  at- 
tract newcomers  and  heighten  price 
competition.  Second,  as  existing  re- 
tailers add  more  stores  and  become 
more  geographically  dispersed,  costly 
distribution  systems  will  be  required. 
As  the  commercial  real  estate  market 
begins  to  firm,  the  supply  of  low  cost 
leases  will  dwindle.  Finally,  reason- 
ably priced  closeout  merchandise  may 


be  much  more  difficult  to  come  by. 
Thus,  costs  will  expand  and  margins 
will  shrink. 

But  these  problems  are  for  the  fu- 
ture. I  believe  the  stocks  of  a  few  off- 
price  retailers  offer  investors  signifi- 
cant profit  potential.  However,  not 
on  my  list  are  highfliers  such  as  50- Off 
Stores,  Filene's  Basement  and  Costco 
Wholesale,  whose  stocks  are  trading 
at  30  to  40  times  trailing  earnings. 
Instead,  I  favor  the  stocks  of  four 
companies  that  are  much  more  rea- 
sonably priced. 

Burlington  Coat  Factory  (22)  oper- 
ates 171  off-price  stores  offering  pri- 
marily name -brand  outerwear,  family 
apparel  and  linens.  Plans  call  for  the 
addition  of  20  to  30  oudets  during 
the  next  two  years.  An  upturn  in  the 
economy  and  greater  product  diversi- 
ty boosted  its  December  quarter  earn- 
ings 28%,  to  $1.93,  and  12-mondi 
net  to  $1.82.  Like  most  retailers,  it 
generates  most  of  its  profits  during 
the  year's  final  three  months.  At  less 
than  13  times  earnings,  its  stock,  like 
its  merchandise,  is  bargain  priced. 

The  Cosmetic  Center,  a  discounter 
of  name- brand  cosmetics,  currendy 
operates  38  stores  in  the  East  and 
Midwest  (Forbes,  Mar.  16).  Reve- 
nues have  tripled  during  the  last  six 
years,  and  an  ambitious  expansion 
program  calls  for  an  additional  9  to  18 
stores  during  the  next  18  months. 
Margins  have  improved  as  more  man- 
ufacturers have  abandoned  their  poli- 
cies of  not  selling  directiy  to  off- price 
retailers.  At  14,  it  is  priced  at  a  modest 
0.6  times  revenues  and  19  times  1992 
expected  earnings. 

S&K  Famous  Brands  (16),  a  dis- 
counter of  name-brand  menswear,  is 
expected  to  earn  between  SI. 30  and 
$  1 .40  this  year.  Last  year  the  company 
increased  its  number  of  stores  from 
1 0 1  to  1 1 8 ,  and  it  plans  to  add  another 
two  dozen  stores  this  year.  Despite  a 
targeted  1 5%  annual  growth  rate  and  a 
balance  sheet  fi-ee  of  long-term  debt, 
its  shares  sell  at  a  modest  1 2  times  year- 
ahead  per-share  net. 

Tuesday  Mominji  ( 14)  has  enjoyed 
15%  annual  revenue  growth  since  its 
stock  went  public  in  1986.  The  com- 
pany operates  150  stores  in  22  states 
and  plans  to  increase  that  number  to 
250  by  1995.  Based  on  expected  per- 
share  net  of  85  cents,  its  sttxk  is  priced 
at  16.5  times  1992  earnings.  ^ 
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AMETEK.  INC.  N 

AMETEK  REPORTS  RECORD  SALES,  NET 

INCOME  UP  31  PERCENT  IN  FIRST  QUARTER 

Paoli,  PA,  April  22.  1992— AMETEK,  Inc.  (nyse-AME) 
reported  that  first  quarter  sales  were  the  highest  in  any 
quarter  in  the  company's  history.  Sales  increased  ten  percent 
to  a  record  $196.8  million  in  the  three  months  ended  March 
31,  and  net  income  was  up  31  percent  to  $11.3  million  or  26 
cents  per  share.  In  last  year's  first  quarter  AMETEK  earned 
$8.6  million  or  20  cents  per  share  on  sales  of  $179.2  million. 

AMETEK's  management  credited  the  company's  sharp 
upturn  in  profitability  to  increasing  worldwide  demand  for  the 
electric  motor  products  of  its  Electro-mechanical  group, 
accompanied  in  this  quarter  by  a  strong  recovery  of  plastics 
operations  which  are  a  part  of  its  Industrial  Materials  group. 

"The  quarter's  performance  reflects  the  success  of  a 
business  strategy  that  focuses  on  selected  commercial  and 
industrial  market  niches  with  solid  cash  flow  and  profit 
potential,"  AMETEK's  president  and  chief  executive  officer 
•Walter  E.  Blankley  reported.  "The  Electro-mechanical  group 
recorded  its  second  consecutive  quarter  of  record  sales  in 
this  period.  Our  domestic  electric  motor  manufacturers  here 
in  the  U.S.  initially  led  this  growth  curve  with  many  new 
products  going  into  producton  in  the  second  half  of  1991,  and 
by  the  end  of  the  current  quarter  our  European  motor 
operations  were  also  running  at  record  levels. 

"Overall,  this  is  a  gain  in  market  share  and  we  see  it  as 
sustainable  growth  throughout  1992, "  Mr.  Blankley  added, 
p  noting  that  new  orders  for  electric  motors  are  running  more 
than  20  percent  ahead  of  the  previous  year's  rate.  AMETEK 
supplies  motors  to  manufacturers  of  vacuum  cleaners  and 
other  appliances,  copiers,  computers  and  business  ma- 
chines, high-efficiency  furnaces  and  medical  equipment  in 
40  countries  worldwide. 

AMETEK's  president  said  that  some  of  the  divisions  that 
comprise  the  company's  Industrial  Materials  group  had  been 
a  drag  on  earnings  last  year  but  that  in  the  first  quarter  of 
1992  these  businesses  made  a  turnaround  to  profitability. 
"Indirectly  they're  benefitting  from  the  recent  growth  in  new 
housing  starts  which  leads  to  increased  sales  of  furniture 
and  appliances,  major  markets  for  our  materials,"  according 
to  Mr.  Blankley. 

The  companys  third  group.  Precision  Instruments,  contin- 
ued to  lag  with  a  slowdown  in  demand  for  aircraft  instru- 
ments which  began  in  the  second  half  of  last  year.  About  half 
of  AMETEK's  Precision  Instruments  group's  sales  are  in 
aircraft  instruments  and  sensors.  "While  the  Instruments 
group's  sales  are  only  down  three-and-a-half  percent  in  the 
first  quarter,  profitability  has  been  hurt  at  our  two  largest 
manufacturing  operations.  That  downturn  is  partially  coun- 
terbalanced by  improved  truck  instrument  sales  into  a  heavy 
truck  market  that's  showing  the  classic  signs  of  a  recovery," 
according  to  Mr.  Blankley. 

Mr.  Blankley  pointed  out  that  instrument  demand  tends  to 
cycle  back  up  later  in  a  business  recovery.  "If  the  recovery 
strengthens  and  capital  spending  increases,  AMETEK  could 
get  an  additional  boost  out  of  the  Instruments  group." 

Three  Months  Ended  March  31, 

1992  1991 

$196,759,000  $179,190,000 

11.281.000  8.569.000 

.26  20 

.17  16 

43,979.738  43,769,722 


Sales 

Net  income 
Earnings  per  share 
Dividend  per  share 
Average  shares  outstanding 

In  the  last  four  consecutive  quarters,  AMETEK  has  reported 
earnings  of  $.93  per  share. 

(Contact:  Darrah  Ribble.  Director  Public  Relations, 
AMETEK,  Inc.  Station  Square  Two.  Paoli.  PA.  19301.  Phone 
(215)647-2121.) 


SEALRIGHT  CO.,  INC.  0 

REPORTS  RECORD  FIRST  QUARTER 

OVERLAND  PARK,  KS,  April  15— Sealright  Co.,  Inc.,  a 
manufacturer  of  packaging  and  packaging  systems  for  the 
grocery  and  dairy  industries,  reported  a  9-percent  increase  in 
net  sales  and  a  34-percent  increase  in  earnings  for  the  first 
quarter  of  1992. 

Sales  reached  a  record  $65.9  million  in  the  first  quar- 
ter compared  with  $60.3  million  in  the  1991  quarter.  Five 
additional  business  days  in  the  1992  quarter  accounted 
for  part  of  the  sales  increase,  along  with  continued 
growth  in  sales  of  frozen  dessert  packaging  and  flexible 
film  packaging. 

Net  income  increased  to  a  record  $2.9  million  (26  cents  a 
share)  from  $2.1  million  (19  cents  a  share)  in  the  1991 
quarter. 

Chairman  and  Chief  Executive  Officer  Marvin  W.  Ozley  said 
the  earnings  increase  can  be  attributed  primarily  to  greater 
productivity  resulting  from  plant  reorganization,  new  equip- 
ment, and  other  capital  investments  in  manufacturing. 

In  addition,  the  company's  interest  expense  continued  to 
decline  following  the  acquisition  more  than  a  year  ago  of  Jaite 
Packaging,  an  Ohio-based  supplier  of  flexible  packaging  to 
the  food,  beverage,  and  pharmaceutical  industries. 

"We're  pleased  with  our  growth  in  the  first  quarter  after  a 
difficult  first  quarter  a  year  ago,"  Ozley  said.  "Earnings  are 
again  up  to  the  level  we  expect  for  our  company,  and  we  are 
confident  they  can  be  maintained  in  spite  of  ongoing 
economic  and  competitive  challenges." 

Ozley  said  productivity  showed  particular  improvement  in 
the  first  quarter  at  the  company's  Western  Division  rigid- 
plastics  plant,  which  underwent  a  major  reorganization  in  the 
second  half  of  1991,  and  at  the  Central  Division  paperboard 
packaging  plant. 

Sales  growth  was  again  strong  in  the  Eastern  Division  as 
processors  continued  to  adopt  Sealright's  Convocan®  pack- 
aging system  and  other  round  frozen  dessert  packages.  The 
sales  of  flexible-packaging  subsidiary  Jaite  were  boosted  by 
orders  for  pharmaceutical  packaging  and  soft-drink  promo- 
tion labeling. 

Sealright  is  North  America's  leading  supplier  of 
packaging  and  packaging  systems  for  ice  cream  and 
other  frozen  dairy  desserts.  The  company  and  its  subsid- 
iaries also  produce  paperboard  packaging  and  plastic 
packaging  and  labeling. 

SEALRIGHT  CO..  INC. 

1ST  QUARTER  COMPARISONS  1992-1991 

For  the  period  ended  March  31, 1992 

(in  thousands,  except  per-share  data) 

1992  1991 

Net  Sales  $65,862         $60,333 

Cost  of  Sales  50.679  47,424 

Gross  Profit  15.183  12,909 

Selling,  General  &  Admin. 

Expense  9.015  7,618 

Operating  Income  6.168  5.291 

Interest  Expense  783  1.068 

Other  Expense  464  411 

Income  Before  Income  Taxes  4.921  3,812 

Provisions  for  Income  Taxes  2,074  1,686 

Net  Income  $2,847  $2,126 

NET  INCOME  PER  SHARE  $0.26  $0,19 

NUMBER  OF  SHARES 
OUTSTANDING  11.058  11.048 

Contact:  John  Wempe.  Vice  President-Finance. 
Sealright  Co..  Inc..  7107  College  Blvd.,  Suite  1400. 
Overland  Park.  KS  66210.  Phone  (913)  344-9000.) 
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The  1992  market  has  begun  to  resemble  the  America's  Cup 
trials  off  San  Diego.  But  you  can  still  sail  a  winning 
race  even  if  the  wind  is  constantly  changing. 

Crosscuinrents 


BY  LAS2L0  BIRINYI  JR. 


Laselo  Birlnyl  Jr.  Is  president  of 
Birinyi  Associates,  New  York,  a 
financial  consulting  firm. 


HoR  MONHY  managers  1991  was  a 
relatively  easy  year  for  outperforming 
the  market,  but  1992  is  turning  out  to 
be  much  more  difficult.  What's 
changed?  Last  year  the  groups  money 
managers  bought  had  staying  power 
in  the  marketplace.  If  you  bought, 
say,  biotech,  drug/medical  or  con- 
sumer growth  stocks  and  stuck  with 
them,  you  made  out.  The  trouble  so 
tar  this  year  is  these  group  themes 
seem  t{)  capture  the  market's  interest 
only  for  a  week  or  two.  A  group  will 
come  to  life,  spurt  briefly  and  then 
subside.  No  follow-through. 

One  week  technology  is  the  star; 
the  next  week  machiner)'  and  manu- 
laciuring  slocks.  On  Apr.  14  the  Wall 
Street  Journal  exclaimed  growth 
stocks  were  back  in  favor.  So  what 
happened.^  riie  cyclicals tor^cd  ahead. 
Auto  stocks  up  6%,  papers  6%  and 
chemicals  5%.  Energy  stocks  were  out 
of  tavor,  but  in  late  April  the  oil  ser\'ice 
group  rallied  almost  5%  in  a  week. 

The  market  has  been  full  of  such 
surprises.  We  were  treated  to  count 
less  stories  about  stocks  that  are  plavs 
on  value  or  earnings  fundamentals. 
Yet  the  14  stocks  in  the  s.s^n  SOO  that 
analysts  predicted  would  lose  money 
in  1992  rose  nearly  10%  in  the  tirst 
quarter.  Inindamentals? 

Market  pros  call  this  constant  shift 
ing  in  and  out  of  stock  grt)ups  "group 


rotation."  With  investors  as  fickle  as 
the  changing  wind  in  an  America's 
Ckip  race,  how  can  you  sail  the  tricky 
course  without  being  swamped.^ 

Last  year  I  compiled  data  going 
back  to  1964  that  suggested  this  kind 
of  group  rotation  is  bullish. 

Let's  start  with  the  current  market 
leaders — bank  stocks.  In  my  Mar.  30 
column  I  noted  investors  were  focus- 
ing on  them;  since  then  better  than 
expected  earnings  reports  have  vindi- 
cated that  attention.  My  study  found 
that  money  center  banks — so  far  up 
14%  this  year — usually  rally  32%  over 
a  23  week  period  before  they  correct 
even  10%.  Moreover,  the  really  big 
gains  in  these  stocks  tend  to  come  in 
the  middle  of  a  bull  market.  So  if  you 
missed  the  initial  runup  in  the  banks, 
there's  still  something  left  on  the 
table.  Cx)nsider  buying  small  posi- 
tions in  the  money  center  banks  and 
perhaps  adding  to  them  on  dips. 

Also  look  at  the  chemicals  group. 
The  historic  correlation  between  the 
chemicals  and  bank  stocks  is  strong. 
Here  the  focus  should  be  on  three 
major  issues.  Union  Carbide  (28)  is 
finding  more  support  from  analysts; 
in  April  the  net  accumulation  of  the 
stock  totaled  almost  $50  million.  Dow 
Chemical  {62)  and  /);/  Pont  {S4)  are 
two  others  I  favor  for  1992.  They  will 
benefit  from  any  economic  pickup, 
have  higher  than  market  yields  and  are 
under  accumulation.  Avoid  Monsanto 
(66).  Not  on\\  have  investors  not 
bought  the  stock  but  the  selling  has 
been  fairly  intense.  Steer  clear. 

Rallies  in  bank  stocks  also  are  often 
followed  b\'  gains  in  machinery'  and 
capital  got)ds  stocks.  Here  there  has 
been  buying  in  Cummins  Ennine {t>A) 
but  not  John  Deere  (50);  in  United 
'I'echnolojiies {^S)  bui  not  Iioeinjj{43>); 
in  Allied-Sijpial  (59)  but  not  Wes- 
tinijhouse  (18).  M\  analysis  suggests 
that  the  amount  and  duration  ot  the 
gain  in  these  are  likely  to  be  a  fiinction 


of  ftindamentals  such  as  earnings,  so 
do  your  homework. 

Two  other  manufacturing  stocks 
that  have  been  among  market  leaders 
are  Goodyear  Tire  (74)  and  Caterpil- 
lar (56).  Goodyear  had  a  stellar  first 
quarter,  while  Caterpillar  settled  a 
strike.  But  I'd  be  inclined  not  to  chase 
either.  Goodyear  has  lately  slowed 
because  of  some  institutional  profit- 
taking.  As  for  Cat,  a  lot  of  the  recent 
buying  was  a  knee-jerk  reaction  to  the 
labor  settlement.  That's  usually  not  a 
pattern  that  can  sustain  itself  for  long. 
Cat  is  ahead  of  itself. 

Another  group  that  lately  has 
shown  a  positive  buying  pattern  is  the 
appliance  makers  such  as  Black  &" 
Decker  (25)  and  Maytatj  (20).  What- 
ever selling  occurred  has  come  cither 
in  small  trades  or  in  trades  around  the 
time  of  the  market's  close.  But  those 
end-of-the-day  trades  can  be  mislead- 
ing. The  larger  trades,  as  well  as  most 
of  the  trades  during  the  day,  have 
been  taking  place  on  upticks — where 
the  buyer  meets  the  seller's  price, 
instead  of  the  other  way  around.  I 
think  that's  bullish. 

Finally,  I'd  consider  the  drug 
group,  which  has  sold  down  1 8%  ft-om 
its  high  mainly  because  of  disappoint 
ing  earnings.  My  study  tbund  that  the 
average  correction  for  the  dnig  stocks 
is  22%.  Whenever  the  selloff  has  been 
substantially  more,  it  has  been  accom- 
panied by  a  sharp  correction  of  the 
market  at  large.  So  unless  you're  bet 
ting  on  the  market's  demise,  these 
stocks  cannot  be  overUxiked. 

Foremost  among  them  is  probably 
Merck  (147).  Although  it  has  correct- 
ed shar|">ly,  selling  in  the  stivk  has  not 
been  as  heavy  as  in  other  dnig  stiKks. 
Furthermore,  Merck  diKs  not  have 
some  ot  the  litigation  pn^blcms  and 
FHA  concerns  that  color  others  in  the 
group.  Last,  the  technical  support  for 
Merck  siivk  at  S 1 3^  suggests  that  the 
downside  is  limited.  ■■ 
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JOIN  THE  GENERATION 
THAT\MLLLIVET012a 

Each  generation  lives  a  little  lonoer,  thanks  to  modem  science.  But  the  breoldhroughs  that  could  extend  human 
\\h  all  the  way  to  its  theoreticallimit  oi  120  ore  just  beginning,  says  Kathy  Keeton,  bunder  and  president  of 
Longevity  magazine.  Now.  in  her  new  bestsdlier  LONGEVITY;  The  Science  of  Staying  Young,  written  in         ^ 
cooperation  with  specialists  from  tfie  Notional  Institute  of  Aging,  Ms.  Keelon  tells  you  about  amazing  4| 

new  discoveries  tfiot  bring  tfie  dreom  of  perpetual  youth  doser  than  ever  befcxe.  %S 

Look  and  feel  years  younger.  ff 

Kotfiy  Keelon  shares  everything  she's  learned  from  tfie  experts  orxi  from  her  own  experience:  tfie  M 

secrets  of  proper  diet,  tfie  dietary  supplements  tfiot  work,  physical  workouts  and  mental  ^^"^ 

exercises  tfiot  oromise  bnqer  life  —  as  well  as  tios  on  which  dnxis  v^xk  and  which  don't.  Mu^ 


exercises  tfiot  promise  bnger  life  —  as  M/dl  as  tips  on  vAwh  drugs  v^xk  and  which  don't, 
cosmeceuticals  and  plastic  surgery  techniques  tfiot  vrill  moke  you  fed  half  your  oge. 
Tfiere's  good  news  about  maintaining  your  brain  power,  sexual  activity,  Ixxfy  tone  or 
youthful  ODoearance  on  every  oooe  of  this  excitina  book. 


Test  your  longevity  potential. 

In  chapter  7  of  LONGEVITY  you'll  find  a  series  of  self-administered  tests,  ki  justa 

few  minutes  they'll  tell  you  fiow  your  biological  age  compares  to  your 

chronological  age  by  checking  your  reaction  time,  skin  tone,  visual 

lifestyle  and  stress  type.  No  matter  how  young  you  think  you 

ore,  me  results  may  surprise  you.  And  your  detailed  onsvt^ers  v^ll 

pinpoint  problem  areas  and  suggest  ways  to  change  your  habits 

and  devdop  the  healthier  lifestyle  that  will  odd  vital,  productive, 

fun-filled  years  to  your  life. 

Find  out  about:  i 

•  Tfie  forty-year  differerKe  betv»/een  tfie  potential  of  our         A 
bodies  and  wfiot  we're  actually  getting  •  The  hidden         m 
advantages  of  aging  •  Forts  tfiot  may  be  good  for  your 
"       'of  exercise  on 


THESCIEMCEOF 
STAYIMGYOUMG 

ummm 


exercises  to  keep  your  vision  young  •  The 

potential    of   selenium   to   prolong    life 

•  Effective  new  cures  for  impotence 

*  Testosterone  to  maintain  women's 

k       sex  lives  •  A  skin-rejuvenotion  drug 

t       even  better  than  Retin-A  •  Plastic 

surgery  thofs  quick  and  painless         J 
•  Names  and  addresses  of 
recommended  fitness  spas 
•  And  much,  much  more 


at  bookskwK,  or  hm  flw 
to  ordsr  your  capn 


copies  0^  LONGiVrrr:  THE  SOBKE 
Of  STAYM6  YOUNG 
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Oip  nis  coupon  and  send  to: 
PBIGUilUSA 

P.O.  Box  999 

Beigmfietd.  NJ  07621-0999 


01  Om  IT  PlOft  l«ilSM«7« 


VIKING 


MONEY  &  INUESTMENTS 


REITs  go  in  and  out  of  fashion  and  are  about  to 
make  another  comeback.  Here's  what  to  look  for. 

Renaissance 


BY  STEPHEN  E.ROULAC 


Stephen  E.  Roulac  leads  a  real  estate 

and  economic  consulting  firm  based  in 

San  Francisco.  His  forthcoming  book,  Reeling 

Realty,  chronicles  the  1980s  real  estate  debacle. 


In  the  next  several  months  you  will 
likely  be  pitched  the  "great  oppor- 
tunity" to  invest  in  a  real  estate  invest- 
ment trust  (REIT).  My  Wall  Street 
sources  tell  me  there  are  now  over 
$1.5  billion  of  prospective  REIT  IPOs 
in  the  pipeline.  I  also  anticipate  that 
many  insurance  companies  and  other 
institutions  that  find  themselves  bur- 
dened with  too  much  unwanted  real 
estate  will  bundle  their  property  hold- 
ings into  REITS  and  attempt  to  sell 
parts  of  them  to  the  public.  Various 
existing  partnerships  and  pension  ve- 
hicles may  be  converted  to  REIT  sta- 
tus, thereby  creating  new  public  in- 
vesting opportunities.  Seminars  on 
how  to  organize  new  REITs  are  prolif- 
erating, a  sure  sign  that  a  new  product 
is  about  to  hit  the  market. 

My  advice:  Be  highly  selective  and 
then  be  very  carefijl. 

What's  a  REIT?  Basically,  it's  an 
investment  fund  that  buys  properties 
or  mortgages.  A  REIT  distributes  near- 
ly all  of  its  earnings  to  its  shareholders, 
and  a  REIT  does  not  pay  taxes  at  the 
entity  level. 

REITs  have  been  around  for  de- 
cades, but  like  other  investment  con- 
cepts they  tend  to  go  in  and  out  of 
fashion.  Today  cash  is  king  in  real 
estate,  and  investors  demand  liquid 
ity,  so  REITs  make  good  sense.  The 
extraordinary  need  to  recapitalize  sev- 


eral hundred  billion  dollars  of  real 
estate  creates  the  opportunity  for  a 
REIT  renaissance. 

What  should  you  look  for  as  the 
new  REITS  begin  to  hit  the  market?  My 
minimum  requirements  include  scale, 
investment  focus,  geographic  con- 
centration, in-house  management 
and  insider  ownership. 

Scale.  Most  REITs  have  total  capital 
(debt  plus  equity)  of  less  than  $250 
million  and  portfolios  of  undistin- 
guished properties.  Tliis  means  they 
lack  the  requisite  size  and  quality  to  be 
major  players.  Look  for  REITs  of  sub- 
stantial size,  with  capital  of  at  least 
$500  million — and  preferably  $1  bil- 
lion— invested  in  significant,  institu- 
tional-grade properties. 

Investment  focus.  The  smart  REIT 
managements  will  specialize  in  partic- 
ular types  of  investment.  Some  will 
buy  apartment  buildings,  others  ho- 
tels, others  office  buildings  and  so  on. 
Focusing  their  knowledge  will  enable 
them  to  get  the  best  returns  for  their 
investors.  Too  many  existing  real  es- 
tate portfolios  are  characterized  by 
random  collections  of  properties  lack- 
ing any  consistent  theme. 

Geographic  concentration.  Carrying 
specialization  a  step  ftirther,  the  best 


REIT  managers  will  focus  on  particular 
types  of  properties  in  specific  parts  of 
the  country.  There  will  be  trusts  spe- 
cializing in  apartment  houses  in  Tex- 
as, shopping  malls  in  the  Northeast, 
hotels  in  the  Northwest.  The  idea  is  to 
get  the  most  bang  for  every  dollar 
spent  on  buying  and  managing  prop- 
erties. Obviously,  it  is  more  cost  effec- 
tive to  manage  a  portfolio  of  apart- 
ment buildings  in  a  few  neighboring 
cities  than  it  is  to  worry  about  build- 
ings spread  out  all  over  the  country. 

In-house  management.  In  the  past, 
an  advisory  company  controlled  the 
REIT  through  an  agency  relationship 
and  then  contracted  with  outside 
suppliers  for  various  real  estate  ser- 
vices. In  contrast,  the  better  REITs 
will  be  integrated  investment  organi- 
zations, whose  own  managers  will 
finance,  manaj^e,  develop  and  trade 
the  properties.  This  strategy  can  save 
the  trusts  money. 

Insider  ownership.  I  wouldn't  con- 
sider a  trust  unless  its  management 
owns  a  big  chunk  of  the  equity.  Like 
other  companies  I  invest  in,  I  want  to 
feel  that  by  looking  out  for  them- 
selves, the  managers  are  also  looking 
out  for  me. 

Few  of  the  REITs  now  on  the  market 
meet  these  criteria.  But  a  handftil 
come  pretty  close.  With  help  ft"om 
Alex.  Brown  &  Sons,  whose  real  es- 
tate securities  group  is  one  of  the 
sawiest  around,  I've  compiled  the 
following  list  of  seven  large,  well- 
managed,  focused  REITS,  all  of  which 
stand  to  benefit  as  huge  chunks  of 
American  real  estate  are  recapitalized 
in  the  years  ahead.  ^ 


Winning  focus? 

Company 

Total 
assets^ 
($mil) 

Market 

cap 

($mil) 

Recent 
price 

Yield 

Funds 

from 

operations' 

Focus 

Federal  Realty^ 

$563 

$439 

$20.88 

7.3% 

$1.52 

Midatiantic 

Health  Care  Prop* 

459 

563 

42.75 

8.0 

3.89 

National 

Kimco  Realty" 

409 

338 

24.38 

7.2 

1.46 

East  Coast 

Nationwide  Health* 

306 

360 

27.13 

8.1 

2.28 

National 

Prop  Trust  of  Amer* 

141 

212 

10.50 

6.7 

0.76 

Southwest 

United  Dominion* 

315 

356 

20.25 

6.5 

1.39 

SouthMSt 

Weingarten  Realty' 

440 

506 

30.38 

6.7 

2.19 

Southwest 

i  'Asol  12/31/91,  netof  depreciation.    'Per-share  net  income  minus  gams  plus  depreciation  and  pwtiwrshipdBtnbutions. 
Property  specialty:  'Shopping  centers.  'Health  care  facilities.    'Apartments 

As  the  economy  improves,  these  seven  REITs 
may  be  poised  to  reward  investors. 
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The  most  precious  thing 


Land ...  what  else  can  jive  yoa  so  modi  pleasoTO  nofw  and  fbr  yoa^ 


T^e  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
vears  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Enrol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  2WA1 
Ft.  Garland,  CO  81133. 


■liC^^r'sj 


r;^:*^:- 


Oblain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
ludged  the  merits  or  value.  i(  any.  of  this  properly  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  Slate  of  New  York  The  filing  does  not  constitute  approval 
01  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  Slate  has  m  any  way  passed 
upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request  from  Sangre  de  Cnslo 
Ranches  NYA86- 1 53  A  statement  of  Record  filed  with  the  New  Jersey  Heal  Estate  Commission  permits  this  property 
w  be  ottered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO  Flonda  AD  20537 


Wagon  Creek 
Ranch  i 
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FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNIOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)-lncluding  some 
very  famous  names 
-which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


631.5%  gains,  with  exceptionally  low 

risk,  for  the  11'^  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


VOICE  MAIL 


BUSINESS  OPPORTUNITIES 
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VOICE  MAIL 
V*    TELEMARKETING 
4^CALL  PROCESSING 


THE 

AMERICAN 
DREAM. . . 


Success  and  time  to 
enjoy  it!  International 
Corp.  provides  support, 
training  for  this  power- 
ful, profitable  program. 
Work  for  yourself. 
Unlimited  income 
opportunity.  Call  for  full 
details:    Mr.  Retcher 
800-231-0123. 


Tians(otmyouiPCfXT/AT'386inloamunMinevoicep(0' 
cossing  command  ceniDf  Intelligenliy  pfocess  yodf 
salas.  inqui'es.  and  messages  Complete  packaga 

MuitlLine  »  I       $995 

SINGLE  LINF  <l<<'<')ii)i,;i.>  S29S 

IDvveKXH'    I II  M  \iM  kiOM  lv«i4tt) 

VISA     U{       AUEX-COO 
FO*^  SAl  ts  '  >fl  INrtKlMATION 

Call:  1-80C  ■>'17  4884 

CALL  li'O)  S2.'  MVW<  '  '  ■::  ssst: 

.  TALKINO  TCCHNOLOG  Y.  I M  .     ^X= 

)1?S  «Il»NIK  AVJ    •  Al  «M(  IV.    I  A    .  -  /// 


BUSINESS  OPPORTUNITi 


REAL  ESTATE 


Expanding  Real  Estate  Acquisition  Co. 

needs  ambitious  partners  to  purchase 

real  estate  witti  us,  using  our  methods 

and  funding  sources. 

$7500  Investment  Required 

1 -800-521-9458 


ACQUISITIONS 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manjitacluring  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sail 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  DELAWARE! 


Sp«clall«lB  In  Mtting  up  Dclawar* 
Cdrporallont.  Q«n«ral,  Atrcraft, 
Boat  A  Shall  Corporallona. 

ik4i,uurv    Ca«/Wr«alocFllMKIT: 

\  'Rvistrv       P  O  ^x  ^•♦-™ 
f^  W    •^'    Wimlngloo.  0€  19600 

•■    *-'"i'  SOKCI-CORP- 302-662-6532 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


Receive  Value  Line 
for  only  ^St  $55 

An  introductory  subscription  to  The  Value  Line  InTeatment  Surrey 
brings  you  the  2000-p2ige  Investors  Reference  Service — Value  Line  s  most 
'recent  Ratings  and  Reports  on  1700  stocks  and  the  How  lo  Inuesi  in  Common 
Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  for'$6Q'$55.  Available  only  once  every  two  years  to  any  household. 
SPECIAL  BONUS:  With  your  subscription  vou  will  cdso  receive  Barron's 
DICTIONARY  OF  FINANCIAL  AND  INVESTBJENT  TERMS.  Third  Edition 
(retail  price  $9.95) — 537  pages  filled  with  over  3.000  definitions  of  terms  from 
stocks  and  hionds.  banking,  corporate  finance,  and  more — in  accordance  with 
Federal  Income  tax  revisions.  Your  subscription  to  Value  Line  may  be  tax- 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 
name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

(Ext.  2903-Dept.  216A25)  American  Express.  MasterCard  or  Visa. 

24  hours  a  day.  7  days  a  week.  30  day  Money-Back  Guarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 

The  Value  Line  Investment  Svrvej* 

711  3rd  Avenue 
NY.  NY  10017-4064 


CORPORATE  ITEMS 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NGMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


CABLE  ACCESSORIES 


EDUCATIONAL  SERVICES 


CABLE  TV  Converter  Boxes 

STOPRENTINC! 

Sav*  Mcn«y  -  OMn  Your  0«n  Equ^xiMrt 

Al  U^x  Bnnd  Hmm  •  Ftm  30  D^r  Trtil 

DMitriWaitod  •  FltS  CATALOG 

Add-On  Catal*  Co. 

1^0-3^-8475 


BUSINESS  SERVICES 


-RESEARCH  RHIIRIS- 

19.278  academic  topics  available' 
Send  $2  00  tor  the  272-page  catalog 
Custom-written  reports  also  availabJe 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  OOCTOAATE 


Pacifk  Wi'sUrn  I'nix-ersit)' 

600  »  Styiowiftx  Dip 


•!S  .» 


cAKon 


1 1322  Idafio  Ave  ,/206FM. 

Los  Angeles.  CA  90025 

Ton  FrM  HetHiM:  800-351  0222 

(California  310-477-8226) 


FREE  COLLEGE  TAPE 


•  IXTERNAL  DIGRIIS  • 
TOLL  FMII  24  hn.  (100)  7S»-OOOI 

L»  SAtLt  U»*V*«IT>r 


FRANCHISES 


CORPORATE  ITEMS 


At  Last.  An  Investment 
With  Vision. 


All  right.  No  more  excuses.  No  more  justification  for  putting 
off  your  future.  Finally,  there's  an  opportunity  to  invest  in 
yourself.  An  investment  opportunity  with  vision.  An  investment 
In  vision.  For  information  about  a  truly  visionary  opportunity 
with  the  world's  largest  provider  of  vision  /ju  .  _,  « tkg>uui' 
care,  give  us  a  call  at  1-800- PEAR LE-1.  rtWuIIKKJn 

(Franchise  opportunities  are  available  throughout  North  America  except  in  California  and  Washington.) 


PERSONAL  CARE 


STOP  SWEAT. 
6  WEEKS 

Drionic*  is  an  in- 
credibly more  effec- 
tive way  to  combat 
excess  sweat  — 
without  chemicals. 
Electronic  treatment 
gives  6  weeks  dry- 
ness. Reusable  — 
safe  &  effect  Tve  say 
10  medical  books. 

Send  for  free  information. 

GENERAL  MEDICAL  CO.  Dept  FOB  53 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


FEET 


ART  &  ANTIQUES 


^ 


MUSEUM  QUALITY 

SHIP  MODELS 


Representing  documenled.  one  ol  a  kind  models  by 
Inlemalionally  acclaimed  model  makers    Since1975 

Custom  models  •  Restoration  •  Appraisals 
•  Free  Brochure  or  $10  00  llluslraled  Catalogue  • 

The  AMERICAN  MARINE  MODEL  GALLERY.  Inc. 
12  F  Dfrtoy  Square.  Salfm.  MA  01970  •  508  745  5777 


COMPUTERS 


Ml  mRRYfnRC  INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

■fcndy*  Computers 

Radio  Shack"'  phones       arxj  niK>re 

Toll  Free  800-231-3680 
22511  Katy  Fwy.  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 
-Any  quantity! - 

HOUSE  OF  ONYX 

1  Main  St..  Greenville,  KY  42345 

800  +  626-8352  or  FAX  502  +  338-9605 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain 

•  Forward-tilt 
feature 

•  Adjustable 
neck  rest 

•  Built-in 
adjustable 
lumbar  suppwrt 

As  mentioned  in 

the  Wall  Street  Journal 


l-bOO-25 1-2225  or  vs  rile 

\v.l).M)i   FMf    MolliMon   MMIITIA 


GRAND  CHOCOLATE 
PIZZA  T. 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gitt-Wrapped  Delivery  Available 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 


>1AND  CARVED  MAHOGANY 
JET  FIGHTERS 


PACiric 


•  16'  to  TT  mode**  ore  hond- 
croheo  rfom  tolid  monogony  wim 
hondpointed  morVtngs  and  detoil) 

•  Over  160  modeHtfiilocii 

•  PrK«dtroniS99  50 

•  Soliiiocl'on  qoorontefd 

Col  1-800  950  9944 


HKMnUMMGMMBB 
WIN 


ScimUi«n»iUIS210 


!!  CASHMERES  !! 

And  Lots  0<  Ottier  Goodtes  '  Free  Bndiure.  kUp! 

AMMHED  RIGHT  TO  YOUR  DOOW 

Wnte.  ptwne.  or  lu 

*ll  nuior  cards  accepted 

PkMM:  01 1  -44-334-72366  (24lin) 

Fan  76416 

ST.  ANDREWS  WOOIUN  kNU. 

ST.  ANDREWS,  SCOTLAND 

(Yes.  mit  niM  hoe  on  We  IStii  Gitmi!) 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton.  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Free  shipping  for  international  orders.  For  a  price  list  and 


catalogue  please  call: 


1-800-847-4478 


Fax  1-718-782-4614 

The  Queensboro  Shirt  Company 

Dept  F25,  119N  1 1th  St.,  Greenpoint.  NY  11211 


WINE  CELLARS 


WINE  CELLARS 

28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbc  in  u  s  a 

FACTORY  DIRECT  TO  YOU  ^'^^D^s^ifv^*''' 


MODEL 


DESCRIPTION 

APPRX  CAPACITY 

Upright 

400 

Upright 

600 

Credenza 

280 

Compact 

114 

Two  Doors 

230 

FurVoult 

8  to  10  Furs 

His  and  Hers 

300  IX)t1les  4/5  Furs 

SUGG 

YOUR 

RETAIL 

COST 

S2495 

$1695 

2995 

1995 

2695 

1795 

1395 

995 

1795 

1195 

2995 

1995 

3995 

2995 

Dt  899 

659 

Designers'  non  wood  model  60  bottle  glass  door  899 


Vinotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  2i3;7i9-9^i8 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦CAU  US  FlQST 


MAIL  ORDER 


GOLF  GIFTS 


StairUFT 


Model  SC 


Ride,  Don't  Climb. 


Ride  up  or  down 
stairs  quickly 
and  easily  with 
StalrLIFT  Model 
SC.  the  single- 
seat  lift  from 
Inclinator  Co. 
of  America.  For 
more  informa- 


tion, write  today: 

INCLINATOR 


COMPANY     Of|| 

Dept.  7  ir 

PC  Box  1557  T 

Harrisburg,  PA  17105-1557 


AMERICA 


QrcQt  Qin 
from  GolfShob 

\bu  qiw  US  th«  photo  or  busimss 
card...vw  U  put  it  on  th«  boU  ! 


Send  11'-  :!T^-     ■'  ■•    ■  '"  ■•  "'- -' '  -"'. 

cd 

.11  ri.1  wll^M  IIM^  u  ]U 

hjicv,  on 
',  Spalding'  golf 
\  h.ills  with     ,_j 

>  unsurpassed  Jj 

.  i.inlv     ?-d 

TV. 
:^ 

•.  -  :\]\able  UK 
OoirShOtS*DeBtM| 

$39.95/(>oz         \\a«ef1at.n.>UtU72 
p4u«  SS  SA1  par  doz  l.«XWaM6r 

$29.^80^11002  08109     VISA/ 


FISHING  BOATS 


BassuunTEH  T 

The  ongiiul  Bass  Hunter  kalures  lour  models  lo  meet 
an  angler's  needs  For  an  alternoon  Irip  lo  a  siruli  lake 

I  or  pond  No  boat  is  more  conve- 
nwm  For  a  tree  brochure  call 
or  write  lo  PC  Boi  1243  Val- 
dosia  GA  31603  912  244-9941 
For  credit  card  orders  call  Toll' 
Free  l'800'34S.4689  MC/VISA 
Dealer  inquiries  urelconwd 


STOOGES 
GOLF 

Poster  22x26 $10  00 

T-Shirt,  L,  XL 20.00 

Watch 40.00 

Ammlcan  Products 

71  Bartt>ok>mew  Ave 

Harttord,  CT  06106 

1-600-783-9800  MC,  VISA 


ForbesiCapitalistTool® 


STREETWALKER 


EDITED  BY  THOMAS  JAFFE 


Fidelity  raises  a  red  flag 

Only  two  years  after  Peter  Lynch's 
retirement,  Fidelity  Investments'  gi- 
ant Magellan  Fund  (assets,  $20  bil- 
lion) now  faces  the  departure  of  cur- 
rent manager  Morris  Smith.  But  Ma- 
gellan isn't  the  only  Fidelity  ftind 
vulnerable  to  redemptions. 

Fidelity  has  lately  been  sending 
cautionary  letters  to  holders  of  its 
stock  funds.  The  first  such  letters, 
mailed  in  February,  went  to  share- 
holders of  the  six  best-performing 
Fidelity  Select  Portfolios.  These 
ftinds,  which  focus  on  health  care, 
financial  services  and  retailing,  posted 
an  average  74%  gain  last  year. 

Wrote  Fidelity  Chairman  Edward 
Johnson:  "Periods  of  significant  ap- 
preciation are  usually  followed  by  pe- 
riods of  consolidation,  when  an  in- 
dustry's performance  may  flatten  or 
even  decline  to  bring  stock  prices  back 
in  line  with  company  earnings." 

So  far  this  year  fiindholders  seem  to 
be  ignoring  Johnson's  sensible  warn- 
ings. Though  higher  than  last  year, 
redemptions  have  not  been  excessive. 
Take  the  $822  million  Biotechnology 
Portfolio,  which  attracted  $700  mil- 
lion of  new  money  in  1 99 1 .  As  of  Mar . 
31,  net  redemptions  were  just  $136 
million.  And  the  $900  million  health 
care  fiand,  which  drew  almost  $500 
million  in  1991,  saw  less  than  $90 
million  of  net  redemptions  in  the  first 
quarter. 

Fidelity  continues  to  put  caution- 
ary notes  in  the  annual  reports  of  its 
diversified  stock  fiands.  Sooner  or  lat- 
er, the  fiindholders  will  start  paying 
attention. 

-Suzanne  Oliver 

Fallen  angel 

Lindsay  Manufacturing  Co.  is  the 
world's  leading  maker  of  automated 
agricultural  irrigation  systems 
(Forbes,  Apr.  29,  1991).  The  Lind- 
say, Nebr. -based  company  (estimated 
1992  sales,  $106  million)  sells  these 
systems  under  the  Zimmatic  trade- 
mark. Since  198S  debt-free  Lindsay's 
per  share  earnings  have  increased 
nearly  twelvefold,  as  it  has  focused  on 
sales  to  countries  with  irregular  rain- 
fall. Lindsay's  o-t-c  traded  stock  has 
also  done  splendidly.  Between  tall 
1990  and  last  February  it  rose  from  8 
to  44.  (There  are  4.6  million  shares.) 


But  since  February  the  stock  is 
down  30%,  to  a  recent  3V4.  Why? 
According  to  analyst  Larry  Hollis  of 
Milwaukee's  Robert  W.  Baird  &  Co., 
investors  have  overreacted  to  the 
earnings  that  Lindsay  reported  for  the 
quarter  ended  Feb.  29.  They  were  37 
cents  a  share,  versus  46  cents  in  the 
year-earlier  quarter. 

The  main  reason  for  the  poor  com- 
parison, says  Hollis,  is  that  fiscal 
1991's  second  quarter  was  much 
stronger  than  usual.  Shipments  to 
Saudi  Arabia,  Lindsay's  largest  market 
after  the  U.S.,  were  delayed  because 
of  the  Persian  Gulf  conflict.  Hence 
the  earnings  bulge  in  the  second  quar- 
ter, when  the  Saudis  took  delivery. 

There's  also  been  concern  that 
weak  North  American  demand  for 


^ 

M 
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^ 
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An  aerial  view  of  a  Saudi  irrigation  project 
Good  growth  prospects  for  Lindsay. 


tractors  and  combines  would  spread 
to  Lindsay's  products.  But  Hollis  says 
that  over  the  first  six  months  of  fiscal 
1992  (ending  Aug.  31 ),  earnings  rose 
26%  and  sales  were  ahead  11%.  For 
the  ftill  year,  Hollis  estimates  earnings 
will  be  up  23%,  to  $2.35  a  share;  he's 
looking  for  $2.75  in  fiscal  1993. 

Are  value  stocks 
overvalued^ 

In\'ES  tors  are  worried  about  market 
reactions  to  nast)'  earnings  surprises, 
which  is  not  good  news  for  growth 
stocks.  But  are  investors  in  so-called 
value  stocks  more  exposed  to  sur- 
prises than  they  might  think.^  Mark 
Stumpp,  Newark,  N.L-based  re 
search  director  for  Prudential  Oiversi 
fied  Investment  Strategies,  thinks  so. 
Stumpp,  whose  outfit  manages 
over  $  1 2  billion  in  assets,  notes  that  in 
1983,  when  the  last  recession  ended, 
low-r/E  stocks  handily  beat  gnnvth 


stocks.  But  this  time  he  thinks  the 
outcome  will  be  different. 

Stumpp  looks  at  numbers  compiled 
by  Frank  Russell  Co.,  the  pension 
fiind  consultants.  Russell  breaks  the 
entire  market  in  half,  based  on  price - 
to-book  ratios.  The  half  with  the  low- 
est ratios  are  called  value  stocks;  the 
other  half  are  growth  stocks. 

The  value  categor\',  Stumpp  ex- 
plains, generally  sports  lower  average 
p/Es  than  the  growth  group.  Since 
March  1979  (when  the  data  series 
begins)  the  average  p/e  of  the  growth 
stocks  has  doubled,  from  10  to  20 
times  trailing  12 -month  earnings.  But 
the  average  P/E  for  value  stocks  has 
risen  from  6  times  to  a  recent  30  times 
or  so — the  result  of  depressed  earn- 
ings caused  by  the  recession  and  big 
writeoffs.  Indeed,  the  value  stock 
group's  average  P/E  forged  higher 
than  the  growth  p/e  in  the  summer  of 
1991,  and  hasn't  quit  rising  since. 

"Although  the  [Russell]  data  only 
go  back  to  1979,"  Stumpp  says,  "this 
marks  the  first  time  the  stock  market 
has  paid  less  for  $1  of  earnings  from 
growth  stocks  than  for  SI  of  earnings 
from  value  stocks."  His  conclusion: 
The  value  group  is  now  over\alued. 

Bad  news, 

good  opportunity 

Even  in  the  teeth  of  the  recession, 
earnings  for  Houston -based  Cooper 
Industries,  Inc.  rose  8%  last  year,  to 
$3.04  a  share.  That's  even  more  im- 
pressive when  you  note  that  o\  er  60% 
of  the  $6.2  billion  (sales)  company's 
profits  are  from  such  economically 
sensitive  businesses  as  electrical  and 
automotive  products,  electrical  p>ow- 
er  equipment,  tools  and  hardware. 
Cooper's  petroleum  and  industrial 
group  also  held  up  well,  accounting 
for  38%  of  earnings. 

Lately,  however,  things  have  not 
been  going  so  well  for  Ccxipcr.  Ana- 
Ivsts  ha\  e  recenih-  been  slashing  their 
19^J2  per  share  earnings  estimates  for 
Cooper — from  $3.40  to  S3. 10.  Esti- 
mates for  W^3  u.^icd  to  be  $3.90;  now 
they're  S3. 35  to  S3. 75.  The  basic 
problem:  The  deteriorating  L'.S.  oil 
exploration  market  will  i>tl^et  many  of 
the  near  term  benefits  to  Ccxipcr 
fri>ni  a  general  ecom^mic  recover*'. 

Following  the  earnings  rcusions, 
the  market   has  punished  Ciwpcr's 
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The  Last  Word  on 
Thought  Leaders 


Insight  readers  turn  to  the 

last  page  first.  Why?  For 

"The  Last  Word"  -  Insight's 

consistently  best- read 

column,  the  lowdown  on 

cutting  edge  issues. 

Insight  has  the  last  word 
,on  efficiency,  too.  For  every 
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opinion  leader  reached  by 
Commenfary,  five  can  be 
reached  more  efficiently 
through  Insight. 

Insight.  Food  for  Thought 
Leaders.  To  learn  more  about 
Insight,  call  James  D.  McVey, 
Publisher,  at  212-599-1730. 


More  Opinion. 
More  Opinion  Leaders. 


ON  THE  NEWS 


source:  Erdos  &  Morgan/MPG  -  Opinion  Leaders  1990 
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This  is  the  way  you  always 
imagined  the  South  Pacific 


^ead  what 
Andrew  Harper's 
!de  to  unspoiled  places 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise. 


fLdeai^^ayBepori' 


It's  the  vacation 
of  a  lifetime  for 
$2,1 00  a  week! 

ri 


^^T^^aken  as  a  whole,  Fyi  is 
■      B      'perhaps  the  most  idyllic  and 
^  ^  I        hospitable  archipelago  in  the 
B  ^  B        South  Seas,  its  essence 

i^^L     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dirmer  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells — 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 
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stock.  Since  late  April  the  company' 
112.1  million  Big  Board  shares — re 
cent  price  around  50 — have  droppec 
13%  in  a  record-breaking  market. 

But  Dillon,  Read  analyst  Andrev 
Silver  thinks  this  bad  news  gi\'es  pa 
tient  investors  a  chance  to  buy  a  quali 
t\'  stock  at  depressed  prices.  Over  tht 
next  five  years  he  thinks  Coope 
should  sustain  10%  to  15%  earning 
growth.  Eventually,  he  says,  even  thi 
energ)'-related  business  will  rebound 

Over  the  next  12  months,  Silve 
thinks  Cooper's  stock  u  ill  rise  to  65 
That  would  be  a  handsome  30%  gaii 
from  current  levels. 

Momentum  studies 

Ec:ox()Mic:  Analysis  Associ.^tes 
based  in  Stowe,  Vt.,  tracks  consume 
spending  pitterns  in  about  140  in 
dustries.  Even'  quarter,  Lawrenc* 
Sterne,  who  runs  the  firm  with  hi 
wife,  Susan,  recommends  a  handfiil  o 
stocks  from  each  of  the  industries  tha 
show  good  spending  momentum. 

One  group  Sterne  currently  find 
attractive  is  the  telephone  industrs'.  A 
the  recover}'  continues,  Sterne  as 
sumes  earnings  estimates  will  proba 
bly  have  to  be  adjusted  upward.  Hi 
choice  in  the  group  is  BellSouth  (re 
cent  NYSK  price,  49^/2;  yield,  5.6%) 
The  consensus  per-share  estimates  fo 
1992  and  1993  are  S3. 29  and  S3. 49 
respectively.  The  stock  sells  fo 
around  14  times  anticipated  199.' 
earnings,  cheap  in  Sterne's  opinion 
(For  more  on  telephone  stocks,  seep.  t>9. 

Sterne  also  likes  travcl-rclaici 
stocks.  His  tlivorite  is  Club  Med  (25) 
which  sells  for  roughly  ten  time 
estimated  1992  earnings.  .\nd  h 
thinks  Marriott  has  been  oversold 
Recently  16  and  near  its  12-montl 
low,  it  is  selling  at  13  times  199. 
estimates.  AmiMig  the  airlines,  Stcme" 
choice  is  Atlantic  Southeast  Airline 
(32V2  o-t-c),  a  commuter  tnitfit  20" 
(n\ncd  by  Delta.  The  stixk  sells  fo 
around  12  times  1993  estimates. 

In  durable  gcuKls,  Sterne  j-K>ints  ou 
that  makers  of  hand  tcxils  are  sti 
reporting  respectable  profits  despit 
the  long  recession.  On  a  relative  pric 
basis,  he  likes  Snap-On  Tools  (34 
and  Stanley  Works  ^42-^'4).  HinalK 
Sterne  says  renew  ed  growth  in  bic\  cl 
sales  makes  Hufh  U^*^*)*  the  leadin 
U.S.  manufacturer,  a  buy.  ■ 

Forbes  ■  Max  2S,  199 


We're  the  largest  private,  non-profit 
planter  of  trees  in  the  world  (twenty-one 
million  last  year). 

We  worked  with  268,000  farmers  to 
produce  crops  and  fuel  wood. 

We  trained  12,000  people  in  small 
businesses  and  created  83,000  jobs. 

We  helped  immunize  3,290,000 
mothers  and  children  against  major  illness. 

We  helped  train  14,000  community 
health  workers. 

All  this  and  more  in  1991 . 

Our  emergency  relief  for  disaster 
victims  continues.  As  does  our  unwavering 
commitment  to  helping  millions  of  refugees. 

Very  simply,  CARE  does  what  no  one 
else  can  do. 

Because  CARE  has  the  power  to  get 
things  done. 

And  you  have  the  power  to  make  it 
happen. 

Give. 

CARE  does  what  no  one  else  can  do. 


We  invite  your  corporation  to  join  the  CARE  Corporate  Council.  Please  write  hAn  M.  Hennessy,  Council  Chatrrmn,  CARE,  660  Frnt  Atw. ,  New  York,  New  York  10016,  (212)  779-7IV)). 
C(/rpi)raie  Partners:  The  AES  Ctrrporatiim.  IBM  Corporatum.  Starbucks  Coffee  Cimipany.  Executive  Members.  Amcrwran  President  Lmes,  Ltd  .  Amity  Leather  Pnniucts  C<im/jan\.  Archer 
Daniels  Midland  Cirmpany,  Bankers  TriLst  Company.  The  Boeing  dnnpany.  CS  First  Boston.  Inc..  Central  Gulf  UnesrX'aterman  Steam.sh^  Cirrptrratum.  Cereal  Food  Prixessirrs.  Chase 
Manhattan  Bank,  Chemical  Bonicinj^  C(np(trati(m.  Chrysler  Cirrptiratum.  CITICORP.  Diagnostic  Pnxlucts  drrporatum.  FufiLsu  AnuTica.  Inc  .  KPMC  Peat  Marunck.  LSue  AsuKiates, 
Lykes  Bros.  Steamship C'o. ,  /nc. ,  MacmiUan.  Inc.,  Melville  Corptnatum,  MM Corporatum.  Rollins  Burdick  HunuT,  SalLc  Mae.  Schermg-Plough  Corpirratum,  Sxmvy  Sampling.  Irv:  .  Toyota 
Motor  Sales.  USA.  Inc..  Unum  Pacific  Corpirratum,  W  R.  Ciracc  &  Co. .  Willis  Corrixm,  Wm  H.  MidL-r  Shippii\g Cirrpttratum .  Xctdx  Corpirratum  AssiKuue  Mitn/vn  The  Alfstad  Blank 
Group,  American  Express  Cirmpany,  ASARCO,  Inc..  Bank  of  America.  The  Blacksume  Ciroup.  CaruUe  Cirrpirralum.  Cxtntm  USA.  Inc..  Champum  Inwnruuumal  Cinporatum.  CJvxnm 
Citrporatum,  The  Coca-Cola  Cimxfxmy,  ConAgra,  Inc..  Cirming  Incirrpirrated.  Delaware  Nirrth  Companus,  /nc  .  The  Eqiuiahle,  Ernst  &  Young,  The  Fmj  Natumal  Bank  of  Chicago, 
Firrhes,  Inc.,  FranWin  Group  of  Funds.  Cjt'(rrj;i'  H  johason  Properties.  InterMedia  Partners.  James  D  WtAfei\st)hn .  Inc.,  Joseph  E  Seagram  &  Sims,  Inc  .  Land  O'Lakes,  Ine  .  Letmoni, 
Street  &  Deinard.  Lombard  Wmid  Trade.  Inc.  McCann-Ericksim  Worldwide.  Mcehan  Steaway  Serxnce.  Ltd.,  Memll  Lynch  &  CArmpany.  MiLsui  Manufacturers  Bank.  MSI  InsuraiKe 
FounJation,  Mutiuil  of  America.  Natumwuk  Insiirame  Foundatum.  Orack'  Cirrptrratiim.  Sara  Lee  Cirrpitratum,  SAS  Irvtituu,  Inc  ,  Sea-Land  Citrpinatum.  Simpstm  Thacher  &  Hartletf. 
Skadden.  Arps.  Slau.  Meagher  &  Ffcnn,  Stone  &  Webswr.  Inc..  Suiiitwn  &  CnmiuvU.  Thomas  H  Lee  C()mpan>,  Ttmherland  Cc<mpan>.  Time  Warner.  Inc  .  USLIFE  Gnptwantm. 
Vaimont  Jmlttstnes,  Inc.,  William  E.  Simim  &  Sims.  Inc. 
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Feast  Or  Famine? 


The  future  of  the  economy  is  a  meaty  issue 
Some  still  see  recession.  Others  see  resurgence. 
But  what  you  sec  is  not  .always  what  you  get. 
Unless  you  get  Financial  World.  We  go 
beyond  the  bottom  line  to  read  between 
the  lines.  We  examine  thr  corporate, 
strategic  and  financial  decisions  of 


today,  and  analyze  their  impact  on  tomorrow. 
It's  in-depth.  It's  insightful.  And  it's  a  must 
read  for  a  host  of  big  fish.  In  fact,  over  40%  o 
the  executives  who  read  America's  Oldest 
Business  Magazine  arc  CEOs  or  CFOs.  So  dig 
into  Financial  World  every  two  weeks. 
We  put  the  gut  issues  on  the  tabic. 


READING  BETWEEN  THE  LINES 


\ 
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EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

(From  the  issue  oe  M^y  27,  1922) 
"The  old,  easygoing,  overgrown 
southern  village  that  used  to  be  the 
national  capital  no  longer  exists.  In 
the  last  five  years  Washington  has 
become  a  truly  metropolitan  city, 
though  the  change  has  been  more 
atmospheric  than  physical.  Washing- 
ton has  become  the  business  as  well  as 


the  pohtical  capital  of  the  nation." 

"For  the  first  time  in  many  months 
the  National  Industrial  Conference 
Board  reports  slight  wage  increases 
from  several  industrial  centers.  These 
increases,  the  Board  points  out,  are 
indicative  partly  of  better  conditions 
in  the  plants  concerned  and  pardy  of  a 
greater  demand  for  labor." 

"Westinghouse  Electric  is  turning 
out  500  complete  radio  sets  a  day,  and 
production  is  being  increased  as  rap- 
idly as  additional  facilities  can  be  pro- 
vided. The  radiophone  promises  to 
rival  the  phonograph  as  a  source  of 
quick  profits." 

60  years  ago 

«  (From  the  issue  of  June  1 ,  1932) 
"Ludington  Lines,   New  York  to 
Washington  every-hour-on-the-hour 
airline,  is  filling  nonproductive  empty 
seats  by  applying  excursion  rate  tick- 


a  day ...  or  two 


ets  to  air  travel.  Five-dollar  'student 
rate'  tickets  (half  the  usual  fare)  are 
sold  for  New  York  to  Washington 
early  morning  flights.  .  .  ." 

"More  than  one-third  of  all  indus- 
trial stocks  are  selling  in  the  open 
market  for  less  than  the  companies' 
net  quick  assets.  Scores  of  common 
stocks  are  selling  for  less  than  [the] 
cash  in  the  company's  treasury.  .  .  ." 

50  years  ago 

JFrom  the  issue  of  June  1,  1942) 


Even  in  dark  1932,  American  Airiines 
(then  American  Airways)  was  selling 
air  travel  as  tlie  fun  way  to  go. 


The  bicycle  got  greiit  press  in  1942, 
witness  this  shot  of 
price  czar  Leon  Henderson 
riding  new  "victory"  bike. 


"In  England  a  bicycle  is  already 
worth  its  weight  in  gold.  When  a  ship 
carrying  a  foreign  consignment  of 
bicycles  was  recently  torpedoed  and 
beached,  the  entire  cargo  was  sal- 
vaged, each  bic\'cle  dismantled, 
cleaned  and  reassembled  for  market- 
ing. .  .  .  Bicycles  now  transport  nearly 
25%  of  the  population." 

"Never  before  in  wartime  have  the 
farmers  of  this  or  any  other  countn*' 
had  the  experience  of  being  depcn 
dent  upon  rubber-tired,  motor-driv- 
en vehicles  to  haul  their  produce  to 
market.  .  .  .  This  particular  job  is  one 
that  can't  be  turned  over  to  the  rail 


roads  or  waterways  or  to  anything  else 
except  horsepower — if  we  had  the 
horses." 

25  years  ago 

(From  THE  ISSUE  OF  June  1,  1967) 
"Given  the  long  rise  in  the  stock 
market  during  the  last  ten  years,  the 
number  of  New  York  Stock  Ex- 
change-listed companies  whose  stock 
sells  near  or  below  their  net  working 
capital  per  share  has  diminished 
steadily.  In  1958  Forbes  compiled  a 
hst  of  94  such  companies;  by  1967 
the  hst  had  shrunk  to  11." 

"After  a  four-year  heyday  for  the 
sixes,  the  marked  trend  back  to  the 
eight-cylinder  engine  is  welcome 
news  to  many  auto  suppliers  who  are 
hurting  because  of  this  year's  sluggish 
auto  sales.  In  the  first  quarter  of  this 
year,  for  instance,  77.6%  of  the  new 
cars  registered  were  eights  in  contrast 
witii  a  low  of  50.5%  in  1961 .  .  .  ." 

10  years  ago 

(From  THE  issue  OF  May  24, 1982) 
"The  arbitrage  game  looks  easy.  Big 
Bad  Wolf  Industries  expresses  an  in- 
terest in  acquiring  Litde  Lamb  Inc. 
You  stock  up  on  Littie  Lamb  shares, 
knowing  that  Litde  Lamb  manage- 
ment will  protest  the  initial  offer  as 
grossly  inadequate.  Someone  eventu- 
ally makes  a  better  offer,  and  you  sell 
your  Litde  Lamb  shares  at  a  profit.  In 
recent  years  things  have  been  almost 
that  simple." 

"The  British  have  always  been  am- 
bivalent, if  not  downright  hostile,  to- 
ward commercial  success.  They  still 
are.  Witness  the  case  of  a  talented 
American  executive,  Richard  V.  Gior- 
dano. Last  year,  rvso  years  after  he 
took  the  helm  of  Britain's  Boc: 
Group  .  .  .  the  company's  pretax 
profits  were  up  by  50%  fi-om  1980,  to 
SI 85. 4  million;  di\idends  were  up  by 
10%.  BOc's  shares,  traded  on  the  Lon- 
don Stock  Exchange,  rose  50%. 

"So  what  did  Giordano  get  for  his 
trouble?  A  lot  of  flak,  as  it  turned  out. 
At  the  company's  annual  meeting  in 
London  in  Februars',  shareholders 
griped  that  Giordano's  salar>',  at 
$954,000,  was  the  highest  known 
salan*'  paid  to  a  British  executive  last 
year.  'Obscene,'  one  shareholder 
veiled  from  die  floor."  !■ 
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THOUGHTS  OH  THE  BUSIHESS  OF  LIFE 


Trees  sent  Joyce  Kilmer, 
but  nothing  quite  sends 
most  Americans  like  the 
smell  of  a  new  car  interior 
and  the  soul-satisfying 
sound  of  shutting  a  new 
car  door.  There  are  few 
among  us  who  don't  find 
that  sound  as  exciting  as 
any  bar  of  music.  There 
are  few  among  us  who 
do  not  put  a  new  chariot's 
aroma  on  a  par  with  the 
perfume  of  the  loveliest 
blooms.  It's  a  deep 
yearning  for  both  of  these 
that,  at  this  time  of 
year,  drives  so  many  to 
the  nearest  auto  showroom. 
Call  it  what  you  want,  or 
call  for  the  psychiatrist, 
but  it's  a  powerful  fact 
of  American  life. 


-Malcolm  Forbes 


A  Text ... 

When  thou  passeth  through 
the  waters,  I  will  be  with 
thee;  and  through  the  rivers, 
they  shall  not  overflow  thee: 
when  thou  walkest  through 
the  fire,  thou  shall  not  be 
burned;  neither  shall  the 
flames  kindle  upon  thee. 
-Isal\h43:2 


Sent  in  by  Mrs.  Mabel  B.  Harp, 
Wagoner,  Okla.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


If  you  feel  that  you  have 
both  feet  planted  on  solid 
ground,  then  the  university 
has  failed  you. 
-Robert  Goheen 

I  wouldn't  attach  too  much 
importance  to  these  student 
riots.  I  remember  when  I 
was  a  student  at  the  Sorbonne 
I  used  to  go  out  and  riot 
occasionally. 
-John  Foster  Dulles 

Children  have  to  be  educated, 
but  they  have  also  to  be  left 
to  educate  themselves. 

-Ernesi  Dimnet 

Don't  join  the  book  burners. 
Don't  think  you  are  going 
to  conceal  faults  by 
concealing  evidence  that 
they  ever  existed.  Don't  be 
afraid  to  go  in  your  library 
and  read  ever\'  book. 
-DwiGHT  D.  Eisenhower 


Sixty  years  ago  I  knew 
everything;  now  I  know 
nothing;  education  is  a 
progressive  discovery  of 
our  own  ignorance. 
-Will  Durant 

My  education  began  with  a 

set  of  blocks  which  had 

on  them  the  Roman  numerals 

and  the  letters  of  the 

alphabet.  It  is  not  yet 

finished. 

-Calvin  Coolidge 

Mistakes  are  part  of  the  dues 
one  pays  for  a  fi.ill  life. 
-Sophia  Loren 


More  than  9.000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


I  find  the  three  major 
problems  on  a  campus  are 
sex  for  the  students, 
athletics  for  the  alumni, 
and  parking  for  the  faculty. 
-Clark  Kerr 

The  test  and  the  use  of 
man's  education  is  that  he 
finds  pleasure  in  the 
exercise  of  his  mind. 
-Jacques  Barzun 

Prejudices,  it  is  well  known, 
are  most  difficult  to 
eradicate  fi"o."i  the  heart  whose 
soil  has  never  been  loosened 
or  fertilized  by  education; 
they  grow  there,  firm  as 
weeds  among  stones. 
-Ch.\rlotte  Bronte 

Colleges  are  places  where 
pebbles  are  polished 
and  diamonds  are  dimmed. 
-Robert  Ingersoll 

Higher  education  is  booming 
in  the  U.S.;  the  Gross 
National  Mind  is  mounting 
along  with  the  Gross 
National  Product. 
-Malcolm  Muggeridge 

Men  are  born  ignorant,  not 
stupid;  they  are  made 
stupid  by  education. 
-Bertr.\no  Rl'sseli 

That  which  w  c  do  not  call 
education  is  more  precious 
than  that  \\  hich  wc  call  so. 
-Ralph  W.\ldo  Emerson 

Next  in  importance  to  fi*ccdom 
and  justice  is  popular 
education,  without  w  hich 
neither  ft-ccdom  nor  justice 
can  be  permanently  maintained. 
-I.\.\n  s  A.  CiAreield 

Whi^so  neglects  learning  in 
his  vouth  loses  the  past  and 
is  dead  tor  the  tliturc. 

-EURIPIDF.S 
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It's  a  whole  new 
kind  of  all-season 
technology 
Climate 
Control. 

And  only 
Michehn 
tires  have  it.  Climate  Control 
means  comfort. 

The  kind  of  comfort  that  comes 
from  the  most  advanced  all-season 
luxury  performance  tire  we've 
ever  made— the  new  MXV4. 

With  a  tread  design  that  does 
more  than  look  special.  It  is 

special.  Because  it  helps 
\  M    maintain 

1         ^    Michelin's 
renowned 


all-season 
performance 
from  the 
first  mile 
fo  the  last. 
And  you  get 
our  excellent 
traction,  grip  and  high-speed 
stability  come  rain,  snow  or  shine. 

Plus  the  classic 
smooth  and  quiet 
ride  that  makes  a 
Michehn  a 
Michelin 


And  lesser  tires 
just  that. 

Best  of  all,  because 
the  MXV4  is  a  Michelin,  you 
know  it's  going  to  last. 
So,  whv  settle  for  a 
tire  that  merely  copes 
with  challenging  roads  when 
you  can  get  the  •j  .^    one 
that  actually    '-^T^*^*  enjoys 
them.  *     * 

The  new  Michelin  MXV4  with 
Climate  Control. 
The  luxury  performance  tire 
engineered  to  keep  your 
temperature  from 
rising. 

MICHEUN 

■KAUa  so  MU04  B  RBM6 
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Its  a  short  flight 
to  the  next  millennium. 

The  fastest  way  to 

get  there  is  in  the  new 

Falcon  2000. 
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How  many 
Morrison  Knudsen 
employees  see  their 
boss  and  his  wife 
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WhoHasAWorldof 
Hemational  Experience? 


Zurich- American.  We  cover  the  globe  in  order  to 
cover  your  business. 

In  fact,  as  part  of  the  worldwide  Zurich  Insurance 
Group,  one  of  the  largest  insurance  organizations, 
we  can  offer  a  worldwide  network  doing  business  in 
over  80  different  countries. 

And  risk  management  products  and  services 
are  our  only  concern.  So  you  are  assured  of  in-depth 
understanding,  commitment  and  professionalism, 
both  for  foreign  exposures  of  American  companies 
and  American  subsidiaries  of  foreign  corporations. 

So,  if  you're  looking  for  truly  expert  international 
service,  just  look  to  Z-A.  Zurich- American. 


ZURJCH'AMERJCAN 

L        INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company 'American  Guarantee  and  Uability  Insurance  Company  •  Executive  Offices.  Schaumborg.  IL  60196 
A  MEMBER  Of  "mE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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YOU     FIGHT     THIS     CONSTAN 


FISCALLY    RESPONSIBLE    ANE 


CONSIDER    THI 


Today,  the  idea  of  spending  thousands 
of  dollars  more  on  a  luxury  sedan  for  the 
cachet  of  having  a  hood  ornament  appears 
hopelessly  unjustified. 

No,  these  are  the  nineties,  an  era  of 
renewed  sensibilities.  And  instead  of  driving 
a  sedan  that  demonstrates  how^  w^ealthy 
you  are,  many  of  you  are  electing  to  drive 


We  believe  some  dungs  in  a  luxury  car  should 

never  be  considered  a  luxury:  like  die  safecy  of  its  occupants. 

Which  is  why  the  Maxima  CXE  offers  such  items 

as  optional  ABS  brakes,  optional  driver's  side  aidjag  and  a 

Digital  Touch  Entry  System. 
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Maxima  CXE  shovi'n  in  Pebble  Beige  Metallic  with  Luxury  and 
Leather  Trim  Packages,  driver's  side  airbag  and  ABS  brakes. 
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IA.TTLE     BETWEEN     BEING 
EWARDING    YOURSELF. 

TRUCE. 


edan  that  shows  how  smart  you  are. 

TTie  Nissan  Maxima:  GXE. 

It  offers  all  the  amenities  you  would 
dtct  to  find  in  sedans  costing  twice 
-nuch:  including  a  Digital  Touch  Keyless 
try  System,  air  conditioning,  power 
endows  and  door  locks,  AM/FM  cassette 
th  Dolby* a  sophisticated  theft  deterrent 


system  and  optional  equipment,  such  as  a 
power  sunroof,  4-way  power  adjustable 
drivers  seat,  compact  disc  player  and  seating 
surfaces  appointed  in  leather. 

Of  course,  what's  under  the  hood  is  no 
less  impressive.  There  you'll  find  a  sequential, 
multi-point,  fuel-injected  160  horsepower 
V6  that  will  ensure  our  interior  doesn't  make 
you  too  sedate. 

If  all  of  this  is  making  the  rational,  right- 
side  of  your  brain  start  to  protest,  consider 
that  our '89  GXE  has  retained  more  of  its 
original  suggested  price  than  either  the '89 
BMW  525i  or  the '89  Acuta  Legend  Sedan* 

All  of  which  suggests  the  only  inner 
battle  you'll  have  /^^^\ 

to  face  now  is  ^^^^^^ 

,  ,  .,  BUILT    FORTHE 

what  color  to  pick.       human  race: 

vy  1992  Call  1-800NISSAN6  foi  more  ;n/brmaf/on  Smart  people  always  read  the  hiK  prir\t  And  thry  always  wear  their  seat  beks  Dolbv  is  a  registered  trademark  ofDolb^-  Uboratorrs  bcrnang  Corp 
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One  of  the  best 
trend-surfers  of 
our  time,  x 

Bill  Agee  ^ 

brings  his 
imperial  man- 
agement style  to 
yet  another  compa- 
ny. Will  it  work 
this  time? 

j^mm  88 


The  Imperial  Agees 

By  Richard  L.  Stern  and  Reed  Abelson 
William  Agee  talks  of  using  Morrison 
Knudsen  as  a  vehicle  for  solving  many 
of  the  country's  problems.  But  Agee 
has  talked  big  in  the  past  and  with 
discouraging  results. 

A  Market  Grows  In  Russia  78 

By  Paul  Klebnikov 

While  the  Russian  government  dith- 
ers, human  ingenuity  is  building  a 
new  economic  system. 

Leverage  In  Reverse  161 

By  R.S.  Salomon  Jr. 

Leveraged  companies,  long  out  of 

favor,  are  starting  to  look  good  again. 


COMPANIES/INDUSTRIES 


45 


McDonnell  Douglas 

By  Howard  Banks 

Will  there  ever  be  an  MD-12  aircraft." 

It  looks  more  and  more  unlikely. 

Restaurants  46 

By  Zina  Sawaya 

Multibillionaire  John  Kluge  went 
into  the  restaurant  business.  Even 
business  geniuses  aren't  infallible. 

Forest  City  Enterprises  48 

By  Howard  Rudnitsky 

Here's  one   realty  outfit   that   may 

weather  the  storm  in  fine  shape. 

Chrysler  50 

By  Jerry  Flint 

riic  new  LH  model  line  shows  there's 

lots  of  life  in  old  Chrysler  yet. 


Up  &  Comers: 

Clear  Channel  Communications 

By  Claire  Poole 

How  a  Texas  investment  banker 
bought  a  radio  station  and  turned  it 
into  gold. 

Up  &  Comers: 

Worthington  Foods  62 

By  Richard  Phalon 

In  fat-free  foods,  litde  Worthington 
was  a  pioneer.  But  can  it  defend  its 
niche  against  the  big  boys? 

Acme  Metals  67 

By  Christopher  Palmeri 

Looking  for  a  cash- rich  steel  company 
whose  earnings  are  poised  for  a  smart 
rebound?  Look  no  further. 

Geo.  A.  Hormel  &  Co.  103 

By  Marcia  Berss 

Is  the  Hormel  family  loosening  its 

grip  on  the  company? 

Stone  Container  107 

By  James  Cook 

Businesses  like  this  one  are  doing 
more  to  rebuild  the  world's  forests 
than  professional  tree  buggers. 

Pay-Per-View  Cable  114 

By  Lisa  Gubernick  and  Amy  Feldman 

Cable  I^  operators  arc  finally  getting 

interested  in  pay-per-Niew. 

Exposures  Inc.  120 

By  Manjeet  Kripalani  and  Tatiana  Pouschine 
Bccominu,  a  father  drove  this  man  to 
start  his  own  business,  but  not  for  the 
reason  you  think. 


American  Maize-Products 

By  William  P.  Barrett  llaiii 

How  boss  William  Ziegler  III  is  fight-i  iqiei 
ing  to  keep  his  job.  His  sister  wantsi  \ja 
him  out.  /  Imeli 

i  ire's 
Western  Resources,  Inc.  124|  inrei 

By  James  Cook  j  jtes 

Do  utility  mergers  make  sense?  Twc 
Kansas  utilities  merged,  and  the  re '  )oTI 
suits  to  date  are  promising.  (  iCn 


INTERNATIONAL 
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As  I  See  It:  4ro<jii 

^HTeltsin  . . .  Has  Made  Mistakes,      miw 
Serious  Mistakes"  94j 

By  Paul  Klebnikov 
Mikhail  Gorbachev  says  his  successorAlKt) 
Boris  Yeltsin,  is  going  too  fast  ir!  [)itn 
introducing  a  market  economy. 

RTZ  Pic.  12:|jco 

By  Peter  Fuhrman 

With  metals  prices  down,  why  doe:!||i||i 
the  stock  market  love  "RT  Zed"  so? 


MONEY  &  INVESTING 


is: 
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The  Funds:  Momentum 

By  Suzanne  Oliver  ^^ 

Provident  does  extremely  well  in  bulKjI 
markets  for  growth  sttK'ks.  .'  {\^ 
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Streetwalker  16" 

Orcxcl  Burnham  Lambert;  Kcnna 
metal;  L'nii>n  fcxas  Petroleum  Hold 
ings;  Whirlpcx^l  Corp. 
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Meet  one  of  Russia's  new 
entrepreneurs.  Only  25,  he 
is  also  one  of  the  country's 
4  i  ichest  men. 


A  report  from  baseball  fantasy  camp: 
Pitching  a  portfolio  strategy  that  t>lends 
the  fundamental  with  the  technical. 
152 


Playing  an 
unfamiliar  role: 
white  knight  in  a 
messy  utility 
takeover  fight. 
IH^   128 


LAW  AND  ISSUES 


44 


Taxing  Matters: 
Supcr-LYONs 

'V  Laura  Jereski 

Vmelia  Earhart  is  alive!  Adam  and 
1  A-e's  bones  found  in  Colorado!  En- 
quirer dismembers  convertible  bond 
,  lor  extraordinary  tax  benefit! 
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On  The  Docket: 

A  Creditor's  Comeback  87 

3y  James  Lyons 

Bankruptcy  is  often  a  debtor's  play- 
ground. But  one  court  figured  out 
what  some  debtors  were  really  up  to. 


MARKETING 


Where  The  Maitre  D' 

Outranks  The  Chef  70 

3y  Joshua  Levine 

Manhattan's  trendy  Bice  is  trying  to 
221  become  a  McDonald's  for  the  elite. 


«s  Think  New  Zealand 


74 


3y  Joshua  Levine 

New  Zealand  does  not  loom  large  in 
the  U.S.  public  consciousness.  Can  a 
fancy  new  symbol  change  that.' 


COMPUTERS /COMMUNICATIONS 


42 


A  Message  From  Akihabara 

By  Andrew  Tanzer 

The  stranglehold  on  Japan's  personal 
computer  market  is  coming  to  an  end. 
Who  are  the  beneficiaries.'' 
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Learning  By  Example  130 

By  David  C.  Churbuck 

Why  the  Har\'ard  Business  School 
case  method  is  being  rediscovered  by 
the  artificial  intelligence  crowd.  Also: 
Commentary  by  Richard  A.  Shaflfer. 


SCIENCE  &  TECHNOLOGY 


136 


Juries  And  Video  Justice 

By  Peter  Huber 

Video  evidence  is  becoming  an  im 

portant  courtroom  tool. 


PERSONAL  AFFAIRS 


138 


Barbourians  At  The  Gate 

By  Peter  Fuhrman 

They're  expensive  and  pungent,  but 
wearing  a  Barbour  coat  is  a  way  for 
Britons  to  show  how  "in"  they  are. 

Mystery  Of  Late  Loan  Payments  139 

By  William  G.  Flanagan 

Paying  bills  by  personal  computer 
saves  time  and  trouble,  unless  some- 
one messes  up.  Then  it  can  drive  you 
nuts — and  damage  your  credit  rating. 

Collectors:  Bottom-Fishing 

For  Biedermeier  142 

By  Christie  Brown 

If  you  like  the  elegant  lines  and  fine 
wood  veneers  that  typify  the  Bieder- 
meier style  in  ftirniture,  you'll  love  the 
genre's  new  low  prices. 
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ACROSS  THE  ATLANTIC  AND  PACIFIC  TO  ASIA. 


BUT  PERHAPS  YOU'LL  FLY  WITH  US  FOR  ANOTHER  REASON. 
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On  2  July,  we're  introducing  the  fastest  direct  service  from  New  York  to  Singapore  six  times 
weekly  via  Brussels  or  Frankfurt.  We  also  fly  nonstop  daily  from  San  Francisco 
to  Hong  Kong  and  Los  Angeles  to  Tokyo  and  offer  five  weekly  nonstop  flights  from  Los  Angeles  to 
Taipei,  then  on  to  Singapore.  While  we  fly  across  both  oceans  on  the  world's  youngest, 

A  arcM  wj\  1(1  tl\ 

most  modern  fleet,  we  still  believe  in  the  romance  of  travel.  SinGAPORE  AiRLinES 
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"Memorial  Day  weekend,  1991.  I  was  home, 

relaxing,  having  a  good  time.  Little  did  i  know  that 

back  at  the  office  trouble  was  brewing."  Last  year,  lightning  struck  the  air  conditioning  at 


Guinness  America,  Inc.  headquarters.  And  even  though  nobody  was  around, 
got  too  hot  and  the  phone  system  shut  down,  an  AT&T  Mega  Watch""  tech- 
problem  immediately    AT&T  Mega  Watch  is  an  exclusive  AT&T  MEGACOM* 


Qur  technicians 

s'potting  trouble 

for  any  network 

Thanks  to 


when  the  building 
nician  spotted  the 
WATS  service, 
and  T1.5  circuits, 


monitor  your  phone  equipment 

before  you  can,  and  coordinate  repairs.  The  service  gives  you  one  contact 
and  equipment  problems  that  may  impact  your  AT&T  MEGACOM  WATS  service. 
AT&T  Mega  Watch,  a  repair  technician  was  at  Guinness  headquarters  early 
Tuesday  morning,  and  they  were  back  in  business  by  10:30  A.M. 

AT&T  Mega  Watch  is  one  of  many  striking  ways  that  AT&T  MEGACOM  WATS  can  give  an  edge  to  businesses  that 


use  at  least  13,000  per  month  in  outbound  long  distance. 

And  all  the  technology  service  and  innovation  are  in 
addition  to  the  deep  discounts  of  AT&T's  biggest  WATS 
savings  plan. 

What's  more,  if  you  sign  up  by  June  13,  1992,  we'll  waive 
the  installation  and  start-up  charges,  which  average  $2100* 

So  call  your  AT&T  Account  Executive,  1  800  247-1212, 
Dept.  SB4,  or  return  the  coupon  today  The  more  your 
business  depends  on  outbound  long  distance,  the  more  your 
business  needs  AT&T  MEGACOM  WATS. 

'Installation  must  be  accepted  by  September  13,  1992.  Customer  must  maintain 
service  for  six  consecutive  months  with  minimum  average  usage  of  $1,900  per  new 
Account  Number  Other  restrictions  may  apply. 
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Yes,  your  AT&T  MEGACOM*  WATS  service  with  AT&T 
Mega  Watch '"  strikes  me  as  a  good  idea.  Please  send  me 


n 


more  information,  todav 


Name 


Tule 
( 


) 


Company 


Telephone  number 


.\ddress 


Ciiy 


Zip 


Curreni  long 
distance  service 


Averaije  monthly  outbound 
long  uisiance  usage 


To  receive  free  ATikT  MEGACOM  WATS  installation  and  Startup  costs  you 

must  sign  up  hy June  IX  1992 for  installation  by  September  1 3.  1992 

Other  resiriciions  may  apply  Call 

your  AT&T  Account  Executive  or 

1  800  247 1212,  iJept  SB4  or  » 

mail  this  coupon  to  AT&T,  PO  Box 

4S038,  Jack.sonville,  FL  32232  99■^ 

Or,  if  you  prefer,  fax  It  to  1  800 

2482492. 
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SIDE  LINES 


Russia's  capitalistic  youth 

For  A  FASCINATING  LOOK  at  Russia's  painful  emergence  from  bureau- 
cratic socialism  to  a  free  market  system,  read  Paul  Klebnikov's  "A 
market  grows  in  Russia,"  on  page  78.  Klebnikov,  who  speaks  fluent 
Russian,  visited  the  commodity  exchanges,  electronic  versions  of  the 
old  European  trade  fairs  that  serve  as  a  combination  of  marketplaces 
and  trading  companies  in  the  evolving  Russian  capitalism. 

I  asked  Klebnikov  for  his  impressions  of  how  Russians  cope  with 
the  breakdown  of  one  system  and  the  birth  of  another.  He  writes: 

"Socialism  imbued  many  Russians  with  an  expectation  of  cradle- 
to-grave  social  protection,  yet  it  couldn't  wipe  out  the  inherent 
industriousness  of  the  people.  Walking  along  a  Moscow  street,  I 
watched  a  middle-aged  woman  with  a  10-year-old  son  begging  for 
money.  They  looked  healthy  and  were  reasonably  well  dressed.  They 
were  surrounded  by  a  crowd  of  passersby .  No,  the  passersby  were  not 
commiserating  with  'victims  of  Yeltsin-omics.'  They  were  berating 
the  panhandlers.  'We  all  have  it 
hard,  what  gives  you  the  right  to  be 
a  freeloader?'  one  bystander  re- 
monstrated. 'Don't  beg,  get  to 
work!'  another  said  angrily. 

"Russia  is  in  a  slump  that  rivals 
our  Great  Depression  and  the  peo- 
ple have  tapped  their  famous  sur- 
vival instinct  in  the  face  of  rumors 
of  crop  failure  and  food  shortages. 
Instead  of  depending  on  the  gov- 
ernment to  do  something,  tens  of 
thousands  of  city  dwellers  travel  to 
the  countryside  on  weekends  to 
plant  cabbage  and  potatoes.  Just 
outside  Moscow,  every  available 
bit  of  soil — along  railroads,  empty  ^^^H 
lots,   parks — was   swarming  with 

Muscovites  digging  and  planting.  I  am  told  that  the  same  thing  is 
going  on  in  all  the  cities. 

"But  while  the  survival  instinct  and  pride  of  the  people  wasn't 
crushed  by  socialism  a  lot  of  the  self-reliance  was.  That's  why  the 
younger  generations  are  the  real  agents  of  change.  As  my  article 
reports,  the  busding  entrepreneurs  are  in  their  20s,  often  in  their 
teens.  Even  the  economic  policy  makers  are  relative  kids:  The 
architect  of  Yeltsin's  economic  reform,  Yegor  Gaidar,  is  in  his  mid- 
30s;  so  are  the  ministers  of  justice  and  foreign  affairs. 

"The  older  generation,  by  contrast,  doesn't  quite  know  how  to 
cope  beyond  planting  potatoes  and  castigating  beggars.  They  tend 
to  regard  the  new  business  people  as  kids  cornipted  b\-  Western 
values.  They  shake  their  heads  in  a  mixture  of  en\y  and  admiration 
but  seem  unable  to  adapt.  Russia  today  belongs  to  the  young." 

Just  back  from  Moscow,  Klebnikov  joined  Steve  Forbes  and  me  in 
interviewing  deposed  Soviet  President  MikJiail  Gorbachev  in  New 
York.  As  the  interxicw  on  page  94  makes  clear,  Gorbachev  sides  Nsnth 
the  oldsters,  complaining  that  Yeltsin  is  going  too  fast  in  his  rcftirms. 
Gorbachev  isn't  prepared  to  concede  that  stxialism  failed.  In  so 
many  words  he  blames  Russia's  economic  woes  on  Jck  Stalin. 


Mikhail  Gorbachev 
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How  to  be  intelligent  about  taking  pictures 
without  consulting  your  brain. 


MAXXUM'xL  CAMERAS 


Suddenly,  it's  a  no  brainer. 

All  the  knowledge  you  used  to 

need  to  take  brilliant  photos  is 

built  right   ^^^k  into  this 

fully  automatic,  Vam      little 


Maxxum'Xi    ^^^K^^      camera. 

Have  you  ever  captured  a 

speeding  skater  in  perfect  focus 

with  your  point-and-shoot 

camera?  Not  likely  Or  achieved 

a  dramatic  lighting  effect  on  a 

cityscape  when  the  light  is 

low?  We  didn't  think  so.  And 

yet  this  little  know-it-all  will 

handle  all  that  plus  zoom 

and  more  instantaneously 

You  can  even  add  your  choice 

of  lenses,  and  it'll  zoom 

farther  and  closer  than  any 

ordinary  point-and-shoot 

ever  dreamed  possible. 

That's  why  the  most  intelligent 

thing  you  can  do  is  select  one 

of  the  Maxxum  xi  cameras. 

And  then  give  your  brain  a  rest. 


Look  for  valuable  Minolta  USA  2-year  camera/5-year 

lens  limited  warranty  cards  with  your  products  For  mofe 

information,  see  your  selected  Vmoitadeaiero' write: 

Minolta  Corp  ,  Dept  CRl.  101  WiiiiamsDnve.  Ramsey, 

NJ07446.  InCanada  Minolta  Canada.  Inc.. Ontario 

C  1992  Minolta  Corporation 


ONLY  FROM  THE  MIND  OF  MINOLTA 
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The  KX-P2124.  a  24-pin  with  A  TM*  and  color  option. 


A  few  dot- matrix  printers 
offer  you  scalable  fonts. 

A  few,  color.  But  no  other 
printer  offers  you  scalable 
fonts. ..color.. .and  Panasonic* 
Quiet  Technology. 

PutourKX-P2124and 
2123  to  work  and 
you'll  get  the 
flexibility  of  Adobe 
Type  Manager' 
and  scalable 
fonts. ..you'll  add 
drannatoyour 
documents  with 
our  optional  color  kit.. .and 
you'll  hear  very  little,  indeed. 

Put  any  of  our  other 
Quiet  Technology  printers  to 
^lilM^^M  work  and 

^4lUm  you  can 

OPTION  accom- 
plish whatever  your  needs. 

From  our  2123,  a  budget- 
minded  24-pin  with  Adobe 
Type  Manager*  and  optional 


color.. .to  our  2624  wide- 
carriage  business  printer  with 
ATM*,...to  our  9-pin  2180  with 
6  near  letter  quality  fonts  and 
optional  color. 

All  with  the  kind  of  features 
that  made  Panasonic  printers 
the  leaders  of  the  industry. 
Such  as  multiple  paper  paths, 
EZ  '  Set  control  panels,  and  a 
two-year  limited  warranty  on 
parts  and  labor* 

The  Panasonic  2000 
Series  Quiet  Technology 
Printers. 

Call  us  for  more  informa- 
tion: 1-800-742-8086.  Or  visit 
your  Panasonic  dealer. 

fSee  your  dealer  for  warranty  details. 

*  ATM  and  Adobe  Type  Manager  are  rois- 
tered trademarks  of  Adobe. 
Available  on  selected  printers  only 


Panasonic 

Office  Au:ona:ion,^*'^v/' 


ONa  YOU'VE  TRIED  OUR 

QUIET  TKHNOLOGY  PRINTERS, 

YOU'U  NEVER  SETTLE  FOR 

ANYTHING  LESS. 
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^-pin  with  A  TM*  and  color  option. 
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The  KX-P2624,  a  24- pin  with  ATM*.  Color  option  not  available. 
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ChHstian  Science 
meltdown 

Not  long  after  Annetta  (Netty) 
Douglass  took  charge  of  the  media 
operations  of  the  Boston -based 
Christian  Science  Church  in  June 
1990,  Forbes  said  she  faced  a  losing 
battle.  The  church's  hands  were  being 
drained  by  huge  losses  from  an  ambi- 
tious array  of  new  media  ventures; 
unless  Douglass  could  quickly  stem 
the  tide  of  red  ink,  a  revolt  seemed  all 


Former  church  media  head  Netty  Douglass 
The  losses  were  mind-boggling. 


but  certain  (Sept.  17,  1990). 

She  didn't  make  it.  Today  the  113- 
year-old  church  is  deeply  mired  in 
crisis.  In  March,  as  controversy  over 
its  financial  aflfairs  intensified,  the 
church  announced  that  Douglass  was 
stepping  aside,  along  with  the  chair- 
man of  the  church's  board,  Har\'ey 
Wood.  The  church  also  said  that  its 
Monitor  cable  TV  channel  would  be 
sold  by  June  15  or  go  dark. 

The  trouble  began  in  1988,  when 
continuing  losses  at  the  flagship 
Christian  Science  Monitor  newspaper 
prompted  church  elders  to  step  up 
diversification  into  other  media.  Be- 
sides cable  i^v,  the  ventures  included  a 
Boston  TV  station,  a  shorrvNavc  radio 
operation  and  a  monthly  magazine 
covering  international  affairs. 

The  cumulative  losses  on  the  media 
properties  have  been  staggering.  In 
April  the  church  stunned  its  members 
by  admitting  that  $235  million  had 
been  consumed  by  the  television  op- 
erations alone.  In  additi(Mi,  the 
church  said  it  would  use  S44  million 
from  its  general  account — which  in 
chKies  funds  for  pension  obliga 
tions — to  cover  the  cost  of  shutting 
down  its  cable  operation.  That  leaves 
the  account  with  roughly  $25  million 


in  available  ftinds,  down  ft-om  over 
$140  million  last  year. 

The  pressure  for  more  disclosure  is 
mounting.  "The  members  have  a 
right  to  know  whether  or  not  this 
church  is  on  the  edge  of  economic 
collapse,  or  whether  it  has  collapsed 
and  the  officers  haven't  told  us,"  as- 
serts church  member  James  L.  Hal- 
ferty,  a  commercial  real  estate  devel- 
oper in  Pasadena,  Calif. 

For  the  fiscal  year  ended  Apr.  30, 
the  church  spent  SI 40  million  to  fiind 
operations,  while  garnering  only  S65 
million  in  revenue.  The  church  says  it 
must  cut  spending  to  S70  million  in 
the  current  fiscal  year  in  order  to  have 
a  balanced  budget. 

At  its  annual  meeting  on  June  8, 
the  board  is  expected  to  disclose  how- 
it  plans  to  meet  that  goal,  but  ftiistra- 
tion  has  reached  the  boiling  point. 
Christian  Science  historian  Stephen 
Gottschalk  sums  up  the  attitude  of  a 
growing  number  of  church  members 
this  way:  "The  people  who  made  the 
mess  shouldn't  be  in  charge  of  clean- 
ing up  the  mess." 

Pedaling  furiously 

Sevhn  Oaks  1ntern.\tion.\l  Inc. 
went  public  in  1982  on  the  promise  of 
getting  rich  on  retail  savings  coupons. 
For  counting  and  batching  coupons 
for  small  grocers,  Seven  Oaks  took  a 
few  cents  fi^om  each  one  as  a  fee.  The 
company  earned  $3.7  million  on  rev- 
enues of  $17.7  million  in  fiscal  1983. 
Forbes  believed  Chief  Financial  Offi- 
cer Frank  Donato  when  he  said  indus- 
try' growth  was  such  that  even  if  the 
company  didn't  add  one  new  custom- 
er in  1984,  its  unit  volume  would  still 
grow  by  at  least  15%  (Jan.  16,  19S4). 

Donato  was  right  about  growth: 
The  number  of  coupons  issued  has 
nearh'  tripled  in  the  last  ten  vears,  to 
314  billion  in  199 1 .  But  Seven  Oaks  is 
losing  monev  hand  over  fist  and  living 
off  retained  earnings. 

What  happened?  Beginning  in  the 
late  1980s,  a  brutal  indusir>  price  war 
pitted  Seven  Oaks  against  market 
heavies  A.C.  Nielsen  and  C'arolina 
Cx)upon.  Forced  to  cut  prtKessing 
fees  sharply  and  promise  taster  pay- 
ments to  grcKcr)  stores  at  its  own 
expense,  Se\en  Oaks  racked  up  five 
straight  years  of  losses  ftxim  1988  to 
1992.  It's  estimated  that  Seven  Oaks 
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It's  a  whole  new 
kind  of  all-season 
technology. 
•  Climate 
Control. 

And  only 
Michelin 
tires  have  it.  Climate  Control 
means  comfort. 

The  kind  of  comfort  that  comes 
from  the  most  advanced  all-season 
luxury  performance  tire  we've 
ever  made— the  new  MXV4. 

With  a  tread  design  that  does 
more  than  look  special.  It  is 

special.  Because  it  helps 
\  ^  maintain 

\         ^    Michehn's 


all-season 
performance 
from  the 
first  mile 
to  the  last. 
And  you  get 
our  excellent 
traction,  grip  and  high-speed 
stability  come  rain,  snow  or  shine. 

Plus  the  classic 
smooth  and  quiet 
ride  that  makes  a 
Michelin  a 
Michelin. 


And  lesser  tires 
just  that. 

Best  of  all  because 
the  MXV4  is  a  Michelin,  you 
know  it's  going  to  last. 
So,  why  settle  for  a 
tire  that  merely  copes 
with  challenging  roads  when 
you  can  get  the  ^        one 
that  actually    '-^Tr^*   enjoys 
them.  ^^^ 

The  new  Michelin  MXV4  with 
Climate  Control. 
The  luxury  performance  tire 
engineered  to  keep  your 
temperature  from 
rising. 

MKHEUN' 

■CMS  so  iMUCM  S  HDMO 
ONYOUtI 


*  *  *  CHICAGO  *  *  * 


MAN  ATTENDS  BOARD  MEETING  IN  DOCKERS: 

CHAIRMAN  CLAIMS  NOTHING  SEEMED 

''OUT  OF  THE  ORDINARY" 


He  was  wrong. 

The  man  was  wearing  our  new  Dockers 
Dress  Slacks. 

All  the  fit  and  comfort  you  expect  from 
regular  Dockers,  but  with  full  dress  slack  con- 
struction. Tailored  in  dressier  fabrics  (gabar- 
dines, twills,  tweeds,  and  textured  blends) 
that  have  been  chosen  for  their  luxurious 
drape  and  hand. 


Dockers  Dress  Slacks  are  available  only 
through  selected  department  stores,  and  can 
be  found  in  their  men's  dress  slacks  depart- 
ments. Or  you  can  call  1-800-DOCKERS  for 
the  store  nearest  you. 

hicidentally— there  is  no  external  Dockers 
identification,  so  you  will  have  to  look  for 
the  label. 

It  is  well  worth  the  effort. 
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MAKING  A  CAREER  CHANGE? 


"Must  Reading" 

Within  The  Next 

60  Days 


If  you're  about  to  receive  money  from  your  former 
employer's  retirement  plan,  you  have  an  important  invest- 
ment decision  to  make.  But  if  you  don't 
make  it  within  60  days,  you  could  lose 
a  large  portion  of  that  money  to  taxes 
and  penalties.  This  FREE,  informative 
guide  from  Fidelity  Investments  has  the 
answers  you  need  to  help  you  make  the 
right  investment  decision. 

You  may  be  years  away  from  retiring- 
but  suddenly,  you  have  to  decide  what  to  do 
with  a  substantial  sum  of  money  And  the 
I.R.S.  doesn't  give  you  much  time  to  make  your  decision. 

Over  two  million  Americans  have  entrusted  us  with  their 
retirement  savings-so  we  know  how  important  your  retirement  is 
to  you.  That's  why  we  created  "A  Common  Sense  Guide  To  Taking 
Charge  Of  Your  Money. " 

All  Your  Choices  Explained  In  Clear, 
Easy-To-Understand  Language. 

You'll  find  all  the  information  you  need  to  know,  with  checklists 
and  charts  that  make  it  simple  to  decide  what  to  do  next.  What's  more, 
should  you  have  questions,  Fidelity  has  dedicated  Retirement  Special- 
ists just  a  phone  call  away.  So  call  Fidelity  today  for  your  copy-and 
see  how  easy  it  is  to  take  charge  of  your  retirement  plan  distribution. 

Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-4774 


Fidelity 


investments 

Common  sense.  Vncommon  results. 


® 


For  a  frir  copy  of  tliis  guidr  or  iiioiv  compli'd'  liilorm.ition  on  m\\  I'lili'liiv  tuiul  imiiuliiij;  ili.irm's  .iml 
oxpi'iiscs.  lall  or  wrili'  lor  a  iiirri'iil  fiiiui  prospi'ctus  Rrail  it  i  ,iri'full\  bi'loiv \ou  Imrsi  or  sciul  niono\ 
I'iili'litN DiNiribiKors  Corporalion.  CODE:  FORB/GENR/060892 


will  lose  about  S5  million  on  sales  of 
just  over  S8  million  in  the  fiscal  year 
ended  Apr.  30.  Its  Nasdaq-traded 
shares,  which  reached  a  high  of  2iy8 
in  1987,  recently  traded  at  1. 

Donato  left  the  company  in  1986 
and  returned  as  chief  executive  in 
1989.  Seven  Oaks  has  since  written 
ofFits  39%  stake  in  bankrupt  Precision 
Target  Marketing,  sold  its  ailing  tele- 
marketing arm  and  slowly  raised  fees. 

Will  the  company  survive?  Donato 
demurs.  "We're  just  pedaling  as  hard 
as  we  can,"  he  says.  -Lis.\  Coleman 

Ties  as  tea  leaves 

Do  NECKTIE  STYLES  forecast  the  econ- 
omy? Last  year  Forbes  noted  that 
classic  tie  st>'les  in  subdued  colors  are 
often  associated  with  good  economic 
times  and  were  about  to  replace  the 
loud,  whimsical  ties  worn  in  the  reces- 
sionary early  1990s  (July  22,  1991). 

Sure  enough,  after  limping 
through  the  second  half  of  last  year, 
the  economy  grew  at  a  2%  annual  rate 
in  the  January-to-March  period — its 


A  sampling  of  loud  and  whi-^^s  :a  :  es 
Subdued  styles  may  signal  a  rebound. 

best  showing  since  early  1989.  Con- 
sumer spending,  which  was  flat  in  the 
fourth  quarter,  grew  at  a  strong  5.3% 
annual  rate  in  the  first  quarter. 

Further  evidence  that  a  strong  re- 
C()ver\  may  be  at  hand:  The  rage  on  ■ 
Wall  Street  today  is  the  most  classic  tie 
of  all — the  striped  silk  rep.  But  don't 
get  tiH>  enthusiastic.  The  latest  ties 
don't  all  have  the  muted  shades  a  true 
bull  w  iHild  like  to  see.  Many  of  totlay's 
reps  have  shocking  orange  stripes  and 
iridescent  ci^U>rs.  New  Vi>rk*s  Hermes 
boutique  is  intrcxlucing  ties  (at  SI  10 
each)  with  an  aquatic  theme,  featur- 
ing bright  turquoise  accents. 

1  ike  some  econi>mic  statistics,  ties 
are  sending  mixed  signals. 

-K.\r.\R/YN.\  Wanhyc  7.   ^ 
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If  you're  considering  a  newKingAir^ 
stop  and  count  to  12. 


Maybe  you're  a  satisfied  King  Air 
owner.  And  maybe  you're  thinking  about 
trading  for  a  bigger  King  Air.  But  if  you 
are,  then  this  is  the  year  that  you  should 
consider  moving  into  a  Citation  V 
business  jet  instead 

Here  are  12  reasons  why  many  King  Air 
owners  have  already  done  exactly  that: 

1 .  The  Citation  V  costs  less  per  mile  than 
the  King  Air  350.  In  fact,  we're  willing  to 
i.'uarantee  it. 

2.  The  Citation  V  is  easier  to  fly.  It  is  so 

mcomplicated  that  it's  been  certified  by 
he  FAA  for  single-pilot  operation. 

3.  TTie  Citation  V  cabin  is  more  spadous. 

The  roomy  seating  area  is  wider  and  longer 
than  the  King  Air.  And  it's  far  quieter. 

4.  The  Citation  V  can  use  shorter  runways. 

And  in  high/hot  conditions,  the  Citation  V 
takeoff  advantage  is  even  greater. 

5.  The  Citation  Vis  120  knots  faster,  h 

completes  a  typical  600-mile  mission 


nearly  30  minutes  ahead  of  the  King  Air, 
saving  an  enormous  amount  of  valuable 
time  each  year. 

6.  The  Citation  V  climbs  faster  and  cruises 
2  miles  higher.  Above  most  weather  and 
nearly  all  traffic. 

7.  The  Citation  V  provides  far  greater 
range.  On  a  typical  mission,  the  CV  has 
nearly  30%  more  range,  meaning  more 
flexibility  and  fewer  fuel  stops. 

8.  The  Citation  V  holds  much  more 
baggage.  Nearly  three  times  the  King  Air 
capacity,  with  suitcases  stored  conveniently 
outside  the  cabin. 

9.  The  Citation  V  is  far  more  advanced. 

The  Citation's  aerodynamic  design  is 
decades  ahead.  And  the  V  comes 
standard  with  two-tube  EFIS  and 
global  navigation. 

10.  The  Citation  V  has  more  safety  features. 

Cockpit  visibility  is  greater,  and  critical 
approach  and  landing  speeds  are  lower. 


The  safety  record  of  the  Citation  fleet  is 
unmatched  in  aviation. 

11 .  TTie  Citation  V  has  a  stronger  warranty. 

The  King  Air  350's  airframe  warranty  is 
one  year.  The  Citation  V's  is  five  years. 

12.  The  Citation  V  has  factory-direct 
support.  Citation  service  centers  are 
exclusively  dedicated  to  supporting 
Citation  owners. 

So,  if  you're  considering  a  King  Air  350, 
take  a  moment  to  consider  the  reasons  why 
the  Citation  V  outsells  it  by  nearly  a  two- 
to-one  margin.  Write  to  Gary  W.  Hay, 
Senior  Vice  President  of  Marketing; 
Cessna  Aircraft  Co.;  P.O.  Box  7706; 
Wichita,  KS  67277  Or  call  him  at 
1-800-4-CESSNA.  He'll  tell  you  about 
a  special  limited  program  that  makes  it 
even  smarter  to  choose  a  Citation  V 
right  now.  ^^^ 

Cessna 


CitationV 
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For  Henry,  this 
Pryce  isn't  right 

Barbarians  at  the  Gate,  the  bestseller 
about  Kohlberg  Kravis  Roberts'  1988 
takeover  of  RJR  Nabisco,  is  being 
turned  into  a  made-for-TV  movie  by 
HBO.  The  movie  isn't  due  to  air  until 
1993,  but  copies  of  the  script  have 
been  leaked  to  some  of  the 
story's  real-life  characters,  not  all  of 
whom  are  thrilled  with  the  way  they 
come  off.  Barbarians'  producer  Ray 
Stark  has  already  received  complain- 
ing phone  calls  from  kkr's  Henry 
Kravis,  played  in  the  movie  by  British 
actor  Jonathan  Pryce. 

Most  ticked  off,  apparently,  is  Peter 
Cohen,  former  Shearson  Lehman 
Hutton  president,  played  in  the  mov- 
ie by  Peter  Reigert.  (Appropriate  cast- 
ing; Reigert  had  a  role  in  Animal 
House.)  Cohen  was  depicted  in  the 
book  as  a  buffoon;  he  resigned  from 
Shearson  not  long  afi:er  the  book's 
publication.  Recently  he  fired  off  a 
testy  letter  to  hbo's  general  counsel. 
In  it  he  gripes  that  it  was  former  rjr 
chief  executive  F.  Ross  Johnson,  not 
Cohen,  who  suggested  that  the  man- 
agement group  bid  a  lowball  $75  a 
share  for  the  company — that  bid 
made  it  appear  that  Johnson  was  try- 
ing to  steal  the  company. 

Cohen  also  kvetched  that  his  char- 
acter swears  too  much  in  the  script. 

-Seth  Lubove 

Olympian  effort 

If  there  were  an  Olympic  gold  med- 
al for  ingenuity',  Peter  Eichorn  would 
be  in  the  running.  After  a  stint  as 
Polaroid's  vice  president  of  marketing 
for  North  America,  Eichorn  took  a 
top  marketing  job  at  the  U.S.  Postal 
Service  in  November  1988.  While 
there,  Eichorn  convinced  his  new  em- 
ployer to  use  the  1992  Olympics, 
summer  and  winter,  as  a  marketing 
tool.  So  the  Postal  Service  paid  $10 
million  to  be  an  official  sponsor  of  the 
games.  It  then  sub  licensed  that  spon- 
sorship to  31  foreign  postal  scr\'ices, 
which  paid  anywhere  from  $25,000 
(Nigeria)  to  $800,000  (Spain).  This 
brought  the  usrs  $4.6  million. 

That's  not  all.  Starting  in  lune  the 
Postal  Ser\ice  will  offer  for  sale,  at 
$17.95,  a  mint  set  of  Olympic  stamps 
from  1 1  countries.  It's  even  selling 
Olympic    paraphernalia — everything 
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from  T  shirts  and  mugs  to  watches 
and  baseball  caps — to  its  own  em- 
ployees. James  Wade,  director  of  the 
Postal  Service's  Oflfice  of  Olympic 
Marketing,  is  confident  that  the  usPS' 
sponsorship  will  bring  in  some  S50 
million  of  extra  revenues,  after  ex- 
penses. Not  a  bad  return  on  a  SIO 
million  investment. 

Eichorn?  Now  53,  he  left:  the  USPS 
in  March  1990  and  is  now  Mattel's 
head  of  operations  for  Europe,  the 
Mideast  and  Africa.  -Linda  Killian 


Bad  business — not! 

StariVL\ker  Entertainment,  the  pri- 
vately held  $12  million  (1991  sales) 
videocassette  supplier,  is  doing  a  nifty 
business  by  pigg\'backing  the  success 
of  others.  In  1989,  for  instance,  Dis- 
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Wayne's  World 


ney  had  a  big  hit  with  the  animated 
children's  film  The  Little  Mermaid. 
The  same  year  Eatontown,  N.J.- 
based  Starmaker  released  a  different 
animated  version  of  the  stor\%  on  a 
video  that  sold  over  1  million  copies. 
Then  there  was  its  1991  release  of  Tlje 
Gunrunners,  a  1984  myster\'  starring 
Kevin  Costner,  while  Costner's  Acad- 
emy Award-winning  Dances  With 
Wolves \\'2iS  doing  boffo  business. 

Recently,  Starmaker  capitalized  on 
Paramount  Pictures'  hit  comedy 
Wayne''s  Worlds  based  on  characters  in 
a  Saturday  Night  Lirfskit.  The  mo\ic 
has  grossed  over  $1 10  million,  tops  at 
the  box  office  thus  far  in  1992.  So  in 
March  Starmaker  released  a  video  ti 
tied  The  Best  of  Saturday  Nijjht  Live 
Special  Edition  that  includes  23'  min 
utes  of  the  NBc:  show 's  Wayne's  World 
offerings.  The  video  has  sold  over 
250,000  copies  at  a  $  14.95  suggested 
retail  price.  As  Wayne  might  .say, 
"That's  bad  business — not!" 

Latest  attraction:  I^st  month  Star 


maker  released  a  \ideo  called  Pinoc- 
chio  and  the  Emperor  of  the  Night, 
which  just  so  happens  to  coincide 
with  Disney's  re-release  of  its  classic 
film  Pinocchio.       -Peter  Newcomb 


What's  up,  doc? 

Is  Dr.  Phillip  Frost,  Miami  Beach's 
noted  dermatologist,  trving  for  a 
third  investment  killing?  In  1986  he 
sold  Key  Pharmaceuticals,  which  he 
ran,  to  Schering-Plough  and  pocket- 
ed around  SI  10  million  in  Schering 
stock.  He  then  built  Ivax  Corp.,  a 
S182  million  (sales)  maker  of  drugs,i 
medical  diagnostics  and  specialty 
chemicals.  Frost's  20%  of  Ivax  was' 
recendy  worth  some  S300  million. 

Frost's  latest  move  involves  tinyj 
Clark,  N.J. -based  Whitman  Medical 
Corp.,  a  S^.4  million  (fiscal  1991. 
sales )  operator  of  schools  that  train/ 
medical  personnel  in  operating  ultra 
sound  equipment.  In  April  a  partner 
ship  led  by  Frost  paid  SI  .5  million  for 
980,000  new  WTiitman  shares,  at 
block  equal  to  33%  of  WTiitman's 
equity.  At  a  recent  o-t-c  price  of  7V^y 
Whitman's  stock  has  almost  doubled 
since  Frost's  purchase.  A  trust  associ-' 
ated  with  Frost  bought  another  19% 
stake  in  Whitman. 

In  Whitman,  Frost  is  joined  by 
some  interesting  characters:  Franklin 
N.  Wolf,  boss  of  New  York- based 
bucket  shop  F.N.  Wolf  &  Co.;  and 
John  Dell,  Robert  Brennan's  right- 
hand  man  at  the  late  penny  stock  firm 
First  Jersey  Securities.  Dell,  now  head 
of  F.N.  Wolffs  retail  operations,  ow  ns 
5%;  Wolf  nearly  12%.  What  plans  the 
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?air  may  have  for  their  Whitman  stock 
:s  anyone's  guess,  but  with  a  pniblic 
rioat  of  onh'  1 . 1  million  shares,  any- 
Thing's  passible.        -Claire  Poole 

End  of  an  empire 

The  Hobby  family,  ooc  of  Houston's 
oldest  and  nkTcakhicsr,  is  selling  Dcarix- all 
of  its  $130  million  (estimated  sales/ 
media  compam',  H&c  Communica- 
tioos.  The  HobtnV  fi\r  TV  stations — 
netnxxk  afflKarrt  in  Houston,  San  An- 
tonio, I>a\i:ona  BcadL,  Tucson  and  Des 
Moines — arc  being  acquired  for  an  esti- 
mated S400  milbon  b\'  New'  York- 
based  Young  Broadcasting;,  also  a  pri- 
\ate,  tamih-cm-iiod  media  con^nny. 

Not  inchidcd  in  the  sale  is  H&c^s 
Houston  A!^f  radio  station.)  The 
Youngs  cywn  six  T\'  stations,  all  netuxxk 
a^Uiates,  in  such  markets  as  Xashxille 
and  Albam-,  N.Y.  The  stations'  estimat- 
ed 1992  sales:  S70  million. 

The  Hobb\'s  have  sold  assets  be- 
fore. In  1983,  near  the  peak  erf" prices 
for  newspaper  (MDpcrties,  the  &mih' 

old  the  Houston  Post  for  SI 30  mil- 
jon.  But  as  for  selling  T\'  stations, 
rrices  have  fallen  from  12  times  cash 

ow  at  their  1986  peak  to  just  8  times 


or  so.  Indeed,  when  the  Hobbv^s  sold 
their  Nash\Tlle  CBS  affiliate,  \\tat  TV', 
last  July,  the\-  got  onh'  S46  million, 
less  than  8  times  estimated  cash  6cm'. 
So  wliy  sell  now?  Some  speculate 
it's  tor  estate  tax  reasons.  Family  ma- 
triarch Cheta  Gulp  Hobb>',  86,  is  no 
longer  involved  in  the  business.  Her 
son  Bill,  59,  has  been  in  charge  since 
retiring  as  lieutenant  governor  of 
Texas  in  eariy  1991,  but  he  seems 
more  suited  for  public  service. 
Daughter  Jesaca,  54,  is  married  to 
Henr>-  Catto,  former  ambassador  to 
the  U.K.  under  President  Bush.  She  is 
H&c  \Tce  chairman,  but  lately  she's 
been  jetting  bet\i'een  homes  in  San 
Antonio,  Virginia  and  Aspen,  vk-here 
she's  said  to  be  building  "emiron- 
mentalh'  sound''  homes  in  partner- 
ship with  an  ex-ski  instructor.    -C.P. 

'Nuff  said 

Concert  promoters  suflfcred  one  of 
their  worst  seasons  in  recent  mcmor\' 
last  year,  as  ticket  sales  foil  25%  from 
1990.  But  things  should  turn  around 
this  summer.  U2,  the  oh-so-political- 
h-correct  Irish  band  whose  shows 
were  the  hottest  draw  this  spring,  is 


NIetailica  dnimroar  Lars  Ukiek 


extending  its  rour  into  stadium 
shou^.  Bruce  Springsteen  has  lined  up 
a  scries  of  arena  dates.  Also  on  parade 
will  be  aging  British  stars  Genesis, 
Eric  Clapton  and  Elton  John. 

The  tour  that's  got  promoters 
drooling  is  the  one  that  will  pair  two 
of  rock's  top  hea\y  metal  acts.  Guns 
X'  Roses  and  Metallica.  The  Gun- 
ners, whose  latest  records.  Use  Tour 
Illusion  I  and  //,  have  airead\-  sold 
over  17  million  copies  worldwide, 
have  been  touring  nonstop  since  May 
1991.  No  slouch,  MetaUica's  latest 
record  has  sold  7  million  copies.  Ear- 
plugs, anyone?  -P.N.  ^ 
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EADERS  SAY 


Sharing  the  tab 

Sir:  Re  "Big  league  blackmail"  (May 
11).  While  in  every  other  community 
the  ball  teams  are  asking  local  govern- 
ments to  build  a  stadium  for  them,  the 
[Milwaukee]  Brewers  have  indicated 
that  they  want  to  build  their  own 
stadium.  They  have  asked  only  that 
the  community  provide  the  land  and 
build  the  highway  infrastructure  that 
the  traffic  at  the  new  stadium  would 
require.  Most  communities  would  do 
the  same  for  any  new  plant  that 
wished  to  locate  there. 
-Stephen  H.  Marcus 
Chairman  of  the  Board  and 

Chief  Executive  Officer 
The  Marcus  Corp. 
Milwaukee,  Wis. 


Chicago's  new  Comiskey  Park 
Built  on  taxpayers'  money 


Sir:  There  is  something  wrong  with  a 
society  that  cannot  restructure  the  bil- 
lion-dollar professional  sports  industry 
into  a  self-supporting,  profit- making, 
legitimate  tax-paying  business  to  re- 
place the  leech  it  has  become. 
-Forrest  F.  Gesswein  Jr. 
Baltimore,  Md. 

Choosing  candidates 

Sir:  Yes,  there  is  genuine  dissatisfac- 
tion with  politicians  and  a  desire  for 
strong  leadership  ("History  is  not 
destiny,"  May  11).  But  the  answer  is 
not  a  man  [H.  Ross  Perot]  who  sub- 
stitutes deception  and  diatribe  for  an 
honest  campaign  with  a  coherent 
platform. 

-B.J.  HOEFMAN 

New  York,  N.T. 

Answering  to  the  public 

Sir:  Legislation  now  being  consid- 
ered in  C'ongress  proposes  to  decrease 
U.S.  production  of  oil  and  natural  gas 
by  banning  exploration  and  develop- 


ment on  the  energy-rich  outer  conti- 
nental shelf  The  U.S.  imports  close  to 
50%  of  its  oil  consumption  (Informer, 
May  11).  What  are  we  going  to  do  if 
the  tankers  that  transport  this  supply 
refiise  to  enter  our  ports.'  Our  leaders 
in  Washington  had  better  have  a  good 
explanation  when  the  price  of  gaso- 
line sk^TOckets.  But  if  history  is  any 
guide,  the  blame  will  probably  be 
leveled  at  the  oil  industry. 
-Robert  B.  Stewart 
President 
National  Ocean  Industries 

Association 
Washin£[ton,  D.C. 

Playing  it  safe 

Sir:  Re  "The  crazy  things  people  say 
to  rationalize  stock  prices"  (Apr.  27). 
The  buying  and  holding  of  a  diverse 
portfolio  of  equities  and  bonds  over 
ten  or  more  years,  through  bear  mar- 
kets, is  still  a  prudent  way  to  invest. 
Trying  to  predict  bear  markets,  i.e. 
timing,  is  a  bad  strategy  for  most 
investors. 
-Joel  B.  Stehlik 
Littleton,  Colo. 

Regulating  the  market 

Sir:  "The  feminization  of  Seventh 
Avenue"  (May  11)  pointed  out  that 
the  market,  if  left  to  its  own  devices,  is 
a  true  equal  opportunity  employer. 
But  don't  sell  affirmative  action  short. 
Major  institutions  in  the  American 
economy  such  as  large  corporations, 
banks,  the  media,  law  firms,  universi- 
ties, government  agencies  and  unions 
are  not  as  responsive  to  market  influ- 
ences or  demographic  changes.  They 
have  to  be  prodded.  After  all,  even 
market-conscious  Seventh  Avenue 
took  40  years  to  reply  to  Jacques 
Fath's  smug  put-down. 
-Pat  Schroeder 
Conjjresswo  man 
Washington,  D.C. 

Market  value  approach 

Sir:  Re  "Garbage  in,  garbage  out" 
(May  11).  Ghairman  Breeden  and  the 
commission  have  wwf  opposed  market 
\alue  accounting  for  the  liabilities  of 
financial  institutions.  The  commis- 
sion has  strongly  supported  eftbrts  to 
achieve  financial  reporting  that  uses 


market-based  measures  of  valuation 
at  the  earliest  possible  date  to  improve 
the  relevance  and  credibility  of  finan- 
cial reporting.  He  has  fiarther  stated 
that  steps  to  clarify  accounting  treat- 
ment    for     investment     portfolios 
should  be  part  of  a  broader  move, 
with  carefijl  and  deliberate  planning, 
in  the  direction  of  mark-to-market 
accounting. 
-Walter  P.  Schuetze 
Chief  Accountant 
Securities  &  Exchan^ie  Commission 
Washington,  D.C. 


The  underdog 


Sir:  Nothing  was  mentioned  about 
the  mailman,  except  for  salar\',  of 
course  ("A  mailman's  lot  is  not  a 
happy  one,"  Apr.  27).  How  about 
dogs,  95 -degree  days,  30-below-zero 
wind  chills,  freezing  rain  and  snow- 
drifts."  As  usual,  whether  it's  the  postal 
service  or  private  industn,',  it's  the  guy 
in  the  trenches  that  always  gets 
bashed. 

-Linda  L.  Ferrarese 
Rochester,  N.T. 

Sex  and  death 

Sir:  Re  "Dr.  Pangloss,  meet  Ingmar 
Bergman"  (Mar.  30).  There  is  noth- 
ing particularly  new  about  using 
death  for  marketing  purposes — ex- 
cept perhaps  that  it  is  now  out  in  the 
open.  Wilson  Br\'an  Key,  an  expert  on 
subliminal  advertising,  said  the  fol- 
lowing: "The  use  of  sexual  images  in 
advertising  actually  works  on  a  much 
deeper  level,  that  of  fascination.  In  the 
same  wav,  our  socierv  is  fascinated  bv 
death."  ' 
-L\N  Alteral\n 
New  York,  NY. 

If  it's  round . . . 

Sir:  Re  "Gruising  with  Wotxiy  Guth- 
rie" (May  11).  The  ston-  relates  that 
the  Indian  tribes  have  used  their  land 
surrounding  Lake  Ro<.iscvelt  "mainly 
for  growing  and  selling  lumb>cr."  For 
\-our  edificatit>n,  if  it's  round  it's  tim- 
ber, and  if  it's  flat  on  four  sides  it's 
lumber. 

-D.wm  H.  R.\MSEY 
Prtsidint 

Hattou-Bnnrn  Puhlislscrs,  Inc. 
Montjiomery,  Ala. 
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Only  your  time  is  more  precious  than  this  watch. 


Omega  Louis  Brandt 
18K  gold  men's  watch 

with  perpetual  calendar  to  the 
year  2100  and  moon  phase. 
Water  resistant. 
Swiss  made  since  1848. 


DANIELE  TRISSI  LTD. 


14-16  Spencer  Ploce 

Scarsdale,  NY  10583 

914-723-4500 


OMEGA 

The  sign  of  excellence. 


Canon  introduces  the  CJIO 
color  copier,  printer,  scanner. 


Now  the  power  of  color  is  yours. 


With  the  CJIO  on  your  desk  top,  you  can  make 
remarkably  high-quaHty  full-color  copies  and 
overhead  transparencies. 

In  fact,  CJIO  copies  have  virtually  the  same  picture-like 
clarity  and  crisp,  black  text  as  copies  made  by  Canon's 
renowned  Color  Laser  Copiers.  And,  with  a  simple  option, 
the  CJ 10  connects  to  your  computer  so  you  can 
scan  and  print  in  high-quality  color  too. 


The  complete  CJIO  desktop  full-color  system  lets  you 
create  such  effective  color  documents  that  it  could  be  the 
most  powerful  busmess  tool  ever  put  on  a  desk  top. 

Its  easy  to  use,  easy  to  maintain,  and  priced  so  that 
its  easy  to  afford.  With  a  CJIO,  the  power  to  improve 
your  image  is  finally  within  your  reach. 

For  more  information,  simply 
call  1-800-OK-CANON. 


COLOR  BUBBLE-JET  COPIER 
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Canon 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in  Chief 


ROSS  PEROT 


Pri-:.sidhnt  Perot?  It  won't  happen.  His  growing  support 
will  melt  as  the  campaign  heats  up  this  fall.  Americans 
have  never  elected  a  third  part)'  candidate.  Not  even  the 
immensely  popular  Teddy  Roosevelt  could  pull  it  off. 
Voters  instinctively  understand  that  a  President-without 
an  established  party  is  an  impotent  President. 
Proud,  patriotic  Perot's  candidacy  is  so 
strong  because  of  voter  disillusion  with  the 
regular  parties  and  their  standard  bearers.  But 
his  soaring  success  will  be  his  undoing:  It  will 
force  the  parties  away  from  their  Washington - 
inside -the -Beltway  parochialism.  Bush  will  fi 
nally  recognize  how  vulnerable  he  is  and  will 
consistently  advocate  a  convincing  domestic 
agenda.  He  will  jettison  his  apparent  politics 
as- usual  style.  Clinton  will  once  again  pretend 


that  he  is  not  a  tax-and-spend-and-regulate  liberal. 

Perot  is  fortunate  in  that  he  is  fearless  and  tough.  He  is 
starting  to  undergo  searing  scrutiny:  constant,  rude  ques- 
tioning from  the  Fourth  Estate  and  unending  criticism 
from  opponents  and  their  acolytes.  His  reputation  will  be 
attacked  daily  and  mercilessly.  His  views,  or 
the  lack  of  them,  on  every  conceivable  subject 
will  run  a  similar  gauntlet,  particularly  when 
he  finally  unveils  his  solutions  to  the  nation's 
problems.  Rescuing  hostages  from  Iran  will 
seem  comparatively  easy  next  to  waging  a 
national  campaign. 

Perot's  run-for- President  exercise,  though, 
will  set  forces  in  motion  for  remaking  the 
political  establishment.  In  that  sense,  he  will 
have  performed  a  significant  national  serxice. 


THE  WORLD  IS  OVERPOPULATED.  NOT. 


CNN  RhCHN  ri,Y  RAN  a  silly  series  purporting  to  show  the 
world  is  in  mortal  danger  because  there  are  too  many  of 
us.  In  poorer  countries,  those  many  mouths  mean  pover- 
ty. In  richer  countries,  we  are  wrecking  the  earth's  atmo- 
sphere with  pollution.  It  is  all  nonsense. 

Overpopulation  is  one  of  the  most  durable  themes  of 
savc-the-worlders  a  la  Ted  1  urner  since  Reverend  Mal- 
thus  warned  we  were  on  the  verge  of  mass  starxation 
nearly  200  years  ago.  Since  then,  the  earth's  population 
has  increased  sixfold  and  the  standard  of  living  has  be- 
come infinitely  higher. 

In  an  environment  of  freedom,  people  are  an  asset, 
producing  more  than  they  consume.  Hong  Kong,  for 
example,  is  history's  most  densely  populated  speck  of  real 
estate.  It  has  no  natural  resources;  it  has  to  import  even  its 
water.  Yet  the  city  is  clean  and  immensely  prosperous. 

(Countries  that  allow  economic  liberty  thrive.  Those 
that  restrict  it  suffer.  Latin  America's  population  is  ex- 
ploding. But  countries  such  as  C>hilc,  Mexico  and  Argen- 
tina are  cutting  back  on  regulation  and  taxation.  Result: 
impressive  economic  expansions. 


Environmental  doomsayers  rely  more  on  emotion  than 
on  fact.  If  the  earth's  air  is  so  foul,  why  do  we  continue  to 
live  longer  and  longer?  People  can  create  pollution,  but 
man's  ingenuity  invariably  finds  ways  to  reduce  or  elimi- 
nate it.  Just  look  at  our  sewer  systems.  Sewerage  once 
bred  incredibly  destructive  diseases.  There  is  no  correla- 
tion between  population  and  pollution. 

Those  who  don't  like  other  people  should  be  the  most 
vigorous  proponents  of  prosperit\',  which  is  the  most 
effective  reducer  of  birthrates.  Since  Korea  began  boom- 
ing over  30  years  ago,  its  birthrate  has  plunged  from  one 
of  the  world's  highest  to  the  point  w  here  births  are  below 
so-called  replacement  levels.  Birthrates  are  also  falling  in  a 
growing  number  of  African  countries. 

For  those  who  still  believe  that  man  is  the  main  cause  of  all 
the  earth's  problems,  consider  this:  Scientists  estimate  that 
95%  of  extinct  species  were  done  in  before  people  came  on 
the  scene.  Dinosaurs  v\ere  not  destroyed  by  Stxrofoam. 

The  globe  will  change  whether  we  are  on  it  or  not — 
meteor  hits  from  outer  space,  earthquakes,  typhoons, 
plate  shifts,  etc.  will  continue  altering  the  earth. 


UNBALANCED  AMENDMENT 


CoNGRi-;ssshF.MS  RHADY  to  pass  a  balanced  budget  amend 
ment  to  the  C>onstitution.  Not  since  Prohibition  has  there 
been  a  proposal  so  fraught  with  danger.  Our  national 


legislators  hope  that  such  a  move  will  cool  anti-incum- 
bent fever  among  the  voters.  After  all,  they  say,  a  S400 
billion  deficit  is  the  real  scandal,  not  individual  House 
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members'  bouncing  personal  checks.  Every  state  but  one 
requires  a  balanced  budget.  Why  can't  Washington.' 

But  the  problems  with  this  seemingly  sensible  idea 
are  numerous. 

■  Would  there  be  any  distinction  between  oudays  for 
expenses  and  for  capital  items.''  It's  astonishing  that  the 
largest  entity  in  the  world,  the  U.S.  government,  books 
money  spent  for  pencils  the  same  way  as  money  invested  in 
buildings  and  highways,  even  though  the  latter  have  a 
useful  life  of  many  years.  Businesses  use  depreciation. 
States  also  have  separate  budgets  for  current  expenses  and 
for  capital  items.  People  buying 

a  house  would  be  in  violation  of 
a  balanced  budget  amend- 
ment: A  mortgage  would  be 
regarded  as  deficit  financing. 

■  How  would  government 
loan  guarantees,  explicit  and 

implicit,  be  treated.'  The  Federal  National  Mortgage 
Association  and  other  entities  have  an  implied  guarantee. 
Others,  such  as  the  TVA,  are  explicit.  One  can  see  how 
the  amendment  could  be  flouted  by  granting  guarantees, 
since  they  wouldn't  show  up  as  an  immediate  expense. 
Senator  Paul  Simon  (D-IU.),  a  major  advocate  of  a 
balanced  budget  amendment,  has  exempted  the  TVA 
from  his  proposed  strictures.  Others  may  try  to  excuse 
Social  Security,  Medicare  and  other  sacred  cows,  thereby 
making  a  farce  of  the  idea  of  a  balanced  budget. 

■  The  amendment  would  become  a  powerfiil  instru- 
ment for  higher  taxes.  Lawmakers  could  plead,  "The 
Constitution  made  us  do  it,"  when  faced  with  the  choice 
of  reducing  Social  Security  payments  or  boosting  taxes. 

■  The  deficit  is  not  the  biggest  burden  Washington 
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Proposal  for  Balanced-Budget  Amendment  Moves 
To  Front  Burner  as  Lawmakers  Hunt  for  an  Issue 


imposes  on  the  economy.  High  tax  rates  are  far  more 
destructive.  So  is  regulation,  which  doesn't  show  up  as  a 
budget  expense  but  which  can  do  real  harm  to  economic 
growth  and  impinge  mightily  on  individual  libert\'. 

How,  then,  do  we  cure  Washington's  proclivity  for 
fiscal  fecklessness.' 

■  Introduce  a  flat  tax,  or,  if  that  is  too  radical,  reduce 
the  capital  gains  levy  as  well  as  the  exaction  for  payroll 
taxes.  Both  would  trigger  new  growth,  which  in  turn 
would  mean  more  government  revenues. 

■  Give  tax  breaks  for  health  insurance  premiums  to 

individuals  rather  than  to  cor- 
porations. This  would  intro- 
duce powerftjl  free-market 
forces  in  a  sector  that  has  had 
very  Httle.  Health  care  price 
inflation  would  fall  sharply. 
■  Get  the  Federal  Reser\'e  to 
adopt  a  sensible  monetary  policy.  If  the  Fed  were  under 
the  restrictions  of  the  monetary'  system  we  had  in  the 
1950s  and  1960s  instead  of  the  anything-goes  regime  of 
today,  interest  rates  would  be  considerably  lower.  Cheap- 
er money  costs  would  save  tent  of  billions  of  dollars 
financing  the  national  debt. 

■  Privatization.  There  are  a  number  of  government 
functions  that  the  private  sector  could  do  more  efliciendy, 
more  effectively  than  the  public.  Highways  are  one  obvious 
example.  (The  highway  bill  has  some  incentives  for  that.) 

We  don't  really  need  a  balanced  budget  amendment. 
We  do  need  more  sensible  thinking  on  how  to  get  the 
economy  growing,  on  what  functions  the  government 
should  actually  be  performing,  and,  at  the  least,  on  more 
modern  bookkeeping  for  our  government. 


-Wall  Street  Journal 


THE  PERFECT  RUNNING  MATE 


for  Bill  Clinton  would  be  Chicago's  able  mayor,  Richard 
Daley.  Hizzoner  has  all  the  right  paper  credentials — 
urban,  big  state.  Catholic. 

He  also  has  much  more.  He  is  personable,  down-to- 
earth.  Especially  important,  he  has  the  unique  combina- 
tion of  executive  and  political  savvy  to  effectively  run  a 
major  city — and  the  country.  He  is  not  hung  up  on 
failed  social  programs.  He  knows  our  public  schools 


have  to  be  radically  changed,  for  instance.  He  under- 
stands the  importance  of  business,  both  big  and  small, 
in  creating  wealth.  He  would  be  a  refreshing  new  face    < 
on  the  national  scene  and  for  the  still-stultified  national 
Democratic  Party. 

His  only  possible  drawback  in  the  eyes  of  Clinton 
handlers:  Voters  would  soon  be  wondering  why  Daley 
wasn't  at  the  top  of  the  ticket. 


EQUALITY  AND  ITS  EARTHQUAKE -LIKE  CONSEQUENCES 


Populism  and  Elitism:  Politics  in  the  Age  of  Equal- 
ity—by Jeffrey  Bell  (Regnery  Gateway,  $21.95).  The 
world  is  in  an  age  of  equality.  But,  as  Bell  lucidly 
explains,  there  is  sharpening  debate  on  whether 
the  emphasis  should  be  on  equality  of  opportu- 
nity or  on  results.  The  consequences  are  pro- 
found in  an  extraordinary  number  of  areas.  This 
short,  provocative  book  offers  a  mother  lode  of 
insightful  observations  on  what  lies  behind  some 
of  the  leading  questions  and  trends  of  our  times. 
Why  is  there  such  a  sharp  difference  in 
values  and  outlooks  between  mainstream 
America  and  some  of  our  most  potent  institu 
tions,  such  as  journalism,  academia,  entertain 
ment  and  our  national  political  establishment,  particu- 
larly  in   Washington?   VVhy   arc    mass   media   reporters 
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Mny'Bell 

POPULISM 
ELITISM 

R1/7/C5 

IN  THE  ACE 

OEEQLIAEITY 


usually  more  liberal  than  their  listeners  and  readers? 
Bell  convincingly  ties  in  his  theme  with  the  rise  of 
values  issues  such  as  abortion,  treatment  of 
criminals,    busing,    affirmative    action,    sexual 
mores,  etc.,  which  are  becoming  more  and 
more  the  driving  force  of  our  political  life.  A 
tour  dc  force  for  such  a  slim  \t)lumc. 
Excerpt:  Etjunlity  is  too  powerful  an  idea  to  be 
contniurii  in  politics  alone.  TIjc  discreditinji  of 
radical  socialism  around  the   world  does  not 
appear  to  have  ended  the  ideal  of  equality  of 
economic   result   (mananina  toward  economic 
equality  Ity  an  elite).  In  American  political  de- 
hate,  the  drive  for  employment  quotas  t.v  very  much 
alive.  So  are  arnuments  for  usina  the  ta.y  code  andqovern- 
ment  spendinn  to  achieve  nrcater  equality  of  result.         WM 
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The  key  to 
performance 


This  is  the  key  to  Steinway  grand  No.  507.000 
-the  piano  of  masters  in  the  Hamburg  Concert  Hall. 


Orchestrating  the  structure  of  complex 
business  and  financial  transactions  is  one  way 
Swiss  Bank  Corporation  performs  for  its  U.S. 
multinational  clients.  In  fact,  Swiss  Bank 
Corporation  has  been  providing  commercial 
and  merchant  banking  services  to  American 
business  for  more  than  50  years.  This  experi- 
ence has  given  us  a  thorough  understanding  of 
America's  financial  and  business  needs. 

We  offer  our  clients  a  full  range  of  services— 
from  credit  facilities  and  international  trade 
to  foreign  exchange,  money  markets  and  interest 
rate  risk  management.  We  are  also  a  primary 
dealer  in  U.S.  Government  Securities. 


In  addition,  if  you're  a  private  investor  with 
substantial  assets,  we  can  provide  a  full  range  of 
services,  including  custom-tailored  portfolio 
management. 

Last,  but  by  no  means  least,  we  provide  the 
stability  and  resources  that  come  from  being  the 
15th  largest  bank  in  the  world  ranked  by  equity. 
If  you'd  like  to  know  more  about  Swiss  Bank 
Corporation,  and  how  we  can  perform  for  you, 
call  Marie  Gillis,  (212)  574-3107. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


The  key  Swiss  bank 


New  York  •  Chicago  •  Houston  •  Los  Angeles  •  Momi 
Son  Francisco  •  Toronto  •  Montreol  •  Voncouve*' 
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THERE    IS    A 


IN  THE  ROAD 

YOU    WILL 

HIT    IT. 


A  HOLE  ON  Pikes  Peak 

is  no  different  than  a  hole  on  park  avenue 

Hence,  the  Troopers  new  rear 

multi-link/coil  suspension. 


The  new  Isuzu  Trooper  has  been 

thoughtfully  redesigned  around  a 

rather  jarringly  obvious  point: 

city  infrastructures  are  falling  apart. 

Which  tends  to  make  driving  on  the 
road  feel  a  lot  like  driving  off  the 

road,  which  is  why  the  new  Trooper 

is  equipped  with  an  incredibly 

smooth,  quiet  suspension  system 

that  doesn't  know  the  difference. 

ISUZU 

Practically//lmci;,i>ij^ 


Othei*  Comments 


It  Gives  One  Pause 

I  NODDED  TO  New  York's  most  famous 
autograph  hunter,  a  pleasant-faced, 
stout  young  man  who  always  recog- 
nized me  as  someone  he'd  seen  before 
and  whose  perennial  question — "Are 
you  anybody?" — doubtless  seemed 
less  philosophical  to  him  than  to  me. 
-Steven  Bach,  Final  Cut 

Citizen  Perot 

In  its  elevation  of  candidates,  the 
popular  opinion  stream  frequendy 
goes  outside  of  traditional  political 
elites.  The  unspoken  assumption 
seems  to  be:  If  this  is  the  best  the 
politicians  can  do,  let's  tr}'  someone 
from  outside  politics.  Andrew  Jack- 
son was  a  clear,  popular  alternative  to 
the  inbred  political  elites.  Grover 
Cleveland,  a  Buffalo  lawyer,  had  never 
held  office  before  1881,  but  was  cata- 
pulted to  the  presidency  on  his  anti- 
corruption  platform  in  1884.  Wood- 
row  Wilson,  a  college  president,  had 
never  run  for  office  until  1910,  but  in 
1912  was  elected  President  as  the 
embodiment  of  Progressive  politics. 
-Populism  and  Elitism, 
by  Jeffrey  Bell 

Dealing  with  J.P. 

When  Joseph  Dltvten  was  a  young 
man  starting  out  as  a  dealer  in  his 
uncle's  firm,  he  assembled  a  collection 


fOR  TVOUSANDS  OF 

YEARS  These  creatures 

RULED  TkE  EARTH 


of  Meissen  miniatures  for  J.P.  Mor- 
gan, artfully  including  mediocre  ones 
with  the  real  prizes.  Morgan  inspected 
the  collection  and  asked,  "How  much 
for  the  lot.^"  Duveen  quoted  a  price. 
With  unerring  eye  Morgan  picked  out 
the  six  best  pieces  and  paid  young 
Duveen  one-sixth  of  the  total. 

"You're  only  a  boy,"  Duveen's  un- 
cle consoled  his  nephew  when  the 
great  collector  had  left.  "It  takes  a  man 
to  deal  with  Morgan." 
-Joseph  Thorndike  Jr.,  The  Very  Rich 

Halt  the  Heinous  Hydra 

OuRTAX  SYSTEM,  monster  that  it  is,  was 
born  of  the  needs  of  war. 

Until  World  War  I,  no  country'  in 
the  world  envisioned  marginal  tax 
rates  of  50%  or  even  30%,  let  alone  the 
application  of  these  rates  to  working- 
class  incomes.  Once  in  place,  the  op- 
pressive tax  regime  of  wartime  was 
never  dislodged.  Various  political  in- 
terests kept  adding  to  the  Code  to 
create  penalties  for  certain  kinds  of 
behavior  and  incentives  for  others. 
Various  economicinlcvtsts  sought  and 
won  exceptions.  The  process  created 
hundreds  of  thousands  of  lobbyists, 
lawyers,  tax  accountants  and  politi- 
cians who  jumped  on  the  bandwagon 
and  turned  this  system  into  the  largest 
single  service  industry'  in  the  U.S. 

We  should  throw  away  our  4,000 


LIVING  ON  FRESH, RED 
MEAT  EXCLUSIVELY 


suooenly 
They  wep 

OUT  VERY 

my^eriously 


AS  To  WHAT  CAUSE 
WE    CAN    ONLY 
•TI4E0RIZE 


"OTHCO 


page  Tax  Code  and  start  anew.  The  top 
tax  rate  in  Hong  Kong,  the  world's 
fastest-growing  economy,  is  1 5%,  and 
it  takes  less  than  an  hour  to  fill  out  your 
annual  tax  return.  A  flat  tax  of  13% 
such  as  Jerr\'  Brown  proposes  is  the 
kind  ofplan  America  will  have  to  adopt 
by  the  end  of  the  1990s  if  we  are  to 
keep  pace  with  a  world  that  has  redis- 
covered entrepreneurial  capitalism. 
-Theodore  J.  Forst\l\nn, 
Forstmann  Litde  &  Co.,  in  a  speech 
for  the  Harvard  Business  School 


Ask  a  political  reporter 
what's  going  on  in  a 
campaign  and  who's  go- 
ing to  win  and  rarely  will 
we  say  what  we  should: 
"I  don't  know." 
-Ken  Auletta,  New  York 
Times  Book  Review 

Utter  Silence 

Aeter  Lord  Monte.\gle  of  Brandon 
became  a  member  of  the  British 
House  of  Lords  in  1947,  words  failed 
him — for  the  next  four  and  a  half 
decades.  Recently  and  with  "great 
trepidation,"  the  65-year-old  peer 
delivered  his  maiden  speech,  on  the 
subject  of  water  shortages.  Montea- 
gle,  who  admits  to  being  an  expert 
on  nothing,  attributed  his  reticence 
to  one  of  his  favorite  mottos:  "It  is 
better  to  keep  your  mouth  shut  and 
be  thought  a  fool  than  to  open  it  and 
leave  no  possible  doubt." 
-Life 

Traveller's  Tales  m 

In  AN  Austrian  hotel  caterinjj  to  ski- 
ers: Not  to  perambulate  the  corridors 
in  the  hours  of  repose  in  the  bcxits  of 
ascension. 

In  a  Rhodes  tailor  shop:  Order  your 
summers  suit.  Because  is  big  rush 
we  will  execute  custi>mers  in  strict 
rotation. 

/;;  a  Hon  a  Konn  supermarket:  For 
your  convenience,  we   recommend 
courteous,  efficient  seif-scmce. 
-Far  Eastern  Economic  Review      ^ 
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We  weren't  always  old 
and  conservative. 

We  used  to  be  young 
and  conservative. 


Trendsetters,  we're  not.  But  the  investment  policy  weVe  had  for 
the  past  147  years  has  apparently  become  all  the  rage  of  late.  Being 
on  the  safe  side  is  in.  Buttoned  down  is  cool. 
How  could  our  founders,  seated  around  a  table  in  1845, 
have  predicted  the  financial  climate  of  the  early  1990s? 
The  answer  is  simple.  They  knew  that  the 
future  would  hold  bad  times  as  well  as  good. 
And  that  a  life  insurance  company,  by  its 
very  nature,  had  a  responsibility  to  its 
customers  to  weather  the  storms. 
So  they  laid  down  a  conservative  investment 
philosophy,  one  that  we  have  adhered  to  ever 
since,  through  thick  as  well  as  thin. 
As  a  result,  we're  happy  to  report  that  even  in 
these  topsy-turvy  times,  95%  of  the  bonds  in  our 
portfolio  are  investment  grade.* 

If  this  is  the  price  we  pay  for  being  set  in  our 
ways,  we  don't  mind  one  little  bit.  For  more 
information  on  any  of  our 
products  and  services,  call 
your  New  York  Life 
agent  or  1-800-695-4331. 


The  Company  You  Keep* 


©1992  New  York  Lilc  Insuranct-  Company  and  New  York  Lite  Insurance  ,ind  Anniuu  Corporation  SI  Madison  Avenue.  New  York.  NY. 
10010.  All  nghts  reserved  *As  of  Dccemher  il,  1991,  includes  the  bond  portfolios  of  New  York  Lile  Insurance  Company  |NYUCI  and  its 
subsidiary,  New  York  Lofc  Insurance  and  Annuity  Corporauon  |NYUAC),  managed  by  New  York  Lile  Insurance  Company.  NYUC  has  S42.7S0 
billion  in  assets  and  S2.620  biUion  in  siAplus;  NYUAC  has  SI  1 .613  billion  in  assets  and  S0.59I  billion  in  surplus 


introduced  1-2-3/  the  spreadsheet  that  gave  busineiPpnpK  their  first  real 


freason  to  own  a  personal  computer.  Today,  there's  Lotus  Notes/  a  breakthrough  technology  that 


helps  you  make  better  business  decisions  by  allowing  ydu'fo  tap  fRe  Collective  expertise  within  your 


organization.  This  flexible,  workgroup  computing  environment  provides  an  easy  way  for  organize-  ^ 


tions  to  communicate.  To  share  information.  And  to  develop  workgroup  applications.  What's  more, 


Notes  helps  organizations  improve  their  productivity  by  allowing  them  to  overcome 


distance,  incompatible  technologies  and  even  diverse  workgroups.  Both  small  and  large  companies 


V-   '  T   «• 


around  the  world  are  presently  using  Notes  to  develop  new  applications  that  track  sales,  manage 


customer  service,  hold  discussions,  distribute  reports  and  a  whole  lot  more.  To  find  out  how  Lotus 


Notes  can  help  you  and  your  organization  better  prepare  today  to  face  the  business  challenges  of  the 


90s.  there's  just  one  thing  for  you  to  do.  Dial  1-800-872-3387,  ext.  6741.    And  call  on  Lotus.  Again. 


Notes 


j  1992  Lotus  Development  Corooration  Ai!  ngnts  reserved  Lotus.  1-2-3  and  Lotus  Notes  are  registered  trademarks  of  Lotus  Development  Ccporatiod 


CREATIVITY: 


One  of  the  ways  GE  Capital  brings  ^ood  things  to  life. 


Ofl 


You've  got  a  financing 
problem.  And  most  lenders 
have  a  solution.  Maybe  three 
or  four  solutions.  Maybe  the 
same  three  or  four  off-the-shelf 
solutions  they  offer  to  everyone. 

At  GE  Capital  we  approach 
your  problem  with  an  open    -^ 
mind.  A  can-do  attitude.  And 
the  creativity  to  structure  the 
right  financial  package  to  meet 
your  needs. 

We  emphasize  creative 
thinking.  We'll  sit  down  with 

Since  1984  GE  Capital  Mortgage 
Insurance  has  helped  more  than  a 
million  buyers  get  the  home 
of  their  dreams  with  as  little 
as  five  percent  down.  Our 
coverage  protects 
originators,  enabling  them 
to  write  mortgages  with 
down  payments  more 
families  can  afford. 


On  two  occasions  when  Magma  Copper 
needed  to  lease  $5  million  worth  of  rock 
trucks  they  went  with  a  bidder  who,  it 
turned  out,  could  not  meet  the  terms  and 
the  time  requirements.  Both  times 
Magma  asked  GE  Capital  to  step  in.  We 
were  able  not  only  to  close  both  deals 
on  schedule,  but  to  devise  lease 
structures  that  provided  off-balance- 
sheet  financing  with  a  fixed 
purchase  option. 


you  and 
get  a  thorough 
understanding  of  your 
problems.  Then  we'll  go  to 
work.  And  we  won't  rest  until 
we've  come 
up  with  a 


solution  that  meets  your 
requirements. 

This  creative  approach  has 
been  helping  customers  since 
1932.  And  it's  helped  us  grow 
into  a  company  with  $80.5  billion 
in  assets,  a  triple-A  credit  rating, 
and  a  client  list  that  includes 
some  of  America's  best  known 
companies. 

Creativity.  Experience. 
Reliability.  Qualities  that  have 
helped  GE  Capital 
bring 
financial 
solutions  to  life  for  nearly 
60  years.  Give  us  a  call  at 
1-800-24:^2222  to  find  out  how 
we  can  help  you. 

GE  Capital's  Geico  Space  is  the  largest 
supplier  of  modular  buildings  in  the  U.S. 
Over  the  years,  we've  responded,  often 
within  hours,  to  customer  needs.  When 
Hurricane  Hugo  pounded  St  Croix,  we 
rushed  four  buildings  to  the  island  by 

'  so  that  a  construction  company 
could  set  up  temporary  offices. 


GE  Capital 

We  bring  good  things  to  life. 
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Gommentairy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


TWO  WAYS  TO  HELP  LOS  ANGELES-AND  THE  REST  OF  US 


t^^ 


There  is  little  leet  to  say  about  Los  Angeles,  but  there 
is  a  great  deal  left  to  do  about  it. 

Others,  far  more  knowledgeable  than  I  about  the 
sociological  and  other  problems  of  cities,  hav&  written 
most  persuasively  about  the  factor  of  fear — fear  of  crime, 
black  and  white,  and  the  fear  among  blacks  that  they  may 
never  achieve  true  equality — as  being  one  of  the  root 
causes  of  the  trouble.  Many  have  said  that  what  is  needed 
is  simply  more  money. 

Ordinarily  I  tend  to  doubt  solutions  that  call  only  for 
more  government  money,  but  there  is  no  doubt  that  Los 
Angeles,  now  more  than  ever,  needs  large  inftisions  of  cash 
just  to  repair  the 
more  than  three- 
quarters  of  a  billion 
dollars  lost  to  sense- 
less violence.  Much 
more  is  also  needed 
for  long- neglected 
general  infrastruc- 
ture. But  simply 
raising  taxes  or  de- 
manding more  and 
more  federal  grants 
is  not  going  to  pro- 
duce enough — and 
they  are  among  the  worst  ways  to  get  what  is  needed. 

There  is  a  solution  that  will  get  more  money  to  Los 
Angeles  and  other  cities  quickly,  painlessly  and  with 
excellent  long-term  results.  That  solution,  as  the  Wall 
Street  Journal  recently  pointed  out,  is  privatization. 

Los  Angeles  (and  other  beleaguered  cities)  should  start 
selling  many  of  its  assets,  such  as  the  four  airports,  the 
water  systems  and  the  power  companies  that  it  owns.  Not 
only  can  cash  be  raised  quickly  if  suitable  purchasers  are 
found,  and  there  are  many  out  there,  but  cit)'  properties, 
once  sold,  return  to  private  tax  rolls  and  produce  more 
revenue  for  a  city  far  into  the  ftiture. 

The  usual,  "Public  ownership  is  the  only  way  to  run 
large  utility-type  projects"  and  the  "Not  Invented  Here" 
syndromes  will  of  course  be  raised  as  objections.  And 
some  municipal  employees  and  their  unions  can  be 
counted  on  to  object,  just  as  devotees  of  federal  owner- 
Forbes  ■  Junes,  1992 


Los  Angeles  1965, 1992:  History  repeated  itself.  Will  we  let  it  happen  again? 


ship  did  many  years  ago  when  I,  as  head  of  the  Office  of 
Management  &  Budget,  proposed  selling  both  Dulles 
and  National  airports  in  Washington,  D.C. 

Our  cities  would  not  be  alone  if  they  moved  to  privati- 
zation: Margaret  Thatcher  gained  great  and  deserved 
popularit\'  in  the  United  Kingdom  when  she  moved 
boldly  to  sell  all  manner  of  publicly  owned  assets,  includ- 
ing recently  nationalized  industries.  And  Argentina  has 
also  found  that  privatization  works  ver\'  well  indeed. 

Another  need  starkly  revealed  by  the  Los  Angeles 
firestorms  is  that  of  skilled  manpower  to  help  train  and 
encourage    the    tens    of  thousands    who    feel    utterly 

without  hope  of 
getting  off  welfare 
and  finding  decent 
jobs  and  acceptable 
housing  for  their 
families.  Housing 
&  Urban  Develop- 
ment Secretary 
Jack  Kemp  has 
many  sound,  test- 
ed, effective  ideas 
and  proposals  for 
these  needs,  cen- 
tering on  enterprise 
zones,  that  he  has  advocated  for  years. 

We  already  have  a  great  source  of  highly  trained  and 
skilled  manpower  upon  which  to  draw:  our  militar)',  an 
extraordinarily  valuable  national  asset.  Currently  it  is 
threatened  with  the  loss  of  500,000  people,  because  of 
the  perceived  need  to  reduce  the  defense  budget.  It 
seems  to  me  that  to  lose  much  of  this  asset,  when  many 
of  our  troops  are  willing  and  anxious  to  remain,  is  a 
waste  we  cannot  afford.  Ser\'ice  men  and  women  can 
use  the  skills  they  have  acquired  to  help  provide  job 
training  and  encouragement  for  those  who  need  it 
most.  Not  all  of  our  outgoing  militar\'  would  want  so 
to  ser\'e,  but  many  uould.  And  for  e\'er\'  one  who  did, 
the  country  as  a  whole  would  gain  greatly — far  more 
than  by  cutting  the  defense  budget  so  that  the  resulting 
"savings"  could  be  spent  on  programs  whose  only 
virtue  is  that  they  are  deemed  politically  popular.      ^ 
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Tne  Subaru  SVX 


State  Troopers 


aren't 


e  only  ones 


writin 


up  our  new 
Sports  Car. 


"The  new  SVX  is  an  enthusiast's  car— a  car  with  the 
hardware,  versatility  ana  even  the  looks  to  make  it  a  star." 

-Popular  Mechanics,  August,  '91 


ihe  result  is  a  powertrain  that  rivals  the  Lexus  V-8  for 
^^^  \V\\\\  smoothness  ana  refinement^  in  a  vehicle  that  offers  much 
more  entertainment  than  the  LS400." 

-Automobile  Magazine,  September,  '91 

".  .  .  can't  use  enough  superlatives  to  describe  this  car  on  a  curvy  back  road.  ' 

-MotorTrend,  March, '92 

"On  dry  pavement,  it  has  no  discernable  vices,  and  even  in  gravel,  snow  and 
deluges,  can  be  driven  fast  and  hard  with  little  effort  and  great  confidence." 

-Car  &  Driver,  September,  '91 

"Its  high  0.Q2  g  skidpad  rating  approaches  that  of  the  Corvette  ZR-1  and 
Acura  NSX.  And  it  slams  through  the  slalom  in  nearly  the  same  league  as 
theAcura  NSX,  Nissan  300ZX,  and  Porsche  Q44S  2— proving  its  ability  to 
travel  in  fast  company  indeed.  " 

-MotorTrend,  September  '91 

"The  SVX's  strong  point  is  lots  of  usable  pull— where  you  need  it,  when  you  need  it." 

-Autoweek  August,  '91 

"The  virtues  of  Subaru's  new  luxury /performance  car  made  it  our  unanimous 
choice  as  this  year's  purest  engineering  effort,  and  worthy  recipient  of 
Automotive  Industries'  1QQ2  Engineering  Award." 

-Automotive  Industries,  December  '91 


Subaru.  What  to  dri 


ve. 


Siiham  ?\'X  is  a  trademark  and  Suhani  is  a  rrfjisterrd  tradrmarlr  of  Sukaru  of  America.  Inc   CIQQ2.  Sukaru  of  America,  Ir 
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\Jn  a  turnout  along  the  Coast  Highway 

just  north  of  Laguna  Beach 

there's  a  place  where  the  talk  is  usually  about  water 

They  call  it  the  Shake  Shack. 


Perrier.  Part  of  the  local  color. 
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EDITED  BY  HOWARD  BANKS 


The  economy  doesn't  need  the  Fed  to  cut  more 


The  sudden  and  sharp  drop  in  new  housing 
starts  in  April,  released  by  the  Census  Bureau  on 
May  19,  created  predictable  twittering.  On 
their  face,  the  statistics  showed  a  1 7%  decline  from 
March,  the  largest  monthly  drop  in  eight  years. 

Some  commentators  used  this  comparison 
to  question  whether  the  economy  is  really  re- 
covering. But  as  usual,  there  was  more  to  the 
number  than  met  the  eye.  April's  "low"  hous- 
ing start  number  was  actually  10%  higher  than 
the  year-earlier  figure,  and  was  much  higher 
than  most  forecasters  were  suggesting  as  re- 
cendy  as  three  months  ago. 

With  housing  getting  stronger,  it  is  unlikely 
that  the  Federal  Reserve  will  cut  rates  to  stimu- 
late the  economy  any  time  soon.  (There  may 
be  small  cuts  along  the  way  in  the  federal  fiinds 
rate,  but  that  is  largely  market  driven.)  The 
Fed  has  primed  the  economy  adequately  with  its 
dramatic  one -point  cut  in  the  discount  rate  in 
December. 

Good  economic  news  isn't  hard  to  find 
when  the  Fed  goes  hunting  for  it.  The  improve- 
ment in  the  home  building  sector  in  the  first 
quarter  contributed  perhaps  one  point  to  real 


growth  in  gdp  (on  an  annualized  basis). 

There  have  also  been  recent  upward  re\i- 
sions  to  three  key  classes  of  data:  industrial  pro- 
duction, growth  in  business  inventories  and 
consumer  spending.  Among  them,  these  three 
will  likely  add  another  full  one  point  to  GDP 
growth  for  the  first  quarter,  which  will  likely 
now  be  revised  upward  to  a  3%-a-year  rate. 

Does  this  mean  the  Fed  might  feel  obliged 
to  raise  rates?  Again,  the  likely  answer  is  no. 
Inflation  remains  low.  The  underlying  GDP 
deflator  has  been  running  at  around  2.5%,  and 
the  producer  price  index  for  finished  goods  in 
April  was  less  than  1%  above  the  same  month  last 
year.  These  low  rates  will  feed  through  into 
lower  consumer  price  inflation  (running  at  just 
over  3%  in  April)  later  this  year. 

There's  even  cheering  news  on  the  trade 
front.  Growth  of  U.S.  exports  to  Western  Eu- 
rope is  likely  to  decline  somewhat  as  the  reces- 
sion there  now  seems  likely  to  continue  through 
early  1993.  But  this  is  being  oflfset  by  im- 
proved prospects  in  Latin  America. 

All  in  all,  a  cool  spring  is  finally  turning  into 
a  warmer  economic  summer. 


Rougher — ^but  clearer — tax  justice 


Assistant  Treasury  Secretary  for  Tax  Policy 
Fred  Goldberg  and  Internal  Revenue  Semce 
Commissioner  Shirley  Peterson  have  told  iRS 
staffers  to  take  a  more  commonsense  approach 
to  writing  regulations.  Goldberg  and  Peter- 
son want  tax  rules  to  be  written  more  quickly 
and  without  the  hundreds  of  pages  of  nitpick- 
ing detail.  Rules  writers  (they  write)  should 
"make  do  with  rough  justice"  rather  than 
strive  for  "theoretical  purity." 

As  an  example  of  the  new  approach,  the  IRS 
has  just  issued  14  pages  of  proposed  rules  defin- 
ing the  term  "passive  activity."  They  replace  a 
196-page  proposal  issued  in  May  1989. 

Goldberg  says  overly  detailed  regulations 
not  only  drive  people  crazy  but  also  often  pro- 
duce wrong  results.  Deserving  taxpayers  can 
be  denied  a  benefit  on  a  technicality.  But  profes- 
sional tax  practitioners  can  often  claim  breaks 
Congress  never  intended  by  arguing  that 
they've  complied  with  the  letter — if  not  the 
spirit — of  the  rules. 

"Short  and  simple  doesn't  always  mean  tax- 
payers will  like  the  answer,"  warns  Goldberg. 
"It's  very  much  a  two-edged  sword."  But 
many  corporate  tax  executives  applaud  the  new 
approach. 

An  early,  eagerly  awaited  test  will  be  new 
rules  for  computing  profits  of  foreign  subsidiar- 


ies. "Business  has  been  asking  for  a  less  restric- 
tive, simpler  approach  for  years,"  says  Neil  Wiss- 
ing,  vice  president/director  of  taxes  for 
Weyerhaeuser  Co.  "We'd  much  prefer  to  have 
quick,  broad-based  guidance  instead  of  run- 
ning blind."  Business  has  also  been  pushing  to 
get  clearer  rules  covering  the  corporate  Alter- 
native Minimum  Tax,  says  Wissing.  And  this  is  a 
key  item  in  a  new  17-page  list  of  regulatory 
priorities  recentiy  put  out  for  public  comment. 

Another  problem  area  is  the  research  and 
development  tax  credit,  enacted  in  1981.  "It's 
absurd — we  still  don't  have  final  regs,"  fumes 
Eric  Ryan,  director  of  tax  for  Apple  Computer. 
"We're  down  to  an  18-month  product  life 
cycle  and  we've  got  to  know  what  we're  doing." 
In  March,  Apple  won  a  tax  court  \ictor\'  over 
R&D  issues  stemming  from  its  1981,  1982  and 
1983  returns. 

Early  guidance  should  cut  down  on  such 
litigation.  And  shorter  regulations,  says  Ryan, 
should  produce  more  clarit)'.  "The  more  they 
try  to  define  tax  matters  by  regulation,  the  more 
ambiguous  they  tend  to  become,"  he  says. 
Individual  taxpayers  will  benefit,  too,  since 
Goldberg  intends  to  issue  clearer  regulations 
on  estate  tax,  trusts  and  financial  products. 

Three  cheers  for  Goldberg  and  Peterson. 

-Janet  Novack  ^ 
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THE  FORBES  INDEX 
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The  Forbes  Index  (1967=100) 

210 

Current  192.0* 

200  Previous  190.1 

Percent  change         1.0% 

190 


120 


78  '80  '82  '84 


*Preliminary 

86  '88  '90 


'92 


The  recovery  is  becoming  more  visible.  The  preliminary 
Forbes  Index  for  April  shows  a  1%  increase  over  March.  If 
this  gain  holds,  it  will  mark  the  largest  month -to -month 
advance  in  the  Index  in  SVa  years.  Industrial  output  rose 
0.5%  in  April,  the  third  straight  monthly  increase.  Rising 
auto  production  was  largely  responsible  for  the  gain.  Retail 
sales  registered  a  0.9%  gain  in  April,  which  erased  almost  all 
of  March's  decline.  And  average  weekly  new  unemploy- 
ment claims  in  April  were  412,000,  the  lowest  number 
since  July  1991. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.5% 

Auto  sales  year  to  date  vs  1 991 ' 

Ward's  Automotive 

1.2% 

Index  of  leading  indicators  Mar  vs  Feb 
Trade  balance  12  months  ended  Feb  1392 
All-commodity  producer  price  index  Apr  vs  Mar' 

Dept  of  Commerce 

0.2% 

-$68bil 

0.2% 

Dept  of  Commerce 
Dept  of  Labor 

GDP  1st  quarter  vs  4th — annualized  growth 
M2  (3-month  change) — annualized  growth' 

Dept  of  Commerce 
Federal  Reserve 

2.0% 
3.6% 

'  U.S. -based  manufacturers,  excludes  imports,  as  of  5/10/92.  ^Wfiolesale goods. 'Includes Ml             1 

(public  currency  and  checking  deposits)  plus  savings  accounts  and  rnoney  market  funds.                       1 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  nevi/  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=100) 
seasonally  ad|usted  (Federal  Reserve) 
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Services     •    Total  index 


155 


125 


Consumer  price  indexes  (19S2  U4  aveiage^lOO) 
all  urban  consumers,  unadjusted  (Dept  of  Latwr) 


125 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  [Dept  of  Commerce) 


550 


475 


400 


325 


New  unemployment  claims  aveia.^e  lot  month 
(thousands),  seasonally  adjusted  (Dept  ,,f  Labor) 


Retail  sales  i$billions), 

seasonally  adjusted  (Dept  of  Commerce) 


Inventories      •    New  orders 


270 


210 


Manufacturers'  new  orders  and  inventories 

(Sbillions),  seasonally  adjusted  (Dept  of  Commeice) 


2920 


2850 


2780 


2710 


Personal  income  ($biilions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commece) 


740 


730 


720 


710 


Consumer  msta  I  i 
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.\nvone 
^liio  Flies 
On  Business 
AsiMuch 
.4slouDo 
Deserves 
A  Medallion. 

When  you  spend  as  much 
time  in  the  air  as  you  do 
in  your  office,  we  think  you 
should  be  rev^arded. 
On  Delta,  it  sour 
Medallion  Level. 
Besides  giving  our  most 
frequent  of  flyers  the  special 
recognition  they  deserve. 
Medallion  Level  offers 
upgrades  for  just  2»500 
frequent  flyer  miles* 
Substantially- reduced 
mileage  awards.  And,  even 
better,  you  can  use  them 
whenever  you  want.' 
To  find  out  more  about  our 
Medallion  Level,  see  your 
Travel  Agent.  Or  call  Delta  at 
1-800-323-2323. 
.\nd  discover  how  rev^'arding 
business  travel  can  reallv  be. 
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\MLoueT)FlyA}idbSliai^ 


^2,500  inie  appades  are  oiie<fa»  wd  apfilr  for  tnfri  withia  North  Amnfta.  «Awud 
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The  stranglehold  on  Japan's  personal  computer  market 
is  coming  to  an  end.  The  beneficiaries  will  be  Apple, 
IBM  and  the  Japanese  economy. 

A  message 
from  Akihabara 


By  Andrew  Tanzer 

Stroll  through  Akihabara,  To- 
kyo's famous  consumer  electronics 
district,  and  you'll  see  a  dramatic  new 
trend  in  the  computer  business.  Aki- 
habara used  to  be  a  stronghold  for 
Japanese  computer  giant  NEC.  Many 
Akihabara  merchants  stocked  only 
NEC's  model  PC  98  personal  comput- 
ers. Only  a  few  bothered  to  sell  Apples 
or  IBMS. 

Together  with  its  clones  from  Seiko 
Epson,  the  PC  98  system  has  consis- 
tently accounted  for  over  70%  of  the 
machines  sold  at  retail  in  Japan.  This 
stranglehold  on  the  domestic  market 
made  NEC  the  world's  third-largest  PC 
producer,  after  IBM  and  Apple.  And 
the  business  has  been  profitable.  PCs 
contribute  18%  of  NEC's  $26  billion  in 
sales  but  fiilly  40%  of  its  profits. 

But  as  the  tour  of  Akihabara  makes 
clear,  NEC  is  losing  its  grip.  Suddenly 
the  PC  98s  are  being  heavily  discount- 
ed. Shops  that  sold  only  PC  98s  are 
now  also  stocking  more  user-friendly 
Apple  Macintoshes  and  cheaper, 
more  powerfijl  versions  of  IBM's  new 
DOS/v-capable  machines,  a  Japanese 
version  of  MS  DOS  that  runs  on  the 
worldwide  IBM  at  standard. 

How  far  might  this  trend  go?  Hi- 
roki  Kamata,  president  of  Soken  Plan- 
ning Co.,  a  computer  market  research 
and  consulting  firm,  predicts  that  by 
1995  the  Japanese  personal  computer 
market  will  be  worth  at  least  $15 
billion  and  that  Apple  and  IBM-com- 
patible products  will  each  have  more 
market  share  than  nhc.  Comparing 
what  he  foresees  happening  to  nkc:  in 
the  Japanese  PC  market  with  what 
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happened  to  Eastern  European  car- 
makers when  the  Berlin  Wall  fell, 
Kamata  says:  "One  day  the  [East  Ger- 
man] Trabant  was  the  best  car  in 
Eastern  Europe.  The  next  day  the 
Trabant  was  faced  with  extinction." 

When  NEC  introduced  the  first 
PC  98  a  decade  ago,  the  machine  was 
something  of  a  technical  marvel.  To 
support  the  complex  characters  of  the 
Japanese  language,  the  computer  had 
a  much  higher  screen  resolution  than 


IBM's  DOS/V  PCs 
in  Akihabara 
Japan's 
PC  industry 
is  getting 
its  first  taste 
of  PC  clone 
economics. 


what  IBM  or  Apple  then  offered.  NEC 
quickly  built  up  powcrfiil  distribution 
channels  and  a  massive  library'  of  soft- 
ware packages  developed  for  its  pro- 
prietarN'  system  by  third-part>'  soft- 
ware vendors.  Thus  it  was  no  surprise 
that  the  installed  base  of  PC  98s  grew 
by  leaps  and  bounds. 

But  NHc:'s  Pc:  98  series  also  has 
serious  technical  deficiencies  that  deft- 
easy  solution.  The  ix    98\s  unusual 


NEC's  PC  98  series 
computers  on  sale 
Facing  its  first 
real  competition 
after  a  decade 
of  dominance. 


architecture  cannot  easily  run  soft- 
ware developed  k^r  Microsoft's  Wm- 
dows,  local  area  nen\  orking  and  other 
advanced  American .  soft^vare  pro- 
grams sweeping  the  world.  Explains 
Hidcyo  Waki,  professor  of  electrical 
engineering  at  Tokyo  Dcnki  Univer- 
sirv:  ""These  programs  were  devel- 
oped for  the  IBM  .\r  architecture,  not 
for  NEC  or  other  Japanese  makers." 
Because  of  the  way  NEC's  re:  98  is 
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*built,  a  Japanese  user  cannot  upgrade 
his  machine  to  run  the  latest  software 
optimally.  Rather,  he  must  scrap  the 
old  machine  and  buy  a  new  one — and 
that  means  considering  not  only  NEC 
but  also  IBM,  Apple,  Compaq,  Dell, 
AST  and  all  the  other  marques  avail- 
able on  the  world  market  today.  Says 
Masayoshi  Son,  president  of  Softbank 
Corp.,  Japan's  leading  packaged  soft- 
ware distributor:  "The  entry  barrier 
for  U.S.  vendors  is  diminishing." 

Even  Japan's  chauvinistic  trade 
press  has  been  saying  some  nice  things 
about  the  IBM  and  Apple  machines, 
and  heaping  insults  on  NEC's  model 
PC  98.  Three  major  computer  maga- 
zines in  the  Nikkei  publishing  group 
have  recently  discussed  the  flaws  of 
the  l\:  98  and  questioned  its  ftiture. 
"Nikkei  is  the  Politburo  of  Japanese 
publishing:  It's  decided  to  terminate 
the  PC  98,"  quips  Soken  Planning 
Co.'s  Hiroki  Kamata. 

Sales  of  Macintosh  pc:s  have  been 
booming  in  Japan  for  the  last  couple 
of  years  (Fqrbhs,  May  27,  19Q1).  As 
NEC's  PC  98 's  problems  become  more 
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widely  understood,  Apple  should  eas- 
ily meet  Chairman  John  Sculley's  tar- 
get of  capturing  10%  of  the  Japanese 
market  by  the  mid-1990s,  up  from  6% 
to  7%  today. 

IBM  and  its  clones'  potential  looks 
even  greater  than  Apple's.  Like  the 
Apple  Macintosh  but  unlike  NEC's  Pc; 
98,  IBM's  DOS/v  machine  is  truly  bilin- 
gual in  Japanese  and  English.  And 
because  its  hardware  architecture 
conforms  to  the  worldwide  at  stan- 
dard, it  is  easy  to  adapt  the  many 
English  softAvare  packages  for  use  in 
Japanese. 

The  £iaijin  machines  are  cheap, 
too.  Compared  with  American  con- 
sumers, the  Japanese  have  paid  rvvice 
the  price  for  half  the  processing  pow- 
er, according  to  Hideyo  Waki.  "We 
had  no  choice  but  to  buy  overpriced 
machines,"  says  Umihiko  Na- 
mekawa,  an  information  industry'  spe- 
cialist at  Tokyo's  Hosei  University'. 
"There  was  no  real  competition." 

The  competition  is  only  beginning 
as  the  cloncmakers  follow  IBM  and 
Apple  into  Japan.  Compaq,  AST  and 


DeU  have  all  begun  selling  IBM  DOS/v 
compatibles  in  Japan  in  recent 
months.  So  have  leading  Taiwanese 
clonemakers  such  as  Acer  and  Mitac. 
Canon  is  selling  a  line  of  Acer- supplied 
IBM-compatible  machines  under  the 
Canon  label;  Hitachi  is  marketing  IBM 
Japan -supplied  notebook  computers. 
Sony,  Toshiba,  Mitsubishi  Electric, 
Ricoh  and  Sanyo  are  also  now  selling 
IBM -compatible  machines. 

"Week  by  week,  you  find  more 
shops  carr\'ing  DOS/v,"  says  Tsutomu 
Maruyama,  director  of  IBM  Japan's 
personal  systems  operations. 

Penetration  by  U.S.  hardware  mak- 
ers will  also  fiirther  open  up  the  Japa- 
nese market  to  U.S.  software  writ- 
ers— something  that  will  give  many 
Japanese  businesses  a  new  competi- 
tive thrust.  "Managers  in  Japan  don't 
know  what  PCs  can  do,"  says  Makoto 
Naruke,  president  of  Microsoft  (Ja- 
pan). "Bankers  still  don't  know  what 
a  spreadsheet  is." 

Longer  term,  IBM's  and  Apple's 
success  in  Japan  could  make  Japan  a 
stronger  competitor  in  PCs.  The  Japa- 
nese computer  industry  will  never  ad- 
mit it,  but  the  tradition  of  closed 
architectures  and  high  hardware  and 
software  prices  has  been  a  disaster  for 
Japan.  Proportional  to  population, 
Japan's  installed  base  of  personal 
computers  is  much  less  than  half  that 
of  the  U.S.,  and  Japan  has  lagged 
years  behind  the  U.S.  in  ever>'  PC 
industry  trend — from  networking 
and  downsizing  to  the  growth  of 
sophisticated  packaged  software.  By 
shutting  itself  oft'  from  the  world, 
Japan  was  never  able  to  build  much  of 
a  personal  computer  export  industry. 
\Vhat  littie  it  did  have  has  fallen  50% 
over  the  past  tsvo  years. 

Up  to  a  point,  NEC's  computer 
designers  have  begun  to  respond. 
Last  year  NEc:  launched  Pc:  H98,  a  new 
high -resolution  model.  But  the  new 
model  isn't  ftilly  compatible  with  the 
PC  98  and  needs  new  software.  Ana- 
lysts say  it  is  overpriced  and  selling 
poorly. 

Curiously,  NEC  professes  not  to  be 
worried.  "We  don't  hear  complaints 
from  our  users,"  insists  Hajime  Ikeda, 
manager  of  NEC's  PC  planning  divi 
sion.  To  judge  from  what's  happen 
ing  among  the  merchants  down  in 
Akihabara,  Ikeda  and  his  colleagues 
aren't  listening  ver\'  hard.  ^ 


43 


I 


Amelia  Earhart  is  alive!  Adam  and  Eve's  bones  found  in 
Colorado!  Enquirer  dismembers  convertible  bond  for 
extraordinary  tax  benefit! 

Super-LYONs 


By  Laura  Jereski 

HERE'S  A  HOT  ITEM  you'll  never  read 
in  the  National  Enquirer  or  the  Week- 
ly World  News,  though  it  took  place 
right  in  the  supermarket  sheets'  head- 
quarters. The  tale  is  told  in  the  dry, 
155 -page  prospectus  for  a  $135  mil- 
lion (face  value)  zero  coupon  note 
issued  in  mid-May  by  the  tabloids' 
parent,  Enquirer/Star  Group  Inc. 
Underwriters  Salomon  Brothers  and 
First  Boston  have  figured  out  how  to 
milk  a  convertible  bond  for  extra  tax 
deductions  for  the  issuer. 

Like  securities  known  in  the  trade 
as  LYONS  (Liquid  Yield  Option 
Notes),  these  are  basically  convertible 
zero  coupon  bonds.  Companies  have 
issued  $42  billion  (face  value)  of  these 
LYONS,  which  will  generate  some  $29 
billion  of  interest  deductions  over 
their  lives.  The  accrued  interest  on  the 
zeros  is  tax  deductible  even  though, 
in  many  cases,  no  interest  will  ever  be 
paid  in  cash. 

That's  because  if  they  are  converted 
at  the  arranged  price,  the  lyon- hold- 
er gives  up  not  only  the  bond  but  the 
accrued  interest  as  well.  Thus  the 
issuer  gets  a  handsome  tax  deduction 
without  spending  a  dime.  That's  why 
the  Internal  Revenue  Service  stalked  a 
LYON  issued  by  A.E.  Staley  last  De- 
cember, but  backed  off.  It  backed  off 
because,  as  with  most  lyons,  the  issu- 
ance of  stock  at  maturity  was  by  no 
means  certain  since  holders  would 
convert  only  if  the  underlying  com- 
mon stock  rose  to  a  certain  point.  In 
"The  imperial  Agces"  (see  p.  88)  we 
point  out  that  in  the  case  of  Morrison 
Knudsen  Corp.'s  lyons,  the  owners 
may  never  convert. 

But  Enquirer's  lyon  is  a  bit  differ 
ent.  That's  why  it  will  be  attracting 
the  interest  of  the  iRS.  The  company  is 
breaking  off  the  conversion  feature 
into  a  separate  warrant.  "This  is  the 
case  we  always  worried  about,"  says 


Robert  Willens,  a  corporate  tax  expert 
at  Shearson  Lehman  Brothers. 

To  understand  why  he's  worried, 
you  have  to  understand  how  a  lyon 
works.  (The  moniker  is  trademarked 
by  Merrill  Lynch  but  widely  used  on 
Wall  Street  to  refer  as  well  to  the  many 
knockoffs  from  other  underwriters.) 
Suppose  Enquirer/Star  could  sell  a 
convertible  zero  coupon  bond  with  a 
five-year  maturity  at  a  yield  of  6.7%. 
The  zero  holder  would  be  entided  to 
convert  the  bond  at  a  modest  premi- 
um into  a  fixed  number  of  shares  of 
common.  A  holder  who  elects  to  con- 
vert gets  no  interest,  but  the  conver- 
sion right  is  attractive  enough  to  com- 


pensate for  the  low  yield. 

Then  the  bond  would  come  out  at 
$719  and  mature  at  $1,000.  The 
$281  interest  payment  would  be  de- 
ductible by  the  issuer — and  taxable  to 
the  bondholder — year  by  year,  begin- 
ning with  $49  of  interest  the  first  year 
and  ending  with  $64  of  interest  the 
last  year.  No  controversy  there. 

The  LYON  issuer,  of  course,  hopes  it 
will  never  have  to  redeem  the  bcMid.  It 
hopes  its  stock  will  zoom  and  all 
b(^ndholders  will  opt  to  take  shares 
instead  of$I,000  in  cash. 

If  that  happens,  for  the  use  of  bond 
buyers'  money  for  five  years,  the  com- 


pany has  laid  out  no  cash — no  inter- 
est, no  dividends. 

Enquirer's  subdety?  The  convert- 
ible zero  can  be  thought  of  as  a  unit 
made  up  of  two  separate  securities. 
One  is  a  10%  five-year  zero,  worth 
$611  at  issuance.  The  other  piece  is  a 
warrant  to  buy  36  shares  of  stock  at  a 
strike  price  that  rises  annually  over  the 
next  five  years.  These  warrants  are 
now  worth  $108,  or  S3  each. 

Complicated?  Yes,  but  a  great  deal 
for  the  issuer.  Issue  the  bond  with 
detachable  warrants,  and  the  case  can 
be  made  that  the  issue  price  of  the 
bond  is  $611,  not  $719,  with  the 
other  $108  attributable  to  the  war- 
rants. That  adds  an  extra  $14  million 
of  deductions  for  the  company  over 
five  years.  (Selling  warrants,  by  the 
way,  does  not  create  taxable  income 
for  the  issuer.)  Holders  must  report 
higher  taxes  on  the  accrued  interest, 
but  they  probably  don't  care:  Zeros 
generally  wind  up  in  tax-deferred  ac- 
counts like  IRAS. 

This  is  just  what  Enquirer/Star  did. 
It  says  that  with  the  underlying 
straight  bond  w^orth  $611,  it  can 
claim  $389  of  interest  deductions 
over  the  five  years.  What's  the  strike 
price  on  the  warrants?  In  effect,  it 
starts  out  at  $  1 7  and  climbs  to  just  shy 
of  $28  in  five  years.  More  precisely, 
anyone  who  tenders  the  zero  coupon 
note  at  any  time  along  with  36  war- 
rants gets  36  shares  of  common. 

There's  plenty'  enough  in  this  deal 
to  rankle  the  IRS.  Note  that  the  war- 
rants start  out  in  the  money — the 
initial  exercise  price  of  SI  7  is  less  than 
Enquirer's  recent  close  of  18Vfe.  That 
in  itself  makes  for  a  fairly  unusual 
warrant  ofi'ering,  says  Willens.  Couple 
this  with  the  fact  that  the  issuer  is 
simultaneously  deducting  noncash 
interest  and  you  have  the  makings  of  a 
case  that  the  note  is  not  really  debt  at 
all,  just  disguised  equity*. 

Taxpayer's  defense:  It's  far  from 
certain  that  the  warrants  will  ever  be 
exercised.  After  all,  if  the  stcKk  never 
goes  an^•^vherc,  noteholders  would 
do  better  to  hold  out  for  their  S 1 ,000 
cash  at  the  end. 

So  kudos  to  Salomon  and  First 
Rt)ston  not  t>nly  for  creati\ir\-  but  also 
for  gocxl  salesmanship.  The  issue  was 
inersubscribed,  notwithstanding  that 
Enquirer  shares  arc  already  richly 
priced.  ^ 
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Will  there  ever  be  a  McDonnell  Douglas  MD-12? 
It  looks  more  and  more  unlikely. 

Dwindling  hopes 


By  Howard  Banks 

These  are  tough  days  for  John  F. 
McDonnell,  chairman  and  chief  exec- 
utive officer  of  McDonnell  Douglas. 
The  nation's  largest  defense  contrac- 
tor is  under  attack  for  a  bailout  by  the 
Defense  Department. 

Adding  to  his  woes,  in  mid-May  the 
Taiwanese  government  backed  away 
from  the  proposal  that  it  buy  a  big 
chunk  of  the  company's  Douglas  Air- 
craft airliner  operation,  a  proposal 
that  would  have  pumped  enough  new 
money  into  Douglas  to  enable  it  to  go 
ahead  with  building  a  new  MD-12 
airliner.  Instead,  the  Taiwanese  of- 
fered merely  to  buy  20  of  the  aircraft, 
if  they  are  built. 

The  normally  calm  and  quietly  spo- 
ken McDonnell  shows  emotion  when 
asked  about  the  stream  of  allegations 
coming  from  Representative  John 
Conyers  Jr.'s  (D-Mich.)  Legislation 
*&  National  Security  subcommittee. 
"In  fact,  it's  the  reverse  of  a  bailout  on 
the  C-17,"  says  McDonnell.  He 
points  out  that  the  Air  Force  is  threat- 
ening to  withhold  part  of  what  Mc- 
Donnell Douglas  reckons  it  is  entitled 
to  receive  on  the  $6.6  billion  initial 
contract  on  the  C-17  because  of  al- 
leged overruns. 

There  are  two  main  elements  to  the 
bailout  story.  In  1990  the  Air  Force 
told  McDonnell  Douglas  that  it  was 
rimning  out  of  research  and  develop- 
ment money  on  the  C-17.  But  when 
McDonnell  pointed  out  that  the  con- 
tract did  not  differentiate  between 
research  and  development  and  pro- 
duction, the  Air  Force  changed  its 
accounting  and  the  bills  continued  to 
be  mostly  paid. 

The  second  element  in  the  story  is 
mere  history.  In  late  1990  the  compa- 
ny could  see  it  was  headed  for  a 
wicked  cash  squeeze  in  early  1991.  It 
says  it  has  nearly  $1  billion  invested  in 
unpaid  work  on  the  C-17  transport, 
the  Navy's  canceled  A- 1 2  attack  plane 
and  the  Navy's  T-45  trainer.  It  asked 


the  Pentagon  for  a  cash  advance,  but 
later  withdrew  the  request  and  re- 
lieved the  cash  squeeze  instead  with 
some  tough  cost-cutting. 

The  biggest  troubles  now  for  the 
C-17  are  technical.  The  plane  is  over- 
weight, its  engines  will  not  deliver  fiill 
performance  until  1995,  and  there- 
fore, until  that  time,  its  range  will  be 
hmited.  It  is  also  suffering  more  than 
its  fijll  share  of  development  trou- 
bles— from  fiiel  leaks  to  parts  that  will 
have  to  be  redesigned,  and  so  on. 

All  this  adds  to  the  cost  overrun  and 
makes  the  program  more  vulnerable 
to  congressional  cutbacks.  At  the  very 


least,  McDonnell  Douglas  will  proba- 
bly have  to  take  writeoffs  of  around 
$500  million  in  the  next  few  years. 
This  for  a  company  whose  equity 
amounted  to  $288  million  in  1991. 

Meanwhile,  the  company  faces  an 
additional  drain  from  its  updated  DC- 
10  airliner,  the  MD-11,  deliveries  of 
which  are  just  starting. 

All  this  makes  it  just  about  impossi- 
ble for  the  company  to  proceed  alone 
with  its  proposed  all-new  MD-12  air- 
liner. This  600-seat  plane  would  on  a 
conservative  estimate  cost  $9  billion 
in  nonrecurring  development  costs 
and    the    cost    of   getting    it    into 


John  McDonnell  on  the  C-17  assembly  line 

Overruns  here  and  trouble  finding  money  for  its  new  MD-12. 
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McDonnell  Douglas 


production. 

McDonnell  Douglas  has  reduced 
its  total  long-term  debt  at  the  end  of 
1991  to  $4.3  billion  from  $5.6  billion 
a  year  earlier.  But  it  cannot  afford  such 
a  cash -intensive  program  alone. 

That  was  why  John  McDonnell  has 
been  so  keen  to  get  Taiwanese  help 
for  the  MD- 12.  He  chose  the  Taiwan- 
ese for  two  reasons:  They  have  money 
(the  government  has  a  more  than  $80 
billion  surplus  and  wants  to  get  into 
high-technology  work).  And  they  do 
not  appear  likely  to  become  a  perma- 
nent independent  rival  in  airliner 
manufacture. 

But  now  the  Taiwanese  seem  to 
have  grown  cautious  over  the  idea  of 
investing  up  to  $2  billion  to  buy  up  to 
40%  of  the  company's  equity,  to  be 
followed  by  40%  of  the  cost  of  the 
program.  The  key  stumbling  block  is 
the  uncertain  commercial  prospects 
for  the  MD- 12. 

Today  Boeing  has  a  highly  profit- 
able monopoly  in  jumbos,  with  its 
747.  The  Seatde-based  giant  would 
not  sit  idly  by,  and  has  two  options. 
One  is  to  update  its  existing  747  by 
extending  its  upper  deck  and  cut  its 
price  to  the  bone  (most  of  its  invest- 
ment is  already  heavily  written  down). 
Or,  second,  Boeing  can  come  up  with 
an  all-new  plane  (the  787).  Either 
way,  Boeing  would  make  it  tough  for 
theMD-12. 

So  probably  will  the  European  Air- 
bus consortium,  which  is  also  consid- 
ering its  options,  including  designing 
an  all-new  jumbo  of  its  own. 

Where  one  design  in  this  market 
amounts  to  a  license  to  print  money, 
two  or  especially  three  rivals  would 
likely  mean  all  would  lose. 

McDonnell  Douglas  isn't  saying 
much,  but  it  still  hopes  to  get  partners 
for  the  MD-12  program — from  else 
where  in  Asia  and  also  from  an  un 
named  potential  European  partner — 
with  or  without  the  Taiwanese.  But  it 
confirms  that  the  MD  12  program 
will  not  be  launched  until  it  receives 
airline  orders  toi  ."0  planes.  Today  the 
airplane  is  still  no  mf)re  than  a  dream 
in  a  computer. 

John  McDonnell  is  a  dedicated  air 
craft  builder.  He  will  not  willingly 
abandon  the  market  that  Douglas 
dominated  for  decades  before  the  jet 
age.  But  he  is  running  out  of  cards  to 
play.  H 


Multibillionaire  John  Kluge  went  into 
the  restaurant  business.  His  experience 
shows  that  even  business  geniuses 
aren't  infallible. 

Overcooked^ 


^ 


By  Zina  Sawaya 

In  September  1989  multibillionaire 
John  Kluge  arrived  at  the  Opr^dand 
Hotel  in  Nashville,  Tenn.  This  was  no 
pilgrimage  to  the  home  of  country 
music.  Kluge,  the  chairman  of  Metro- 
media Co.,  was  there  on  business. 

Gathered  at  the  Opryland  were  op- 
erators of  over  400  franchises  of  the 
Bonanza  steak  house  chain.  The  res- 
taurants had  been  doing  fine,  but 
rumors  about  a  takeover  were  flying. 
Not  to  worry,  Kluge  soothed  them. 
He  was  the  buyer  and  had  big  plans. 
He  already  owned  the  rival  Ponderosa 
chain,  and  they  would  be  part  of  a  vast 
steak  house  chain  that  would  have 
sales  of$3  billion  by  1990. 

Recalls  one  franchisee  who  heard 
the  speech  by  the  former  cellular  tele- 


phone and  TV  mogul:  "He  [Kluge] 
said,  'We're  going  to  make  you 
wealthy  and  take  the  restaurant  indus- 
try from  the  dark  ages  into  today  with 
computers.'  "  The  dazzled  fi"anchise 
holder  recalls  thinking:  "Gee,  how 
can  you  go  wrong  with  the  richest 
man  in  die  U  S.?" 

Less  than  three  years  later,  the  eu- 
phoria has  faded.  The  Ponderosa  and 
Bonanza  restaurants — 764  fran- 
chised,  384  owned  by  the  parent — are 
generating  only  SI  billion  a  year  in 
revenues.  The  company-owned  res- 
taurants are  losing  money.  According 
to  financial  statements  obtained  by 
Forbes,  the  parent  company — now 
called  Metromedia  Steakhouses, 
Inc. — lost  around  SI 50  million  pre- 


Billionaire 
John  Kluge 
TlMr«st«imit 
business  was 
no  bonanza. 
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Ponderosa 
Steakhouse  in 
Springfield,  Mass. 
Kluge's 
restaurants 
make  up  60%  of 
Metromedia's 
total  revenues, 
but  have  yet 
to  show  a  profit. 


tax  between  1988  and  February 
1991 .  In  its  fiscal  1992  year  (ended  in 
February)  it  probably  lost  another 
$60  million. 

,  Kluge  bought  his  first  budget  steak 
Jiouses — restaurants  where  a  custom- 
er can  get  a  steak  for  $5 — in  1988 
when  he  purchased  Ponderosa  ft-om 
speculator  Asher  Edelman.  It  was  a 
small  deal  for  the  multibillionaire:  He 
paid  $8.7  million  cash  and  assumed 
debt  totaling  $294  million.  Some  18 
months  later  Kluge  bought  the  Bo- 
nanza chain  fi-om  Dallas'  Wyly  broth- 
ers for  $83  million.  Then  came  90% 
of  s&A  Restaurant  Corp.,  bought 
from  an  investor  group  for  over  $450 
million  in  cash  and  assumed  debt. 
This  brought  into  Kluge's  fold  the 
moderately  priced  Steak  &  Ale  chain 
(with  158  company-owned  outlets) 
and  the  Bennigan's  chain  (with  221 
outlets). 

Kluge  was  now  king  of  the  beef- 
steak business.  Ponderosa's  781  out- 
lets are  mainly  in  the  East  and  Mid- 
west; Bonanza's  367  outlets  arc  con- 
centrated in  western  and  southern 
states.  Steak  &  Ale  and  Bennigan's, 
based  in  Dallas,  cater  to  a  different 
market  segment. 

He  now  proposed  converting  all  of 
the  Bonanza  franchises  into  Pondero- 
sas.  The  consolidation  was  just  fine 


with  the  Ponderosa  franchisees.  They 
had  just  been  through  a  bumpy  ride 
with  Asher  Edelman.  Says  Steven 
Lewis,  president  of  the  Ponderosa 
Franchise  Association,  "Kluge  had 
deeper  pockets  than  Edelman." 

But  things  soon  began  to  sour  be- 
tween Kluge  and  some  Bonanza  fran- 
chisees. They  were  miffed  when  the 
man  in  charge  of  Kluge's  Metromedia 
Steakhouscs,  J.  Michael  Jenkins,  fired 
Bonanza's  popular  president,  C.  Jef- 
frey Rogers.  Nor  were  they  pleased  to 
lose  the  Bonanza  identity',  especially 
when  Kluge  refiised  to  pick  up  the 
costs  of  converting  a  Bonanza  outlet 
to  a  Ponderosa— $  1 5 ,000  to  $40,000 
per  outlet — a  significant  sum  for 
many  Bonanza  franchisees. 

Kluge  has  since  tried  to  win  the 
hearts  of  some  of  Bonanza's  biggest 
franchisees  by  agreeing  to  pay  their 
conversion  costs.  Nashville's  William 
Johnson,  for  example,  has  such  a  deal. 
He  has  agreed  to  convert  44  of  his  52 
Bonanza  outlets  to  Ponderosas.  Only 
20%  of  Bonanza's  franchised  outlets 
have  converted  so  tar.  The  holdouts 
are  holding  up  Kluge's  plans. 

In  the  meantime,  Kluge  has  been 
experimenting  with  the  operations. 
He  has  ordered  the  Ponderosas  to  add 
higher-priced  items  like  better  cuts  of 
steak  and  lobster  and  to  abandon  their 


cafeteria  style.  The  average  bill  has 
gone  up  7%  to  10%  as  a  result. 

The  picture  at  the  higher-priced 
chains.  Steak  &  Ale  and  Bennigan's,  is 
only  slightly  better.  Losers  when 
Kluge  took  them  over  in  1989  on 
revenues  of  $690  million,  their  reve- 
nues have  grown  only  12%.  These  two 
parts  of  the  Metromedia  empire  face 
stiffer  than  ever  competition,  from 
Outback  and  Lone  Star. 

In  Februar\'  Kluge  shook  up  the 
whole  organization  again.  He  refiised 
to  renew  the  contract  of  Metromedia 
Steakliouses  President  Michael  Jen- 
kins, and  replaced  him  with  Michael 
Kaufman.  Kaufman,  38,  had  been 
managing  director  of  Kluge  &  Co., 
v\  hich  identifies  potential  acquisitions 
for  Metromedia. 

Worth  at  least  $5  billion,  Kluge  is  in 
no  danger  of  being  badly  hurt  by  his 
foray  into  the  restaurant  business.  He 
may  even  make  a  go  of  it.  On  the  way 
he's  learning  a  valuable  lesson,  name- 
ly that  making  money  in  one  business 
is  no  guarantee  of  a  golden  touch  in 
another.  Roger  Lipton  is  a  respected 
restaurant  industry-  analyst  with  La- 
denburg,  Thalmann.  "A  cellular  net- 
work, w  hen  it's  in  place,  is  an  annui- 
ty'," says  Lipton.  "There's  no  annuity 
in  the  restaurant  business." 

There  sure  isn't.  WM 
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Forest  City  Enterprises  is  one  realty  outfit  that 
may  weather  the  storm  in  fine  shape. 

Sumvof 


By  Howard  Rudnitsky 

Forest  City  Enterprises,  a  Cleve- 
land-based real  estate  developer,  owes 
$2  billion — 87%  of  the  stated  value  of 
its  shopping  centers,  office  buildings, 
hotels  and  apartments.  Forest  City's  9 
million  publicly  traded  shares  have 
dropped  from  a  high  in  the  mid- 50s 
to  a  recent  19  in  three  years. 

Another  Donald  Trump.''  Another 
Olympia  &  York?  No  way. 

Forest  City  is  better  than  it  looks. 


inevitably  creeps  into  such  estimates, 
there's  a  lot  of  value  in  Forest  City  the 
stock  market  is  not  reflecting. 

Note  that  the  appraisers  are  not 
saying  the  company  could  liquidate  in 
the  current  real  estate  market  and  end 
up  with  anything  like  $80  a  share.  In 
this  case,  current  value  means  what 
the  properties  are  worth  if  one  applies 
reasonable  capitalization  rates  to  the 
operating  cash  flows. 


Forest  City's  MetroTech  Center  in  Brooklyn,  N.Y. 

"We're  not  like  Olympia  &  York  and  other  leveraged  developers,"  says  Max  Ratner. 


Real  estate  appraisers  Landauer  Asso- 
ciates evaluated  the  properties  this 
year,  according  to  the  company's  re- 
cently published  annual  report.  The 
appraisers  concluded  that  the  compa- 
ny's completed  projects  have  a  cur- 
rent whxc  of  $1.8  billion.  That's  on 
top  of  $920  million  the  company  says 
it  has  in  uncompleted  or  newly  com- 
pleted projects.  If  those  numbers  are 
in  the  ballpark,  Forest  C'ity's  shares 
represent  $80  each  in  long  term  val- 
ue. Even  adjusting  for  the  air  that 


Three  Cleveland  families — Ratner, 
Miller  and  Shafran — control  the  com- 
pany, owning  58%  of  the  shares.  Max 
Ratner,  84,  is  chairman  and  his  neph- 
ew Albert  Ratner,  64,  is  chief  execu- 
tive. They  point  out  that  before  de- 
preciation and  deferred  taxes  Forest 
Cit>'  produced  $51  million  in  operat- 
ing cash  flow  last  year,  up  10%  over 
the  previous  year. 

How?  Simple.  Rates  on  Forest 
City's  $1 -billion-plus  in  variable-rate 
debt  fell  from  about  7%  to  around  6%. 


This  saved  the  company  around  $10 
million. 

What  would  happen  to  earnings  in 
1993  or  1994  if  short-term  rates  were 
to  cUmb  again?  It  would  be  painful 
but  not  lethal.  "We  price  our  break- 
even cost  at  1 1%,"  says  Albert  Ratner. 
Even  that  would  not  take  the  compa- 
ny into  bankruptcy.  To  make  double 
safe,  the  company  eliminated  com- 
mon dividends  last  year,  a  move  that 
undoubtedly  made  their  lending 
banks  happy. 

Looking  ahead.  Forest  Cit>'  has 
some  pluses  and  minuses. 

On  the  plus  side,  the  company  has  a 
number  of  major  properties  that  are  in 
the  costiy  startup  state.  The  firm  has 
already  incurred  $380  million  in  the 
Brooklyn  MetroTech  project,  $275 
million  in  Cleveland's  Tower  City 
Center  project  and  $75  million  in 
Cambridge,  Mass.'  University'  Park  at 
MIT  office  buildings.  In  1994  all  these 
should  begin  to  generate  significant 
positive  cash  flow.  Albert  Ratner 
claims  that  MetroTech  and  mit  now 
exceed  a  90%  occupancy  rate,  and  that 
the  downtown  Cleveland  Tower  Cit\' 
complex  of  retail,  hotel  and  office 
space  is  85%  leased. 

On  the  negative  side,  leasing  on 
Forest  City's  dowTitowTi  Cleveland 
Skylight  office  building  and  a  Ritz- 
Carlton  office  tower  is  slow.  If  OIntti- 
pia  &  York's  bankruptcy'  filing  means 
the  Reichmann  family  has  to  sell  some 
of  their  prize  U.S.  properties,  that 
could  lead  to  rent- cutting  that  would 
hurt  nearby  Forest  Cit>'  properties. 

But  some  smart  money  is  betting 
that  this  commercial  realt>'  company 
is  a  sunivor.  Big  current  holders  of 
Forest  City's  common  stock,  besides 
the  founding  families,  include  Chica- 
go's Ir\'ing  Harris  family,  Steven  Roth 
of  Interstate  Properties  (which  con- 
trols Vornado,  a  shopping  center  de- 
veloper) and  Michael  Price's  Mutual 
Series  Fund. 

Max  Ratner,  who  cofounded  the 
company  in  the  1920s,  takes  obuous 
pride  in  comparing  his  own  outfit's 
solvency  with  the  troubles  of  better- 
known  developers.  "We  are  not  like 
Olympia  &  York  and  other  leveraged 
developers,"  he  saN-s.  "Wc  have  al- 
most no  cross  collaterali/ed  mort- 
gages or  corporate  guarantees.  Wc 
have  no  second  mortgages  or  re- 
course on  our  mortgages."  ^ 
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Symbol  and  bar  codling:  Changing  the  wuf  business  worics< 


7  2345 


u  7  S  9  ^ 


"Our  customers  use  bar  code  data  capture  as  a  strategic  technology,  recognizing  that  it  has 
enabled  fundamental  change  in  their  conduct  of  business,  and  in  their  competitive  posture." 

JEROME  SWARTZ.  PhD. 
CHAIRMAN  AND  CEO.  SYMBOL  TECHNOLOGIES 

Bar  code  technology  is  having  a  dramatic  impact  on  the  way  in  which  business  is  done.  It's  improving  nr(xiuc- 
tivity,  enabling  new  competitive  strategies,  and  driving  bottom  line  results  in  retailing,  manufacturing,  distribution, 
parcel  delivery  and  dozens  of  other  industries  arouncf  the  world.  Symbol  Technologies  has  led  the  way  in  bar  code 
data  capture  ror  over  ten  years,  with  breakthrough  innovations  such  as  the  first  hand  held  laser  scanner,  tlie  first 
integrated  scanning  computer  with  RF  data  communications,  and  the  revolutionary  two- 
dimensional  bar  code,  PDF  417,  capable  of  storing  hundredis  of  characters  of  informa- 
tion in  an  area  the  size  of  a  postage  stamp.  To  find  out  how  Symbol  can  help  put  these       _ 
and  other  strategic  technologies  to  work  for  your  business,  call  us  at  1-800-SCAN-234.  Vx'lxiraKk  data  capture  amfxim 

©  1992  Symbol  Technologies 


By  itself  Chrysler's  new  LH  model  line  isn't  going 
to  save  the  company,  but  it  sends  a  proud  signal 
both  to  Wall  Street  and  to  car  buyers  that  there's 
lots  of  life  in  old  Chrysler  yet. 

The  LH  factor 


By  Jerry  Flint 

"The  second  coming  of  Chrys- 
ler. .  .  .  ^''-Automobile  Magazine. 

"Salvation  Seclans"-Mo^^or  Trend. 

"Second  to  None"-v4«^oW(?^^. 

Thus  is  the  automotive  press  react- 
ing to  Chrysler  Corp.'s  new  LH  cars, 
exceptionally  roomy  sedans  aimed  at 
die  $17,000-to-$23,000  middle  of 
the  market,  where  Ford's  Taurus  and 
Honda's  Accord  rule  today. 

Is  history  repeating.^  Is  the  LH  car 
about  to  rescue  Chrysler  as  the  K  cars 
and  government- guaranteed  loans 
did  a  decade  ago? 

Sorry.  No.  Look  for  nothing  that 
dramatic.  Says  Joseph  Phillippi, 
Shearson  Lehman  Brothers  auto  ana- 
lyst: "Chrysler  isn't  a  1992  story;  it's  a 
1994  story."  But  Phillippi  is  high  on 
the  stock  nonetheless. 

It  will  be  1994  before  Chrysler's 
plant  can  turn  out  enough  of  the  new 
models  to  make  a  major  difference. 

It's  like  the  cavalry  coming  to  save 
the  wagon  train.  "I've  been  listening 
for  the  bugle  for  a  couple  of  years 
now,"  says  a  ranking  Chrysler  execu- 
tive. "I  think  I  can  hear  it,  but  it's  just 
over  the  hill." 


The  LH  cars,  which  will  come  with 
Dodge,  Chrysler  and  Eagle  name- 
plates,  are  made  in  a  single  Ontario 
plant.  Only  50,000  cars  will  be  built 
this  year — if  everything  goes  right — 
and  something  more  than  200,000 
will  be  built  next  year.  By  1994-95, 
with  a  third  shift  or  a  second  plant, 
Chrysler  will  be  able  to  produce  as 
many  of  the  cars  as  the  market  wants. 
But  will  the  models  be  hot  in  1994,  as 
they  surely  will  be  in  1992?  Two  years 
is  a  long  time  in  the  life  of  a  hot-selling 
car  these  days. 

Nor  will  every  LH  sale  be  a  net  gain: 
Several  of  the  older  Dodge  and 
Chrysler  models  are  scheduled  to  be 
discontinued  next  year,  including  the 
Dynasty  and  Fifth  Avenue.  So  some 
LH  sales  will  replace  these. 

If  the  LH  were  the  only  strong  card 
in  Chrysler's  deck,  the  company 
would  be  in  dire  straits.  Happily,  the 
new  model  is  only  one  of  five  promis- 
ing vehicles.  Already  in  showrooms  is 
the  new  Jeep  Grand  Cherokee,  a  criti- 
cal success,  though  not  in  ftiU  produc- 
tion. These  new  Grand  Cherokees, 
built  in  a  new  plant  in  Detroit  and 


having  features  like  airbags  and  anti- 
lock  brakes,  sell  at  around  522,000, 
versus  $18,000  for  the  old  Cherokee, 
which  is  still  in  production.  Chrysler 
hopes  to  move  170,000  of  the  Grand 
Cherokees  in  a  fiill  year. 

Next  year,  in  the  fall,  comes  a  new 
pickup  truck.  Chrysler  needs  a  success 
here.  Today's  bestselling  vehicles  are 
pickups,  a  profitable  segment  in 
which  Chrysler  has  been  weak,  with 
only  8%  of  the  business. 

Fourth  in  the  model  line  is  a  new 
beetie-shaped  small  car,  due  in  1994. 

The  fiftli  vehicle,  today's  one  guar- 
anteed success,  is  Chr)'sler's  450,000- 
sales-a-year  minivan,  still  the  best- 
seller without  serious  challenge. 

In  short,  Chrysler  is  launching  four 
major  projects  in  just  three  years. 
Getting  those  out  will  cost  512  billion 
from  1992  through  1995,  including  a 
couple  more  cars  for  1995-96,  a  bet- 
the-company  budget  for  Chr\'sler. 

And  not  all  of  the  money  is  yet  in 
hand.  The  company  has  squirreled 
away  $3  billion  by  selling  off"  assets 
(including  most  of  its  stake  in  Mitsu- 
bishi Motors),  and  issuing  70  million 
shares  of  new  stock  over  the  past  eight 
months.  Getting  the  remainder 
means  stemming  Chrysler's  losses — 
$538  million  on  operations  last  year 
and  $256  million  more  in  this  year's 
first  quarter — and  possibly  some 
more  money- raising.  Analysts  think 
the  second  quarter  could  be  close  to 
break-even,  at  best. 

Which  is  why  the  LH  makes  a  crucial 
difference  even  before  it  goes  on  sale. 
The  favorable  revie\\s  in  the  media  tell 
the  world  that  this  struggling  compa- 
ny can  still  produce  winners. 

"Image  is  all  important  in  this  busi- 
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C  yj^^^^^  ^^^  never  been 
^^^     so  close  to  home. 


C  yC^^om  the  moment  you  step  into  a  Hotel  Sojitel, 
you  notice  something  different.  There's  some- 
thing more  in\iting.  More  charming.  More 
French.  It  could  he  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour. "  You  have  found  a  new  way  to  do 
business  (raveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours.  Just  ask  your 
travel  agent  or  call 
l-800-SOFITEL. 


m^^ 


"^/m 


Hotel  Sofitel 

NORTH      AMERICA 


CHICAGO     •     HOUSTON     •     LOS  ANGELES     •     MIAMI     •     MINNEAPOLIS     •     SAN  FRANCISCO  BAY     •     WASHINGTON  DC  (PULLMAN) 


Just  because  you  need  to  drive  a  wagon 
doesn't  mean  you  cant  still  have  an  Accord. 

It's  a  car  designed  for  the  demanding 
driver.  In  fact,  unless  you  take  a  look  in  the 
rearview  mirror,  you  won't  know  you're  in  a 
wagon.  The  strong  140-horsepower,  2.2  liter, 
16-valve  fuel-injected  engine  can  handle 
almost  any  situation,  from  climbing  a  steep 
hill  to  passing  a  slowpoke  on  the  highway. 


No  matter  what  obstacles  you  encounter  ^ 
the  double  wishbone  suspension  system,  the  ip 
anti-lock  brakes  (ABS),  the  all-season  tires,  .  Kff 
and  front  and  rear  stabilizer  bars  combine  tcf^^ 
help  smooth  the  bumps  along  the  way 

Just  ease  into  the  large,  comfortable  seatjijf 
and  discover  the  magic  of  thinking  big.  Rela> 
There's  plenty  of  headroom  and  legroom. 

\bu'll  find  all  the  amenities  vou  would   tint 


The  reasons  to  drive  aii 


\ 


C  1"»|  /ViiKiKiiii  1  Vh«Ij  Nk«iH  ( Vv.  Iw 


expect  in  an  Accord.  Like  air  conditioning, 
I  power  moonroof,  a  High-Power  AM/FM 
stereo  cassette,  cruise  control,  an  adjustable 
steering  column,  power  door  locks,  mirrors 
md  windows.  And  of  course,  the  driver's 
side  airbag  Supplemental  Restraint  System 
,  SRS)  is  also  standard  equipment. 

Now  suppose  you  have  baggage  you 
vvant  to  load.  Or  unload.  It's  simple  with  a 


remote  entry  system,  an  extra-wide  tailgate 
and  split  6()/40  fold-down  rear  seatback.  So 
your  favorite  antique  coat  rack  and  matching 
umbrella  stand,  for  instance,  will  fit  right  in. 

Who  knows,  after  driving  this  Accord, 
maybe  everyone  will  want  a  wagon. 


[y}H  o  N 


The  Accord  EX  W^n 


Accord  keep  gtDwing. 


Chrysler 


ness,"  says  Ray  Windecker,  a  former 
market  analyst  of  Ford  Motor  Co. 
"Chrysler  desperately  needs  a  car  suc- 
cess to  change  the  loser  image.  So 
don't  talk  numbers,  talk  psychology. 
They  won't  make  money  from  them 
[the  LH  cars]  for  a  year  and  a  half,  but 
they  can  gain  an  enormous  emotional 
success  if  they  don't  screw  up." 

So  far,  Chrysler  hasn't  screwed  up. 
"We  took  two  hours  [per  car]  out  of 
the  assembly  time,"  says  Glenn  Gard- 
ner, the  man  in  charge  of  the  LH's 
engineering.  That's  $70  per  car.  Two 


hundred  separate  electrical  circuits 
were  eliminated.  Ten  dollars  a  car  gets 
saved  by  cutting  down  the  number  of 
suppliers.  Thinner,  stronger  steel  is 
used  in  the  hoods. 

Besides  making  it  a  bit  easier  for 
Chrysler  to  raise  money,  the  company 
is  counting  on  the  lh's  glamour  to 
rub  off  on  its  other  cars. 

"Sure,  we  sold  115,000  Dodge 
Dynasties  last  year,  but  86,000  were 
to  fleets,"  says  Edward  Brust,  in 
charge  of  lh  operations.  "We  want  to 
sell  cars  at  retail."  The  difference  be- 


tween retail  and  fleet — or  retail  with- 
out heavy  incentives — can  mean 
$1,000  per  car.  On  200,000  cars, 
that's  $200  million. 

Those  new  lhs  won't  create 
enough  glamour  to  produce  200,000 
extra  sales  for  Chrysler's  older  lines, 
but  a  hot  car  goes  a  long  way  toward 
brightening  a  tarnished  image. 

"For  the  first  time,"  says  Ken  Zino, 
the  influential  Detroit  editor  of  Road 
&  Track,  "Chrysler  has  a  car  they 
don't  have  to  apologize  for,  that  they 
don't  have  to  sell  on  price."  ^ 


Advanced 
ergonomics 

IT'S  NOT  just  the  outside 
of  a  car  that  counts  in  styl- 
ing. It's  the  inside,  too: 
the  dash,  the  controls,  the 
seats.  They've  even  got  a 
name  for  it:  ergonomics, 
how  things  fit  and  feel  to 
real  people. 

Chrysler's  resident  er- 
gonomist  is  Trevor  Creed. 
A  46-year-old  English- 
man, Creed  has  the  reputa- 
tion of  being  the  best  in 
the  business.  His  handi- 
work shows  in  Chrysler's 
new  LH  models.  Big  round 
gauges  with  easy-to-read 
numbers,  comfortable  seat- 
ing positions,  no  cheap- 
feeling  plastic. 

"Since  the  interior  is 
the  place  where  you  spend 
all  your  [driving]  time,  I 
want  the  number  one  thing 
to  be  function,"  says 
Creed.  "The  car  has  to  be 
easy  to  operate.  Controls 
and  switches  must  be  con- 
venient and  logical. 

"What  is  also  impor- 
tant is  the  maximum  use  of 
space.  I  want  to  give  a 
command -of  the -road 
feeling  so  people  can  see 
out  the  front  and  the  sides 
like  they  were  dri\ang  a 
sport  utility  vehicle." 

Oeed  worked  for  Ford 
of  Europe  for  19  years  and 
designed  interiors  for 


Trevor  Creed,  Chrysler's  chief  of  interior  design,  in  a  prototype  vehicle 

"I  want  the  number  one  thing  to  be  function.  The  car  has  to  be  easy  to  operate." 


Ford's  Sierra  and  Scorpio. 
He  spent  3  years  with 
Ford  in  the  U.S.  and  is 
credited  with  the  interior 
of  the  much-praised  Tau- 
rus. He  admits  the  Japa- 
nese and  the  Germans  have 
had  the  edge  on  Detroit 
when  it  comes  to  interiors. 
He's  openly  critical  of 
some  of  his  competition, 
especial!    those  that  keep 
pushing '  heads-up  dis 
play" — w  here,  say,  a  digi 
tal  readout  of  the  car's 


speed  appears  on  the 
windshield.  "Heads-up 
display  is  ideal  in  a  jet 
fighter  that  is  filled  with 
dozens  of gauges  and 
switches,"  scoffs  Creed. 
"But  on  a  car  it  is  super- 
fluous. It  is  high  tech  for 
the  sake  of  high  tech." 

As  a  crucial  part  of  the 
design  team,  Oeed  says  he 
is  impressed  by  Chr\'sler's 
new  platform  system  for  de- 
signing cars— a  task  force 
that  puts  designers  and  en- 


gineers as  \\ell  as  manu- 
facturing, marketing  and  fi- 
nance people  on  a  single 
car  project.  "We  don't  have 
adversarial  relationships 
between  designers  and  ac- 
countants," Creed  says. 
"The  bean  counter  is  on 
the  platform  team,  so  it  is 
his  car  as  much  as  my  car. 
The  same  goes  for  the  en- 
gineer. We  don't  say,  'I  am 
a  finance  guy;  I  am  only 
resptMisible  tor  the  costs.'  " 
-Stevf.  Kr  hen  ■■ 
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^ome  companies  search  the  four 

corners  of  the  world  for  the  most  advanced 

telecommunications  technology. 


Curious,  isn't  it,  when  half  the  Fortune  500f 

more  than  tv/o  hundred  universities 

and  most  major  telephone  companies  have 

already  found  it. 


tvt 


noffttcrn 
mccom 


Technology  the  world  colls  on. 


e  1992  No(#ie(n  Telecom 


It's  a  challenge  to  the  competition  and  a  work  ethic  here 
at  Chemical  Banking  Corporation. 

It  pledges:  be  effective  enough  to  make  yourself  indispens- 
able to  your  customer;  anticipate  trends  diat  benefir.your  customer; 
create  products  and  services  that  are  fresh  and  new. 


^Chemical 


It  says  don't  take  relationships  for  granted,  an  important     ■ 
credo  because  we're  first  on  so  many  fronts:  first  in  primary  rela- 
tionships with  U.S.  corporations,  first  in  loan  s)Tidication  world- 
wide and  first  in  sening  middle  market  aimpanies,  for  example. 

.\t  Chemical  die  raw  materials  of  innovation  are  capital 


A 


strength  combined  with  intellectual  currency. 

A  recent  equity  offering— the  largest  ever  for  a  U.S.  com- 
mercial bank— added  more  than  $1.5  bilHon  to  our  already  strong 
:ipital  base.  And  we  intend  to  continue  building  it. 

Intellectual  currency  is  the  intelligence,  ingenuity,  drive  and 


knowledge  our  people  use  to  meet  chents'  financial  needs. 

We  use  intellectual  currency  and  capiLil  strength  to  inno- 
vate across  all  markets  and  all  functions.  If  you  are  a  customer  of 
ours,  or  if  you  become  one,  hold  us  to  our  pledge.  We'll  help  you 
innovate  so  you  can  leave  your  competition  in  your  wake. 


Intellectual  Currency.  Capital  Strength/ 


1992  C^emeai  Bai^-^g  Coqxxarioo 


■IIP 


EDITED  DY  FLEMING  MEEKS 


When  two  investors  backed  out  of  a 

radio  station  deal,  investment  banker  Lowry  Mays 

decided  to  buy  the  station  himself. 

Thus  was  born  a  smart  little  media  company. 

The  accidental 
broadcaster 


By  Claire  Poole 

"I  HAD  NO  intention  of  getting  into 
the  broadcast  business,"  recalls  L. 
Lowry  Mays,  a  slow-talking  Texan 
with  a  degree  in  petroleum  engineer- 
ing from  Texas  A&M  University  and  an 
M.B.A.  from  Harvard.  He  is  talking  of 
the  time  20  years  ago  when  he  bought 
his  first  radio  station.  As  things  turned 
out,  it  was  not  his  last.  Today  Mays' 
$74  million  (1991  revenues)  broad- 
cast company,  Clear  Channel  Com- 
munications, owns  18  radio  stations 
around  the  country,  as  well  as  a  half- 
dozen    independent    television    sta- 


tions, 5  of  which  are  Fox  affiliates. 

Mays  stumbled  into  the  business  in 
1972.  He  was  36  and  running  a  small 
investment  banking  concern  in  San 
Antonio.  A  couple  of  local  business- 
men asked  him  to  help  them  raise 
$175,000  to  buy  a  struggling  fm  ra- 
dio station  in  town.  In  the  end,  the 
two  would-be  clients  backed  out  of 
the  deal.  But  by  then  Mays  had  re- 
searched the  radio  business  and  was 
convinced  that  the  station,  kkhz-FM 
(now  kaja-fm),  could  be  turned 
around.  Teaming  up  with  a  local  car 


dealer,  B.J.  (Red)  McCombs,  he  bor- 
rowed the  $175,000  from  a  bank  and 
bought  the  station. 

Mays  says  he  bought  the  station 
stricdy  as  an  investment,  but  the  pas- 
sive investor  soon  became  an  active 
manager.  He  and  McCombs  pumped 
some  more  money  into  the  station  to 
change  the  format  to  countrv'  music, 
expand  the  sales  force  and  boost  the 
promotion  budget. 

Mays  had  the  station  in  the  black 
wdthin  a  year  and  began  using  kaja's 
excess  cash  flow  to  acquire  other  sta- 
tions. By  1974  Mays  and  McCombs 
owned  three  more  radio  stations — 
two  in  Tulsa  and  another  in  San  Anto- 
nio. While  McCombs  remained  in  the 
background.  Mays  decided  to  quit 
investment  banking  and  devote  him- 
self Rill  time  to  running  his  media 
properties. 

Whereas  many  budding  media  en- 
trepreneurs tr\'  to  le\'erage  up  and  buy 
the  biggest  properties  available — and 
often  overreach — Mays  has  quiedy  fo- 
cused on  distressed  stations  in  mid- 
size markets  like  LouisNille,  Tulsa 
and  New  Orleans.  He  has  bought  a 
number  of  ailing  stations  from  people 
who  don't  know  much  about  the  busi- 
ness, among  them  a  Roman  Catholic 
diocese  and  a  Michigan  utility  compa- 


Clear  Channel 
Communications' 
Lowry  Mays 
How  to  succeed 
in  radio:  Double 
the  sales  force 
and  promote  like 
crazy. 
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ny. 

After  taking  over  a  station,  Mays 
seldom  fiddles  with  the  programming 
format.  He  does,  ho\ve\er,  step  up 
promotion,  with  heavy  use  of  bill- 
ix)ards,  newspapers  and  on-air  con- 
tests and  giveaways.  At  the  same  time, 
he  doubles  the  sales  force  and  sends 
the  sales  people  after  local  car  dealers, 
carpet  stores,  weight-loss  centers  and 
other  potential  advertisers  that  aren't 
bming  time  on  radio  or  T\'. 

The  results  are  often  dramatic.  Ex- 
ample: Clear  Channel's  rwo  radio  sta- 
tions in  Lx)uisville,  both  acquired 
from  the  Bingham  family,  former 
owners  of  the  Louisville  Courier-Jour- 
nal, for  $20  million  in  1986.  When 
Mays  bought  the  stations,  they  had  a 
31%  share  of  the  audience  and  a  42% 
share  of  the  city's  radio  ad  revenue. 
Last  year  the  Louisville  stations  cap- 
tured 37%  of  the  audience  in  the 
market  and  52%  of  the  radio  revenue. 
Since  Clear  Channel  bought  the  sta- 
tions, their  cash  flow  has  more  than 
tripled. 

Four  years  ago  Mays  tried  his  hand 
at  television,  bming  an  independent 
station  in  Mobile,  Ala.  Since  then  he's 
bought  stations  in  Tucson,  Jackson- 
ville, Tulsa,  Wichita  and  Memphis  as 
well  as  49%  of  an  independent  in 
Littie  Rock.  All  but  Tucson  are  Fox  TV' 
afliliates. 

Mays'  T\^  promotions  are  simple 
but  effective.  One  example:  His  Fox 
TV  affiliates  were  the  first  to  run  a  two- 
hour  block  of  afternoon  cartoon 
shows  under  the  name  Fox  Kid's 
Club.  The  "club"  sends  out  free 
membership  cards  to  \iewers  along 
with  cents-off  coupons  from  advertis- 
ers for  food  and  gift  items.  Kid's  Club 
has  been  so  effective  at  drawing  view- 
ers— as  well  as  advertisers — that  many 
Fox  affiliates  have  copied  it. 

Says  Preston  Padden,  senior  vice 
president  of  Fox  Broadcasting  Co.'s 
affiliate  group:  "Lowr^-  Mays  is  a 
prime  example  of  the  new  blood  in 
television  broadcasting.  He  under- 
stands that  stations  must  be  run  like 
businesses  to  be  successfiil." 

Expanding  the  company  has  re- 
quired frequent  trips  to  the  banks  and 
the  stock  market,  but  Mays  has  never 
returned  empt\ -handed.  Clear  Chan- 
nel first  sold  shares  to  the  public  in 
1984,  when  it  raised  $7.5  million  at  a 
split-adjusted  $5.05  a  share.  Last  July 
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I  he  worlds  jmesl  holels 


are  now  even  nnore  attraciive. 

Before  you  depart  on  your  next  trip,  find  out  why  The  Leading  Hotels  are  the 
only  hotels  worth  checking  into.  Check  out  our  1992  Directory  and  make  sure  you 
ask  all  about  our  added  value  programs,  including  the  Great  Affordables  and 
Corporate  Rate  brochures.  Contact  your  travel  agent  or  call  today  for  your 
complimentary   copies.  Tel:  (800)  223-6800  or  (212)  838-3110.   Fax:  (212)  758-7367. 

Th^^din^otels  ofth^World' 


Adoption  of 

our  managed  health 

care  programs  could  save  US. 

business  $30  billion  annually 


We  get  paid  for  results! 


CIGNA 
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We're  AMBAC. 

And  we  back  the  bonds  that  build  the  schools,  the  libraries  and  even  the  city 
fl  I     I  D    ^^^^ '"  towns  and  cities  throughout  America.  The  fact  is,  more  than 
^^X  \^  Ix    0^16  third  of  all  the  insured  general  obligation  municipal  bonds  issued 

during  the  past  ten  years  have  been  insured  by 
AMBAC.  But,  then,  you'd  expect  that  kind  of 
"1"^^      A    L    Af^  D  I  ^^  A      leadership  from  the  people  who  founded  the  municipal  bond 


COMMITMENT 


STARTS  HERE. 


insurance  industry. 

At  AMBAC,  we're  beginning  our  tfiird 
decade  of  commitment  to  America.  Which 
means  helping  secure  our  country's  future  by  assisting  in  the  rebuilding  of  the  physical 
systems  that  support  basic  public  services. 

We're  also  sfrongly  committed  to  the  municipal  bond  industry  To  the  investor 
as  well  as  the  issuer. 

Because  while  AMBAC's  commitment  starts  with  America's  toums  and  cities, 
it  doesn't  end  there. 


AMBAC  Indemnity  Coqx)ration 

One  State  Street  Plaza.  New  York,  NY  10004 

(212)668-0340 
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a  secondary  offering  at  S14.25  a  share 
raised  S25  million,  most  of  which  was 
used  to  pay  down  debt  on  Clear 
Channel's  radio  stations.  Mays  still 
owns  27%  of  Clear  Channel's  stock; 
recendy  trading  at  17  a  share,  his 
stock  is  worth  about  S34  million. 
(Partner  Red  McCombs,  who  owns 
the  San  Antonio  Spurs  basketball 
team,  several  car  dealerships  and 
thousands  of  acres  of  Texas  ranch- 
land,  still  owns  22%  of  Clear  Channel, 
worth  about  S27  million.) 

Last  year  many  broadcasters  lost 
money  or  were  in  danger  of  defaulting 
on  their  debt,  but  Clear  Channel 
earned  Sl.l  miUion,  or  14  cents  a 
share,  on  S74  million  in  revenues. 
Even  after  servicing  its  S48  million  in 
debt.  Clear  Channel's  net  cash  flow 
hit  a  record  S9.3  million  last  year,  or 
$1 .12  a  share,  up  36%  from  the  previ- 
ous year.  Alan  Gottesman,  media  ana- 
lyst at  PaineWebber,  e.xpccts  Clear 
Channel  to  generate  SI  .25  in  net  cash 
flov\'  this  year. 

Mays  wants  to  use  the  cash  the 
company  is  throwing  off  to  buy  more 
radio  and  TV"  stations — and  perhaps  a 
cable  svstem — in  markets  where  he 
already  operates.  "That  way,"  says 
Mays,  'Sve  can  offer  a  broader  mar- 
keting plan  to  our  customers." 

Mays  stumbled  into  the  broadcast- 
ing business,  but  he  will  not  stumble 
out.  Mark,  his  29-year-old  son,  has 
been  working  for  Clear  Channel  for 
three  years  and  is  now  its  treasurer. 
Mays,  who's  now  56  and  likes  to 
spend  time  on  his  ranch  near  Bul- 
verde,  is  carefully  grooming  his  son  to 
take  his  place.  IB 
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Sharing  Is  Caring 


"We've  been 

with  CIGNA  over 

50  years.  Obviously  our 

dty  fathers  had  foresi^tr 


Ron  Graves,  Cmr  Treasurer,  Rutiand,  VT 


We  get  paid  for  results! 


CIGNA 


Pensions  •  CIGNA  Companies  •  Dept.  R5,  Hartford,  CT  06152 


1 


P&  COMERS 


In  fat-free  foods,  little  Worthington  was  a  pioneer. 
But  can  it  defend  its  niche  against  the  big  boys? 

Thin  in  the  wrong  places 


By  Richard  Phalon 

If  YOU'RE  TALKING  a  low-cal,  low- 
animal-fat,  zero-cholesterol  diet — 
and  who  isn't  these  days — Dale 
Twomley  is  your  man.  Twomley  is 
president  of  Worthington  Foods, 
Inc.,  of  Worthington,  Ohio,  a  half- 
century-old  pioneer  in  health  foods. 

It's    in    a    growth    business,    but 
growth  attracts  competition.  From 


1987  to  last  year,  Worthington's  sales 
doubled,  to  $70  million,  and  earnings 
rose  over  80%,  to  $2.6  million,  but 
profit  margins  have  been  squeezed. 
Worthington's  net  margin  is  3.6%, 
well  below  the  5.7%  and  7%  of  such 
other  specialty  food  companies  as  Mc- 
Cormick  &  Co.  and  the  J.M.  Smucker 
Co.  So  Twomley  is  trying  to  figure 


out  how  to  fatten  up  Worthington's 
margins. 

The  heart  of  Worthington's  busi- 
ness is  its  Morningstar  Farms  zero- 
cholesterol,  no-animal-fat  egg  substi- 
tutes, and  traditional-seeming  meat 
alternatives  like  bacon  substitutes 
based  on  wheat  protein  and  soy.  The 
Morningstar  line  also  includes  Grill- 


Worthington  Foods 
President 
Dale  Twomley 
Churning  out  a 
line  of  soy-  and 
wheat-protein- 
based  products 
that  go  over  well 
with  today's 
healthy  eaters. 
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ers,  derived  from  soy  and  wheat  pro- 
tein but  textured  and  flavored  to  look 
and  taste  like  hamburger. 

Distributed  through  supermarkets 
nationwide,  Morningstar  products 
account  for  more  than  half  of  Wor- 
thington's  sales;  the  balance  comes 
from  roughly  100  other  specialty 
foods  based  on  wheat  protein  and 
soy — canned,  dry  and  frozen  items 
designed  to  pass  for  frankfiirters,  fried 
chicken  and  other  foods  people  like  to 
eat  but  think  they  shouldn't.  Market- 
ed under  the  Worthington  and  La 
Loma  brand  names,  these  specialty 
items  are  distributed  mainly  through 
health  food  stores  and  about  50  Sev- 
enth-day Adventist  vegetarian  shops. 
The  La  Loma  subsidiary  has  been 
selling  soybean-derived  meat  alterna- 
tives to  members  of  the  Seventh-day 
Adventist  Church  since  1906. 

Worthington  Foods  is  one  apple 
that  didn't  fall  far  from  the  tree.  Its 
founders  were  Seventh-day  Advent- 
ists,  brought  up  in  the  nonsmoking, 
nondrinking,  vegetarian  tradition  of 
brothers  William  Keith  and  John  Har- 
vey Kellogg,  who  in  the  1890s  put 
Battle  Creek,  Mich,  on  the  map  as  the 
birthplace  of  breakfast  cereals — the 
health  food  of  the  time. 

The  Kelloggs  moved  on  to  bigger 
'things,  but  Worthington  now  gets 
about  25%  of  its  revenues  from  Ad- 
ventists.  It  acquired  the  Battle  Creek 
Food  Co.,  founded  by  John  Harvey 
Kellogg,  and  La  Loma,  recendy 
bought  from  the  General  Conference 
of  Seventh-day  Adventists. 

The  specialty  items  such  as  those 
aimed  at  Adventists  earn  good  mon- 
ey, but  not  so  the  higher-volume 
Morningstar  products.  Morningstar's 
problem  is  that  rival  producers  have 
narrowed  its  access  to  many  super- 
market shelves. 

In  part  this  is  because  the  competi- 
tors are  huge  companies  with  market- 
ing muscle,  but  this  is  not  the  whole 
story.  Worthington  has  failed  to  keep 
up  with  the  trends.  The  Morningstar 
line,  says  Twomley,  was  developed  in 
the  1970s,  when  the  big  dietary  vil- 
lains were  cholesterol  and  animal  fats. 
But  now  food  researchers  warn 
against  excessive  consumption  of  all 
fats,  not  just  animal  fats.  Sighs  Twom- 
ley: "Our  products  have  zero  choles- 
terol, zero  animal  fat,  and  are  low  in 
saturated  fat.  But  when  it  comes  to 
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Higher  return 
without  high  risk. 

Twentieth  Century's  U.S.  Governments  fund  invests  in  gov- 
ernment securities  with  short  maturities.  That  means  the  fund 
responds  quickly  to  market  opportunities.  And  although  its  price 

will  fluctuate,  it  offers  reasonable 


U.S.  GOVKKNMENl^ 


30-day  yield  (4/30/92) 4.86% 

/I  verage  Annual  Total  Return  as  of  3/3 1/92 

1year 8.96% 

5years 7.26% 

Since  inception  (12/15/82) 8.57% 


price  stability.  Historically,  the 
fund  offers  a  yield  higher  than 
returns  of  stable-value  money 
market  funds. 


''mfm' 


1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 

Yields  are  not  fixed  and  change  daily.  Data  quoted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  tfian  original  cost. 

For  more  complete  information  about  U.S.  Governments,  including  cfiarges  and  expenses,  call  for 
a  free  prospectus.  Please  read  the  prospectus  carefully  before  investing. 
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No -Load  Family  of  Funds 


C  1992  Twrnlirth  Century  Service*.  Inc 


95  of  the  top 

100U.S.mt(ltinational 

companies  choose  CIGNA 

for  their  insurance  coverages. 


We  get  paid  for  results! 
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The  Best  Deal 

In  New  York  Since 

Manhattan 

Sold  For  $24 

Let  Helmsley  Hotels  Customize  Your 
Corporate  Traveler  Program. 


For  the  first  time,  we're  offering  you 
a  program  especially  for  business 
travelers.  It's  designed  to  make  New 
York  business  trips  a  litde  easier,  more 
comfortable  and  less  expensive. 

Helmsley  Hotels  Corporate  Traveler 
Program  is  customized  to  your  specific 
needs.  Whether  you're  a  small  com- 
|)any  that  occasionally  books  travel 


to  New  York,  or  a  large  one  with 
executives  visiting  all  the  time,  we  can 
quickly  tailor  a  progiam  at  any  of  our 
six  strategically  located  hotels. 

For  further  infonnation  or  a 
specific  proposal,  contact  youi*  travel 
professional,  or  call  our  Corporate 
Desk  at  212-888-1624  or 

800-221-4982. 


Helmsley  Hotels 


"Right  Where  Yoi  Want  li)  Be  In  New  York' 


The  llcimsicy  Palace 
The  iiclinslrv  Park  iiaiie 
The  Nvv/  York  llrlmslrv 


Tin*  llciinslcN   \\  itiihor 

Tlu"  H»>lmslo)  MitlilltM«)>Mio 

Th«'  Ib'linsb'v  Carlton  House 
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Egg-substitute  production  line 

Made  mainly  with  egg  wliltes,  it  comes 

in  liotli  frozen  and  refrigerated  forms. 


total  fat,  we  don't  have  a  great  story." 

Twomley  hopes  to  give  the  story  a 
new  twist.  He's  changing  some  ingre- 
dients and  switching  to  hot-air  ovens 
instead  of  oil -bath  cooking.  More 
important,  he's  introducing  a  zero-fat 
companion  to  Scramblers — Worth- 
ington's  egg-substitute  product. 
Better'n  Eggs,  made  mainly  with  egg 
whites,  is  being  launched  in  both  the 
standard  frozen  and  quicker-to-pre- 
pare  refrigerated  form.  Better'n  Eggs 
has  no  cholesterol,  no  fats  and  no 
artificial  colors,  flavors  or  preserva- 
tives. The  taste  may  be  as  exciting  as 
kissing  your  sister,  but  think  of  all 
those  free -flowing  arteries! 

New  products  may  not  be  enough 
to  win  the  battle  for  shelf  space.  It  will 
take  big  promotional  money  to  get 
the    stuflf    into    the    supermarkets. 

Twomley  seems  to  feel  that  what 
his  company  lacks  in  financial  power  it 
makes  up  in  knowledge  of  its  special- 
ized markets.  But  the  stock  market  is 
skeptical.  With  the  stock  recendy  at 
IOV4 — about  15  times  earnings — the 
company  is  valued  at  a  mere  $50 
million. 

But  there  may  be  hope.  Seventh - 
day  Adventists  in  Canada,  the  Carib- 
bean and  Southeast  Asia  have  helped 
to  catalyze  Worthington's  growing 
export  sales.  ^M 
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A  Brilliant 
Deduction 


You  needn't  wait  for  a  great  corporate 
giving  program  to  fall  from  the  sky.  Gifts  In 
Kind  America  works  with  major  companies 
across  the  country  to  turn  inventory  —  everything 
from  photocopiers  to  pens  to  office  equipment 
and  computer  software  —  into  certified  tax 
deductions  of  up  to  twice  cost.  We  arrange 
distribution  of  your  gift  to  millions  of  people 
through  thousands  of  worthy  nonprofit  groups 
nationwide.  Because  sound  corporate  giving 
strategies  don't  grow  on  trees,  we  help  you 
develop  a  program  that's  uniquely  you. 

Iri'kind  giving.  It's  the  perfect  solution. 

For  more  information,  contact  Gifts  In  Kind 
America  at  703-836-2121. 

GIFTS  IN  KIM) 

AMERICA 

700  North  Fairfax  Street 

Suite  300 
Alexandria,  Virginia  22314 

S  Gifts  In  Kind  America.  Inc.  Wl 


America's  Fastest-Gnnvin^  and  Most  Cost'Efficient  Charity"  ...NonProfit  Times 


"ibu  can  save 

$4  in  benefit  costs 

for  every  $1  invested  in 

our  employee  seatbelt  program. 


We  get  paid  for  results! 
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Budget  And  American  Express 

Combine  Forces 
1)  Cut  Travel  Costs. 


Everybody  has  to  cut  travel  costs 
these  days.  Some  companies  just 
help  you  do  it  better  than  others. 

Every  time  you  use  the  American 
Express®  Card  at  Budget,  you  can 
choose  from  three  exclusive  offers 
like  a  low  rate  on  a  luxurious  Lincoln. 
Or  10%  off  your  next  rental.  Or  a 
double  upgrade.  Make  your  next  trip 
smarter  than  ever  by  joining  forces 
with  Budget  and  American  Express. 


ThREE  Smart  Choices. 


To  receive  these  offers,  here  are  a 
few  details  you  will  want  to  know. 
These  offers  are  good  between  4/1/92 
and  6/30/92  at  participating  Budget 
locations,  when  you  charge  your 
rental  with  the  American  Express 
Card.  You  will  need  to  mention  offer 
at  time  of  reservation  and  at  time  of 


sm    Lincoln. 
Unlimited  Mileafre 

optional  U)W'$12.99 
or  less  where  availcihle . 


10%  Off 

On  comjxict  throuf^h 

full-size  cars. 
2  or  more  rental  clays. 

.A. 


Double 
Upgrade. 

When  you  reserve  an 

inlermediate-size  car, 

receive  a  double  upfrrade 

to  a  full-size. 


rental.  Three-day  advance  reserva- 
tions are  required.  Double  upgrade 
subject  to  availability  of  larger  car  at 
time  of  rental.  Refueling  service, 
taxes  and  optional  items  are  extra. 
Offers  not  avaihble  with  any  other 
discount  or  promotion.  10%  off  not 
available  with  CbrpRate*  or  govern- 
ment rates.  Blackout  periods,  sur- 
charges for  extra  drivers  and  drivers 
under  25,  and  other  normal  rental 
requirements  will  apply.  Car  must 
be  returned  to  renting  location. 
Lincoln  rate  may  be  higher  in  New 
York  and  other  major  metropolitan 
areas.  Only  one  offer  per  rental.  Rx 
information  and  resers'ations,  contact 
yt^ur  travel  consultant  or  call  Budget 
at  800-527 '0700  ^md  .vsk  for  the 
American  Express  paimtMiional  (.■tfiers. 


Smart  Money  Is  On  Buix3Et; 


W<  leaturc  Liiuiiln-MmKry  anj  ilhjr  /iw  oin 


Looking  for  a  cash-rich  steel  company  whose  earnings 
are  poised  for  a  smart  rebound?  Look  no  further. 

Designer  steel 


By  Christopher  Palmeri 

Ac:me  Mktals  Inc.  (until  recently 
Acme  Steel)  is  the  nation's  smallest 
flilly  integrated  steel  producer  and, 
perhaps  not  coincidentally,  one  of  the 
more  resourcetiil.  It  lost  money  last 
year — $2.3  million  on  revenues  of 
$376  million — but  the  loss  as  a  pro- 
portion of  sales  was  minuscule  com- 
pared with  those  at  companies  like 
USX,  Armco  and  Bethlehem  Steel. 
"We've  suffered  a  lot  less  than  the  big 
boys,"  smiles  Brian  Marsden,  a  trans- 
planted Welshman  who  has  been  run- 
ning Acme  since  1980. 

Based  in  the  C^hicago  suburb  of 
Riverdale,  Acme  produces  around  1 
million  tons  of  raw  steel  a  year,  not 
much  compared  with  usx's  1 1  million 
tons  last  year.  But  far  more  important 
than  its  capacity  is  its  ability  to  pro- 
duce steel  in  small  batches  to  suit 
•  many  different  customers'  specialized 
needs.  Acme  will  fill  orders  for  as  little 
as  1 0  tons  of  finished  steel  and  in  more 
than   400   different   grades.    Bigger 


Acme  Chairman 
Brian  Marsden 
at  the  Riverdale 
strapping  plant 
Acquiring 
manufacturing 
businesses 
has  given  Acme 
a  captive  market 
for  its  steel. 


mills  prefer  long  runs  of  steel  with 
more  standard  specifications. 

Acme  thus  tends  to  serve  manufac- 
turers that  need  steel  but  don't  need  a 
great  deal  of  it — for  products  like 
cutler\',  shovels  and  lawn  mower 
blades.  Take  the  steel  used  in  retract- 
able tape  measures.  It  must  be  light- 
weight, flexible  enough  to  roll  up, 
stiff"  enough  to  extend  6  feet  and 
smooth  enough  to  take  paint  and 
delicate  markings.  Complicated? 
"It's  a  bitch,"  says  Acme's  vice  presi- 
dent of  finance,  Ierr\'  Williams,  of  the 
steel  tape.  Acme  supplies  all  the  steel 
Cooper  Industries'  Luflcin  unit  needs 
for  its  tape  measures. 

Acme  became  an  independent 
company  in  1986,  when  its  former 
parent,  Interlake  Corp.,  spun  it  off  to 
shareholders.  Even  with  its  abilin,'  to 
make  steel  in  small  batches.  Acme 
faced  a  difficult  future  as  a  small  com- 
pany in  a  business  with  too  much 
capacit}'  and   little   growth.    Recalls 
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Marsden:  "We  realized  that  we  need- 
ed a  strateg}'  if  we  were  going  to 
sur\'ive."  He  came  up  with  the  idea  of 
integrating  forward,  developing  and 
acquiring  manufacturing  businesses 
that  fabricated  products  from  Acme's 
specialized  steels.  Thus  Acme  could 
keep  both  the  steel  producer's  and  the 
fabricator's  margins.  As  Williams  puts 
it:  "We  take  S400-a-ton  steel  and  sell 
it  for  $750." 

For  example.  Acme  is  now  the  na- 
tion's largest  maker  of  steel  strapping, 
the  bands  used  to  package  ever\'thing 
from  lumber  to  refrigerators.  It  is  also 
the  nation's  largest  maker  of  car  and 
truck  jacks,  a  business  that  got  going 
in  1987,  when  Marsden  purchased 
the  Universal  Tool  &  Stamping  C]o., 
one  of  onh'  three  North  American 
makers  of  auto  jacks. 

In  1989  Marsden  acquired  the  Al- 
pha Tube  C^orp.,  of  Toledo,  Ohio. 
Alpha  has  a  strong  base  of  customers 
in  the  Midwest  that  depend  on  steel 
tubing  that  is  especially  strong  and 
corrosion  resistant.  Hotel  sprinklers, 
patio  fijrniture  and  basketball  hoops 
are  t\'pical  products  made  from  steel 
produced  in  Acme's  mill  and  fabricat- 
ed by  its  Alpha  Tube  division. 

All  told.  Acme's  fabricating  busi- 
nesses now  consume  nearly  half  of 
Acme's  annual  output,  right  about 
where  Marsden  wants  Acme  to  be 
balanced. 

Acme's  Riverdale  mill  is  prett\'  old- 
fashioned.  Its  molten  steel  is  still 
poured  into  ingot  molds — that's  the 
way  that  allows  the  company  the  most 
flexibilit)'  in  producing  small  batches  of 
designer  steel.  But  Marsden  has  spent 
$80  million  since  1987  on  things  like 
modernizing  the  finishing  prcKcss  in 
the  cold  rolling  mill,  thereby  increasing 
labor  producti\'it)'  by  25%. 

With  the  economy  picking  up, 
Marsden  hopes  to  show  a  small  profit 
this  vear  and  a  major  rebound  in 
1993.  He  thinks  that  by  1994  pro- 
ductivit)'  gains  mu\  better  prices 
should  help  Acme  top  the  $3.22  a 
share  it  earned  in  1988.  At  a  recent 
1 4%  per  share,  the  stock  sells  at  a  small 
multiple  of  those  prospective  earn- 
ings. The  company's  market  \aliie  is 
$78  million,  2  V2  times  the  $3 1  million 
in  cash  Marsden  has  tucked  away. 

"We're  running  on  all  cylinders," 
Marsden  says.  "We  just  need  a  little 
more  gas."  Bl 
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f  an  image  is 
worth  a  thousand  words, 

imagine  what 
imaging  is  worth  to  you. 


Your  strategic  picture.  Like 
•  the  strategic  pictures  of  businesses 
and  governments  around  the  wivkt 
it's  what  Unisys  had  in  mind  when 
we  designed  our  Infolmage  family 
of  imaging  sohitions. 

The  benefits  go  beyond 
reductions  in  paperwork.  Beyond 
protecting  the  integrity  of  origi- 
nals. Even  beyond  savings  from  en- 
hanced productivity.  For  Infolmage 
solutions  not  onI>'  help  you  process 
applications  quicker,  handle  claims 
more  efficiently,  and  respond  to 
customers  faster.  They  also  help 

1    you  create  marketable,  revenue- 

1    generating  new  senices. 


Whatever  your  business  and 
whatever  it's  built  on-diecks  or 
claims,  correspondence  or  blue- 
prints or  signed  authorizations-our 
imaging  sohitions  enable  you  to 
capture  documents  electronically. 
You  can  move  them  throughout 
your  enterprise,  gain  simultaneous 
access  to  them,  and  put  them  to 
work  growing  your  bosinessL 

As  a  leader  in  imaging,  we 
know  that  truly  advanced  sohitions 
do  not  consist  of  technology  for 

UNiSYS 

^e  make  it  happen. 


C  M'l  Km-yn  rorpiinoiir 


tedmologrs  saka  Beginning  with  a 
careful  understanding  of  the 
customer's  needs,  we  apply  imaging 
technology  to  reflect  the  uniqoe 
flow  of  information  within  an 
organization.  And  our  Infolmage 
Professional  Services  recognize 
that  an  imaging  sohition  isn't  a  sohi- 
tion  unless  it's  integrated  into  the 
customer's  existing  systems. 

Whether  you're  in  finance, 
government,  travel,  telecom- 
munications or  any  other  senice 
industry,  call  us  at  1^0(M48442i 
ext  139L  Ask  how  our  imaging  solu- 
tions can  help  improve  your  busi- 
ness picture  today. 


VniBttike.MDII 


MARKETING 


EDITED  BY  JOSHUA  LEVINE 


Can  a  trendy  Manhattan  restaurant  duplicate  itself 
to  the  point  of  becoming  a  McDonald's  for  the  elite? 
Roberto  Ruggeri's  Bice  is  trying. 

Where  the  maitire  d' 
outranks  the  chef 


Bice's  Roberto  Ruggeri  and  the  next  generation—son  Raftaele  and  daughter  Jolanda 
"I'm  giving  people  comfort,  not  a  peak  experience." 


Blocking  thh  north  side  of  54th 
Street  between  Fifth  and  Madison 
avenues  each  day  at  lunchtime  is  a 
well-dressed  but  hungr\'  mob.  It's 
crowding  the  sidewalk  outside  Bice, 
the  chic  Italian  eatery  that  has  made 
itself  the  Lourdcs  of  pasta. 

The  air\  dining  room  seats  160 
people  and  serves  some  600  meals  a 
day — average  check,  about  $40  per 


person  at  lunch,  $60  at  dinner.  Aver- 
age daily  take:  $30,000.  But  even  at 
these  prices,  the  crowds  keep  coming. 
Gianfranco  Sorrentino,  Bice's  unflap- 
pable maitre  d\  dispenses  choice 
front  tables  to  Henn*-  Kissinger  and 
Ronald  Perelman,  shuflling  shoppers 
and  Japanese  tourists  otV  behind  the 
massive  floral  arrannement. 

Just  another  trendy  Manhattan  cat 


ery?  Not  really.  What  makes 
Bice  (pronounced  bee- 
chay)  different  is  owner  Ro- 
berto Ruggeri's  notion  that 
it  can  be  cloned  world- 
wide— doing  with  a  S22 
black  risotto  with  cutdefish 
sort  of  what  McDonald's 
did  with  the  51.80  Big 
Mac. 

So  Bices  are  popping  up 
everywhere,     14     so     far. 
Branches  in  Chicago  and 
Beverlv    Hills    opened    in 
1989;  Paris  and  Palm  Beach 
in  1990;  Washington,  At- 
lanta,  Miami   and   Scotts- 
dale,  Ariz,  last  year.  Bice  has 
since  sprouted  in  San  Diego 
and  Tok\o.  Coming  up  are 
new    outposts    in    Aspen, 
Montreal,  Toronto,  Mexi- 
co Cit>\  Caracas,  London 
and  Sydney.  The  U.S.  oper- 
ations are  all  w  holly  owned. 
The  foreign  Bices  are  joint 
ventures  or  are  licensed  to 
local    owners.     "I     don't 
know     Caracas,"    Ruggeri 
says,  explaining  w  hy  he  pre- 
fers not  to  enrirely  own  his 
deals  overseas.  "You  wake 
up,  the\  sh».xit,  a  new  gov- 
ernment comes  in,  and  I 
lose  my  restaurant." 
Potential  coups  aside.  Bice  \ooks 
enviably  solid  in  a  notoriously  treach- 
erous industr\ .  The  New  York  flag- 
ship had  revenues  of  around  SIO  mil 
lion  last  year,  a  level  that  i>nly  a  hand- 
ftil   of  New    York   restaurants — like 
Tax  ern  i>n  the  Grcen  and  Windtw\-s  on 
the  World — can  lx*at.  Pasta  ingredi- 
ents are  relatively  cheap,  so  New  York 
pri>fit  margins  are  high:  20%.  Bice's 
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satellite  restaurants  have  revenues  of 
around  $3  million  to  $3.5  million, 
considered  hearty  performance  by  the 
trade.  Only  one  so  far  is  a  dud:  Scotts- 
dale.  Price  cuts  loom  there. 

In  earlier  years,  chains  like  Beni- 
hana  of  Tokyo  and  Trader  Vic's  also 
tried  the  clone  approach.  But  none  of 
them  ever  managed  to  keep  the  likes 
of  Eric  Clapton  and  Kim  Basinger 
coming  back  for,  say,  an  $18  plate  of 
lobster  and  asparagus  salad — the  New 
York  Bice's  most  popular  item. 

"This  is  unique,"  says  Clark  Wolf,  a 
New  York  food  and  restaurant  con- 
sultant. "No  one  before  has  opened 
the  same  restaurant  of  this  caliber  all 
over  the  world." 

To  finance  his  growth,  Ruggeri 
sold  a  half  interest  in  his  company  to  a 
Japanese  restaurant  chain,  wdi,  for 
roughly  $2  million  in  1989 — with  the 
provision  that  he  could  buy  his  stake 
back.  He  did  so  last  year  for  about  $6 
million.  The  Japanese  got  their  $2 
million  in  cash  back  and  financed  the 
rest  in  notes. 

Now  Ruggeri  is  hoping  that  inves- 
tors have  noticed  his  success.  He  says 
he's  contemplating  a  public  offering 
to  raise  $15  million  for  around  30%  to 


40%  of  the  company.  With  that  new 
money  he  can  expand  still  fijrther. 

Ruggeri,  49,  an  affable,  somewhat 
rumpled  Milanese  with  unruly  brown 
and  gray  hair,  has  a  simple  marketing 
strateg}':  predictability'  and  ambience 
rather  than  to-die-for  food.  Explains 
Ruggeri:  "A  customer  would  rather 
go  to  a  happy  place  with  average  food 
than  an  unhappy  place  with  excep- 
tional food.  I'm  giving  people  com- 
fort, not  a  peak  experience." 

So  at  Bice  the  key  job  is  maitre  d', 
not  chef  "Italian  cuisine  is  very  sim- 
ple— any  good  chef  can  do  it.  Person- 
ality, you  can't  teach,"  says  Ruggeri. 

Bice's  personalit}'  involves  cream- 
colored  walls,  huge  floral  bouquets 
and  soft-yellow  wall  sconces.  Though 
menus  var\'  somewhat  to  suit  local 
palates,  some  50  standard  items — like 
penne  all'arrabiata  in  a  spicy  tomato 
sauce — shov\'  up  ever^'where. 

The  trick  in  the  restaurant  trade  is 
to  sur\'ive  when  the  fickle  fashion 
crowd  moves  on,  as  they  inevitably 
do.  So  Ruggeri  makes  sure  he  finds 
locations  close  to  swank  stores  like 
Tiffany  and  Cartier  and  commercial 
hubs  to  pull  in  a  diverse  clientele. 
"When  the  trendies  stopped  coming. 


the  shopping  ladies  and  business  peo- 
ple took  over,"  he  says. 

The  shopping  ladies  and  business 
people  want  good  food  with  their 
ambience,  but  they  don't  expect  tem- 
ples of  gastronomy.  Bice's  chefs  don't 
spend  early  mornings  at  the  market, 
squeezing  the  melons  and  eyeing  the 
porcini  mushrooms  the  way  Rugge- 
ri's  mama,  Beatrice — Bice,  for 
short — did  when  she  opened  the  first 
restaurant,  in  Milan,  in  1926.  The 
vendors  come  to  Bice.  Ruggeri  runs  a 
sort  of  auction  se\'eral  times  a  v\'eek, 
wherein  three  or  four  regular  aspara- 
gus vendors,  say,  fax  price  offers  to 
Bice's  purchasing  agent.  Bice  picks 
the  low  bidder  consistent  with  qualit)'. 

Mama  Bice  herself,  now  9 1 ,  is  still  a 
bit  skeptical  of  her  son's  corporate 
approach  to  cooking.  "When  I  told 
her  the  rent  in  New  York  was 
$400,000  a  year,  she  started  laughing 
hysterically — and  she  still  thinks  I'm 
making  a  joke,"  says  Ruggeri. 

But  there's  no  joke  about  Ruggeri's 
ambition  to  be  the  Ray  Kroc  of  snoot)' 
dining.  The  next  step  can  always  be  a 
discreet  sign  outside  Bice  Manhattan: 
"Over  78,000  maltagliati  with  lamb 
ragu  served."  ■§ 


YOU 
CANT  GET  AWAY 


FROM  US. 


No  matter  where  in  ttie 

world  you  need  business  insurance, 

The  Home  can  help. 

Because  business  is  getting  more  and  more  international,  so  is  The  Home  Insurance 

Company.  We're  now  an  integral  part  of  the  Trygg-Honsa  SPP  Group,  one  of 

Europe's  leading  insurers.  And  we  have  agreements  with  major  insurers  around  the 

world.  The  result  is,  one  Home  underwriter  can  handle  virtually  qU  your  property-casualty 

insurance  in  most  of  the  world's  key  markets.  Ask  your  agent  or  broker. 

Home  Insurance 
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It's  not  a  car. 
It's  an  aphrodisiac. 
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I  N  F  I  N  I  T  I  . 


New  Zealand  does  not  loom  large  in  the  U.S.  public 
consciousness.  Can  a  fancy  new  symbol  change  that? 

Think 
New  Zealand 


I  vcvv  i_caia\  lu 


MIC  unspoiled  landscape  of  In 

People  have  heard  about  the  country's  60  million  sheep— and  not  much  else. 


New  Zealand  wants  to  be  taken  seri- 
ously. "Everybody  here  says,  'Why 
can't  we  be  like  Switzerland.^  It's 
small,  too,  but  ever^'body  knows  what 
Switzerland  is,'  "  says  Ena  Hutchin- 
son, editor  of  NZ  Business  magazine. 

Alas,  New  Zealand  cannot  be  Swit 
zerland.  For  better  or  worse,  the  two 
islands  that  compose  the  republic  lie 
in  the  middle  of  the  Pacific  Ocean, 
more  than  1 ,000  miles  east  ofAustra 
lia,  the  closest  landfall.  Never  mind. 
The  current  government  in  Welling 
ton  has  decided  to  spend  some  tax 
payer  money  to  sharpen  the  image. 

It  hired  Siegel  &  Ciaie,  a  New  York 
corporate  identin-  firm,  which  mas 
saged  the  image  of  Outfits  like  3M  and 
the  National  Basketball  Asst)ciation. 
"We've  got  to  make  this  countn*-  a 


brand,"  says  Alan  Siegel,  who  heads 
the  firm. 

New  Zealand  came  across  to  focus 
groups  as  pristine  and  unspoiled  and 
environmentally  pure.  That's  one  ad- 
vantage to  having  a  country'  the  size  of 
Italy  with  only  3.4  million  inhabit 
ants — and  some  60  million  sheep. 
What  the  New  Zealand  go\ernment 
wanted  was  a  way  to  have  that  nice, 
warm  image  rub  off  on  ever\'thing  the 
couiitiT  has  to  sell. 

It  wanted  a  concrete  symbol.  Sheep 
were  out.  Nice  to  look  at,  but  not 
environmentally  pure.  How  about 
the  fuzzy,  green,  homegrown  kiwi- 
truit?  Sore  subject  in  New  Zealand. 
Seems  that  New  Zealand  started  mar 
keting  these  gooseberries  as  kiwifruit 
in  the  carlv  1960s  but  neglected  to 


register  the  name  as  a  trademark.  So 
the  word  "kiwi"  is  now  in  the  public 
domain.  As  is  the  fruit.  New  Zealand 
sold  its  fruit-growing  expertise  to 
anyone  who  wanted  it,  and  now  lags 
behind  Italy  in  sales  of  kiwifruit.  "Ev- 
er\'body  thinks  kiwifruit  comes  from 
some  other  place — it  drives  New  Zea- 
landers  crazy,"  says  Jim  Johnson,  Sie- 
gel &  Gale's  executive  vice  president. 
Further  confiising  matters:  Kiwi  is 
also  the  name  of  a  bird  native  to  New- 
Zealand  as  well  as  the  nickname  for 
New  Zealanders. 

Behold!  After  much  labor  and  re- 
search a  new  New  Zealand  logo  is 
being  registered  as  a  trademark 
around  the  world.  The  Siegel  &  Gale 
folks  won't  let  us  show  it,  but  it  looks 
like  a  stylized  silver  fern,  the  national 
emblem.  Around  the  border  runs  the 
motto  "The  New  Zealand  way." 

New  Zealaiid  plans  to  use  the  new- 
fern  logo  on  e\-er\'tfiing  that  comes  in 
contact  witli  the  outside  world — the 
lamb,  beef,  fish,  fruit  and  timber  that 
make  up  much  of  its  exports,  and 
tourist  services,  from  hotels  to  taxis, 
and  possibly  even  Air  New  Zealand. 

The  government  is  setting  new 
qualit)'  standards  to  define  what  "The 
New  Zealand  way"  actually  is  when  it 
comes  to  tree  cutting  or  venison  farm- 
ing. Businesses  that  don't  measure  up 
won't  be  able  to  use  the  logo. 

Why  bother.'  Simple.  New  Zealand 
badly  needs  money.  It  has  been  lan- 
guishing in  a  recession  for  about  five 
years,  and  unemployment  tops  10%. 
Moreover,  the  National  Part}  govern- 
ment is  rutfilessly  dismantling  one  of 
the  cushicst  social  welfare  systems  in 
the  w  orld — and  ruflling  a  gcx)d  many 
Kiwi  feathers  in  the  process. 

More  exports  and  more  tourism 
would  help  a  lot  to  reduce  that  unem- 
ployment and  restore  the  govern- 
ment's popularity-.  The  idea  is  to  give 
New  Zealand's  commodity  exports 
added  pizzazz  in  world  markets,  giv- 
en how  vulnerable  these  exports  are. 

Garr\-  Wycherley  is  a  currency  ad- 
viser in  Auckland — that's  in  New  Zea- 
land— and  a  Kiwi  patriot.  Says  he:  "I 
don't  think  sticking  a  fern  on  stut^'is 
going  to  make  any  difference  at  all." 
Except,  of  course,  to  Siegel  &  Gale 
and  to  some  New  Zealand  pt>liticians 
who  want  to  be  seen  to  be  doing 
something  about  their  nation's  eco- 
nomic problems.  -J.L.     H 
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Can  you  tell  which  fish  is  poisonous 
without  eating  it  first? 


Avoiding  dangerous  financial 
mistakes  requires  astute  analysis 
by  experts  who  understand  the 
economic  currents.   Over  the  past 
20  years,  Houlihan  Lokey  Howard 
&  Zukin  has  provided  financial 
advisory  and  investment  banking 


services  to  more  than  4000  clients, 
from  Wall  Street  to  Main  Street. 
For  advisors  who  delve  beneath  the 
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Houlihan  Lokey  Howard  &  Zukin 


surface,  call  (800)  788-5300. 
With  more  than  $100  billion  of 
transaction  experience  in  the 
last  five  years,  Houlihan  Lokey 
recognizes  both  the  hazards 
and  opportunities  in  today's 
treacherous  business  waters. 
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Those  for  whom  indignation  has  become  a  way  of 
life  reject  economics,  history,  geography— anything 
which  implies  they  cannot  "have  it  all." 


Is  reality 
optional^ 


BY  THOMAS  SOWEU 
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Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


When  19th-century  writer  and  lec- 
turer Margaret  Fuller  proclaimed,  "I 
accept  the  universe!"  Thomas  Car- 
lyle's  response  was:  "By  God,  she 
had  better." 

Now,  a  hundred  years  later,  people 
who  don't  accept  the  universe  are  not 
only  numerous  but  are  also  leading 
numerous  political  crusades. 

The  reality  of  limited  resources  and 
the  painflil  trade-ofFs  they  imply  are 
just  so  many  lame  excuses,  as  far  as  the 
environmental  extremists  or  the  Na- 
derite  safety  fanatics  are  concerned. 
The  very  idea  of  taking  economic 
constraints  into  account  when  human 
life  is  involved  is  scorned  as  morally 
unworthy.  Yet  a  society's  economic 
level  is  a  major  determinant  of  a 
people's  longevity. 

Big  earthquakes  in  California  do 
not  kill  as  many  people  as  smaller 
earthquakes  do  in  Furkey  or  Iran, 
simply  because  the  economic  re- 
sources available  in  California  permit 
buildings  to  be  built  to  more  earth- 
quake resistant  standards. 

If  safety  fanatics  are  allowed  to  kill 
the  goose  that  lays  the  golden  egg, 
that  can  also  kill  people.  Already  safety 
crusades  are  cracking  down  on  the 


"pollution"  of  waterways  involving 
traces  of  chemicals  more  minute  than 
those  found  in  tap  water,  sodas,  beer 
or  even  Perrier  or  Evian  water.  How 
much  standard  of  living — which  in- 
cludes medical  care — are  we  prepared 
to  sacrifice  in  order  to  eliminate  ever 
more  remote  dangers? 

Even  to  ask  such  a  question  requires 
accepting  the  reality  of  economic  con- 
straints— and  the  trade-offs  this  im- 
plies. But  those  for  whom  indignation 
has  become  a  way  of  life  reject  eco- 
nomics as  readily  as  they  reject  history, 
geography  or  anything  else  which  im- 
plies that  they  cannot  "have  it  all." 
Widespread  use  of  the  word  "percep- 
tions" is  only  one  symptom  of  the 
notion  that  everything  depends  on 
how  you  choose  to  look  at  it. 

It  is  almost  as  if  the  universe  is 
optional.  Even  the  trade-off  involved 
with  a  working  mother  has  been 
waved  aside  with  a  phrase  Uke  "quali- 
ty time,"  suggesting  that  the  quantity 
of  time  lost  between  mother  and  child 
can  be  made  up  later  by  the  quality'. 
But  when  a  child  is  frantic  and  sob- 
bing at  10:30  Monday  morning,  that 
is  when  he  needs  his  mother — and  a 
trip  to  the  zoo  next  Saturday  is  not 
going  to  make  it  up. 

Those  who  promoted  the  banning 
of  DDT  and  other  pesticides,  in  order 
to  eliminate  the  dangers  created  by 
residues,  seldom  take  responsibilitN' 
for  the  resurgence  of  malaria  that 
followed. 

If  a  trade-ofVhas  to  be  made,  we  can 
at  least  ha\'e  the  moral  courage  to  face 
it,  instead  of  kidding  ourselves  with 
words.  Yet  the  intelligentsia  go 
around  saying  things  like,  "It's  not  a 
question  of  either/or,"  and  using 
phrases  like  "\Nin,  win." 

No  part  of  reality  is  more  intracta- 


ble than  geography,  or  more  oblivi- 
ous to  our  desires  for  equalit)'.  The 
peoples  of  the  Himalayas  have  never 
had  an  equal  opportunity  to  become 
great  seafarers.  The  continent  of  Eu- 
rope has  virtually  every  conceivable 
geographical  advantage  over  the  con- 
tinent of  Africa,  from  navigable  wa- 
terways to  fertile  soils  to  a  more  favor- 
able climate  and  topography.  Yet  nei- 
ther geography  nor  economics  nor 
even  history  are  accepted  as  realities 
beyond  our  control.  It  might  seemi 
obvious  that  the  past  is  an  irrevocable 
reality,  which  our  current  wishes  or 
perceptions  cannot  change.  But  that 
is  not  how  many  of  our  contemporar- 
ies look  at  it. 

Any  group  whose  past  has  not  pro- 
vided them  with  as  many  heroes,  cul- 
tural contributions  or  other  glories  as 
some  other  group's  past  now  has  a 
grievance  against  those  who  write  his- 
tory. Apparentiy  a  past  to  your  liking 
has  become  an  entidement. 

It  is  not  even  considered  necessary 
to  demonstrate  any  realit)'  before 
claiming  that  a  group's  current  "un- 
der-representation"  in  histon,-  books 
shows  "exclusion"  or  "bias."  Many 
of  those  who  argue  this  way  also 
loudly  proclaim  the  many  injustices 
suffered  by  the  various  under- repre- 
sented groups.  Yet,  somehow,  these 
pervasive  injustices  are  not  regarded 
as  having  inhibited  the  achievements 
of  those  who  suffered  them.  Such  is 
the  seIf-contradictor\'  \ision  of  the 
multiculturalists. 

In  a  universe  without  inherent  con- 
traints,  there  will  ob\iously  be 
"solutions"  which  depend  only  on 
our  subjective  "commitment," 
"compassion,"  and  other  feelings. 
Conversely,  our  failure  to  "solve" 
these  "problems"  shows  only  that 
most  of  us  are  just  not  as  wise  or  as 
noble  as  the  morally  anointed  who 
talk  this  way.  There  is  absolutely  no 
sense  of  the  tragedy  of  the  human 
condition  among  zealots. 

Very  few  problems  can  or  should  be 
solved,  in  the  sense  of  wiping  out 
c\cr\-  \estige  of  them — not  even 
crime  or  disease.  Would  anyone  really 
spend  half  the  gross  national  pnxluct 
to  wipe  out  the  last  vestige  of  shop- 
lifting, or  ever\-  minor  skin  rash? 

The  universe  dcKS  not  need  our 
acceptance.  Only  our  ow n  well  being 
and  sur\ival  depend  on  it.  ■! 
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tF LIGHT  URNISHED^ 
iLNTO  THIN  ly^ 

Mayday!  There  went  access  to  hundreds 
of  passengers'  names,  and  reservation 
information,  with  one  catastrophic  blink 
of  an  eye.  Another  computer  tragedy  that 
could  have  been  prevented  with  a  Power- 
ware®  System  from  Exide  Electronics. 

As  reliable  as  today  s  computer  systems 
are,  the  energy  that  powers  them  is 
anything  but  fail-safe.  Surges,  sags,  and 
other  irregularities  are  saboteurs  that  can 
throw  any  computer's  flight  plans  into 
a  holding  pattern. 

Powerware  Systems  are  designed  to 
head  off  these  disasters  before  they  occur 
by  conditioning  utility  power  before  it  is 
fed  into  the  computer.  And  should  a 
power  outage  ever  threaten  to  ground 
you,  the  Powerware  System  is  standing  by 
to  provide  the  most  reliable  backup  power 
in  the  industry  today,  for  systems  ranging 
from  the  smallest  PC  to  the  largest 
mainframes. 

Even  more  important,  as  nine  out  of 
ten  computer  manufacturers  will  tell  you. 
our  crew  of  ace  power  consultants  has  the 
know-how  to  guide  your  system  through 
any  turbulence. 

Call  1-800-554-3448  to  find  out  more 
about  Exide  Electronics  Powerware 
Systems,  or  f^ix  us  toll  free  at  1-800-75-EXIDE. 
Because  in  the  fast  paced  world  of  airline 
travel,  computer  failures  just  won't  fly. 


^XIDE  -ELECTRONICS 

Ik'lping  You  Slay  In  Pim^er' 


While  the  Russian  government  dithers, 

human  ingenuity  is  building  a  new  economic  system 

on  the  ruins  of  Soviet  socialism. 

A  market  grows 
in  Russia 


By  Paul  Klebnikov 

Two  MONTHS  AGO  the  Ekibastuz 
Electric  Co.,  a  state -owned  power 
company  in  northern  Kazakhstan, 
needed  several  hundred  tons  of  steel 
pipe.  Before  socialist  central  planning 
collapsed,  getting  pipe  was  an  awk- 
ward but  not  impossible  task.  Ekibas- 
tuz's  procurement  people  would  call 
the  ministry  in  charge  of  electric  pow- 
er. The  ministry  would  contact  the 
central  planners  at  Gosplan.  Gosplan 
would  tell  the  ministry  in  charge  of 
steel  pipe;  that  ministry  would  tell  the 
pipemaking  factory  to  add  the  Ekibas- 
tuz order  to  its  production  plans. 

The  pipe  would  probably  arrive  late 
and  be  of  poor  quality,  but  that  was 
standard.  However,  the  old  system 
has  collapsed.  The  economies  of  Rus- 
sia and  other  former  Soviet  republics 
are  now  in  a  state  of  anarchy  that  has 
not  been  seen  since  the  early  years  of 
Bolshevik  rule. 

How  does  a  business  manager 
cope.^  With  ingenuit)'  and  the  use  of  a 
growing  network  of  so-called  com- 
modit)'  exchanges.  Ekibastuz  used 
the  Alysa  System,  a  Moscow- based 
network  of  32  exchanges  spread 
throughout  the  former  Soviet  Union 
and  linked  by  computers.  For  use  of 
the  system  Ekibastuz  Electric  pur- 
chased a  seat  on  Alysa's  Kazakhstan 
exchange  for  S  million  rubles  (or 
$50,000  at  today's  unrealistically  low 
exchange  rates).  As  a  member,  Eki- 
bastuz was  able  to  hook  into  Alysa's 
electronic  biillciin  bo.ud  in  search  of  a 
seller  of  pipe. 

A  seller  was  soon  tound:  a  private 
Moscow- based      trading     company 
called  Nika-777,  also  an  Alysa  mcni 
ber.  On  Alysa's  computers,  bii\cr  and 
seller  met  at  600  tons  of  pipe  for  1 0 


million  rubles,  plus  shipping  charges. 

Commodity  exchanges  like  Alysa, 
spontaneously  created,  are  generating 
the  free  markets  that  were  artificially 
and  forcibly  suppressed  during  de- 
cades of  socialist  planning. 

The  Alysa  System  and  the  other 
exchanges  resemble  nothing  so  much 
as  the  trade  fairs  that  flourished  in 
Europe  between  the  12th  and  19th 
centuries,  during  the  transition  from 
feudalism  to  capitalism.  If  you  needed 
books  in  the  19th  century,  you  went 
to  the  Leipzig  book  fair.  If  you  need 
steel  pipe  or  aluminum  wire  or  ply- 
wood today,  you  look  for  it  on  the 
Alysa  System  or  another  of  Russia's 
700  private  exchanges.  Mikhail  Dmi- 
triev,  31,  the  Russian  parliament's 
representative  to  the  World  Bank, 
estimates  that  the  Alysa  System  and 
several  hundred  other  new  commod- 
ities exchanges  now  account  for  about 
30%  of  all  wholesale  trade  in  Russia. 

And  the  volume  is  growing.  Arcadi 
Nedbai  is  deput\'  manager  of  the  Alysa 
System's  Moscow  trading  operations. 
He  says:  "At  the  beginning  of  this 
year,  when  the  money  shortage  began 
and  enterprises  were  holding  on  to 
their  goods,  we  averaged  only  1,500 
positions  [offsets  of  goods  for  sale  a 
day];  now  it's  about  8,000." 

Nedbai  is  all  of  22.  Typically,  Rus- 
sia's entrepreneurs  are  young  people, 
whose  brainwashing  was  less  effective 
than  that  undergone  by  the  older 
generation  and  whose  initiati\c  has 
been  less  drained  by  the  imagined 
security'  of  socialism.  Alysa  was  found- 
ed by  Herman  Sterligov,  25,  a  thin, 
scraggly  fellcn\-  with  matted  hair  and 
dirt)'  fingernails.  Sterligov  resembles  a 
radical  college  student  more  tlian  a 


business  mogul.  But  don't  be  de- 
ceived. Sterligov  is  already  one  of  the 
richest  men  in  Russia. 

Sterligov  says  he  grew  up  in  a  small 
town  outside  Moscow.  Afiier  drop- 
ping out  of  Moscow  Universit)'  in 
1988,  he  spent  the  early  years  of 
perestroika  bumming  around.  Re- 
turning to  Moscow  in  early  1990,  he 
and  some  old  fiiends  went  to  work  for 
Artem  Tarasov,  the  urbane  Armenian 
entrepreneur  who  had  made  a  fortune 
by  trading  Russian  raw  materials  for 
personal  computers  (see  box,  p.  82). 

Deciding  to  strike  out  on  his  own  in 
the  summer  of  1990,  Sterligov  went 
to  his  boss  for  ad\ice.  Remembers 
Tarasov,  "I  knew  exchanges  were  the 
wave  of  the  fiiture,  and  I  convinced 
the  banks  to  give  them  credit."  With 
the  advice  and  bank  loan,  Sterligov 
named  the  business  aft:er  his  Cauca- 
sian sheepdog  and  went  to  work  ped- 
dling seats  on  the  exchange.  There 
were  plent>'  of  takers  among  the  aspir- 
ing entrepreneurial  class.  He  sold  all 
150  seats  on  the  new  .Alysa  exchange 
in  a  single  day,  at  300,000  rubles  a 
seat.  By  the  time  Ekibastuz  came 
along,  it  had  to  pay  16  times  as  much, 
and  today  a  scat  goes  for  6  million 
rubles. 

The  Alysa  System  is  jointly  owned 
bv  Sterligov  and  his  older  bnnher 
Dimitri.  Alysa  System  receives  an  av- 
erage commission  of  about  1 .5%  ft-om 
all  the  deals  done  on  the  exchange 
system.  Sterligov  cLiims  his  exchange 
trades  about  50  million  rubles  a  day, 
suggesting  that  his  take  before  ex- 
penses is  well  over  100  million  rubles 
a  year — a  huge  sum  in  tcxiay's  Russia. 

Based  in  a  shabby  brick  building 
near  Moscow    I'nivcrsirv,  the   t^vo- 
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Alysa  System  exchange  founder  Herman  Sterligov  in  his  Wall  Street  office 

"What  do  I  need  rubles  for?"  sneers  Sterligov.  The  poster  advertises  his  hockey  team. 


year-old  exchange  has  about  1,000 
members.  Each  member  can  act  as  a 
broker  for  itself  or  for  others,  buying 
and  selling  goods  listed  on  any  of 
Alysa's  32  exchanges,  which  trade 
everything  from  sneakers  and  frozen 
chickens  to  tractors,  and,  in  one  case, 
the  key  components  to  a  nuclear  pow- 
er plant. 

The  business  is  done  in  rubles,  but 
Sterligov  quickly  converts  the  curren- 
cy into  things  he  can  trade.  "What  do 


I  need  rubles  for?"  he  sneers. 

Owned  by  the  Sterligovs  and  stored 
in  Alysa's  warehouses  are  several 
thousand  tractors  and  60,000  tons  of 
metals  such  as  nickel  and  cobalt.  Ster- 
ligov says  he  owns  75,000  acres  of 
farmland  near  the  central  Russian  cit\' 
of  Ryazan,  and  hundreds  of  thou- 
sands of  square  feet  of  office  space  in 
Moscow  and  other  Russian  cities.  The 
young  millionaire  owns  some  of  the 
real  estate  outright  and  has  99 -year 


leases  on  the  rest.  He  also  claims  to 
have  accumulated  a  valuable  art  col- 
lection, including  one  Kandinsky, 
three  Maleviches  and  tNvo  Chagalls. 

"We  are  in  a  sort  of  tragic  period 
right  now,  when  everybody  is  selling 
artworks,  antiques — anything  that 
\\i\\  bring  them  hard  cash,"  says  Ster- 
ligov. "Even,'  day  we  have  a  thousand 
people  who  come  to  our  Mosco^^• 
office  saying  Tlease  privatize  us'  or  'I 
have  this  idea  and  I  need  fianding.' 
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Russian  commodities  exchanges 


The  Russian  Commodities  &  Raw  Materials  Exchange 

Commodities  exchanges  have  replaced  Gosplan  and  captured  30%  of  Russia's  wholesale  trade. 


Enterprises  are  going  for  virtually 
nothing  in  our  country  today." 

The  Alysa  System  is  only  one  of 
many  exchanges  and  by  no  means  the 
largest.  That  tide  goes  to  the  Russian 
Commodities  &  Raw  Materials  Ex- 
change, housed  in  the  imposing  pre- 
revolutionary  exchange  building  in 
central  Moscow.  Under  socialism,  the 
building  became  a  post  office;  now  it 
is  restored  to  its  original  function.  Its 
2,000  registered  brokers,  all  in  their 
20s  and  30s,  accomplish  150  million 
rubles'  worth  of  trades  a  day.  The 
Russian  Exchange  has  been  organized 
as  a  joint  stock  company  and  is  owned 
by  several  hundred  large  state  and 
private  companies.  Like  Alysa,  the 
Russian  Exchange  handles  everything 
from  computers  to  coal,  but  it  boasts 
much  larger  shipments  and  is  current- 
ly spinning  off  major  commodities 
such  as  oil,  metals  and  grain  into 
specialized  exchanges. 

The  Russian  Exchange  was  lound- 
ed  in  October  ()f  1990  bv  Konsiantin 


Borovoi,  a  computer  programmer 
and  mathematics  professor.  At  43, 
Borovoi  is  a  graybeard  among  Rus- 
sia's entrepreneurs.  Remembers  Leo- 
nid Titov,  20,  who  started  with  Boro- 
voi's  original  cooperative  when  he 
was  16  and  is  now  one  of  the  Russian 
Exchange's  top  managers:  "In  the 
beginning  we  made  good  money  buy- 
ing dollars  on  the  black  market,  pur- 
chasing computers  in  Turkey  and  Po- 
land and  reselling  them  in  Russia. 
Borovoi  was  fluent  in  English  and  had 
a  lot  of  dealings  with  foreigners." 

The  Russian  Exchange  puts  out 
daily  some  20,000  t)ffers  of  merchan- 
dise. At  a  specified  hour  in  a  corner  of 
the  pif,  the  offers  to  sell  are  read  out 
by  announcers.  If,  after  eight  succes- 
sive trading  days,  no  one  has  accepted 
a  particular  ofl'er  at  the  stated  price, 
the  seller  must  cither  lower  the  price 
or  take  it  ofl  the  list.  If  two  or  more 
brokers  accept  the  same  oflcr,  an  an- 
nouncer conducts  an  auction  be- 
tween   them.    C'ompleted    sales   are 


cleared  through  the  exchange's  bank. 

Since  the  old  SoWet  republics  lack 
an  official  system  of  contract  guaran- 
tees and  enforcement,  the  exchanges 
fill  that  role.  As  clearing  agent,  the 
Russian  Exchange  guarantees  the  de- 
liver)' of  the  product,  imposing  penal- 
ties on  the  seller  if  the  shipment  is 
either  late  or  defective.  For  its  trou- 
bles, the  exchange  takes  a  0.2%  com- 
mission on  the  value  of  the  deal — 
much  less  than  Alysa  System's  1.5% 
because  the  exchange  has  a  much 
larger  trading  volume. 

In  mid -May  Borovoi  announced 
that  he  intends  to  hand  off  the  man- 
agement of  his  enterprises  to  one  of 
his  colleagues  and  enter  politics,  es- 
tablishing a  new  parr\'  called  the  Eco- 
nomic Freedom  Part) .  A  Russian 
Ross  Perot?  Maybe.  But  Borovoi  may 
be  merely  coppering  his  bets:  In  the 
past,  good  political  connections  have 
Ix'cn  cnicial  to  traders  like  Borovoi 
and  Sterligov,  who  have  made  cnor- 
mcHis  profits  buying  gixnis  at  low 
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state-controlled  prices  and  reselling 
them  at  market  prices.  Sterligov,  for 
example,  has  been  dogged  by  rumors 
that  he  is  related  to  a  man  named 
Nikolai  Sterligov,  who  is  reputedly  a 
top  general  at  the  KGB.  Sterligov  de- 
nies this,  and  the  rumor  may  be  just 
another  example  of  the  malicious  gos- 
sip that  surrounds  successfiil  people  in 
modern  Russia.  Nevertheless,  since  so 
much  of  what  they  are  doing  is  out- 
side any  legal  framework,  any  success- 
ful entrepreneurs  must  mind  their 
political  connections.  Nor  can  they 
count  on  the  government  to  give 
them  security  against  gangsters  and 
overzealous  competitors. 

Westerners  interested  in  Russia 
should  not  minimize  the  importance 
of  such  connections.  Doing  business 
in  Russia  these  days  often  means 
treading  a  thin  line  between  legalit)' 
and  the  underworld.  Violence  is  never 
far  beneath  the  surface. 

The  entrance  to  Alysa's  Moscow 
headquarters  is  guarded  by  scowling 
men  in  camouflage  uniforms.  A  hunt- 
ing rifle  stands  in  the  corner  of  Alysa's 
conference  room;  the  walls  are  scarred 
with  bullet  holes — a  reminder  of  the 
time  some  anonymous  gunmen  shot 
up  the  place.  "We  later  caught  up 
with  them,"  says  Sterligov,  menac- 
ingly. He  says  he  maintains  a  60- man 
private  security  force.  "It's  like  Chica- 
go in  the  1920s." 

Three  months  ago  a  bomb  explod- 
ed on  the  doorstep  of  the  Russian 
Exchange's  Konstantin  Borovoi's 
home  in  central  Moscow.  "It  was  a 
homemade  device,"  says  Borovoi. 
"There  was  a  lot  of  noise,  a  lot  of 
smoke,  but  it  was  a  very  amateurish 
affair.  Evidently  someone  wanted  to 
intimidate  me." 

Who's  the  someone?  "In  our  coun- 
try everything  is  very  complicated," 
says  Edward  Lorh-Sheiko,  one  of 
Borovoi's  aides.  "There  hasn't  been  a 
single  conclusive  police  investigation 
into  those  matters.  But  I  suspect  that 
these  are  extortion  rackets,  helped  by 
certain  politicians  who  want  to  squash 
bolder  private  entrepreneurs." 

Or  maybe  it  was  the  KGB.  "I  have 
had  to  struggle  to  keep  the  exchange 
independent,"  Borovoi  tells  Forbks. 
"For  a  long  time  the  KGB  wanted  to 
buy  us  out."  The  kgb?  Borovoi  says 
some  KGB  members,  bowing  to  the 
inevitability  of  private  enterprise,  es- 


tablished an  investment  vehicle  called 
the  Russian  Exchange  Bank,  with  10 
billion  rubles  to  buy  control  of  some 
of  the  major  private  businesses. 

There  is  fiscal  violence,  too.  Ab- 
surdly in  a  country  that  needs  fijnc- 
tioning  markets,  the  Russian  govern- 
ment is  squeezing  the  commodities 
exchange  entrepreneurs  with  ex- 
tremely high  taxes.  While  the  corpo- 
rate income  tax  for  industrial  enter- 
prises is  32%,  the  tax  for  trading  com- 
panies is  45% — in  effect,  the 
government  is  taxing  the  trading  sec- 


tor to  subsidize  the  dilapidated  indus- 
trial and  agricultural  sectors.  Trading 
companies  are  also  hit  with  a  28% 
value-added  tax  that  is  applied  every 
time  merchandise  changes  hands. 
Meanwhile,  anyone  earning  over 
420,000  rubles  (about  S4,200)  a  year 
is  supposed  to  pay  an  income  tax  of 
60%.  With  taxes  at  a  confiscatory'  level, 
it  is  obvious  that  an  entrepreneur 
needs  political  protection  to  survive. 
Take  the  experience  of  Vyachcslav 
and  Sergei  Mavrodi,  two  brothers 
aged  30  and  36,  who  started  up  an- 


The  Russian  Commodities  Exchange's  Konstantin  Borovoi 

Early  one  morning,  a  bomb  exploded  on  his  doorstep.  Was  it  the  KGB? 


Forbes  ■  June  8,  1992 


81 


Russian  commodities  exchanges 


Big  ideas 


Artem  Tarasov  made  a 
fortune  in  die  early  years  of 
perestroika  trading  Rus- 
sian raw  materials  for  per- 
sonal computers  and 
helping  young  Herman 
Sterligov  organize  one  of 
Russia's  first  commodities 
exchanges  (see  story). 
Then  Tarasov  took  on  the 
political  establishment. 
In  interviews  in  February 
1991,  he  announced  that 
Mikhail  Gorbachev  was 
about  to  "sell"  the  Kurile 
Islands  to  the  Japanese  for 
$200  billion.  Gorbachev 
quickly  denied  the  story 
and  retaliated  immediate- 
ly by  bringing  libel  charges 
against  Tarasov. 

The  next  day  the  KGB 
broke  into  Tarasov's 
Moscow  office  and  apart- 
ment and  made  off  with 
his  personal  financial 
records. 

"I  became  afraid  for 
the  safety  of  my  family," 
says  Tarasov.  He  quickly 
packed  up  and  headed  west, 
reportedly  taking  a  $9 


million  "dividend"  with 
him.  He  now  lives  in 
London  and  has  offices 
in  New  York,  Geneva 
and  Milan. 

But  Tarasov,  42,  re- 
mains focused  on  business 
opportunities  in  his 
homeland.  He  has  big 
ideas.  During  a  recent  in- 
terview at  a  Wall  Street  of- 
fice he  shares  with  Sterli- 
gov, Tarasov  said  he  is  cur- 
rentiy  trying  to  raise  $200 
million  to  develop  new 
Russian  seaports — in 
Kerch  on  the  Black  Sea, 
Murmansk  in  the  far 
North,  or  Vanino  on  the 
Sea  of  Japan. 

Another  Tarasov  proj- 
ect is  to  establish  a  Russian 
export-import  bank  to  re- 
place the  insolvent  state- 
run  Vneshekonombank. 
Tarasov  claims  that  he  has 
lined  up  $300  million  in 
equity  capital,  mostiy  fi-om 
different  autonomous  re- 
gions of  Russia,  such  as  Ya- 
kutia or  Tyumen,  which 
are  looking  to  invest  their 


Armenian  entrepreneur  Artem  Tarasov  in  Alysa's  New  York  office 
"I  became  afraid  for  tiie  safety  of  my  family." 


hard  currency  earnings 
ft-om  oil  and  diamond 
exports. 

Last  month  Tarasov 
bought  an  existing  bank  in 
the  Cayman  Islands  to 
serve  as  its  shell;  he  says  he's 


found  a  Swiss  partner  to 
manage  the  bank's  opera- 
tions, which  will  be  based 
in  Monaco. 

TarasoN  may  be  out  of 
Moscow,  but  he's  still  in 
business.  -P.K.  ■ 


other  successftil  exchange  called 
MMM.  Three  months  ago  the  mmm 
headquarters  on  the  outskirts  of  Mos- 
cow were  invaded  by  two  dozen  po- 
licemen armed  with  submachine 
guns,  who  seized  the  company's 
books.  "They  presented  no  warrants 
and  no  charges,"  says  Vyacheslav 
Mavrodi,  twitching  with  indignation. 
"The  tax  authorities  now  say  they  are 
conducting  a  normal  investigation  on 
whether  wc  underpaid  our  taxes." 

Predictably,  traders  and  entrepre- 
neurs make  deals  under  the  tabic  to 
avoid  attracting  the  notice  of  tax  col- 
lectors and  political  extortionists.  At 
Borovoi's  Russian  (commodities  & 
Raw  Materials  Exchange,  for  exam- 
ple, brokers  often  find  each  other 
through  the  exchange's  price  list  and 
then  do  the  deal  secredy,  in  some 
corner  of  the  pit,  without  registering 
it.  The  exchange  admits  that  such 


deals  total  20%  of  its  volume,  but 
some  brokers  say  it  is  much  more. 

But  even  high  taxes  and  criminalit\' 
have  not  dampened  the  zeal  of  the 
entrepreneurial  class.  Last  autumn 
Alysa  System's  Sterligov  decided  the 
export/import  market  was  promis- 
ing. Again  he  turned  to  his  old  men- 
tor Artem  Tarasov,  who  now  lives  in 
London,  from  where  he  has  helped 
establish  Alysa's  offices  in  New  York, 
London,  Geneva,  Milan,  Taipei  and 
Hanoi;  the  business  operates  under 
such  names  as  Alice  in  America,  .Mysa 
in  London.  These  and  representative 
offices  in  over  20  other  cities  around 
the  world  gather  information  about 
potential  buyers  and  sellers  of 
Russian  made  goods. 

SterligoN'  and  Tarasov  are  thinking 
big.  Their  plan  is  to  raise  $12  million 
to  computcri/c  Alysa  intt)  a  world- 
wide trading  network,  "fhis  way," 


says  Tarasov,  "foreign  businessmen 
won't  have  to  wander  all  over  Russia 
trying  to  find  the  right  person  to  do 
business  with." 

Tarasov  recognizes  an  unfortunate 
fact:  In  the  old  So\ict  economy,  a  year 
after  the  official  end  of  communism, 
all  is  chaos.  "The  fact  that  Russia  has 
700  commodities  exchanges  is  an  em- 
barrassment before  the  world,"  sa\s 
Sergei  Krasavchenko,  chairman  of  the 
Russian  parliament's  committee  on 
economic  reform. 

"Once  the  economy  stabilizes,"  he 
says,  "the  country  will  end  up  with 
two  or  three  major  exchanges.  The 
rest  of  these  «.)rgani/.atiiMis  will  turn 
into  what  they  really  arc  tcxlay:  run- 
of -the  mill  private  trading  compan- 
ies." Like  thi>sc  colortul  old  medieval 
trade  fairs,  the  exchanges  arc  only  a 
phase  in  the  transition  from  stKialist 
feudalism  ti>  market  capitalism.      Wtk 
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No  ONE  HELPS  YOU 
KEEP  IN  TOUCH  MORE  THAN  WE  DO. 


Toshiba  helps  you  keep  in  touch,  because  we  keep  in  touch  with  you. 
Understanding  that  one  of  the  last  places  people  get  any  work  done  is  in  the 
office,  we  make  notebook  computers  that  give  you  more  power  thon  many 
desktops,  and  more  freedom  than  you  can  imagine. 

For  instonce,  the  T4400SXC  has  an  i486"'SX  microprocessor,  three  hour 
battery  life,  and  the  newest  TFT  LCD  technology  that  can  display  256  colors 
from  G  built-in  palette  of  185,193.  It's  the  most  powerful  color  notebook 
avoilable  to  control  information  and  improve  communication. 

At  Toshiba,  we  wont  you  to  be  your  most  productive,  so  you  can  keep  in 
touch  with  a  few  other  important  parts  of  your  life.  Your  family,  friends. . . . 

In  Touch  with  Tomorrow 

TOSHIBA 


Foi  mn  inlarmonon  wilt  loihibo  tmum  lobnnolKM  Sydtnivlix  .9740  lixne  SM  .Inm.Cl  92711  w  (ol  M0O'4S77777  i4U  n  a  Mtraoil  ol  liMl  Cm; 


Its  Engineering  Suggests  European  Sport  Sec 


You  could  spend  over  tmaiie  money  for  a  Eui'opean  sport  sedan  and  stiE  not  match  tliis  Pontiac's  teclinolog}'  and  value, 
for  even  greater  confidence.  Inside  \'ou'll  find  dual  front  airhags  and  a  Head-Up  instalment  display-sometlimg  you  woi 


_  I'CINTIAC  CARi:S    with  .in  oxtonsivc  3  year  .16.(H10-milc.  luvilixlm  tiliU-  w.irMiity  (srt-  your  dealor  lor  terms  of  this  limiteil  warraim)  phiv  ;4-hvHir  Rividsidc  .V«isunoc 

'^'^5£^    Call  tolllrir  I  S0(V76?  4000  tor  more  pr.xKii  i  miorin.ition  a.ul  dt-alor  Kvations  B.  BL'CKll  VV.  AMERICA'  O  |<W2  CM  CORP  ALL  RIGHTS  RLStR\tr 


Sghtjust  Be  Overrated. 


not  only  fuel-injeaed  but  supercharged.  It  has  aiiti-lock  brakes,  and  adds  a  traction  control  s)'stem 
ides,  BMW  or  Jaguar  at  any  price.  The  idea's  simple:  More  car,  for  less  money  At  the  right  time. 


The  New  Supercharged  Pontiac  SSEi. 


PONTIACW 

A  Higher  Level  Of  Lxcitement  f. 


The  Peninsula 

I  loiig  Ivnig 

Share     T  h  t     Exptrience 


Pen»&ji> 

GROUP 
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Bankruptcy  is  often  a  debtor's  playground.  But  one 
court  figured  out  what  some  debtors  were  really  up  to, 

A  creditor's 
comeback 


By  James  Lyons 

Only  in  the  tangled  world  of  bank- 
ruptcy law  can  something  called  the 
"absolute  priorit)'  rule"  not  necessar- 
ily be  absolute.  The  essence  of  the  rule 
is  that  a  junior  class  of  creditors  can't 
jump  ahead  of  more  senior  creditors. 

But  what  happens  when  investors 
decide  to  pump  new  money  into  a 
bankrupt  business.^  Aren't  they 
entitled  to  a  return  on  their  in- 
vestment? And  can  they  jump 
ahead  of  some  creditors? 

These  are  some  of  the  ques- 
tions the  U.S.  Court  of  Appeals 
for  the  Fourth  Circuit  recently 
tried  to  sort  out  in  a  bankruptcy 
involving  a  limited  partnership 
<  that  owns  three  office  buildings 
in  Omaha.  The  limited  partner- 
ship bought  the  property — 
named  Mid-America  Plaza — in 
1986.  As  part  of  the  deal,  the 
partnership  assumed  a  $10.8 
million  first  mortgage  from 
Travelers  Insurance  Co. 

Three  years  later  the  partner- 
ship filed  for  Chapter  11.  Mid- 
America  Plaza  was  suffering  from 
several  woes;  among  them,  the 
loss  of  its  anchor  tenant  and  the 
discovery  of  asbestos  in  all  three 
buildings.  At  the  time  of  the 
bankruptcy  filing,  the  partnership 
owed  Travelers  $1 1 .2  million. 

Travelers,  of  course,  wanted  to 
foreclose  on  the  propert)',  but  the 
bankruptcy  petition  stayed  that  move. 
So  Travelers  had  to  wait  and  see  what 
the  limited  partnership  would  come 
up  with  as  a  plan  for  reorganizing  the 
venture.  Although  Travelers  was  the 
largest  creditor,  the  partnership's  re- 
organization plan  was  approved  by  a 
U.S.  bankruptcy  judge  over  Trav- 
elers'   objections.    What    probably 


swayed  the  judge  was  that  the  limited 
partners  promised  to  pump  more 
money  into  the  propert)':  They 
pledged  to  invest  $625,000  and  pro- 
vide an  $850,000  line  of  credit. 

Andjbecause  the  mortgage  was  in 
the  form  of  a  nonrecourse  loan — 
which  meant  that  the  only  collateral 


for  the  mortgage  was  the  propert\' 
itself — Travelers  didn't  have  much  le- 
verage: It  couldn't  sue  the  individual 
partners  to  recover  its  money. 

The  bankruptcy  judge  determined 
the  current  value  of  the  Travelers  loan 
was  $7.9  million.  That  meant  Travel- 
ers had  a  secured  claim  of  $7.9  mil- 
lion. The  remainder  of  the  $11.2 
million  debt — $3.3  million — became 
an  unsecured  claim. 

According  to  the  plan  approved  by 
the     bankruptcy     court.     Travelers 


would  receive  monthly  payments  for 
ten  years  on  its  secured  claim.  Includ- 
ing interest,  the  panncrship  would 
eventually  pay  Travelers  a  total  of  $  1 6 
million — not  an  altogether  bad  deal 
for  Travelers. 

But  Travelers  fared  less  well  when  it 
came  to  the  $3.3  million  unsecured 
claim.  The  court  ruled  that  Travelers 
would  get  only  $116,500,  or  3.5%, 
paid  when  Mid-America  Plaza 
emerged  from  bankruptcy. 

What  especially  galled  Travelers 
was  the  way  the  partnership  would 
pay  off  its  debts  in  the  event  the 
property  was  sold  or  refinanced.  Trav- 
elers would  receive  whatever  was  the 
outstanding  balance  on  its  secured 
claim.  But  after  that  the  limited  part- 
ners would  get  all  their  money  back. 
Only  then  could  Travelers'  unsecured 
claim  be  made  good.  In  other  words, 
in  terms  of  getting  all  of  its  money 
back.  Travelers  actually  stood  in  line 
behind  the  people  to  whom  it 
had  lent  the  money. 

How  could  a  bankruptcy 
judge  put  a  lender  behind  the 
borrowers?  The  partnership  ar- 
gued that  their  plan  fell  into  the 
so-called  new  capital  exception 
to  the  absolute  priorit}'  rule.  First 
enunciated  by  the  U.S.  Supreme 
Court  in  1939,  the  new  capital 
exception  permits  prebank- 
ruptcy  in\'estors  to  supply  new 
capital  in  exchange  for  a  share  of 
any  eventual  profits. 

From  a  creditor's  point  of 
view,  this  story  has  a  happy  end- 
ing. Although  a  U.S.  District 
Court  upheld  the  partnership's 
plan,  the  Fourth  Circuit  reversed 
it.  Seeing  through  the  partner- 
ship's shenanigans,  the  appellate 
panel  understood  that  the  debt- 
ors had  "carried  their  opportuni- 
ty' for  self- dealing  too  far." 
As  the  Fourth  Circuit  realized, 
what  the  partners  were  doing  was 
reducing  their  debt  and  increasing 
their  investment.  If  one  day  there  was 
a  windfall,  well,  they'd  share  some  of 
it  with  Travelers. 

Adopting  language  from  Travelers' 
brief,  the  appellate  panel  noted  the 
partners  were  essentially  buying  the 
propern  "without  exposing  it  to  the 
market  (^r  otherwise  allowing  any  oth- 
er part)',  including  Travelers,  to  bid." 
Score  one  for  creditors.  WM 
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iam  Agee  talks  of  using  Morrison 
Knudsen  as  a  vehicle  for  solving  many  of 
the  country's  problems  of  decaying 
infrastructure  and  congested 
transportation.  But  Agee,  who  runs 
the  company  with  a  royal  flourish, 
has  talked  big  in  the  past  and  with 
discouraging  results. 


The 

impenal 

Agees 


By  Richard  L.  Stem  and  Reed  Abelson 

William  Agee  is  restless.  While  he  talks  about  his  grand 
plans  for  Morrison  Knudsen  Corp.,  the  voluble  54-year- 
old  plops  for  a  moment  onto  an  off-white  sofa  in  his 
enormous  beige-carpeted  Boise,  Idaho  office,  then  springs 
to  his  feet  while  still  talking.  He  lectures  his  interviewers  on 
how  he  saved  the  floundering  company,  and  about  his 
dream  of  creating  a  business  that  would  capitalize  on  what 
he  sees  as  the  U.S.'  enormous  need  for  improvements  in  its 
aging  physical  infrastructure:  new  highways,  bridges,  tun- 
nels and — especially — commuter  rail  transportation. 
"These,"  he  declares,  "are  the  big  markets  of  the  1990s." 

Listening  to  Agee  rhapsodize  about  the  future,  FoRBES 
reporters  catch  the  echo  of  a  familiar  refrain:  Here,  once 
more,  is  the  glib  Bill  Agee  latching  on  to  a  problem 
popularized  by  the  media  and  promising  to  build  a 
business  that  will  flourish  by  helping  solve  the  problem. 
Bill  Agee  is  one  of  the  best  trend -surfers  of  our  time. 

At  Boise  C'ascade  Corp.,  when  he  was  just  31  and  chief 
financial  officer,  Agee  participated  in  the  building  of  what 
was  to  be  a  new  form  of  management,  the  free-form 
conglomerate.  Later,  at  Bendix  Corp.,  he  talked  of  the 
"reindustrialization  of  America"  and  high  technology. 

This  time  Agee  is  riding  the  crest  of  another  trend 
popularized  by  the  media.  In  an  age  when  all  levels  of 
government  are  strapped  for  revenues,  they  have  been 
neglecting  much  of  the  nation's  physical  infrastructure, 
ihercfore,  in  the  future,  roads,  bridges,  watenvorks,  vou 
name-it,  will  increasingly  be  financed  with  private  money. 
Morrison  Knudsen  will  lead  the  parade — building,  financ 
ing,  operating.  Agee  knows  the  proper  phrases.  "The  big 
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buzzwords  are  boos  and  bots,"  he  says. 

Translating,  a  boo  means  Build,  Own  and  Operate. 
Under  this  kind  of  deal  the  private  sector  makes  the 
investment  in  a  project,  hoping  to  make  a  profit  from  tolls 
or  fares.  A  bot  is  much  the  same,  except  that  "ownership" 
is  limited  to  a  preset  number  of  years,  after  which  the 
project  reverts  or  transfers  to  the  public  sector. 

Examples,  says  Agee,  include  a  runnel  in  Mctoria, 
Australia,  the  Channel  tunnel  from  England  to  France 
(though  this  is  already  way,  way  over  budget),  and  Euro 
Disney  (49%  owned  by  Walt  Disney  Co.,  but  subsidized  by 
the  French  state). 

Warming  up  to  his  rhetoric,  Agee,  experienced  numbers 
man  and  visionary',  boasts  that  he  has  already  positioned 
Morrison  Knudsen  v\  ay  ahead  of  the  pack  to  cash  in  on  this 
kind  of  deal. 

Agee  came  to  public  attention  first  in  the  late  1960s, 
when  he  became  chief  financial  ofiicer  at  Boise  Cascade, 
the  ill -fated  conglomerate  that  blazed  across  the  financial 
skies  before  crashing.  One  trendv  prtiblem  at  that  time  was 
urban  renew  al — rebuilding  America's  core  cities  to  make 
them  habitable  and  economic  again — and  Boise's  chair- 
man, Robert  Hansberger,  was  going  to  put  his  company  to 
work  on  the  problem. 

As  Boise  C^ascade's  top  money  man,  Agee  played  a  part 
in  the  company's  aggrcssi\e  move  in  that  direction.  In 
1967  the  ci>mpany  took  a  44%  stake  in  a  jiMut  \enturc  with 
a  blackowned  construction  company  and  called  it  Bur- 
nett Boise  Covy.  While  Agee  was  minding  the  numbers, 
Boi.se  w  as  keeping  its  books  in  w  hat  later  turned  out  be  a 
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highly  misleading  way.  It  was  declaring  revenues  up  front 
on  installment  land  sales  on  which  many  buyers  later 
/eneged.  It  failed  to  create  adequate  reser\'es  for  South 
American  bonds  owned  by  a  Boise  Cascade  subsidiary' 
called  Ebasco. 

It  would  obviously  be  unfair  to  saddle  Agee  with  all  the 
blanii  '       nsuing  disaster,  which  left  Boise  Cascade  a 

smai !  ned  company,  but  he  certainly  was  an  active 

play  However,  by  luck  or  intent,  his  timing  was 

cxceiicnt  { i  (^  left  for  a  better  job  just  before  Boise  Cascade 
had  to  take  rhc  second  of  rvvo  writedowns  that  were  among 
the  biggest  m  U.S.  corporate  history. 

Agee  moved  to  Bendix  Corp.  as  chief  financial  officer  in 
1972  and  became  chairman  in  1977.  He  achieved  hero 
statu'i  in  the  business  media  after  he  boosted  earnings  with 
skillful  asset  sales  and  through  a  fortuitous  investment  in 
Asarco  made  in  1978,  when  commodity'  prices  were  low. 

Then  Agee  got  trendy  again.  The  fashionable  business 
in  the  early  1980s  was  high  technology.  So  Agee  said  he 
would  transform  this  old-line  maker  of  auto  and  aviation 
parts  into  a  high- technology'  company.  Bendix  bought 
stock  in  many  technology'  companies,  including  Gould 
Inc.  and  RCA,  and  overpaid  to  acquire  all  of  a  fairly  dull 
machine  tool  maker,  Warner  &  Swasey.  Agee's  grand  plan 
was  to  make  equipment  for  all  those  "factories  of  the 
future." 

Around  that  time,  Bill  Agee  spread  from  the  business 
pages  of  the  newspaper  to  the  gossip  columns  over  an 
indiscreet  love  affair  with  Man.'  Cunningham,  a  recent 
graduate  of  the  Harvard  Business  School.  After  rising  to 


vice  president  for  strategic  planning  at  Bendix  before  she 
was  30  (and  being  booted  out  soon  after),  Cunningham 
married  Agee  in  1982;  it  was  the  second  marriage  for  both. 
Around  this  time,  Agee  made  a  serious  mistake. 

Big  takeovers  were  all  the  rage  in  1982.  Agee  mapped 
out  a  grand  strategN'  for  a  hostile  takeover  of  Martin 
Marietta,  the  missile  and  technolog)'  company.  (Accord- 
ing to  the  book  TIjree  Plus  Ofie  Equals  Billions,  by  .-Mian 
Sloan,  Cunningham  collaborated  on  the  plan.)  But  in- 
stead of  surrendering,  Martin  Marietta  fought  back.  Agee 
lost  not  only  the  battle  but  also  his  company.  Instead  of 
taking  over  Martin  Marietta,  Bendix  was  taken  over  by 
Allied  Corp. 

The  Agees  retreated  to  Cape  Cod,  where  they  ran  a 
venture  capital  firm.  Semper  Enterprises.  He  sat  on  the 
boards  of  Morrison  Knudsen  and  Dow  Jones.  But  the 
couple  seemed  resdess  in  semiretirement. 

End  of  career?  Those  who  thought  so  were  surprised 
when,  in  1988,  Agee  was  tapped  by  the  board  of  Morrison 
Knudsen  as  chairman  and  chief  executive.  While  she  isn't 
an  executive  of  the  company,  Man-  Cunningham  Agee, 
now  40,  has  at  times  occupied  the  office  next  to  her 
husband's;  her  job  is  to  run  the  company's  charitable 
foundation. 

For  most  of  its  80  years,  Morrison  Knudsen  concentrat- 
ed on  construction  and  engineering,  where  it  was  a  world- 
class  player  on  such  projects  as  the  Hoover  Dam,  the  San 
Francisco  Bay  Bridge  and  the  Trans- Alaska  Pipeline.  It 
employed  a  highly  skilled  group  of  nomadic  engineers. 
But,  says  Agee,  "When  I  stepped  into  this  job,  of  18  jobs  in 
the  construction  business,  15  of  them  were  disasters. 
.  .  .  When  I  came  into  this  job,  this  company  was  either 
close  to  being  taken  over  ...  or  it  could  have  gone  into 
bankruptcy'.  And  that's  not  an  understatement." 

He  may  be  exaggerating,  but  certainly  the  company  was 
not  in  great  shape.  i\fter  a  big  (S60  million)  loss  in  1987, 
the  board  decided  that  the  old  chief  executive,  William 
Deasy,  had  to  go.  Agee  prompdy  wrote  do\\n  S66  million 
on  moneylosing  construction  jobs  won,  he  says,  because 
his  predecessor's  bids  were  too  low.  And  in  1988  MK  lost 
SI27  million. 

Studying  the  numbers,  Agee  says  he  discovered  that 
over  the  years  mk  tended  to  lose  money  on  smaller 
projects.  "All  of  the  problem  jobs  were  S40  million  or  less, 
and  in  some  cases  we  lost  SIO  million  to  S20  million  on 
them."  So  he  switched  to  bidding  on  larger  jobs,  especially 
since  they  usually  involve  fewer,  larger,  competitors. 

Warming  to  his  topic,  still  alternately  sitting  and  jump- 
ing out  of  his  seat,  Agee  goes  on:  "[mk]  is  a  turnaround 
story  that  is  not  without  precedent,  but  it  ranks  right  up 
there  in  terms  of  turnaround  stories  in  the  countr\'." 

The  "turnaround"  involves  emphasizing  public  trans- 
portation projects.  Included  in  the  company's  record  S4.8 
billion  backlog  are  SI  billion  in  contracts  to  build  new- 
transit  cars  for  Chicago,  California  and  New  York.  .siK  is 
also  involved  in  a  new  high-speed  above-ground  commut- 
er line  project  in  Honolulu  that  could  eventuallv  be  worth 
SI.  1  billion. 

Agee  has  plans  for  MK  to  design  and  build,  and  then 
pardy  own,  a  S6  billion  high-speed  train  connection 
linking  five  Texas  cities,  including  Dallas  and  Houston. 
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The  financing  of  this  high-speed  train  line  turns  on  getting 
special  tax  exemptions  from  Congress,  far  from  a  dead 
certainty.  Agee  has  dreams  that  this  line  might  one  day  be 
extended  to  Monterrey  in  Mexico. 

Morrison  Knudsen  plans  to  build  a  piece  of  the  toll  road 
to  Denver's  new  airport — though  to  date  contracts  have 
not  been  let  to  build  the  sections  that  will  connect  1-25  and 
1-70  to  the  airport. 

No  question:  The  prospects  are  there.  But  Agee's  talk  of 
a  turnaround  is  early,  to  say  the  least.  The  new  direction  is 
unproven.  Worries  that  mk  may  have  been  bidding  too  low 
on  some  projects  and  risking  its  own  capital  on  others  led 
First  Boston  analyst  Deborah  Thielsch  to  put  out  an 
unusually  plainspoken  sell  recommendation  on  the  stock 
in  February.  Agee  rejects  suggestions  that  mk  is  getting 
business  by  offering  dangerously  low  bids.  He  says  his 
winning  bids  on  railcars,  for  instance,  were  typically  just 
1.5%  to  2%  lower  than  those  of  competitors.  He  says  MK 
won  a  $140  miUion  contract  to  build  railcars  for  San 
Francisco's  bart,  beating  Japanese  competitors  by  0.5%, 
or  just  $700,000. 

In  Los  Angeles  mk  played  on  buy  American  sentiment 
and  managed  to  derail  Sumitomo's  bid  for  a  $120  million 
contract  for  transit  cars,  despite  an  independent  technical 
assessment  that  the  Japanese  cars  were  superior.  He  thus 
scored  a  public  relations  and  lobbying  coup. 

Getting  contracts  is  one  thing,  making  money  on  them 
quite  another.  MK  has  never  before  built  railcars  from  the 
wheels  up,  although  it  is  a  well-established  remanufactur- 
er.  Agee  has  three  separate  railcar  manufacturing  opera- 
tions being  accelerated,  including  the  opening  up  of  two 
facilities  that  have  to  be  refurbished  and  equipped  from 
scratch. 

Why  different  plants,  why  not  concentrate.''  Because 
situating  the  plants  where  the  business  comes  from  helps 
persuade  local  politicians  to  give  mk  the  contract. 

At  any  rate,  the  company's  plate  is  very  full,  too  full, 
some  people  think.  In  Boise  the  company  will  soon  be 
building  three  new  locomotive  programs.  One  is  the 
world's  largest  diesel  locomotive  for  heavy  freight  train 
use,  powered  by  a  5,000hp  Caterpillar  system.  The  second 
is  a  smaller  unit  powered,  uniquely,  by  natural  gas  to  meet 
southern  California's  emission  standards.  The  third  is  a 
smaller  commuter  diesel  system. 

In  the  Chicago  area  the  new  and  remanufactured  rail 
transit  cars  for  the  $380  million  contract  for  northeast 
Illinois'  commuter  rail  authority  will  be  built  in  part  of  an 
old  Pullman  car  factory  closed  since  1986.  mk  is  renovat- 
ing this  factory  for  $10  million,  and  it  has  to  deliver  its  first 
car  by  late  1993  and  the  first  batch  of  173  new  cars  by  late 
1995.  MK  hopes  to  build  118  new  cars  for  the  Chicago 
Transit  Authority  as  well  in  the  former  Pullman  plant.  "It's 
a  very  fast  timetable,"  concedes  Agee. 

In  California  many  manufacturers  are  pulling  out  where 
they  can,  driven  away  by  the  state's  high  taxes  and 
excessive  regulation.  But  Agcc  plans  to  convert  an  aban- 
doned steel  warehouse  in  Pittsburg,  Calif ,  40  miles  cast  of 
San  Francisco.  After  renovating  and  equipping  the  build- 
ing at  a  cost  of  over  $2  million,  mk  is  scheduled  to  deliver 
tlie  protot)'pe  Caltrans  car  in  the  third  quarter  of  1 993  and 
complete  the  order  of  88  by  late  1994.  In  addition,  80  cars 
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for  BART  have  to  be  delivered  by  the  end  of  1995. 

Troubles  have  already  erupted.  Morrison  Knudsen's 
Hornell  plant,  near  Elmira,  N.Y.,  got  into  trouble  starting 
up  remanufacturing  750  transit  cars  for  New  York  in  1990 
and  took  a  significant  hit  to  earnings  that  year.  And  mk 
mistimed  its  investment  in  a  plant  at  Mountaintop,  Pa.  It 
was  renovated  in  1989  at  a  cost  of  SIO  million  and 
remanufactured  50  locomotives  for  CSX.  The  plant  was 
temporarily  closed  last  year,  and  mk  laid  off  1 50  people.  To 
fill  in,  says  Agee,  Mountaintop  recently  took  on  rebuilding 
mobile  lounges  from  Wvtshington's  Dulles  International 
Airport. 

Clearly,  finding  the  engineering  and  management  staff 
for  these  projects  is  not  going  to  be  easy,  cither,  .mk  Transit 
Systems  division  says  it  has  just  24  top  managers  with 
substantial  experience  in  the  transit  field.  Most  of  the 
engineering  for  all  these  projects  will  be  done  at  Hornell, 
and  many  of  the  160  engineers  from  there,  as  well  as 
superN'isors  and  foremen,  will  end  up  being  transferred 
from  there  and  Mountaintop  to  the  new  sites.  Finding  and 
training  the  rest  of  the  skilled  workers  required  will  also  be 
far  from  simple  or  cheap,  especially  in  northern  California. 

Real  profits  from  most  of  these  projects  are  at  least  \ears 
away.  Faced  meanwhile  with  the  long-term  costs  of 
building  an  organization  to  achieve  his  ambitious  pur- 
poses, Agee  has  begun  capitalizing  development  costs 
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instead  of  expensing  them.  He  capitalized  $4.7  million  of 
expenses  on  such  projects  as  the  proposed  Texas  high- 
speed line  during  1991;  if  it  had  been  expensed,  it  would 
have  lowered  net  earnings  to  about  $32  million.  In  all,  he 
may  capitalize  $15  million  to  $20  miUion  on  this  very 
uncertain  project,  according  to  Alex.  Brown  &  Sons. 
Another  $30  million  or  so  in  deferred  costs  from  other 
recent  projects  are  contained  in  MK's  financial  statements. 

Capitalizing  costs  is  under  many  conditions  a  legitimate 
procedure,  but  it  can  also  be  a  time  bomb  ticking  away  if 
the  capitalized  project  fails.  In  that  case,  the  capitalized 
costs  must  be  written  off — and  what  had  appeared  as  an 
asset  on  the  balance  sheet  vanishes. 

In  dealing  with  these  problems  and  their  inevitable 
impact  on  profits.  Bill  Agee's  bookkeeping  skills  come  in 
handy.  Going  all  the  way  back  to  his  days  at  Boise  Cascade, 
he  knew  a  lot  about  how  to  put  the  best  possible  face  on 
earnings.  No  surprise,  then,  that  most  of  Morrison  Knud- 
sen's  1991  earnings  came  from  financial  transactions 
rather  than  from  the  core  business. 

Last  year  was  hardly  a  banner  one  for  the  company,  mk's 
operating  earnings  of  %77  million  in  1991  were  down 
fi-om  $98  million  in  1989  and  $92  million  in  1990.  On 
revenues  of  $2  billion,  net  income  was  $35  million,  against 
$34  million  and  $36  million  respectively.  In  1991  more 
than  half  of  net  income  came  fi-om  dividends  and  sale  of 


securities;  under  Agee,  Morrison  Knudsen  has  invested 
heavily  in  bank,  utilit}'  and  industrial  preferred  stocks  and 
short-term  money  market  accounts.  Another  $4  million 
came  from  selling  one  of  the  company's  Falcon  50  corpo- 
rate jets  at  a  price  higher  than  its  written-down  value. 

First-quarter  earnings  for  1992  were  even  less  promis- 
ing at  $6.4  million,  or  44  cents  per  share,  down  fi-om  $8.9 
million,  or  71  cents,  for  the  same  quarter  a  year  ago; 
revenues,  at  just  short  of  $500  million,  were  up  10%.  It 
appears  that  75%,  and  maybe  more,  of  earnings  came  fi-om 
investment  income. 

The  money  to  finance  these  investments  came  from  S78 
million  Agee  raised  in  1991  in  a  stock  offering  and  another 
$166  million  through  a  debt  instrument  fi-om  Merrill 
Lynch  known  as  Liquid  Yield  Option  Notes — LYONS. 

Agee's  use  of  Lyons  illustrates  his  fondness  for  esoteric 
financial  dealings,  lyons  are  simply  zero  coupon  convert- 
ibles. The  Morrison  Knudsen  converts,  maturing  in  2005, 
accrue  interest  at  7.25%  and  are  convertible  into  6.2  shares 
of  common  stock. 

The  beauty  of  the  deal  from  the  company's  point  of  \iew 
is  that  the  proceeds  of  the  issue  are  invested  in  securities 
that  produce  cash  income,  but  the  issue  requires  no  cash 
ouday  on  the  company's  part  until  2005  and  provides  mk  a 
tax  benefit.  This  is  an  ideal  situation  for  a  company  that  is 
burning  up  cash  through  capitalizing  expenses. 

The  convertibility'  of  the  issue  poses  an  eventual  threat 
of  about  a  1 0%  dilution  of  common  earnings  per  share ,  but 
until  conversion  takes  place  there  is  no  dilution.  This 
because  it  won't  be  worthwhile  for  LYON-holders  to 
convert  unless  the  stock — at  a  recent  48,  before  the 
announced  2-for-l  split — goes  up  by  about  half 

However,  there  is  also  a  downside  for  the  company.  If 
Agee  cannot  translate  his  big  backlog  into  profits — or  if 
the  stock  market  collapses — the  lyons  may  not  be  con- 
verted for  years.  The  result  would  be  to  saddle  the 
company  with  a  lot  of  long-term  debt  at  the  same  time  as  it 
faces  writedowns  of  capitalized  expenses. 

What  are  the  prospects  for  making  the  backlog  pay  oflf? 
Agee  has  pushed  Morrison  Knudsen  into  treacherous 
territory.  Billions  have  been  lost  in  the  U.S.  on  dream 
projects  for  dealing  with  urban  transportation  problems. 
Moreover,  Morrison  Knudsen's  chances  have  not  been 
improved  by  Agee's  imperious  management  st>'le.  Morri- 
son Knudsen  is  a  public  company  with  10,820  stockhold- 
ers; Agee  and  wife  Mar\'  own  just  1.1%  of  the  stock,  but 
there  is  no  doubt  about  who  is  running  the  company.  It  is 
Agee.  Agee's  friend  Peter  Ueberroth,  former  baseball 
commissioner,  now  heads  the  compensation  committee. 
Agee  has  virtually  replaced  the  old  board,  adding  ftiends 
such  as  Gerard  Roche,  the  man  who  helped  Mar\'  Cun- 
ningham Agee  get  a  job  at  Joseph  F^.  Seagram  &:  Sons  after 
she  was  ousted  from  Bendix. 

The  Agee  st)'le  has  not  endeared  him  to  many  of  his 
executives.  With  earnings  down,  he  has  frozen  top  execu- 
tives' salaries.  But  his  own  compensation,  thanks  to  a  hefty 
bonus,  doubled  in  1991,  to  $2  million.  Agee  has  replaced 
the  retirement  plan  with  a  401(k^  program.  That  particu- 
larly hits  older  staft'  close  to  retirement,  who  will  get 
considerably  less  benefits  than  they  had  expected. 

Rubbing  salt  into  the  wounds,  Agee  has  negotiated  a 
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supplement  to  his  own  pen- 
sion plan  guaranteeing  it 
will  be  45%  of  his  average 
annual  compensation.  The 
board  members  he  brought 
in  may  get  about  $15,000  a 
year  in  retirement  pay. 

Inevitably  in  companies 
that  experience  major 
changes  in  management, 
there  will  be  a  lot  of  firings, 
but  the  turnover  at  mk 
seems  to  have  been  particu- 
larly high.  The  departure 
list  includes  a  dozen  or 
more  top  construction 
bosses  and  two  comptrol- 
lers, two  treasurers  and  one 
chief  financial  officer.  One 
of  the  departed  comptrol- 
lers, Kenneth  Jantz,  is  con- 
sidered in  the  business  to  be 
one  of  the  smartest  con- 
struction and  engineering  comptrollers  in  the  U.S.  He  is 
now  a  vice  president  at  a  subsidiary  of  respected  construc- 
tion company  Peter  Kiewit  Sons'. 

Many  executives  pushed  out  have  ("voluntarily,"  ac- 
cording to  the  company)  signed  confidentiality  contracts 
banning  them  from  discussing  or  maligning  Agee  or 
Morrison  Knudsen.  Those  who  break  the  agreement  risk 
paying  penalties  that  the  company  says  run  from  $10,000 
to  $25,000. 

An  atmosphere  close  to  paranoia  pervades  the  company 
today.  Soon  after  Forbes  questioned  the  company  about 
wiretaps  of  staff,  Morrison  Knudsen  issued  a  press  release 
acknowledging  that  the  company  had  monitored  phone 
calls  of  at  least  three  employees.  The  company  denies  any 
intentional  wrongdoing,  but  the  Federal  Bureau  of  Inves- 
tigation is  probing  allegations  that  wiretaps  were  instigat- 
ed by  the  Agees. 

Top  victim  for  the  wiretapping  was  Edward  Stimpson,  a 
respected  Washington  lobbyist  who  is  now  head  of  the 
General  Aviation  Manufacturers  Association.  Stimpson 
was  hired  by  Agee  to  lobby  for  the  company  in  Washing- 
ton, DC.  but  was  laid  ofi  last  Sept.  6  with  about  80  other 
MK  employees.  Stimpson,  like  many  other  ousted  MK 
executives,  refused  to  talk  to  Forbhs. 

Flmployccs,  past  and  present,  who  were  willing  to  talk 
on  condition  of  anonymity  blame  Mar\'  ("lunningham 
Agee  for  some  of  the  low  morale  at  the  company.  The 
company  insists  that  she  has  nt)  role  other  than  to  dispense 
MK  funds  for  charity.  So  sensitive  are  the  Agees  on  this 


I  point  that  Mrs.  Agee  had  a 
high-powered  lawyer  write 
Forbes  a  letter  threatening 
us  with  legal  action  if  we 
attributed  any  manage- 
ment role  to  Mar\'  Cun- 
ningham Agee. 

At  the  very  least,  howev- 
er, Mary  Cunningham 
Agee  has  made  what  many 
employees  say  is  her  imperi- 
al presence  felt  at  the  com- 
pany. Sources  report  that 
soon  after  Agee  took  over, 
his  wife  redecorated  one  of 
the  corporate  jets.  The 
company  denies  it,  but 
sources  say  that  several  of 
Bill  Agee's  secretaries  have 
left:  because  of  his  wife's 
unreasonable  demands,  in- 
cluding organizing  outings 
for  die  couple's  children. 

People  who  should  know 
say  that  when  the  couple 
travels  on  the  company's 
new  Falcon  900  business 
jet,  she  demands  elaborate 
catered  meals  on  fine  china 
and  Waterford  cnstal.  Not 
so,  says  the  company;  Ken- 
tuck}'  Fried  Chicken  pro- 
vides the  airborne  meals.  Pheasant  under  glass  or  Ken- 
tucky Fried  Chicken,  such  tales,  whether  true,  partly  true 
or  merely  apocryphal,  illustrate  the  damage  an  autocratic 
boss  can  do  to  the  happiness  of  people  he  needs  to  help 
him  through  tricky  times. 

Although  Bill  Agee  is  a  Boise  native,  he  and  his  wife  are 
increasingly  isolated  locally.  Unlike  former  mk  chief  execu- 
tives, Agee  hasn't  been  asked  to  sit  on  the  board  of  local 
West  One  Bancorp.  The  couple  spend  much  of  their  time 
at  their  remodeled  11,000-square-foot  home  at  the  Peb- 
ble Beach  golf  course  in  California. 

The  incident  of  the  1992  annual  meeting  was  revealing. 
Here's  what  happened: 

Instead  of  holding  it  in  Morrison  Knudsen's  proud 
hometown  of  Boise,  as  it  had  been  for  years,  Agcc  moved 
the  meeting  to  Boston,  2,000  miles  away.  A  lot  of  the 
home  folks  own  stock  in  MK  and  were  mitfed,  but  Agee  was 
unapologctic.  He  said  that  holders  of  about  20%  of  the 
companv's  shares  are  from  the  Boston  area  and  .MK  has 
several  big  projects  there. 

Mary  Cunningham  Agee,  attending  the  Boston  session 
with  her  6-ycar-old  daughter  and  4  year  (^Id  si>n,  revealed 
a  ditVerent  reason  for  the  shift  in  venue.  She  told  a  Forbes 
rept)rter  that  she  had  been  concerned  that  her  children 
might  hear  hostile  comments  directed  at  their  father. 

In  Boston  all  w  cut  quietly.  lust  30  sharehi>lders  showed 
up,  and  the  business  lasted  20  minutes.  But  what  does  it 
sav  about  the  management  of  a  ctMupany  that  is  cmbar 
rassed  to  lK>ld  a  mectinn  in  its  in\  n  hometmvn.'  HI 
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The  World's  Toughest  4x4  IsTlie  Only  One  With  A  Soft  Spot. 


The  New  Jeep^  Grand  Cherokee  Limited 


TheresOnly  One  Jeep* 
Advantage:  C&ysler 


Chrysler's  Owner's  Choice  Protection  Plan  includes:  7  year/TO.OOO-mile  powertrain  pr\Mection  or  3-year/36.000-inile  humpet^ 

• )   to-bumper  warranty  Your  choice.  And  with  no  deductible.  See  limited  warranties,  restrictions,  and  details  at  dealer.  Excludes 

normal  maintenance,  adjustments,  and  wear  items.  For  further  information  about  Jeep  Grand  Cherokee,  call  1-800- JEEP-EAGLE. 

Jeep  is  a  registered  trademark  of  Chrysler  Corporation.  Buckle  up  for  safety. 
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Mikhail  Gorbachev  says  his  successor, 
Boris  Yeltsin,  is  going  too  fast  in  introducing 
a  market  economy  in  Russia. 

Yeltsin . . .  has 
made  mistakes, 
serious  mistakes" 


By  Paul  Klebnikov 

Embarking  on  a  path  of  economic 
reform  in  1985,  General  Secretary  of 
the  Communist  Party  Mikhail  Gorba- 
chev found  that — perhaps  without 
meaning  to — he  had  set  his  country 
on  the  road  to  political  democracy  as 
well.  But  whether  or  not  he  really 
intended  to  bring  political  democracy 
to  Russia,  a  lot  of  people  in  the  West 
give  him  credit  for  setting  free  the 


former  vassals  of  the  Evil  Empire. 

Thus  his  Western  admirers  tend  to 
overlook  the  fact  that  Gorbachev  re- 
mains a  communist  and  defends  Le- 
nin. In  a  brief  inter\'iew  at  Radio  Git}' 
Music  Hall,  before  appearing  at 
FoPLBES'  75th  anniversary  celebration 
in  mid-May,  Gorbachev  blamed  his 
party's  failures  on  Stalinism,  criticized 
his  successor  Boris  Yeltsin  for  pushing 


Former 

Soviet  President 
Mikhail  Gorbachev 
"If  you  don't  act 
intelligently,  if 
you  become  a 
political  cowboy 
at  this  crucial 
time,  you  can  ruin 
everything. . . 


reform  too  fast  and  urged  that  the 
West  help  minimize  the  shocks  of 
Russia's  transition  to  a  market  econo- 
my. He  was  interviewed  by  Malcolm 
S.  Forbes  Jr.,  James  W.  Michaels  and 
Paul  Klebnikov. 

Forbes:  In  1985  you  changed  the 
course  of  history.  Why  did  you 
break  so  decisively  with  the  past? 
At  that  time  everything  was  already 
fermenting  in  the  part}-,  in  the  coun- 
try and  in  society'.  The  Politburo  had 
become  a  council  of  elders.  The  whole 
system  was  ossifying,  and  it  was  neces- 
sar\'  to  change  it. 

The  aged  leadership  had  long  been 
a  problem.  Why  1985? 

You  know,  quantitative  accumulation 
always  reaches  a  point  of  critical  mass. 
It's  complicated  to  calculate  it  arith- 
metically. It  .v^as  a  complex  political 
process,  deriving  from  a  multitude  of 
factors  connected  with  the  correla- 
tion of  forces  in  the  Politburo,  the 
Central  Committee  and  the  mood  in 
societ\^  One  way  or  another,  some 
kind  of  resolution  was  necessar\'. 

Did  perestroika  go  the  way  you  had 
hoped  it  would  go? 

With  respect  to  general  principles, 
yes.  In  a  tactical  sense,  no. 

At  first  we  went  the  way  all  reform- 
ers had  gone  before  us.  We  began 
with  the  economy  and  with  the  idea  of 
accelerating  social-economic  prog- 
ress. We  began  the  modernization  of 
our  production  facilities  and  new 
technologies.  We  made  large  invest- 
ments in  microelectronics  and  ma- 
chine tools.  But  the  process  fizzled. 
We  got  some  results,  but  nothing 
conclusive.  It  became  clear  that  we 
had  to  do  something  about  propcrt>- 
relationships  and  generally  the  whole 
economic  system. 

That  was  the  first  tactical  adjust- 
ment that  we  had  to  make:  to  go  fiar 
political  reform. 

And  there  were  other  adjustments 
at  other  stages.  But  as  far  as  my  initial 
intentions,  from  the  vcn-  beginning  I 
was  for  profound  reforms.  No  patch 
up  reforms  would  ha\c  sufficed.  We 
needed  tiindamental  refomis,  the  ren- 
ovatii>n  i>f  the  whole  stKict\\ 

So  political  refomi  had  to  precede 
economic  reform. 
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They  travel  cross  country  and  across  the  Pacific  market- 
ing his  wines  to  fine  restaurants  anci  retailers.  Can  often  be 
found  at  gallery  exhibitions,  seeking  just  the  right  painting 
to  feature  on  his  next  wine  label.  Tap  to  the  sounds  of  jazz 
for  relaxation  and  rejuvenation.  And  are  fi-equently  seen  in 
the  company  of  his  eldest  daughter  and  business  associate, 
Kara,  who  has  followed  his  footsteps  into  the  business. 

The  Thatcher  firom  Bostonian.  As  worn  by  Robert  Pecota. 
winemaker,  jazz  aficionado,  proud  father,  and  proprietor  of 
Robert  Pecota  Winery,  Calistoga,  California. 


—0 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


For  the  retailer  nearest  you,  call  1-800-999-6780. 


Asissrr 


I  u  V  .  ."  -J  \  ^  learned  farom  our  cjwra 
cipc-e-.w  m  mc  dm  stages  of  refonn 
due  vk'e  bid  to  win  suppoct  firom 
bclcw* .  Wc  had  to  remove  the  party 
from  command  if  w^  w^re  going  to 
mdude  the  people  in  our  reforms  and 
create  democratic  institutions. 

Was  tbc  old  system  tiindomentolly 
flamed  or  was  it  an  okay  $\'stein  that 
siiBphr  had  been  unabte  to  adopt  to 
changing  technolc^y? 
It  >»"as  tundomcnralh"  flawed.  It  w^as  on 
ortiHcial.  Utopian  modd  that  was  im- 
posed on  >ociet>". 

Lenin  [had]  introduced  many  c^~ 
the  ekmenis  oi  a  faanh  command 
system  under  die  comfidons  aiwv, 
civil  war,  exnergency  and  inline,  and 
that  was  uwkistandabk.  But  to  real- 
ize the  pfinc^rfes  of  socnSsm>  to 
adtieve  die  democratiyation  that  is 
pcopounded  b%~  sodaist  theory — in 
this  he  £ttkd.  Lenin  himself  under- 
stood this  at  the  end  ofhb  fife,  but  he 
was  unable  to  act  oo  his  lealizatioo 
that  it  was  necessanr  to  change  the 
afifMroach  to  sodafism.  These  are  ver\' 
moportactt  words:  [speaks  siowi\-  for 
emphasis]  fimdunenc^  chai^  die 
approach  to  sodafism.  But  I  think  I 
undeistood  [Lenin]. 

You  arc  saying  that  Stalin  violated 
true  socialist  theory  and  perpetiiat- 
ed  what  had  been  meant  to  be  a 
ten^MMranr  command  s\^tem.  At 
the  some  time  you  remain  a  com- 
munist. In  that  connection,  what 
do  you  think  Boris  Yeltsin  is  trying 
to  achieve  as  president  of  Russia 
today? 

Ydtsin  is  lacing  a  kmg-ccrm  c^  if  bs 
priority  is  the  condnuibon  of  demo- 
cratic changes  and  reforms.  No  reli- 
uice  on  strong  authoritarian  pou^r 
wiH  save  him.  He  wiB  survive  and  have 
a  k»g  pofitkal  career  onh'  if  he  ts 
committed  to  democratic  change. 
When  he  begins  to  bck  tliisv  I  tlimk  he 
wil  lose.  Frankly,  I  dont  want  him  to 
lose.  It^s  not  a  matter  of  love  for  the 
man — in  politics  and  economics  there 
is  no  losi:  lost. 

It' at  this  dedsivc  stage  the  reforms 
are  derukd,  this  wtmiM  be  our 
common  deteat.  Ours  and  yours.  Al 
civilization^ 

Therefo-  ^  ^tidze  Yehsin  for  Ins 
rjkucal  v.s — sometimes     he 

dcKsc't  iukc    criticism],  but  it*s  too 


much  ot  a  luxun  to  have  such  a 
responsibility  and  to  be  free  from 
criticism.  [Also]  he  calls  himself  a 
democrat.  So  he  docai't  have  the 
right  to  choose  a  nondcmocratic  path 
of  economic  progress. 

What  do  you  mean  by  nondcmo- 
cratic path? 

Vm  m  favor  or"  adopting  a  rcfr)rm  that 
would  be  deasive  [\-et]  would  not 
produce  a  social  explosion.  That  is  the 
art  of  politics.  It  is  not  enough  to  be 
dcciiave  La  appearance  and  in  words. 
There  has  to  be  follow-through,  a 
commitx[M:nt  to  democratic  methods 
and  a  resohite  and  intelligent  impk- 
mentatkxi  of  polio. .  If  vxhi  don't  act 
intelligenth',  ifyoa  become  a  political 
cowboy  at  this  crucial  time,  you  can 
ruin  ever\Thing,  all  the  transforma- 
tions, all  that  we  have  achieved. 

Political  cowrboyr  You  mean  Yeltsin 
should  go  slower  in  reforming  the 
economy? 

Yeltsin  .  . .  has  made  mistakes,  serious 
mistakes:  with  respect  to  stimulating 
prochiction,  private  farming,  the  for- 
mation of  the  entrepreneurial  class, 
privatization  and  the  social  protection 
of  poor  people,  the  weak  strata  of 
sodetv".  These  are  mistakes  and  the> 
need  to  be  corrected .  -\nd  then  he  will 
be  able  to  continue  the  course.  The 
peopk  have  pulkd  in  their  behs.  They 
kxve  shown  a  lot  of  endurance.  It*s 
simph'  extraordinar\'.  But  one  can't 
make  the  only  priorit>~  the  budget 
deficit,  rather  than  the  producers  and 
the  people.  If  the  people  are  ruined 
and  one  tries  to  manipulate  the  mac- 
rocconomy,  that  is  neither  economics 
nor  politics. 

Do  >-ou  mean  Yeltsin  is  \ielding  too 
much  to  the  International  Mone- 
tary- Fund's  insistence  on  strict 
monetaiy-  and  economic  disdpliner 
Well,  Yeitsm  said  that  we  won't  be 
blind  executors  of  the  lvif's  adxice. 
It's  itnfMxtant  tlut  he  sticks  to  those 
words.  I  observed  that  at  the  coodud- 
ir^  session  of  the  Congress  of  Peo- 
ple's I>cputies  of  Russia,  Yeltsin  said 
thit  he  wrkomcs  the  cxxiperation  of 
the  Congress,  the  Supreme  S*.niei  of 
Russia  and  the  go\xrmment-  It  was  a 
conciliaax\  speech.  He  called  tvx^  s».v 
aet>  to  rolh  arv^und  at  this  crucial 
stage.  It  w~as  an  intelligent  speech.  But 


a  week  later  he  declared  that  the 
Congress  of  People's  Deputies  should 
be  dissolved. 

The  IMF  is  the  equivalent  of  a 
doctor  200  years  ago  recommend- 
ing curing  sickness  by  bleeding  the 
patient- 

At  that  time,  that  doctor  did  not  have 
any  other  means  available  to  him.  You 
know,  [the  IMF  program]  reminds  me 
of  a  form  of  neo-Bobhcvism.  \Miy  do 
I  say  this?  Stalin  imposed  an  artificial, 
unrealistic  model,  and  here,  too,  they 
invented  an  artificial  model  and  want 
to  impose  it  on  300  million  people. 
That's  just  not  serious. 

What  should  the  West  be  doing? 
First  of  all,  support  democrao .  De- 
mocrao  muse  find  its  own  mecha 
nisms,  its  own  mainsprii^  but  we 
have  to  help  set  it  in  motion.  And, 
therefore,  do  wiiotevcr  is  necessar>'  for 
the  stabilization  of  the  ruble  or  sup- 
porting the  balance  of  pa^inents,  so 
that  imports  are  not  reduced  and  the 
decline  of  prodoctioa  is  not  acceler- 
ated. Then  there  is  straightfonvard 
aid  with  food  and  medkine.  This  is  all 
necessarv  at  this  phase.  Afrerwards,  i 
we  will  need  joint  projects  and  joint  ^ 
x-entures  in  energy,  tr»isportation, 
the  formation  of  the  infiastrucrure  of 
the  market  economy,  the  preparation 
of  cadres.  ' 

There  should  be  no  hesitations.) 
None.  If  democracy-  loses  in  Russia,  it 
will  be  our  mutual  defoat.  I  will  sa\ 
that  m  [the  U.S.]  Congress,  Because 
the\-  seem  to  be  v^adUatu^e. 

There  seem  to  be  twx^  paths  for  die 
U.S.  One  is  p*ssi>ity.  which  wx 
adopted  tow-ard  Weimar  Germany. 
The  other  is  ncHxe  active  assistance. 
w  hich  we  provided  to  the  Federa 
Republic  of  Germany  and  Westcrr 
Europe  after  Wocid  War  II.  .\re  w » 
being  too  passive  nowr  with  Russia 
If  [the  West]  had  acted  quicker  dur- 
ing my  \isit  tv  "  .ar,  >'Oi 
could  havxraw.,.,..  ....  ........ 

I  say  [to  >\xil;  Let  us  not  N-adl 
late  -  - .  [aid  iv>  the  tvxmer  Sonic 
Unio«I  will  be  the  awst  ertecrivi 
investment — an  in\xstiiKnt  in  dc 
nKvraok-  Ptv>babl>"  the  pi^ 
need  tc»  be  shaken  up  -^  "^ '  '  v...viv. 
stand  that  the  w\>rid  i-  .  ig-  VV 

neevi  a  clv^bol  cvxviOkHisness.         ■ 
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By  Mary  Ramond 


Two  years  ago  Jamaica's  govern- 
ment changed  the  country's  eco- 
nomic direction.  No  more  currency 
controls,  subsidies,  trade  protection. 
Deregulate  and  privatize  became  the 
buzz  words.  Today  this  country  is  cre- 
ating a  boom  in  exports:  not  just  baux- 
ite, but  clothing,  information  services, 
oranges,  coffee  and  more. 

You  might  not  see  this  in  Jamaica's 
inflation,  hovering  around  60%,  or  in 
the  value  of  its  currency,  sinking  daily, 
or  in  the  shifting  mood  of  its  voters.  A 
deeper  look  reveals  a  resource-rich 
nation  30  years  away  from  its  protec- 
tive colonial  ties  and  just  two  years  out 
of  a  tightly  regulated,  government- 
controlled  economy.  True,  from  the 
grocery  bag  to  the  electric  bill,  prices 
are  rising.  Jamaica  has  begun  the  tran- 
sition to  a  market  economy  and  the 
move  hurts. 

Even  so,  the  country's  service 
industries — tourism,  data  processing, 
banking,  insurance — are  moving  into 
new  overseas  markets  and  adding  up 
record  earnings.  Mining — bauxite  and 
alumina  alone  brought  in  US$728  mil- 
lion in  1990 — is  finding  new  foreign 
buyers.  Manufacturing,  the  apparel 
industry,  has  nearly  doubled  sales  to 
the  European  Community  since  1989. 
Changing  times,  according  to  one 
business  leader,  demand  that 
Jamaican  businesses  become  part  of 
the  global  market. 

Perhaps  most  impressive  is 
Jamaica's  green  revolution.  Reversing 


years  of  declining  agricultural  produc- 
tion, today's  growers — from  the 
farmer  with  50  acres  to  the  agro-indus- 
try company  with  5,000 — are  bringing 
more  land  under  cultivation,  adding 
new  crops  and  reaching  out  to  markets 
in  the  U.S.,  Great  Britain  and  Europe. 
Temporarily  stalled  in  1988  when 
Hurricane  Gilbert  flattened  crops,  agri- 
culture is  firmly  back  on  track. 

Taking  Govemntent  Out 
Of  Business 

To  move  Jamaica  into  a  genuine 
market  economy,  the  government  has 
had  to  drop  currency  controls,  which  it 


finished  phasing  out  in  October  1991. 
The  phaseout  of  agricultural  subsidies 
is  now  under  way.  Divestment — sell- 
ing or  leasing  the  vast  mix  of  land  and 
enterprises  that  the  government  had 
acquired  in  the  30  years  since  indepen- 
dence— will  lake  longer.  While  Prime 
Minister  Michael  Manley,  who  set 
Jamaica  on  its  course  to  a  free  market, 
was  forced  by  ill  health  to  leave  office 
in  March,  there's  no  likelihood  of  a 
change  in  direction.  His  successor,  a 
former  Finance  Minister  and  Deputy 
Prime  Minister.  P.J.  Patterson,  was 


Advertisement  2 

one  of  the  plan's  architects. 

The  National  Investment  Bank  of 
Jamaica,  government's  investment 
banker,  is  charged  with  taking  its  assets 
to  market.  Those  assets  include  the 
national  airline  Air  Jamaica,  the 
Government  Printing  Office,  prime  agri- 
cultural land  and  businesses  from  banks 
down  to  garbage  collection  services. 
Assets  also  included  14  hotels,  all  now 
sold.  Among  26  developing  countries, 
according  to  World  Bank  data,  Jamaica 
ranks  first  in  the  number  of  state-owned 
enterprises  it  has  tagged  for  sale. 

Privatizing  for 
Productivity 

The  government's  divestment  of  its 
agricultural  land — it  has  leased  more 
than  32,000  acres  in  lots  of  400  to 
4,000  to  farmers,  professionals  and 
large  corporations — accounts  in  part 
for  the  green  revolution.  Where  only 
M'/r  of  that  land  had  been  in  use,  today 
more  than  689^.  22,000  acres,  is  in  pro- 
duction. And  output  per  acre  is  thought 
to  have  increased  more  than  20%. 

Consider  the  counuy's  biggest  mm 
producer  and  a  major  sugar  grower, 
Wray  &  Nephew  Group.  On  newly 
leased  4.000-acre  Holland  Estate, 

Agro-industry  pro- 
duces many  of  |antaica's 
star  exports. 


Jamaica 

Wray  &  Nephew  put  in  450  acres  of 
mango  trees,  making  it  that  fruit's 
largest  grower  in  Jamaica.  The  grower 
has  planted  1 60  acres  of  oranges  and  is 
planning  1(X)  acres  of  papaya.  On  com- 
pleting a  streamlined,  $550,000  pack- 
ing house,  it  will  begin  shipping 
500,000  boxes  of  mangoes  a  year. 
Today  the  company  is  talking  of  a  plant 
for  processing  purees  and  concentrates, 
all  headed  for  Europe.  "If  we  see  a 
market,"  says  Agricultural  Director 
Robert  Henriques,  "we're  going  to 
export  to  it." 

The  leading  citrus  grower.  United 
Estates,  with  2,000  acres  in  high-den- 
sity-planted oranges,  produced  a  mil- 
lion gallons  of  fresh  pasteurized  juice 
last  year.  Its  new  processing  plant  and 
newly  yielding  acreage  will  triple  pro- 
duction, about  70%  of  which  goes  to 
Europe  and  the  U.K.  The  rest  is  sold 
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in  local  shops.  United  wants  to 
become  a  citrus  producer  fully  inte- 
grated from  nursery  seedlings  to  fresh 
and  processed  fruit.  It  won't  grow 
what  it  can't  process. 

Jamaica  Orange  Company,  a  newly 
formed  joint  venture  between  the 
Kingston-based  National  Commercial 
Bank  and  a  partner  in  California's 
biggest  independent  citrus  company. 
Sequoia  Orange,  will  turn  3,000  acres 
on  the  island's  north  coast  into 
Valencia  and  Ortanique  groves  for 
shipping  to  international  markets. 

Not  everything's  coming  up 
oranges  in  Jamaica.  More  land  is 
going  into  bananas  to  sell  in  the  U.K. 
and  EC  markets.  "Jamaica  intends  to 
double  its  banana  production  over  the 
next  two  years  to  150,000  tons  a 
year,"  says  Charlie  Johnston,  chair- 
man of  Jamaica  Producers,  the  coun- 
try's  leading  banana  shipper  and  a 
backer  of  a  new  production  project. 

Yams,  peppers  and  other  vegetables 
are  crowding  into  ethnic  markets  in  the 
U.S..  U.K.  and  Canada.  Jamaica's 
prized  Blue  Mountain  coffee  produc- 
tion is  up  but  will  be  consumed  large- 
ly by  its  Japanese  market.  Tropical 
tlowers.  after  early  shipment  problems 
and  Hurricane  Gilbert  damage,  are 
finding  new  buyers. 

One  of  agro-industry's  most  sur- 
prising successes  is  Jamaica  Baiilers. 
a  chicken  hatchery  that  expanded  to 
feed  mills,  beef  cattle  and  t~ish  farm- 
ing. In  addition  to  paxiucing  440.1XK 
chickens  a  week  for  Uval  p<.Ms  and  i 
feedlot  of  3.200  cattle  mostly  for 
hotels,  its  fisher>  subsidiary.  .Aqualapia 
fiinns  2lX)  acres  underwater  to  pnxluci 
annually  6  million  jxHinds  of  talapia.  St 
Peter" s  fish.  Half  that  >jeld  g«.^s  to  mar 
ket  in  Jamaica  and  half  to  S>\it/erland 
Irance.  the  IIK.  and  the  U.S. 

Back  Office  to  North 
America 

Information  sei\icos.  which  ii 
Jamaica  translates  to  a>mpuier- based  o 
lelecommunications-aMated  activitie- 
faMu  simple  data  enir>  to  interactive 
imaging  and  fa^m  telephone  sales  u 
market  rcseareh.  nw\  well  becvMiK  thi; 
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ountry's  hottest  export.  What  began 
less  than  ten  years  ago  with  a  few 
pozen  operators  keying  coupon  infor- 
tnation  from  U.S.  manufacturers  into 
•iirly  Apples  or  IBM  clones  has  devel- 
f){3ed  into  a  strong  service  business. 

More  than  31  companies  employ  a 
otal  of  3,000  operators  to  edit  texts, 
•ncode  medical  information,  create 
cgal  abstracts  and  much  more.  The 
data  may  be  transmitted  by  satellite  to 
:lient  companies  in  the  U.S.  and 
Tanada  in  a  matter  of  hours  or  it  may 
36  air  freighted  days  later. 

This  was  only  the  beginning, 
(amaica  Digiport  International  (JDI), 
he  country's  state-of-the-telecommuni- 
;ations-art  industrial  park  that  opened 


three  years  ago  in  Montego  Bay,  is 
marketing  Jamaica's  information  ser- 
vices industry  overseas.  With  sophisti- 
cated imaging,  voice,  facsimile  and 
data  transmission  services — its  latest 
is  a  GIS  group,  geographic  informa- 
tion service  that  digitizes  map  informa- 
tion— JDI,  boasts  its  chief  executive 
Max  Wynter,  can  provide  the  back 


Jamaica    Calling 


J     9 


One  of  lamaica's  highly  skilled 
telemarketers 

"Good  morning.  This  is  Monica 
calling  from  Creative  Marketing  in 
Jamaica.  We  ship  tropical  flowers 
from  our  farms  directly  to  florists 
around  the  country.  We  are  current- 
ly calling  florists  to  identify  their 
needs  for  tropicals. 

"We  wholesale  our  tropicals  in 
combination  packs.  The  most  popu- 
lar— our  calypso  combo — contains 
pink  or  white  anthuriums,  red  or 
pink  ginger  and  yellow  heliconia. 

"Your  investment  is  only  $49 plus 
shipping  and  handling  for  delivery 
by  Federal  Express  right  to  your 
door!  Would  you  like  them  delivered 
by  Friday  of  ne.xt  week?  That's 
great.  Thank  you. " 

Monica's  island-lilted  English 
and  telephone  courtesy  unmistak- 


ably signal  Jamaica,  but  when  her 
sales  call  reaches  Kansas  City  or 
Albany,  she  sounds  as  if  she's 
merely  blocks  away.  Monica  and 
her  co-workers  are  AT&T-trained 
telemarketers  working  for  a  startup 
company  called  Creative  Marketing 
at  Jamaica's  teleport,  Jamaica 
Digiport  International,  Ltd. 

Here  in  the  Montego  Bay  Free 
Zone,  AT&T,  Britain's  Cable  and 
Wireless  and  Telecommunications 
of  Jamaica  jointly  created  the 
Caribbean's  first  teleport  in  1988. 
JDI's  high-speed  connections  and 
satellite  telecommunications  tech- 
nology equal  any  in  the  world.  That 
plus  Jamaica's  new  fiber-optic  link 
to  the  U.S.  permits  Monica  and  her 
colleagues  to  sell  flowers,  take 
hotel  reservations  or  answer  800- 
number  toll-free  calls  without  skip- 
ping a  beat. 

With  telemarketing  costs  here  a 
quarter  of  those  in  the  U.S.,  opera- 
tor-training programs  tailored  to  the 
needs  of  each  new  client  company, 
and  skilled  young  operators  who 
sound  as  if  they're  smiling  when 
they  say  "thank  you,"  telemarketing 
should  become  the  next  major  export 
of  Jamaica's  information  services 
industry. 


N     E 
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Call  your  travel  agent  or  SupeiClubs  at 

(800)  858-«X)9  VS. 

(800)  553-1320  Canada 

"-SupaOubs 

The  CarMeon's  Fnst  Ail-iiKhEive  Rescxto 


Advertisement  4 


WHERE  DOES  THE  FINEST  RUM 
IN  THE  WORLD  COME  FROM? 


Moscow 


Toronto 


Los  Angeles 


New  York 


Mexico  City 


Hamburg 


Appleton  Estate,  Jamaica.    Disfillfrs  of  the  world's  only  estate  rum  since  1 7'\9. 


Jamaica 


office  support  that  North  American 
businesses  seek  at  a  price  they  no 
longer  find  at  home. 

Playground  to  the  World 


Back  in  the  1950s  Jamaica  was 
known  as  a  playground  for  the  rich 
and  beautiful.  Its  small,  elegant  hotels 
attracted  mainly  select  groups  of  ele-' 
gant  people.  Now,  in  the  more  demo- 
cratic 1990s  singles  and  couples,  the 
not-necessarily  rich,  and  silk  shirts  tO' 
T-shirts  fill  guest  houses,  great  houses 
and  all-inclusive  pleasure  palaces. 
They  come  from  the  U.S.,  Canada  and 
the  U.K.,  as  they  have  for  years,  but, 
also  from  Germany,  France,  Italy, 
Japan  and  South  America. 

With  more  than  1.2  million  tourists 
and  cruise  ship  passengers  spending 
$740  million  (in  1990).  tourism  ranks 
as  one  of  Jamaica's  top  two  industries.' 
For  that  reason,  and  because  most  ofi 
the  business  is  locally  owned  and 
staffed.  Jamaicans  take  their  tourists 
seriously.  Pride  and  professionalism 

Discovery  Bay,  one  of  Jamaica's 
many  tourist  attractions 
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characterize  tourism  in  Jamaica,  for  it 
competes — as  a  leader — in  what  has 
lliecome  one  of  the  world's  biggest 
it)usinesses. 

Reggae  dance  contests  have  guests 
jumping  at  Sandals  Royal  Caribbean. 
Rasta  mixed-media  collages  light  up 
the  walls  of  SuperClubs'  Grand  Lido. 
Jamaican  hoteliers  put  their  own 
stamp  on  their  hospitality.  The  indus- 
try's two  titans,  John  Issa  of 
SuperClubs  and  Butch  Stewart  of 
Sandals,  have  set  out  to  export  that 
style  and  hospitality.  Not  content  with 
marketing  their  hotels  to  vacationers 
in  South  America,  Europe  and  North 
America,  Issa  has  opened  a  hotel  in 
nearby  Cuba  and  Stewart  has  opened 
one  each  in  the  Bahamas,  Antigua  and 
St.  Kitts. 


HR 
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Meanwhile  timeless  Tryall  near 
Montego  Bay  will  play  host  next 
winter,  as  it  did  this  past,  to  the 
$2.7-million  Johnny  Walker  World 
Championship,  golf's  richest  purse, 
and  down  the  road  Round  Hill  will 
simply  play  host  to  the  rich.  Contrast 
this  with  chewing  on  jerk  pork  and 
drinking  Red  Stripe  beer  under  a 
shade  tree  at  Montego  Bay's  Pork  Pit 
barbecue  and  you  have  one  of  the 


Rag    Trade    to    Riches 


While  they  may  not  be  Manhattan's  Seventh  Avenue,  Kingston's 
Garmex  and  Export  Free  Zones  form  the  heart  of  the  rag  trade 
— the  burgeoning  apparel  and  textile  industry — in  Jamaica. 
More  than  27,000  stitchers,  finishers  and  knitters  work  here  and 
^  in  factories  in  and  around  the  Montego  Bay  Free  Zone.  Before  the  U.S.  reces- 
sion set  in,  that  number  topped  32,000,  as  it  probably  will  again. 

Some  of  the  company  names — Hanes,  Maidenform,  Gitano,  Liz 
Claiborne — are  known  to  U.S.  shoppers.  Others  from  Hong  Kong,  Korea  and 
India  may  be  known  only  to  the  trade.  As  many  as  two-thirds  of  the  nearly 
200  factories  are  Jamaican  owned,  filling  contracts  for  overseas  clients.  The 
goods  they're  turning  out — shirts,  skirts,  dresses,  jeans,  gloves  and  sweaters 
— accounted  for  US$282  million  in  export  earnings  in  1990. 

Jamaica  today  is  the  second-largest  Caribbean  exporter  of  apparel  into  the 
U.S.,  a  position  it  has  "clawed  its  way  to"  in  the  words  of  Trade  Negotiator 
Ambassador  Peter  King,  by  consistently  increasing  investment  and  productivity. 

Driven  to  find  new  markets,  Jamaicans  have  joined  with  U.S.  manufactur- 
ers under  the  U.S.  807  trade  regulation  to  move  into  Europe.  U.S. 
manufacturers  cut  the  fabric  at  home,  send  it  to  Jamaica  for  assembly, 
return  it  to  the  U.S.,  then  ship  the  finished  product  to  Europe  for  sale.  In 
1990,  exports  to  Europe  amounted  to  over  US$28  million,  much,  but  not 
all,  in  combination  with  U.S.  business. 

But  the  North  American  Free  Trade  Agreement  (NAFTA),  says  King, 
could  threaten  the  life  of  the  apparel  industry  in  Jamaica,  as  well  as  the  indus- 
try's growth  in  neighboring  Caribbean  and  Central  American  countries, 
whose  developing  economies  see  their  young  apparel  industries  as  bootstrap 
operations.  So  Jamaica  is  spearheading  a  regional  effort  to  obtain  treatment 
equal  to  that  promised  its  competitor,  Mexico,  under  NAFTA,  and  to  win  a 
15-year  phaseout  of  special  treatment  under  the  Multi-Fiber  Arrangement  of 
the  General  Agreement  on  Tariffs  and  Trade,  thus  giving  the  industry  breath- 
ing time  to  develop. 


THE  CARIBBEAN'S  #1  f«i^  ALL-INCLUSIVE 
LUXURY  RESORTS  FOR  COUPLES  ONLY. 


All  \bu  Need  Is  Leva 

Every  tropical  pleasure,  eveiy  romantic 
fantasy  is  yours  at  Sandals.  And  it's 
aU  included  in  one  up-front  price.  Even 
tips.  So  whether  you  choose  one  of  the 
six  magnificent  beach  resorts  in  Jamaica 
or  the  newest  Sandals  in  Antigua,  the 
only  thing  you'll  spend  is  the  time  of  your  life. 
Romantic  candlelight  dining.  Crystal-clear 
waters  and  private  white-sand  beaches  that 
offer  every  watersport  under  the  sun,  including 
equipment  and  certified  instructors. 
And  only  at  Sandals  can  you  stay  at  one  of  our  Jamaican 
beach  resorts  and  er\joy  everything  that  all  six  offer 
Including  entertainment,  watersports  and  of  course, 
dining.  Giving  you  a  choice  of  22  gourmet  restaurants  to 
choose  from  each  ewning.  K  claim  no  other  resort  in  the 
world  but  Sandals  can  make.  GK-e  wurself  Sandals  and 
you'll  er^joy  the  most  romantic  all-inclusive  \'acation  wu 
can  find  for  love  or  money.  Contact  vour  travel 
agent  or  call  toll-free  1-800-SANDALS. ' 


SANDALS  MONTEGO  BAY  •  SASDALS  ROYAL  CARIBBEAN 

SANDALS  NEGRIL  •  SANDALS  OCHO  RIOS 

SANDALS  DUNN-S  RIVER  •  SANDALS  INN  •  SANDALS  ANTIGUA 

VSK/Cl  VACATIONS  15.  TOI  WTFIDWIDt  lttWESEVTATT\t  K*  SANDALS  IIESO«TS 
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Jamaica 


THE  RIGHT 
BUSINESS  CHOICE 


JDI,  an  AT&T  Joint  Venture 
Company,  provides  state-of- 
the-art  digital  voice  and  data 
communication  services  to 
your  off-shore  information 
processing  application  such  as: 

O  data  entry  and  imaging 

O  international  800 
customer  service  centers 

O  800  reservation/product 
fulfillment  centers 

O  text/medical  transcrip- 
tion processing 

Jamaica's  Free  Zones  offer 
attractive  economic  incentives, 
plus  JDI's  domestic  quality 
communications  and  AT&T 
end-to-end  guarantees,  allow 
North  America  business 
customers  to: 

O  operate  high  quality 
applications 

O  enjoy  large  cost  savings 

Call  our  Marketing  Director 
for  additional  information 
about  making  Jamaica  the 
/?/6'//r  Choice  for  your 
business. 

1  800  553-4937 


JAMAICA  niGIPORT  Iiitoniational,  ltd.  (JOD 
(An  ATOT,  C+W  and  TOj  Company) 


m 
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JH^fUt^Bmy          PM^ 

0oe,  dUal 

Stay  the  course  and  keep  fiscal  man- 
agement tight,  Jamaica  will  become 
the  economic  and  financial  center  ot 
the  Caribbean.  More  and  more 
investors  overseas. ..will  see  great 
opportunities  in  Jamaica."  O 


great  secrets  of  Jamaica's  success:  It 
has  something  for  everyone. 

Keeping  the  Pressure  On 

Jamaica's  business  community, 
often  through  the  blue-chip  Private 
Sector  Organization  of  Jamaica,  has 
urged  government  to  balance  its  bud- 
get through  cuts  in  spending  and 
through  cuts  in  the  size  of  government 
itself.  It  is  pushing  for  further  privati- 
zation of  properties  and  of  services, 
debt  reduction  and  the  elimination  of 
all  commodity  controls.  Here  business 
leaders  stay  in  day-to-day  contact, 
leaning  on  government  to  cut  red  tape, 
clean  up  corruption  and  keep  moving 
ahead. 

As  PSOJ  President  Dennis  Lalor 
said  in  a  recent  interview,  "If  we  can 


Mary  Ramond,  president  of  Caribbean 
Business  Development  in  New  York, 
writes  often  about  countries  of  the 
Caribbean. 


This  special  supplement  was 
sponsored  by: 

JAMPRO 

Jamaica's  Economic  Development 

Agency 
866  Second  Avenue 
New  York,  NY  10017 

For  information, 
call  Mr.  Derryck  Cox, 
Director,  North  America 
212-759-3588,  or 
fax  212-751-5819, 

or  contact: 

JAMPRO 

808  Ingraham  Building 

25  SE  Second  Avenue 

Miami,  PL  33131 

305-371-4405 

or  telephone  directly 
1-800-4JAMPRO. 
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In  Millions  (US$) 


Earnings 


Traditional 

Tourism 

Alumina 

Bauxite 

Sugar 

Bananas 

Nontraditional 


1981 


1985 


1990 


$  284.3 

$406.8 

$740.0 

588.9 

212.2 

625.3 

172.3 

77.5 

103.0 

46.5 

49.8 

85.8 

4.3 

4.2 

37.6 

1981 


1985 


1990 


Apparel 

$     7.2 

$ 

56.3 

$282.0 

Fresh  Produce 

8.1 

15.9 

17.2 

Data  Processing 

0.0 

5.6* 

10.0 

Ethanol 

0.0 

16.3 

20.8 

Rums  &  Liquors 

18.2 

12.4 

21.2 

Nonmetallic  Mineral  Prixlucts 

1.9 

2.0 

5.1 

Source:    Stalislical  Inslilulc 

or  Jamaica 
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^roud  old  Geo.  A.  Hormel  &  Co.  escaped  the  Eighties 
:onsolidation  wave.  But  is  the  Hormel  family 
low  loosening  its  grip  on  the  company? 

This  isn't 

Ross  Perot  and  GM" 


5y  Marcia  Berss 

The  constant  at  meat  producer 
aeo.  A.  Hormel  &  Co.  has  been 
"amily  control.  Even  today,  101  years 
ifter  George  Hormel  started  the  com- 
pany in  Austin,  Minn.,  over  half  of 
^ormel's  stock  is  controlled  by  the 
bunder's  heirs  and  other  insiders. 
Other  old-line  branded  food  compa- 
nies like  Kraft  and  Oscar  Mayer  lost 
their  independence  during  the  1980s 
takeover  wave.  Last  year  Hormel, 
fiercely  independent  as  ever,  earned  a 
record  $86  million  ($1.13  a  share)  on 
revenues  of  $2.8  billion. 

The  Hormel  family  has  kept  con- 
upol  of  the  company  but  long  ago  gave 
esponsibility  for  rurming  it  to  profes- 


sional managers.  The  man  in  charge 
since  1979  is  59-year-old  Richard 
Knowlton,  a  Hormel  lifer  who  started 
in  the  hog  kill.  When  Knowlton  took 
charge,  meatpackers  were  teetering 
under  high  hog  prices  and  rising  labor 
costs.  Knowlton  decided  to  close 
most  of  Hormel's  slaughtering  opera- 
tions, and  concentrated  on  producing 
and  distributing  branded  meat  prod- 
ucts. In  1985  he  braved  a  bitter,  13- 
month  strike  by  Hormel's  Austin 
plant  workers.  The  strike,  subject  of 
the  current  film  American  Dream, 
lowered  wage  costs  for  Hormel. 

These  were  difficult  decisions,  but 
by  making  them  Knowlton  has  creat- 


ed a  much  more  profitable  company. 
Hormel's  net  margins  have  climbed 
fi-om  the  2%  level  in  the  early  1980s  to 
the  3%  level  now.  That  single  percent- 
age point  increase  was  worth  an  extra 
$28  million  in  earnings  last  year.  By 
contrast,  meatpacker  IBP  Inc.,  which 
has  remained  in  slaughtering  and  has 
no  branded  goods,  nets  less  dian  1% 
on  sales. 

To  piggyback  on  Hormel's  estab- 
lished brand  names — including  Spam 
and  Dinty  Moore — Knowlton  has  set 
up  teams  to  develop  new  products. 
Each  team's  members  come  fi-om  the 
company's  research,  engineering,  op- 
erations and  marketing  divisions.  Says 


Hormel's  chief, 
Richard  Knowlton 
"We  don't  wait 
until  somebody 
in  engineering 
says,  1  can  build 
equipment  tlurt 
will  allow  you  to 
put  a  tunnel  of 
dille  down  ttie 
center  of  a 
iMtdog.'" 
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IF  YOU  THINK  HIGH  TECHNOLOGY  REQUIRES  INNOVATION  f^ 
IMAGINE  INSURING  IT.  Advanced  scientific  disciplines  like  solar  cell  technology  and  geneti 
engineering  are  exploding  with  possibilities.  And  fraught  with  hidden  risks.  The  professionals  at  AIG  Companies  wh 
underwrite  these  and  other  specialty  risks  possess  a  much-sought-after  talent:  the  ability  to  evaluate  the  unknown  am  ■" 


issess  businesses  on  the  cutting  edge  of  technology.  Over  the  years  we've  developed  the  necessary  rational  skills  and 
^  ^ntuitive  talents  to  a  degree  most  others  have  not.  It's  part  of  why  AIG  is  a  gbbal  organization  known  for  its  innovative 
urance  solutions.  Particularly  when  dealing  with  endeavors  as  complex  as  capturing  the  energy  of  the  sun. 

^VORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.  DepL  A,  70  Pine  Street.  New  York.  NY  10270. 


Knowlton:  "All  these  things  have  to 
be  done  simultaneously,  otherwise 
somebody  will  beat  you  to  the 
marketplace." 

Knowlton  encourages  the  teams  to 
take  risks,  so  the  record  is  a  mixture  of 
successes  and  failures.  Among  the 
more  successful  new  products  are  ba 
con,  97%-fat-free  hot  dogs,  and  Mi- 
cro Cup,  a  line  of  microwaveable  cups 
of  chili  and  lasagna  that  was  intro- 
duced in  1988. 

Among  the  disappointments  is 
Hormcl's  Top  Shelf  line  of  shelf-sta- 
ble microwaveable  entrees.  Knowlton 
says  the  problem  is  price.  Top  Shelf 
boneless  beef  ribs,  for  example,  cost 
$2.79  for  a  single  serving;  at  that  price 
many  Americans  would  rather  go  out 
for  a  fast-food  meal.  Knowlton  is  try- 
ing to  bring  the  line's  prices  below  $2 
per  serving  by  replacing  meat  dishes 
with  less  expensive  chicken  and  pasta. 

With  strong  brand  names,  only 
$28  million  ofdebt  and  $185  million 
($2.40  a  share)  of  cash  on  hand, 
Hormel  would  make  a  fine  acquisi- 
tion for  another  food  company — 
and  there  has  recently  been  some 
speculation  that  the  Hormel  family's 
grip   on   the   company   is   waning. 


c^ 


Austin,  Minn.  (pop.  22,000) 

After  a  bitter  strike,  a  strong  economy. 


Through  the  Hormel  Foundation, 
37.5%  of  the  company's  stock  is 
owned  by  founder  George  A.  Hor- 
mcl's three  grandsons:  George  Hor- 
mel II,  James  Hormel  and  Thomas 
Hormel,  whose  combined  stake  is 
worth  $507  million. 

Under  Knowlton's  management, 
Hormel's  stock  (recently  17%)  has 
increased  nearly  ninefold.  The  divi- 
dend has  grown  at  1 1  %  a  year,  to  a 


current  rate  of  36  cents  a  share.  Still,  ,  ;j$ 
the  grandsons,  all  of  whom  are  in  or 
near  their  60s,  want  the  Hormel 
Foundation  (which  holds  their  stock 
in  trust)  to  sell  off  some  Hormel 
stock — virtually  all  the  foundation's 
assets — and  diversify  its  portfolio.  But 
the  foundation's  directors  (Knowlton 
is  one)  say  the  bylaws  forbid  diversifi- 
cation. In  April  the  grandsons  sued 
the  foundation  to  force  the  issue. 

Does  this  legal  batde  preordain  the 
end  of  Hormel's  life  as  an  indepen- 
dent company?  Probably  not.  "We're 
not  unhappy  with  management,"  says  ^  ^ 
James  Hormel.  "This  isn't  Ross  Perot  ^'^-  ^ 
and  GM."  A  compromise — perhaps 
separating   voting   rights   ft-om    the 
ownership  of  the  heirs'  stock — can  • 
probably  be  worked  out. 

Knowlton,      meanwhile,       keeps  f 
working  to  'Jicrease  the  company's 
value.  He  says  he  is  ready  to  spend  up  > 
to  $600  million  for  a  food  company  'i  ^o 
with  sales  of  up  to  $1  billion.  Top  oft  nib 
his  shopping  list:  companies  making 
Hispanic  and  Oriental  items.  Judging 
from    Knowlton's   record,   the   best ' 
thing  the  Hormel  grandsons  might 
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do  is  forget  about  diversification  and  t^w 
hang  on  to  their  Hormel  stock. 
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The  Rebel. 


POWERED  BY 
MOTOROLA 


Once  again,  Canon  has  produced  a  revolutionary  camera.  And  it's  aptly 
named  the  EOS  Rebel. 


Mmciiib  t»itu^»n  nt>tknJl  hmlmarb  »ni  tk>  n«m<<  By  Kiftimlii  Itff  i> '  f  ainaatt  ,>r  Metmt:  (ai  AlUnmi  *»i  rnimi  aaam  a^^aanat  mikntitn  ^aliii^  lia*aniti  m 
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businesses  like  Stone  Container  are  doing  more 
to  rebuild  the  world's  forests  than  professional 
tree  huggers  with  their  noisy  rhetoric. 

New  growth 


?y  James  Cook 


Over  THE  past  50  years  Costa  Rica's 
tropical  forests  have  shrunk  by  nearly 
80%.  Environmentalists  like  to  use 

ound  bites  like  that  to  make  their 
:ase  that  greedy  capitalists  are  raping 

he  environment.  But  in  fact  it  is  an 
ibsence  of  capitalists  that  is  to  blame 
or  much  of  the  deforestation  in  Costa 
Kica  and  elsewhere  in  the  developing 
^vorld.   The  poor  people  who  live 

here  cut  down  their  forests  for  fuel, 
oflburn  them  down  to  flush  out  game  or 
to  clear  the  land  for  agriculture. 
Gerald  M.  Freeman  is  a  capitalist. 
istlHe  is  also  an  ecologist  who  is  doing 
more  than  most  environmental  activ- 
ists to  reverse  the  deforestation  pro- 
cess and  to  pump  more  oxygen  into 
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the  atmosphere. 

As  senior  vice  president  and  general 
manager  of  the  forest  products  divi- 
sion of  $5.7  billion  (revenues)  Stone 
Container  Corp.,  Freeman  is  in 
charge  of  the  company's  managed 
forest  programs.  Managed  forests, 
says  Freeman,  are  healthier,  more 
productive  and  less  likely  to  catch  fire 
than  forests  kept  forever  wild — wit- 
ness the  800,000  acres  burned  at 
Yellowstone  four  summers  ago. 
Thanks  to  managed  forests,  U.S.  tim- 
ber reserves  are  20%  larger  than  they 
were  20  years  ago,  despite  the  tre- 
mendous growth  in  demand  for  pulp, 
paper  and  other  forest  products  since 
that  time. 


Stone  Container  has  self-interested 
reasons  for  worr)'ing  about  the  state 
of  the  forests.  Unlike  Weyerhaeuser, 
International  Paper  and  most  of  its 
other  big  competitors.  Stone  has  vir- 
tually no  forest  reserves  of  its  own.  It 
depends  on  recycled  paper  for  rough- 
ly 30%  of  its  wood  fiber  needs  and 
buys  the  rest  on  the  open  market.  A 
steady  supply  of  good-qualit>\  rela- 
tively low-cost  pulp,  wood  and  wood 
chips  is  crucial  to  Stone's  long-term 
survival. 

For  over  a  decade  now,  the  compa- 
ny has  been  providing  agricultural 
consulting  services  to  some  3,800 
tree  farmers  who  control  about  1.7 
million  acres  in  the  southern  U.S.  But 


The  Cause. 


Motorola's  68HQ1  microcontroller  powers  the  Rebel's  most  radical  features.  From  cameras 
to  cars,  the  world's  most  innovative  products  are  powered  by  Motorola. 

^   MOTOROLA 

Microprocessor  and  Memory  Technologies  Group 
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What  state  is  your  capital  in  today? 


In  an  uncertain  economy,  you  need  to  make 
your  capital  go  further.  Which  is  why  many 
companies-who  had  owned  their  vehicles-are 
now  taking  advantage  of  a  Ryder  Full  Service 
Lease.  With  Ryder,  you  free  up  your  capital  to 
invest  in  your  business,  not  your  trucks. 

We  provide  custom-specified  vehicles  and 
a  preventive  maintenance*  program  that  keeps 
them  running  in  top  condition.  If  you  ever  net^d 
extra  trucks,  we  have  a  full  backup  fleet. 


And  to  increase  your  competitive  edge,  we 
handle  the  administrative  headaches  of 
licensing  and  permitting,  and  help  you  manage 
EPA  regulations,  new  technology,  and  labor 
issues. 

Call  us  at  1-800-952-9515,  ext.  103.  for  a  free 
"Lease  \ersus  Own  Analysis."  We  could  put  your 
capital  in  a  much  better      WU%FW%tCM%         ]]  C 
state.  And  put  you  in  a      K  ■  UKN*        il  J 
better  sUite  of  mind.  1-800-952-9515 
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Stone  Container 


what  has  Freeman  really  excited  these 
days  is  Ston  Forestal,  a  four-year-old 
reforestation  project  Stone  Container 
has  under  way  in  heavily  deforested 
Costa  Rica.  Freeman  says  the  60,000- 
acre  tree  farm  project  will  restore 
tropical  forests  that  disappeared  de- 
cades ago,  and  will  produce  pulp  for 
world  markets  on  a  continuous  ba- 
sis— "sustained  yield,"  as  the  industry 
called  it  long  before  sustainability  be- 
came an  environmental  buzzword. 

Stone's  Costa  Rican  reserve  was  a 
tropical  rain  forest  until  it  was  cleared 
for  homesteading  90  years  ago.  When 
the  farms  didn't  pay  out,  the  banana 
companies  took  over  the  land.  Then 
the  communists  tried  to  organize  the 
banana  workers  in  the  Fifties,  so  the 
banana  plantations,  too,  got  out. 
Within  a  few  years  the  land  reverted  to 
scrub  or  to  cattle  ranching. 

Starting  in  1988,  Stone  bought 
2,500  acres  of  land  and  is  leasing 
another  57,500  for  18  years  near  Pal- 
omar  Norte,  southwest  of  San  Jose.  In 
1989  it  began  planting  the  first  of  27 
million  £imelina  arborea  seedlings. 
The  £imelina  arborea  is  a  hardwood 
tree  native  to  India.  It  grows  so  rapid- 
ly that  you  can  practically  see  it  grow- 
ing. Given  the  right  soil  and  climate 
conditions,  such  trees  reach  90  feet  in 
height  and  as  much  as  22  inches  in 
diameter  inside  five  years.  In  that  time 
xhc^melina  will  yield  1 00  tons  an  acre 
of  harvcstable  pulpwood.  It  would 
require  40  years  to  produce  an  equal 
quantity  of  pulpwood  in  the  Ameri- 
can South,  70  years  in  the  American 
Northwest. 

With  17,000  acres  planted  so  tar 
and  another  7,000  ready  to  be  plant 
ed  by  early  June,  Stone's  {wsipimelinn 
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Reforesting 
Costa  Rica 
By  1995 

Stone  Container's 
60,000-acre 
gmelina  artMiea 
farm  in 
Costa  Rica 
will  be  producing 
600,000  tons 
of  pulpwood 
every  year. 


trees  will  be  harvested  in  1995;  there- 
after the  forest  should  yield  600,000 
tons  of  pulpwood  per  year.  Let  the 
trees  grow  four  or  five  years  longer, 
and  they're  big  enough  to  be  sawed 
into  lumber.  Freeman  says  he  expects 
to  grow  1 0%  to  1 5%  o^the  crop  for  the 
lumber  market. 

This  kind  of  enviromanagement  is 
not  inexpensive.  So  far  Stone  Con- 
tainer has  spent  $15  million  on  the 
project.  Although  the  first  harvest  is 
still  three  years  away,  the  project  al- 
ready has  provided  jobs  for  1,300 
people  and  pumps  $2.5  million  a  year 
into  the  Costa  PLican  economy.  Once 
the  first  crop  is  harx'ested,  the  countr\' 
should  earn  around  $  1 2  million  a  year 
from  exporting  the  pulpwood  into 
the  world  markets. 

Stone  has  been  tr\'ing  to  develop  a 
second  forest  reclamation  project  in 
Honduras,  but  it  has  been  stymied  by 
hard-line  environmentalists.  Stt)ne 
hoped  to  boost  the  volume  of  a  vast 
pine  fi)rest  in  the  La  Mo.squitia  region 
from  15  tons  of  pulpwood  m\  acre  to 
60  tons  on  a  sustained  yield  basis. 
The  project  would  mean  $20  million 


a  year  for  the  Honduran  economy. 
But  environmental  opponents 
charged  it  would  destroy  what  re- 
mained of  the  original  forest  and  sug- 
gested Stone  had  bribed  government 
officials  to  get  the  project  off  thc^ 
ground.  Both  charges,  says  Freeman^ 
are  false. 

Freeman  isn't  ginng  up  in  Hondu- 
ras. "We  were  in\ited  back  by  the 
Honduras  government,  and  \\e  ex- 
pect to  announce  a  new  agreement  at 
the  end  of  the  month,"  he  says.  "But 
we  expect  we'll  be  barragcd  again  by 
some  of  the  emironmcntalists." 

But  true  environmentalists  should 
rejoice.  Costa  Rican  forests  that  were 
destroyed  generations  ago  are  regen- 
erated; the  pressure  to  raze  existing 
original  forests  in  Costa  Rica  and 
elsewhere  is  reduced.  Young  forests 
absorb  more  carbon  dioxide  than  old 
forests  do  and  emit  more  atmosphere- 
refreshing  oxygen. 

Instead  of  agitating  for  more  gov- 
ernment controls,  perhaps  the  people 
meeting  in  Rio  de  Janeiro  to  discuss 
gU>bal  warming  ought  to  encourage 
projects  like  Stone  Container's.      Bl 
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BUICK  PARK  AVENUE: 

'The  Best 
American  Gir\41ue' 


—The  Complete  Car  Cost  Guide* 


Every  year,  IntelliChoice,    Lease  a  Park  Avenue  for  $399  a  month,    tailored  to  your  driving  needs. 


Eumple    : 


publisher  of  The  Complete 
Car  Cost  Guide,  issues  its 
independent  survey  of  the 
best  automotive  values,  it 
factors  in  not  just  purchase 
price,  but  also  the  cost  of 
depreciation,  financing,  insurance, 
fuel  and  taxes.  Its  conclusion?  The 


Down  Payment 

M,000 

*0 

36-Month, 

45,000-Mile 

Lease. 

«399 

•429' 

Down  payment  options  that 
fit  your  financial  plans. 
And  a  special  Luxury  Lease 
for  those  who  qualify. 

Visit  your  Buick  dealer 
now.  Because  while  Park 


Avenue  quality  and  value  may 
last... this  special  lease  offer  ends 


Right  now,  special  SmartLease^^ 
terms  make  it  even  easier  to  enjoy 
best  American  car  value  is  the  1992     Park  Avenue  luxury,  comfort,  safety     June  30.  For  more  information, 
Buick  Park  Avenue.  and  style.  With  3-year  terms  please  call  1-800-4A-BUICK. 

*77ie  Complele  Car  Cost  Guide  is  a  publication  of  InieiliChoice.  Inc..  San  Jose.  CA. 

"Tax.  license,  tille  lees  and  insurance  extra  GMAC  must  approve  lease  Examples  based  on  iVk  Avenue  with  the  SD  Option:  S27 .796  MSRP.  including  destiiulion 
charge  Option  to  purchase  at  lease  end  lor  S  12.508  20  Mileage  charge  ol  15  cents  per  mile  over  staled  maximum  Lessee  pays  for  excessive  wear  and  use  See  your 
participating  Buick  dealer  lor  qualification  details  May  not  be  available  with  other  incentives  from  Buick.  General  Motors  or  GMAC  Vbu  must  lake  delivery  Irani 
dealer  stock  by  June  30.  1992  Not  available  in  Alabama  and  Texas,  where  other  special  lease  terms  are  available    '  First  nionth  s  lease  pasTneni  o<  1398  &7.  phis 
M25  refundable  secunty  deposit  and  down  payment  of  $1,000  for  a  total  of  $1,823  87  due  at  lease  signing  Total  of  monthly  payments  is  $H  359.32      *  First  month's 
lease  payment  of  $428.71,  plus  $475  refundable  security  deposit  and  zero  down  payment  for  a  total  of  $903  71  due  at  lease'  signing.  1btal  of  monthfy  payments  is 
$15,433  56   Buckle  up.  America'  ©1992  GM  Corp  All  rights  reserved  Piirk  Avenue  is  a  registered  trademark  of  CM  Corp  r=^- 


BUICK 

The  NevN  Symbol  For  Quality 
In  America. 
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Who's  Who 
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If  there  were  a  "Who's  Who"  for 
Central  and  Eastern  Europe,  the  pub- 
lisher would  have  to  put  out  a  new 
^^^^^^^  edition  ainnost  every 
day. 

It  has  been  only 
Sonne  two  years  since 
the  dawn  of  the  free- 
nnarket  era. 

The         command 
economy  has  virtually 
ceased  to  exist,  even  in  the  country 
that  invented  it. 

The      Comecon      trading      bloc 
has   been  formally  dissolved,   docu- 
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menting  the  desire  of  each  member 
state  to  participate  more  fully  in  the 
world  economy.   ■ 

Both  East  and  West  stand  to 
benefit  from  the  trend  toward  closer 
commercial  ties. 

With  a  population  of  over  300 
million,  Eastern  Europe  represents  a 
huge  market  for  goods  and  services 
-  one  whose  potential  is  increasingly 
being  recognized  by  western  firms 
with  an  eye  to  the  future.  But  for  all 
the  new  opportunities,  times  of  sweep- 
ing change  are  also  times  of  risk.  The 
transition  to  a  market  economy  is  tak- 
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ing  on  different  forms  and  procee 
at  various  speeds  across  the  regii 

So  to  make  sure  that  the  urdofope 
tainties  of  doing  business  in  the 
remain    manageable,    western 
and  •  investors   need   more   than 
a  pioneer  spirit. 

If  you've  set  your  sights  on  k 
.term  success,  you'll  need  persistei  f^c 
unconventional   ideas  and   a  willi 
ness  to  implement  them  in  unorthoclht 
ways. 

And  you'll  have  to  find 
righi  local  partner  for  your  parti 
business  venture.  But  how  are  yoil" 
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w  who's  who  in  the  East?  And 
irp  are  the  prospects  best  for  the 
i  of  operation  you  have  in  nnind? 

Because  western  companies  find 
ifficult  to  assess  events  in  the  East 
n  a  distance,  they  do  the  logical 
ig  -  they  talk  to  us. 

Dresdner  Bank  has  a  tradition  of 
ellent  contacts  throughout  Central 
1  Eastern  Europe.  Indeed,  we  were 

first  West  European  bank  to  open 
oscow  office,  with  Warsaw,  Prague, 
japest,  St.  Petersburg  and  Kiev 
Dwing.  We  are  also  a  managing 
tner    in    a    Budapest    commercial 


institution,  BKD  Bank.  BNP-Dresdner 
Bank  (CSFR)  in  Prague  is  about  to 
follow,  and  expansion  to  other  cities 
is  planned  as  well. 

Thanks  to  this  longstanding  pres- 
ence and  our  first-hand  knowledge  of 
political  and  economic  developments, 
we  can  better  evaluate  the  opportuni- 
ties and  risks  awaiting  western  export- 
ers, importers  and  investors.  The  end 
result  is  practical  advice  tailored  to 
specific  business  needs. 

DOWC  Ost-West-Consult.  a  mem- 
ber of  the  Dresdner  Bank  Group,  focus- 
es exclusively  on  consulting  services 


for  companies  looking  to  do  business 
with  our  eastern  neighbors.  Our  con- 
sulting professionals  augment  their 
own  in-depth  experience  in  the  various 
national  business  environments  by 
tapping  the  resources  of  "drekontakt", 
a  kind  of  electronic  "Who's  Who"  for 
Central  and  Eastern  Europe  providing 
continuously  updated  information  on 
potential  partners  and  financing  strate- 
gies. If  you  would  like  to  know  who's 
who  in  Eastern  Europe,  there's  an  easy 
way  to  find  out. 

Talk  to  us.  You  can  find  us  in  more 
than  60  countries  throughout  the  world. 


Dresdner  Bank 
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Cable  TV  operators  are  finally  getting  interested  in  pay- 
per-view.  With  18  million  households  already  wired  and 
32  million  in  view,  the  market  is  too  enormous  to  ignore. 
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Money 
talks 

By  Lisa  Gubemick  and  Amy  Feldman 


Next  month  Time  Will  Tell,  an  inde- 
pendently produced  film  based  on 
reggae  singer  Bob  Marley's  life,  will 
have  its  debut  on  pay-per-view  cable 
television  before  it  opens  in  movie 
theaters.  "The  pay-per-view  commu- 
nity has  been  screaming  for 
something  like  this,"  says  ^^^"^ 
John  Scher,  president  of 
Polygram  Diversified  En- 
tertainment, which  is  pro- 
ducing the  event.  Polygram 
hopes  to  use  the  premiere 
to  get  attention  for  a  forth- 
coming collection  of  Mar- 
ley's  records. 

Only  a  few  years  ago  the 
idea  of  putting  films  on  TV 
ahead  of  in  movie  theaters 
was  unheard  of  It  would 
anger  theater  owners. 

But  money  talks.  Since 
1988  pay-per-view  reve- 
nues have  more  than  dou- 
bled, to  $388  million.  The 


potential  is  enormous:  According  to 
Paul  Kagan  Associates  Inc.,  18  mil- 
lion homes  can  now  order  up  pay-per- 
view  shows,  and  that  figure  is  expect- 
ed to  reach  32  million  households, 
paying  $1  billion,  by  1995. 


Pay-per-view  heavyweight  Evander  Holyfield 


As  recendy  as  1985  pay-per-\iew 
seemed  dead.  In  that  year  John  Ma- 
lone,  of  TCI,  the  country's  largest 
cable  operator,  told  Forbes:  "We 
don't  have  any  pay-per-uew  opera- 
tions, and  where  we've  found  them  in 
the  systems  we've  acquired^ 
I  we've  killed  them." 
I  Fast  forward  to  April 
i  1992.  TCI,  with  News 
Corp.,  picked  up  about  a 
S30  million  equit)'  stake  in 
Reiss  Media  Enterprises, 
one  of  the  two  major  pay- 
per-view  networks  and  a 
distributor  of  pay-per-vie^M 
programming. 

WTiat  changed  TCI'! 
mind.'  "There's  new  tech 
nologN'  on  the  horizon  thai" 
is  going  to  make  pay-per- 
view  enormously  profit 
able,"  says  Gregor\'  De 
Prez,  TCl's  Nice  president  o: 
pay-per-uew.  .Among  oth 
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The  Judds:  A  pay-por  view  farewell 
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Broadway  meets  TV  on  Jelly's  Last  Jam 
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ONE  THING  HASN'T  CHANGED 
IN  MORE  THAN  50  YEARS. 
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ij  It's  a  leadership  position  we've  earned  by: 


REDUaNG  COSTS  THROUGH  LOSS  PREVENTION 


Right  now,  Liberty's  research  center— the 
ily  one  of  its  kind— is  conducting  important 
search  on  workplace  conditions.  Our 
itional  network  of  750  local  loss  prevention 
ecialists  applies  that  knowledge  on  site  to 
;lp  customers  reduce  loss. 

)NTAINING  COSTS  THROUGH  CLAIMS  MANAGEMENT 

Liberty  has  always  been  the  leader  in  man- 
ned care.  Today  LibertyPREFERRED  CARE' 
our  national  PPO  net woric— provides  quality, 
)st-effective  care  for  injured  workers.  In  1991 
one,  our  medical  cost  containment  programs 
[ved  our  customers  $170  million.  And,  we've 
ken  effective  and  innovative  approaches. 


such  as  Special  Investigation  Units,  to  control 
the  cost  of  fraud. 

DEVELOPING  SOLUTIONS  FOR  A  TROUBLED  SYSTEM 

As  a  leader,  we  recognize  the  need  for 
change.  We've  developed  new  products,  such 
as  our  large  deductible  policy  and  Helmsman 
Service  plan,  as  alternatives  to  traditional 
workers  compensation  insurance.  We  are 
also  actively  working  both  nationally  and  at 
the  state  level  for  woricers  compensation  reform. 

PARTNERING  THROUGH  DIRECT  WRITING 

As  a  direct  writer,  we  are  able  to  woric  closer 
with  our  customers.  This  relationship 
builds  a  partnership  to  control  costs 

And  that's  what  makes       LIBERTV' 
us  a  leader  MUTUAL*- 


FACING  THE  ISSUES  THAT  FACE  OUR  CUSTOMERS 


I'^ity  Mutual  Insurance  Croup/Boston 


-^.   ---^ 


irit      W 

.■••WIS  (••»«««<«»^ 


.1  I.  Iit4l  «t  Ml  1. 1  .        , 

MP*  **■  sf rtt.iP4  w  ifH  M 

iKM«l|,. 

1<  •  «»»  I  f  I 

'ilf  «■■.  ■     i«i4  NViL 


'  *  ■••••• 


■  •■■■•■  ••  t ■•■«•■  ■ 


I  1    1    1  I 


%9    !■■■  ■••■■■  ■ 

■  ■■■■ 


•  # • t  -» 


II IW  •«  < 


r 

1 

Compulers  and  Communlcaliont 
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NEC  makes  a  hard  day's  work  a  little  easier. 
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Often,  a  day  at  the  office  runs  well  into 
the  night.  That's  one  of  the  reasons  NEC  places 
a  high  priority  on  user  comfort  and  safety  in  the 
development  of  new  products. 

We  call  this  people-minded  thinking  our 
ErgoDesign™  philosophy,  and  our  new  line  of 
MultiSync*  Monitors  is  a  prime  example. 

Their  reduced  ELF/VLF  emissions  meet 
the  strictest  safety  guidelines  in  the  world.  They're 
flicker-free,  with  anti-glare  protection  for  less  eyestrain.  A  tilt-swivel  base 
for  less  neckstrain.  An  anti-static  screen  coating  that  eliminates  dust  and 
static  shock.  And  up-front  controls  that  are  easy  to  reach  and  use. 

It's  no  wonder  you'll  see  NEC  products  in  corporations  large 
and  small.  In  public  and  private  institutions.  In  homes  across  the  country. 
At  NEC,  we  don't  consider  our  work  done  until,  we've  made  it  easier 
to  do  yours. 

For  more  information,  call  us  at  1-800-338-9549. 

MuhiSync  is  >  regisleted  trademark  and  ErgoDoign  is  •  trademark  of  NEC  Ibchnologies,  IfK 


NEC 


Caring  through  technology. 


Communications  •  Computers  •  Electron  Devices  •  Home  Entertainment. 
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Public  broadcasting  can  get 
education  reform  off  tbe  ground. 
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Whether  you're  building  coalitions, 
planning  model  schools,  or  addressing 
public  awareness,  public  broadcasting 
gives  you  the  power  to  turn  your  plans 
into  reality. 

How?  For  starters,  it's  the  world's 
largest  broadcasting  system.  Its  distributio 
channels  cover  96%  of  America's  househol 
reach  more  than  29  million  students,  and 
have  the  potential  to  connect  with  nearly 
every  classroom,  liome,  and  work  place 
in  America. 

Public  broadcasting  also  offers  teste 
products:  educational  prograiiiming  and 
tools  backed  by  more  than  30  years  of  positive 
experience  in  the  classroom.  It's  teaching 
physics  in  Kentucky,  geography  in  South 
Carolina,  reading  in  California,  andjapane; 
in  Nebraska.  It's  even  training  teachers  in 
New  York  and  providing  technical  training  td 
workers  in  Detroit. 

And  it's  doing  so  with  exciting, 
innovative  technology,  such  as  interactive  '  ""^' 
videodiscs  and  videocassettes;  computer  '  , 
networks;  two-way.  satellite-transmitted 
classes;  supplemental  teaching  guides  and  ' 
student  learning  materials:  as  well  as  over- 
the-air  broadcasting  and  cable. 

Public  broadcasting's  combination 
of  experience.  pn)gnimming .  technology, 
tools  —  and  distribution  ch;uinels  —  am 
help  get  education  Reform  off  tlie  gnnind. 

To  learn  how  public  bn)adcasting  can 
aid  your  education  reform  efforts,  write  to 
the  Cofporutiofifor Public Rnkukasting, 
P.O.  Box  549.  Alexatidria.  VA  22313. 
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Pay-per-view 

er  things,  new  fiber-optic  technol- 
)gies  (Forbes,  Apr.  13)  will  multiply 
he  number  of  available  channels  and 
i^ive  viewers  far  more  choice.  Cable 
operators  typically  devote  one  chan- 
nel to  24-hour  advertising  of  what's 
available  on  pay-per-view.  A  subscrib- 
r  can  order  up  a  pay-per-view  event 
)n  demand  simply  by  calling  the  local 
able  operator.  The  charge  is  added  to 
he  next  cable  bill — and  anything  that 
ubstantially  increases  that  bill  is  wel- 
omed  by  cable  operators. 
What  do  people  watch  on  pay-per- 


/iew.>  Mostly  sports.  At  roughly 
$^5.95,  boxing  matches  are  the  big- 
gest current  sellers,  accounting  for 
^7%  of  revenues,  followed  by  profes- 
sional wresding  (generally  $29.95), 
tvhich  is  16%  of  the  total  pay-per-view 
market.  Big  bouts  can  bring  big  mon- 
^y.  The  highly  promoted  Tyson- 
Holyfield  match  scheduled  last  No- 
vember was  expected  to  bring  in  $80 
million — before  it  was  canceled. 

ABC  and  Showtime  Event  Televi- 
sion just  announced  they  are  getting 
into  pay-per-view  via  the  low-end 
route.  This  fall  they  will  be  offering  an 
1 1  -week  pilot  of  regional  college 
botball.  Price:  under  $10  per  game. 

Cablevision  and  nbc  have  gambled 
that  pay-per-view  revenues  from  the 
Barcelona  Olympics  will  total  $250 
million.  That  assumes  2  million  peo- 
ple will  pay  $125  each  to  watch  con- 
inuous  coverage  of  specific  sports 
over  a  two-week  period.  At  that  high 
:irice,  this  will  be  a  major  test. 

Beyond  sports,  live  popular  music 
concerts  have  been  the  most  success- 
ful pay-per-view  events.  The  farewell 
tour  of  the  mother- daughter  country 
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singing  duo,  the  Judds,  in  December 
1991,  pulled  in  220,000  views,  1.2% 
of  addressable  households,  bringing 
in  over  $5  million  in  revenue. 

Cultural  programming  has  flopped 
so  far.  Last  fall's  Metropolitan  Opera 
25th  Anniversary'  pulled  just  34,000 
households  at  a  price  of  $34.95.  Two 
of  the  producers.  Polygram  and  nbc, 
lost  money  on  the  show,  but  Poly- 
gram isn't  giving  up. 

In  the  fall  Jelly's  Last  Jam,  a  musical 
based  on  the  life  of  Jelly  Roll  Morton, 
will  have  its  pay-per-view  debut.  It's 
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Under  $10  for  Texas  A&M  football  this  fall 


the  first  Broadway  show  to  be  offered 
on  a  pay  channel,  and,  at  $24.95, 
represents  about  a  50%  savings  on  a 
mezzanine  seat — and  viewers  don't 
have  to  be  worried  about  sitting  be- 
hind people  who  block  their  view. 

It  now  costs  as  Htde  as  $3.95  to 
order  up  a  fairly  recent  movie  at 
home.  Roughly  2.75  million  are  or- 
dered each  month.  The  problem  is 
that  the  movies  are  all  available  in 
video  stores  before  they  come  to  pay- 
per-view.  Even  so,  movie  rentals  total 
about  280  million  a  month — and  are 
still  growing. 

Why  not  brand-new  movies  on 
pay-per-view?  Simple  arithmetic. 
Moviemakers  get  80  cents  on  both 
home  videos  and  pay-per-views.  First- 
run  theater  tickets  kick  in  $2.75.  For 
now,  a  lot  more  people  are  going  to 
the  movies  and  renting  videos  than 
ordering  up  at  home  because  the 
technology'  hasn't  been  available. 
When  30  million  homes  are  wired,  the 
potential  will  be  too  enormous  to 
ignore.  Time  Will  Tell  could  be  a 
harbinger  of  bad  news  for  theater 
owners.  ^M 


Don't  buy 
life  insurance 
until  you  call 
1-800-552-3553. 

There's  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  High  immediate  Cash  Value 

•  Tax-deferred  Interest 

•  Full  Cost  Disclosure 

•  Direct-to-Consumer  Service 

Barron's,  The  Wall  Street  Journal, 
Money,  and  others  say  it's  important 
to  know  about  Low-Load  Universal  Life 
from  Ameritas  Life,  a  105-year-old 
mutual  company 

Call  today  for  your 
free  personal  proposal. 
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STARTING  YOUR  OWN  BUSINESS 


What  drives  a  man  to  start  a  business?  In  this  case, 
becoming  a  father,  but  not  for  the  reason  you  think. 

^Teople  thought 
I  was  nuts" 


By  Manjeet  Kripalani  and  Tatiana  Pouschine 
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From  surfing  to  adveftisinf  to  niiMiiig  a  $15  million  businoss. 
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Randall  Bourne  got  the  idea  for  hi 
business  when  he  became  a  father 
Like  most  proud  papas,  he  accumulai 
ed  dozens  of  snapshots  of  his  ncv 
daughter.  But  why  just  shove  them  ot 
in  a  drawer  somewhere?  Shoppinj 
around  for  frames  and  albums,  he  wa- 
disappointed  in  what  he  found.  Othe 
people,  he  reasoned,  must  have  simi 
lar  experiences.  Thus  was  bom  Expo 
sures  Inc.,  a  $15-million-a -year  busi 
ness  seUing  photo  frames  and  album 
via  mail-order  catalog. 

Like  e\er)'  entrepreneur  we've  eve 
met.  Bourne  drew  on  his  past  experi 
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ences.  An  amateur  photographer  an. 
dedicated  surfer,  he  staned  his  busi 
ness  life  with  a  litde  photo  studio  on 
block  from  California's  Manhattan 
Beach  in  1973,  atter  he  graduate' 
from  the  L'niversit\'  of  Southern  Cal 
fomia.  It  was  a  serious  effort,  but,  h 
confesses,  he  "spent  a  lot  of  tim 
surfing."  Closing  the  shop,  he  driftc 
down  to  Costa  Rica  to  think  thin] 
over  and  bxr  near  gcxxi  surfing.  H 
self- analysis  led  him  to  decide  to  go  t 
business  school.  \Mien  he  graduate 
from  ISC  in  1979  with  a  master's  i 
business  administration,  he  headed  t 
New  York  Cit>-  and  a  job  with  Seal 
McC\\tx\  Slovcs,  an  advertising  agcr 
c\ .  One  of  his  tasks  was  helping  t 
create  a  direct  markctuig  pn^gram  ft 
Nikon  Camera. 

Though  he  liked  advertisinj 
Kournc  missed  the  excitement  of  d« 
cision  making.  "In  the  ad%ertisin 
business,  you  can  make  neat  can 
paigns  \«.>u  recommend  to  \our  cl 
ents,  but  ihcy  make  the  decision,"  1 
explains.  "I  w  anted  to  be  on  the  oth< 
side  of  the  table." 

In  1982  little  Kinitcn  was  bor 
"Wnir  pile  of  pictures  for  the  fit 
child  is  prv>bably  six  tmics  as  big  as  tl 
i>nc  tv>r  NXHir  sccvmkI,"  savs  Boum 
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cognizing  that  the  zeal  for  kid- 
napping fades  with  the  realization 
lat  the  photos  are  rarely  looked  at. 

Yet  Americans  were  taking  40  mil- 
on  photographs  a  day — and  in  most 
ases  they  didn't  know  what  to  do 
dth  the  results.  Such  photo  frames  as 
'ere  widely  available  were  cheap - 
)oking  commodity'  items,  sold  main- 

on  price. 

While  still  at  Scali,  Bourne  spent 
,vo  years  researching  the  photo  frame 
larket.  His  research  showed  that 
eople  would  take  their  snapshots  out 
f  drawers  if  they  had  an  attractive 


products.  He  attended  trade  shows, 
pored  over  magazines  and  walked  the 
streets  to  find  suppliers.  Good-look- 
ing frames  existed,  but  they  had  never 
had  a  proper  marketing  exposure. 
Suppliers,  he  recalls,  were  quite  skep- 
tical. "I  was  walking  around  v\ith  this 
roughed- up  kind  of  catalog  dummy," 
recounts  Bourne.  Half  of  the  manu- 
facturers he  approached  wouldn't  sell 
to  him;  the  other  half,  only  if  he  paid 
in  advance  of  shipment.  But  Bourne 
lined  up  suppliers  and  designed  some 
albums  himself,  selecting  materials 
and    approaching    bookbinders    to 


Exposures 
Catalogs  that 
chat  with  read- 
ers— mostly 
proud  parents  and 
grandparents— 
about  their  snap- 
shots and  how  to 
display  them. 


ay  to  display  them.  Bourne  decided 
[)  go  into  the  photo  frame  business. 
Should  I  become  a  manufacturer,  or 
lave  a  store  or  become  a  national 
layer?"  he  asked  himself 

Manufacturing  or  developing  a 
hain  of  specialty'  stores  would  cost  a 
ortune,  and  take  time.  Direct  mar- 
eting,  he  realized,  would  enable  him 
)  establish  a  national  presence  in  a 
cw  months.  Direct  marketing  it  was 
c)  be.  "At  the  time  [  1986]  cataloging 
^  as  hot  and  romantic,"  he  says.  It  was 
;rowing  15%  a  year,  twice  the  rate  of 
.'.S.  retail  overall. 

Bourne  knew  fijll  well  that  most 
lew  ventures  fail,  but  what  the  heck, 
ie  was  just  34,  and  he  figured  he 

)uld  always  go  back  to  an  advertising 
:)b.  His  kids — there  were  now  tuo  of 
hem — would  never  know  he'd  failed. 

In  Februarv'  of  1986  he  quit  Scali. 
or  his  new  business  he  raised  nearlv 
400,000;  he  had  $40,000  himself, 
is  family  threw  in  5300,000,  and  a 
hopkeeper  whose  photo  frames  he 
iked  put  in  $20,000. 

Exposures  Inc.  began  life  in  the 
5oumes'  living  room  in  Old  Green- 
wich, Conn.  The  only  employee  was  a 
ccretary  installed  in  the  spare  bed- 
)om.  Bourne  began  his  search  for 


make  up  orders. 

Bourne  then  paid  a  list  broker 
510,000  to  rent  20  lists  of  5,000 
subscribers  each.  Those  lists  broke 
down  into  four  or  five  market  catego- 
ries, such  as  young  families,  high- 
priced  gift  buyers  and  photographers. 

Preparing  the  catalog  seemed  to  eat 
money.  Bourne  spent  525,000  on 
design  and  photos,  515,000  for  color 
separation,  525,000  on  printing. 
And,  of  course,  he  had  to  buy  inven- 
tory and  warehouse  it. 

By  July  he  was  ready.  "I  gambled 
5100,000  on  that  first  mailing  (ex- 
cluding overhead  and  warehousing). 
People  thought  I  was  nuts,"  Bourne 
says.  "Photo  frames,  yes,  but  in  a 
catalog?"  Then  there  was  price. 
Frames  in  the  Exposures  catalog 
ranged  from  525  to  5165,  compared 
with  the  average  519  frames  sold  in 
the  stores. 

Within  six  months.  Bourne  knew 
he  had  a  business.  The  first  mailing 
produced  revenues  of  5100,000,  and 
he  learned  that  proud  parents  were 
better  prospects  as  a  group  than  pho- 
to buffs.  The  second  and  third  mail- 
ings brought  in  5400,000  of  sales 
each,  reflecting  improvements  in 
product  hnes  and  mailings  as  a  result 


of  feedback  from  the  first  mailing. 

Finding  capital  remained  a  prob- 
lem, but  Bourne  was  innovative.  Post- 
age was  his  largest  expense,  and  in 
1989,  when  he  needed  money,  he 
turned  to  his  credit  card  processor,  a 
New  Hampshire-based  company 
called  Lide  &  Co.  Litle  agreed  to 
finance  his  postage  by  discounting  his 
credit  card  receivables.  It  was  such  a 
good  idea,  other  catalogers  have  fol- 
lowed suit. 

Bourne's  catalogs  are  innovative 
too.  He  works  hard  to  make  them 
chatty.  For  example,  he  introduces  a 
"grandma  locket"  like  this:  "Grand- 
mothers today  are  a  breed  apart  from 
the  rocker- bound  knitters  of  yester- 
year, but .  .  .  they  still  love  to  brag 
about  grandchildren."  The  photo 
frames  in  the  catalog  always  contain 
pictures  of  customers  instead  of  glam- 
ourous models. 

This  year  Exposures  expects  to  sell 
515  million  worth  of  merchandise 
and  net  5450,000. 

End  of  stor>?  Alas.  Starting  a  busi- 
ness isn't  that  easy.  Bourne  had  a 
success,  but  he  ran  out  of  money.  The 
three  mailings  had  left  his  finances 
depleted  and  the  fourth  exhausted 
them  in  1987.  His  bank  was  in  trouble 
itself  and  unwilling  to  lend  him  mon- 
ey. He  could  have  chosen  to  sell  out  to 
a  public  cataloger,  but  he  scorned  the 
offering  price:  The  51  million  he  was 
offered  was  not  even  tempting.  Re- 
luctandy.  Bourne  approached  ven- 
ture capitalists — Noilture  capitalists, 
entrepreneurs  sometimes  call  them. 
He  got  a  51 .2  million  capital  infiision 
from  two  \enture  firms.  New  York's 
First  Boston  and  Connecticut's  Con- 
sumer Venture  Panners. 

It  was  a  harsh  deal.  Bourne  had  to 
give  up  80%  of  the  equity .  "So  I  gave 
up  majority  control,  but  I  am  still 
chief  executive  oflficer  and  entrepre- 
neur," he  says. 

His  remaining  20%  is  now  worth  a 
great  deal  of  money — and  his  backers 
are  very  happy.  Bourne  is  too  busy 
with  plans  for  expanding  his  business 
to  spend  much  time  regretting  ha\ing 
to  give  up  most  of  his  company  to 
backers.  Two  possibilities:  starting  a 
second  catalog  that  would  include 
collectibles  and  home  ftirnishings  or 
acquiring  complementary  companies. 
Mcanw  hile,  he  now  surfs  twice  a  year 
instead  of  twice  a  dav.  ^M 
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RTZ's  Sir  Derek  Birkin  has  struck  a  deal  with  his  shareholders. 
The  results  to  date  have  been  satisfying  for  both. 

Sir  Derek's  deal 
with  shareholders 


t 


By  Peter  Fiihrman 


RTZ  Chairman  Sir  Derek  Birkin  (right)  and 
President  Robert  Wilson 
Unashamedly  putting  owners  first. 


Britain's  rtz  Pic— "RT  Zed"  as  it's 
widely  known — is  now  the  largest 
mining  company  in  the  world.  Its 
mines  dot  the  globe  from  Utah  to 
Chile,  from  Papua  New  Guinea  to 
South  Carolina.  Run  by  a  small  band 
of  managers  from  offices  discreetly 
tucked  into  a  corner  of  West  Lon- 
don's leafy  St.  James's  Square,  Ri/, 
with  a  w  orldwidc  payroll  of  72,000,  is 
archetypally  British,  understated  and 
establishment. 

And  when  it  comes  to  keeping  costs 
in  line,  tough.  At  a  time  when  most 
mining  companies  have  lost  money 
because  of  depressed  commodity' 
prices,  RTZ  last  year  earned  $1  billion, 
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pretax,  on  revenues  of  $8.7  billion. 

Let's  put  RTz's  performance  in 
longer  perspective.  Despite  the  cycli- 
cality  in  the  prices  of  the  minerals  RTZ 
concentrates  on — gold,  copper,  alu- 
minum, iron  ore,  lead,  silver  and 
zinc — over  the  past  decade  the  com- 
pany's earnings  compounded  at  1 0%  a 
vear,  dividends  at  13%.  (Current 
yield:  4%.) 

It's  a  perennial  problem  for  manag- 
ers: How  do  you  focus  on  the  long 
term  without  getting  kicked  out  by 
shareholders  unhappy  with  the  short 
term  results?  rtz  seems  to  have  solved 
the  problem — which  helps  explain 
why  rtz's  stock  has  been  strong  in  a 


\ 
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generally  weak  market  for  mining^  ,|, 
companies.  Its  New  York  Stock  Ex-'  ,. 
change-traded  adrs  recently  hit  a  re-I  HuHi 
cord  $48,  giving  rtz  a  total  market)  [fnfj 
capitalization  of  $12  billion,  an  all-    u. 
time  record;  the  shares  trade  at  15.6  ; 
times  projected  1992  earnings.  I  ilpUl' 

In  the  mid-1980s  other  mining 
companies  were  closing  mines  and    i j  i 
investing  outside  the  industn'.  rtz's 
boss.  Sir  Derek  Birkin,  decided  to 
buck  the  trend.  In  1988  he  began 
selling  rtz's  nonmining  ventures;  inf 
all,  he  realized  $2.7  billion  from  dis-j 
posing  of  petroleum,  chemicals  anc 
cement  assets.  Then  he  reinvested 
more  mines. 

Realizing  that  this  daring  bit  o 
contrarianism  might  alarm  sharehold- 
ers, Birkin  made  them  a  promise: 
Whatever     happened     to     minerals 
prices,  rtz  would  maintain  and,  il 
possible,  increase  its  di\idend.  Good 
as  his  word,  Birkin  has  doubled  RTzV 
dividend  since  1986;  in  1991,  despite 
a  fall  of  almost  20%  in  the  composite*  ^ 
price  of  the  metals  RTZ  mines  and*  Iftg 
trades,    Birkin    held    the    diNidend 
steady. 

'We  have,  and  intend  to  keep,  % 


\\ 


record  on  dividend  growth  that  nc 
other  mining  company  can  remotely 
match,"  says  Birkin.  The  sort  of  busi 
nessman  Margaret  Thatcher  most  lA 
mired,  Birkin  was  knighted  in  1990. 
at  Thatcher's  request. 

With  plent>'  of  money  trom  his  asset 
sales,  Birkin  proceeded  to  spend  it.  Ir 
Ianuar\  of  1989  he  bought  the  entire 
minerals  business  of  British  oil  giam 
BP,  for  $3.7  billion,  cash.  A  shrewc 
buy:  Kven  with  metals  markets  dc 
pressed  last  year,  the  former  Br  copper 
properties — including  the  old  Kennc 
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\t  can  make  driving 

easier,  smarter, 
smoother  and  safer. 


Relax.  It's  all  in  there.  All  the 
lenities  you'd  expect  to  find  in  a 
e  luxur)'  car.  Plus  one  feature 
u'd  never  expect.  A  very  afford- 
le  price. 

A  driver's  airbas  is  standard 
uipment  on  a  Dodge  Dynasty, 
instance.  A  luxury  no  car 
ould  be  without.  Available  anti- 

^  lock  brakes  will  pay  off  down 
>&     the  road.  too.  With  improved 
'  ^       stopping  power  on  wet  and 
slipper)'  surfaces. 

Under  the  hood, 
there's  another  powerful 
measure  of  security.  An 
available  3.3L  V-6,  for  more 
JL  v^  ^.rspicn.  ^^er  mcrglng  and  passing  power. 
ptuii  roods  anj/rro.^  ramps       Posltion  senslti  ve  front 

pension  struts  are  another  standard  luxury. 
)u'll  love  how  quietly  your  Dynasty  rides.  And 
w  well  it  smoothes  out  the  bumps. 

Then  get  a  load  of  these  smarts*:  Doors  that 
ck  automatically  when  you  reach  15  mph.  A 
If-dimming  rearview  mirror  There's  even  a 


A  d^ver'i  airbag  could  be  a  red  l^e  smer 


power  driver's  seat  that'll  remember  two 
different  positions. 

Even  smarter  is  our  new 
Owner's  Choice  Protection  Plan: 
7  year/70,000 
powertrain 
warranty  or 
3  year/36.000 
mile  bumper-to- 
bumper  coverage,  your  choice 
And  with  no  deductible.' 

Dodge  Dynasty  gives  you 
all  the  conveniences.  Plus  a 
price  that  makes  it  an  outstanding  value,  as  well. 
And  that's  the  easy  part. 

All  in  all,  it's  quite  a  package. 

Rediscover  .\merican  \  alue. 

Call  1-800-4'A-DODGEfor  a  free  product  brochure. 


Ann-lock  brakes  help  you  brake 

and  steer  when  the  going  gets 

wet  and  slippery. 


Ad\  antagp:  Dodge 


Dodge 


Tr*.*     BnORLL\SEAT)OniDODGEDL\LER.  Buckkup/orm;^. 
^mj'   'Dynasty l^opbons.tSeeiimiiedwartantes.restnctx)ns&delaiskde^ 
■Jt-^iJ  Exckxies  rxxTTd  mainlenanoe.  adjustmerts  &  iMear  jiems. 


Dodee  Ihtiasn 


RTZ 

cott — showed  a  pretax  operating 
profit  of  $203  million. 

Birkin  quickly  restored  the  venera- 
ble Kennecott  name  and  invested 
heavily  in  Kennecott's  huge  Bingham 
Canyon  copper  mine  in  Utah.  Bing- 
ham Canyon's  $20-an-hour  labor 
costs  are  double  those  at  large  Chilean 
mines,  but  productivity  in  Utah  is 
about  five  times  what  it  was  in  1982, 
and  Bingham  Canyon  is  now  one  of 
the  world's  low-cost  copper  produc- 
ers. In  March  RTZ  committed  another 
$880  million  for  a  new  smelter  and  an 
improved  refinery  for  Kennecott. 
These  should  cut  production  costs  of 
copper  to  below  65  cents  a  pound  and 
reduce  sulfiir  emissions  by  95%. 

RTZ  and  Utah  state  environmental 


former  Soviet  republics  may  be 
dumping  minerals  on  international 
markets  for  a  while  longer,  but  in  the 
long  nm  he  thinks  they  will  shut  down 
many  incfiicicnt  mines  forever. 

Partly  for  this  reason,  Birkin  is  not 
aishing  to  invest  in  the  former  Soviet 
Union.  He  is  interested  only  in  devel- 
oping new  mines  there,  not  playing 
undertaker  to  existing  ones. 

If  any  single  product  will  determine 
RTZ's  fate,  it  is  copper.  What  with 
things  like  fiber-optic  phone  lines  and 
plastic  drainpipes,  hasn't  demand  for 
copper  matured.^  So  any  number  of 
experts  have  prognosticated.  But  it 
turns  out  that  copper  is  still  the  cheap- 
est and  most  efficient  conductor  of 
heat  and  electricity,  and  demand  con- 


Utah's  Bingham 
Canyon  mine 
A  coppe^bot- 
tomed  source  of 
profits. 


authorities  are  showing  each  other 
uncommon  goodwill  as  they  try  to 
preserve  jobs  and  copper  mining  with 
minimal  environmental  damage.  The 
state  had  a  $129  million  claim  against 
BP  for  environmental  damages;  the 
claim  will  now  be  settled,  pending 
final  court  approval,  for  $12  million. 

Environmentalists  are  far  from  be- 
ing his  only  antagonists.  The  Bou- 
gainville mine  in  Papua  New  Guinea, 
26%-owned  by  rtz,  was  producing 
over  $500  million  a  year  in  copper, 
gold  .md  silver  but  has  been  shut  down 
since  May  of  1989  because  of  a  blood 
feud  among  IcKal  tribes.  There's  not 
much  chance  of  its  reopening;  Ri/ 
wrote  ott'its  $119  million  investment 
in  Bougainville  in  1991. 

But  Birkin  isn't  much  worried 
about  the  turmoil  in  the  old  Soviet 
Union.  To  get  foreign  currency,  the 
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tinues  to  increase.  To  meet  that  de- 
mand, RTZ  opened  a  huge  new  mine 
in  1990  in  the  Chilean  desert,  in  the 
northern  part  of  the  countr\'. 

The  mine's  ore  grades  are  four 
times  the  level  in  Utah.  Most  of  the 
copper  is  sold,  on  stable,  long-term 
contracts,  to  smelters  in  Japan,  Ger- 
many and  Finland.  This  one  Chilean 
mine  has  boosted  Rl'/.'s  copper  out 
put  by  25%.  C'ompany  President  Rob 
crt  Wilson  expects  a  planned  $200 
million  investment  there  to  yield 
"dramatic  financial  returns"  for  RTZ. 

C-opper  is  currently  selling  at  a  slug- 
gish $1  a  pound,  but  most  analysts 
think,  with  copper  smelting  capacity 
getting  tighter  and  new  housing  starts 
beginning  to  pick  up  in  the  I'.S.,  it 
will  rebound  to  at  least  $1.20  a 
pound.  Every  10  cent  rise  above  $1  a 
pound  increases  Riz's  aftertax  earn 


ings  by  $70  million. 

What  about  gold.'  Prices  remain 
lackluster,  but  even  so,  rtz  is  about  to 
boost  output.  Last  year  it  mined 
890,000  ounces  of  gold,  mainly  in 
Nevada  but  also  at  a  little-known 
deposit  in  South  Carolina.  It  operates 
low-cost  strip  mines,  with  a  cost  of 
production  below  S250  an  ounce. 
Even  at  today's  low  prices  that  gives 
about  a  $100-an-ounce  profit. 

RTZ  is  investing  in  a  huge  new  gold 
deposit,  the  Lihir  Island  mine  in  Pa- 
pua New  Guinea.  Lihir  is,  literally,  a 
mountain  of  gold  discovered  in  1982 
by  Kennecott  prospectors,  rtz  puts 
the  minimum  reserves  at  13.7  million 
ounces — worth  $4.7  billion  at  today's 
prices — and  owns  80%  of  the  project. 
(The  remainder  is  mainly  held  by 
Battle  Mountain  Gold  Co.  of  Hous- 
ton, Tex.)  The  company  plans  to 
invest  $770  million  to  get  production 
costs  of  around  $300  an  ounce — stil 
profitable  even  at  today's  depressec 
price  for  gold. 

Another  jewel  in  rtz's  crowTi  is 
borax.      The     company     producesl 
467,000  tons  of  borate  products  al 
year,  over  half  the  developed  world'sj 
output,  from  a  single,  \er\-  low  cost 
mine  in  California's  Mojave  Desert. 
Last  year  borax  operations  contribut-J 
ed  $135  million  to  riz's  net. 

Birkin  says  there  is  still  a  wealth  ofl 
mining   opportunities   in   the    U.S.,| 
South  America  and  the  Pacific.  There, 
RTZ  has  already  committed  over  $2.51 
billion  in  new  capital  investments  anc 
exploration  over  the  next  five  yearsJ 
True  to  Birkin's  respect  for  his  share-j 
holders,  most  of  that  spending  is  to  I 
financed    with    nonrecourse    projea 
loans,  to  protect  the  shareholders'! 
$4.6  billion  in  cquitN'. 

"Unashamedly,  we  put  the  inter- 
ests of  our  owners  first,"  says  Birkin.j 
"Only  by  satisfying  them  can  we  thenl 
hope  to  satisfv  the  aspirations  oti 
workers,  envirt>nmental  groups  andj 
governments." 

The  shareholders  have  giH>d  reasonj 
to  feel  satisfied  with  Riz's  earniin 
prospects.  Analysts  in  London's  mct-^ 
als  markets  reckon  that  Riv's  preta 
earnings  will  nearlv  double  bv  1994.1 
to  $1 .9  billion—almost  $8  [■»er.\nR.  Ill 
yi)u  think  metals  prices  are  bound  tc* 
come  back  strong  one  day,  it's  hardci 
to  think  of  a  better  place  to  invest  ||n^ 
while  awaiting  the  inexntable  ■ 
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^,  it^  not  an  aberration  of  Newtonian  physics. 

lis  man's  computer  stays  attadied  because  he^ 
'q  It.  That's  nght  wearing  it 
Vith  the  introduction  of  PalmPAD,"  GRiD  has 
t  fer  more  than  just  a  new  pen  computer.  We've 

new  standard  for  data  collection  applications. 
Tankly,  nothing  is  easier  to  use.  Entering  data, 
y  graphics  and  capturing  signatures  is  a  snap. 

._ 


notice  anr^iimigimi 
ifais  manls  computer? 


Mst,  it's  tough  enough  to  withstand  a  3  foot  drop 
without  suffering  brain  damage. 

GRiO  PalmPAD  also  features  a  large  backllt  screen. 
Plus,  it's  MS-DOS*  compatible.  So  you  can  customize 
software  applications  in  no  time  at  all. 

And  because  PalmPAD  was  designed  to  accommo- 
date either  a  modem  or  a  spread  spectrum  radio,  your 
work  force  will  become  a  mobile  communications  center. 

Does  this  mean  the  end  is  near  for  paper  forms 


and  conventional  handhelds?  We  think  so. 

Because  vt^ther  your  mobile  vwrk  force  collects 
data  on  their  feet,  or  hands  for  that  matter,  nothing  im 
proves  the  speed  and  accuracy  of  collecting  infonnalon 
like  PalmPAD.  For  more  information,  call  800-222-GRiD. 
And  hear  about  the 
computer  that's 
turning  an  industry 
on  its  head.  >X  h4Te>tT  w«>rk  ^v\s  doneT 
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ore  infomiation.  call  800-222-GRiD.        j 
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iamZiegler  III 


American  Maize-Products  boss  V 
is  fighting  to  keep  his  job. 
His  only  sister  wants  him  out. 

Soured  blood 


By  William  P.  Barrett 
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William  Ziegler  III 
of  American 
Maize-Products 
The  company 
stock  hasn't  done 
much  during  the 
past  eight  years. 


Ah,  the  joys  of  family  ownership. 
Consider  venerable  American  Maize- 
Products  Co.  of  Stamford,  Conn. 
The  publicly  traded  firm  makes  corn 
syrup,  cornstarch  and  other  products. 
Revenues  and  earnings  last  year:  $534 
million  and  $1 1  million,  respectively. 
The  company  is  also  the  setting  for  a 
late-in-life  court  brawl  between  Wil- 
liam Ziegler  III  and  his  younger  sister, 
Helen  Ziegler  Steinkraus.  Together 
they  and  their  families  own  nearly  40% 
of  the  cc]uity  and  elect  70%  of  the 
board  of  directors. 

The  Zieglers'  grandfather  got  con- 
trol of  American  Maize- Products  in 
1907.  It  eventually  passed  to  the 
grandchildren  through  testamentar)' 
trusts  that  own  stock  in  the  family 
holding  company,  which  in  turn  has 
the  controlling  block  in  American 
Maize  Products.  Rill  Ziegler,  now 
63,  has  been  the  chairman  since  1964 
M\d  the  chief  executi\e  since  the  mid 
197()s.  His  61  year  old  sister  sits  on 
the  board  of  an  affiliated  public  com 
pany,  American  Fructose,  which 
Ziegler  also  heads,  but  she  doesn't 
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have  a  management  position. 

Ziegler  was  educated  at  Harvard 
and  Columbia's  business  school,  but 
he  hasn't  done  very  well  running 
American  Maize- Products.  In  recent 
years  the  company  has  lost  ground  in 
the  commodity  end  of  its  business  to 
larger  rivals.  A  small  tobacco  unit — 
smokeless  tobacco,  snuff  and  King 
Edward  cigars — is  profitable  but 
hardly  a  growth  sector.  In  recent  years 
American  Maize- Products  has  taken 
$20  million  of  losses  disposing  of  a 
chain  of  home  improvement  stores. 
Efforts  to  develop  a  cofite  and  candy 
business  went  nowhere. 

Wall  Street  has  been  singularly  un- 
impressed. Over  the  past  eight  years, 
American  Maize- Products'  Class  A 
shares  have  risen  just  3.7%  per  year, 
compared  with  about  15%  for  the 
Dow.  Last  year's  earnings  of  $1.76 
per  share  were  14%  below  the  previ- 
ous year's.  At  a  recent  share  price  of 
$22,  the  company's  market  value  is 
$142  million.  That's  less  than  twice 
the  amount  of  cash,  equivalents  .md 
excess  pension  assets  listed  on  the 


balance  sheet. 

Two  years  ago  Helen  Steinkraus' 
decided  she'd  had  enough  of  he 
brother's  stewardship  of  the  compa 
ny.  She  launched  the  first  of  what  h 
become  a  half-dozen  lawsuits  in  fo 
states  aimed  at  tossing  out  her  brothei 
and  bringing  in  new  management 
Things  quickly  got  interesting.  The 
family  holding  company  controlling! 
American  Maize -Products  has  an  odd 
number  of  shares,  and  somehow  Bill 
Ziegler's  trusts  ended  up  with  on 
more  holding  company  share  than  his 
sister's  trusts,  giving  him  control  of| 
the  whole  shebang.  So  among  the 
claims,  Steinkraus  and  her  family  as- 
serted that  her  brother's  single -shan 
advantage  violated  the  various  wil 
and  had  been  improperly  engineerc 
by  a  crony. 

Early  last  year — after  a  total  of 
million  in  legal  fees — both  sides 
agreed  that  by  June  1 99 1  the  board 
would  pick  a  successor  to  Ziegler,' 
who  would  resign  by  June  1993.  But 
Ziegler,  who  was  paid  more  th; 
$800,000  last  year,  seems  to  ha 
been  dragging  his  feet;  the  board  h 
yet  to  name  his  successor. 

So  the  litigation  has  resumed.  Th 
Manhattan  Surrogate's  Court  is  cur-i 
rently   mulling   motions   by    Hele 
Steinkraus  to  end  Ziegler's  tenure 
either  by  enforcing  the  out-of-cou 
agreement  or  canceling  his  one -share] 
advantage  in  the  holding  company 
Ziegler,  of  course,  is  defending. 

A  victory  by  the  sister  could  pui 
American  Maize- Products  in  play 
Suitors  exist.  In  Januar)-  Ziegler  re 
ceived  a  call  from  Dwayne  Andreasj 
head  of  giant  rival  .-Vrcher  Daniels 
Midland,  which  already  owns  6'\)  ol 
American  Maize- Products.  Accord- 
ing to  court  filings  and  Ziegler's  own 
corporate  records,  .\ndreas  inquired 
into  the  possibilit>'  of  buying  Ameri- 
can Maize  Products  at  a  substantial 
premium  above  the  market  priccj 
Ziegler  promptly  said  no. 

Citing  the  pending  litigation. 
Ziegler  declined  to  talk  to  Eorbks. 
His  chief  financial  officer,  Edward 
Norris,  acknowledged  some  prob- 
lems in  the  business  but  declared  an 
overall  victoiy.  "We  have,"  he  said. 
"survived  in  an  emironmeni  domi» 
natcd  by  bigger  competitors."  But 
sister  Helen  is  t>ut  tor  more  ttiao 
sunival.  ■ 
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Incredibly  Swis^! 


Incredibly  Credit  Suisse. 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 

We're  a  recognized  leader  in  the  world's  financial  markets,  combining 

vast  resources  with  the  discreet,  reliable  and  committed  service 

that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  highly 

rated  financial  strength  be  your  passport  to  stronger  global  finance. 


CREDIT  SUISSE 
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Do  utility  mergers  make  sense? 

Two  Kansas  utilities  merged  to  create 

Western  Resources,  Inc. 

and  the  results  to  date  are  most  promising. 

When! +  2  =  5 


By  James  Cook 

John  E.  Hayes  Jr.,  55,  took  over  as 
head  of  Topeka's  Kansas  Power  & 
Light  Co.  two  years  ago — a  career 
telephone  man  moving  into  the  elec- 
trical utility  business.  But  for  Hayes 
it's  deja  vu  all  over  again.  As  head  of 
Southwestern  Bell  Telephone  Co., 
Hayes  had  spent  much  of  his  time 
coping  with  the  emergence  of  compe- 
tition in  the  telephone  industry, 
which  had  once  been  a  benevolent 
monopoly.  Now  competition  was 
coming  to  the  monopolist  utility  in- 
dustry as  well — not  only  from  other 
utilities  but  from  a  variety  of  indepen- 
dent, nonutility  power  producers. 
Hayes  had  a  prett>'  good  idea  of  how 
to  cope  with  the  problems  that  were 
emerging  in  Topeka. 

What  Hayes  didn't  foresee  was  that 
in  taking  over  at  kpl  he  was  about  to 
face  a  set  of  unfamiliar  problems:  He 
found  himself  playing  the  white 
knight  in  a  messy  takeover  fight,  a  rare 
happening  in  the  utility  industry. 

In  July  1990,  when  Hayes  had  been 
on  the  job  less  than  a  year,  Kansas  Cit\' 
Power  &  Light  Co.  launched  a  bid  for 
Kansas  Gas  &  Electric  Co.,  a  utility 
adjacent  to  both  ktl  and  Kansas  Cit)' 
Power  &  Light,  kpl  had  earlier  con- 
sidered merging  with  Kansas  Gas  & 
Electric,  but  the  talks  never  got  ver\' 
far.  But  once  Kansas  City  Power  & 
Light  made  its  bid,  KG&E  seemed  too 
good  an  opportunity'  to  miss.  Hayes 
siiTick  back  with  a  bid  of  his  own  and 
prevailed. 

After  studying  the  situation  Hayes 
had  concluded  that  the  savings  from  a 
merger  would  be  so  large  that  a  high 
bid  could  be  justified.  Despite  its 
name,  Ri'i.  provides  both  electric  and 
gas  senice,  while  kg&f,  despite  its 
name,  provided  only  electric  service. 
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That  electric  service  was  not  only 
adjacent  to  kpl's  electric  territory  but 
completely  overlapped  a  part  of  kpl's 
gas  ser\'ice  area. 

Thus,  as  a  combined  operation,  the 
t%\'o  companies  would  be  able  to  man- 
age their  power  generation  on  a  joint 
basis  at  considerable  savings  in  ftiel, 
maintenance  and  manpower,  and 
they  would  be  able  to  eliminate  the 
usual  duplicate  corporate  fiinctions — 
law,  accounting,  finance.  More  im- 
portant, because  KPL  derived  more 
than  40%  of  its  total  revenues  from  gas 
service  it  provided  in  KG&E  electric 
service  territory,  the  merged  company 
could  combine  the  usual  duplicate 
facilities  and  could  merge  its  overlap- 
ping gas  and  electric  service  appara- 
tus. For  example,  the  merged  compa- 
ny could  use  one  meter  reader  instead 
of  two,  one  business  oflRce,  one  com- 
puter system  and  one  billing  system 
for  both  electric  and  gas. 

With  the  merger  accomplished,  KPL 
prompdy  dressed  itself  up  with  a 
trendy  name:  Western  Resources, 
Inc.  The  new  company  had  combined 
revenues  in  1991  of  $1.8  billion, 
combined  earnings  of  $140  million. 

Now  Hayes  felt  he  was  better 
equipped  to  deal  with  the  problems 
that  were  involved  in  his  eroding  mo- 
nopoly. "As  an  electric  company," 
Hayes  says,  "we  didn't  have  the  criti- 
cal mass  to  withstand  any  re\enue 
losses  from  competitors  and  still  keep 
financially  strong  for  the  next  couple 
of  decades." 

To  get  the  merger  past  a  half-dozen 
regulator)'  agencies,  however,  kpl 
had  to  agree  to  refund  $^2  million  in 
prospective  merger  saxings  up  front, 
freeze  rates  for  five  years,  share  any 
merger  savings  uith  consumers  and 


open  its  transmission  system  to  out 
side  users. 

The  price  was  high,  but  not  prohib 
itively  so,  even  w  hen  the  Kansas  rcgu 
lators  permitted  kpi  to  recover  onl; 
80%  of  the  premium  over  Kxik  valin 
it  paid  to  acquire  KG&F.  The  regula 
tors  apparent!)  were  afraid  that  tin 
merger  w  as  not  giving  to  pa\  ofi"  ft 
handsomeh  as  lolm  Hayes  thought  I 
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western  Resources'  John  Hayes  and  the  2.800-megawatt  Jeffrey  Energy  Center 
IM  pric«  of  the  merger  was  high,  but  the  opportunity  was  too  good  to 
■las,  and  the  savings  easily  justified  K. 


lould,  and  they  saw  no  reason  rate 
ayers  should  suffer  for  it.  "Their 
onsultants  anticipated  we  would  not 
)e  able  to  get  300  people  off  the 
>ayroll  in  timely  fashion,  for  in- 
lance,"  John  Haves  savs.  "But  we  are 


already  way  beyond  that." 

Put  conser\atively,  the  merger  sav- 
ings are  expected  to  rise  from  SIO 
million  in  1992  to  nearly  S40  million 
annually  by  1995.  The  merger  did 
increase  the  new  company's  debt  ratio 


from  40%  to  60%  and  caused  the 
rating  agencies  to  downgrade  its  debt, 
but  Hayes  expects  that  debt  to  be 
reduced  fairly  quickly  out  of  cash 
flow.  In  any  case.  Western  Resources 
shouldn't  be  under  much  pressure  to 
borrow.  The  company  has  enough 
spare  base -load  capacity'  to  last  into 
the  next  centun.'  and  enough  cash 
flow  to  fund  its  construction  program 
internally. 

The  merger  also  afforded  an  oppor- 
tunity to  accelerate  the  company's 
growth,  kpl's  electricin,-  sales  had 
been  growing  around  2%  a  year.  The 
merged  company's  electricit)'  sales 
could  grow  at  2.5%.  One  kicker: 
stepped-up  sales  of  spare  power  ca- 
pacity' to  other  utilities. 

What  the  merger  will  not  do,  how- 
ever, is  solve  the  continuing  problems 
in  kpl's  gas  business,  which  produced 
59%  of  kpl's  revenues  last  year  but 
only  21%  of  its  pretax  profit.  The 
competition  of  alternate  fuels  and  car- 
riers has  kept  growth  in  check,  and  the 
company  is  saddled  with  costs  from  a 
disaster  three  years  ago.  A  number  of 
kpl's  customer-owned  gas  lines  blew 
up,  and  in  the  interest  of  safet>'  kpl 
agreed  to  replace  600,000  of  these 
customer-ow  ned  lines  over  ten  years. 
But  the  regulators  took  their  time 
reflecting  these  costs  in  rates,  and 
then,  in  December,  granted  only  S39 
million  of  the  S52  million  rate  in- 
crease KPL  had  requested. 

With  125,000  lines  replaced  so  tar, 
outside  studies  suggest  there's  no  rea- 
son to  replace  most  of  the  rest  as 
rapidly  as  currendy  scheduled,  and 
Hayes  hopes  the  regulaton-  authori- 
ties will  agree  and  so  ease  the  project's 
capital  requirements.  "You'd  be  fix- 
ing things,"  he  says,  "that  don't  need 
to  be  fixed." 

Other  problems  remain.  Hayes  had 
originally  projected  the  merged  com- 
pany would  earn  S2.60  a  share  this 
year,  up  from  S2.40  last  year.  But  he's 
no  longer  so  sure.  A  mild  winter  and  a 
delay  in  the  date  of  the  merger  held 
first-quarter  earnings  in  check.  "We 
have  confidence  we  can  manage  the 
merger  into  place  and  improve  the 
profitabilin-  of  our  basic  business,"  he 
says.  "But  you  don't  do  such  things 
without  assuming  some  risk.  So  the 
fijture  Ux^ks  good.  It  is  by  no  means  a 
slam  dunk.  But  it's  not  a  50-fo<it  jump 
shot,  either."  ^M 
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The  case  method,  made  famous  by  the  Harvard 
Business  School  in  the  1920s,  is  being  rediscovered 
by  the  artificial  intelligence  crowd. 

Learning 
by  example 


By  David  C.  Churbuck 

Which  would  you  prefer?  A  doctor 
fresh  out  of  medical  school  with  a 
state-of-the-art  education  or  a  veteran 
doctor  with  20  years  of  practice? 

Most  people  would  opt  for  the 
older  physician,  thus  voting  for  expe- 
rience over  theory.  They  may  be  right: 
Hands-on  experience  and  decision 
making  may  be  the  most  natural  form 
of  learning.  This  reliance  on  prece- 
dence over  theory  is  the  foundation  of 
the  Harvard  Business  School's  fa- 
mous case  study  method. 

Now  it  is  the  computer's  turn.  In 
the  1970s  a  professor  of  computer 
science  at  Yale,  Roger  Schank,  out- 
lined a  theory  of  artificial  intelligence 
known  today  as  case -based  reasoning. 
Schank,  now  a  professor  at  North- 
western University,  explains  what  this 
is:  "Case-based  reasoning  organizes 
information  on  the  basis  of  concepts, 
not  exact  answers." 

Computers  have  long  been  used  to 
speed  up  the  retrieval  of  information 
that  can  be  easily  sorted  or  catego- 
rized. Documents,  spreadsheets,  even 
images  can  be  digitized  and  filed  away 
for  retrieval  through  precise.  Boolean 
queries:  Give  me  records  of  all  dealers 
who  have  ordered  either  wheel  bear- 
ings or  brake  parts  within  the  past 
month  and  spent  less  than  $10,000 
last  year.  Such  databases  are  useful  but 
demand  considerable  exactness  of  the 
user,  and  do  litde  to  help  him  make  a 
decision. 

In  the  1970s  computer  scientists 
specializing  in  artificial  intelligence 
created  expert,  "rule  based"  systems, 
programs  that  attempted  to  simulate 
the  reasoning  process  of  a  human 
expert  in  making  decisions  related  to 
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highly  structured  problems. 

Rule -based  systems  proved  to  be 
very  difficult  to  create.  Knowledge 
engineers  would  interview  experts  in  a 
field  and  attempt  to  codify  their  ex- 
pertise into  a  series  of  logical  rules. 
The  biggest  drawback  is  that  these 
systems  require  a  lot  of  tuning  and 
adjustment  as  new  situations  arise.  In 
other  words,  there  are  just  too  many 
situations  that  do  not  fit  the  rules. 

Here's  where  Schank's  theory  came 
in.  Its  basis  was  that  cases,  not  rules, 
should  be  used  as  the  foundation  of  an 
expert  system.  The  theory  caught  the 


attention  of  the  Defense  Advanced, 
Research     Project    Agenq',    which 
fiinded    academic    research    in    the,, 
1980s  on  his  approach. 

Here  is  how  a  typical  case-based  - 
reasoning  system  works.  Suppose  you 
want  to  find  the  optimal  asking  price  , 
for  a  home.  You  will  need  a  collection 
of  cases,  usually  short,  formatted  seg-  ijtbn 
ments  of  data.  These  must  be  indexed 
for  quick  retrieval  of  prior  examples 
with  similarities  to  the  new  case.  The 
house  listing  is  then  broken  down  ■ 
into  components  that  would  have  a 
bearing  on  the  home's  final  value:  ]  t 
proximity  to  major  cities,  number  of) 
bathrooms,  size  of  lot  and  so  on.  The 
computer  then  induces  fi"om  the  cases  isesc 
the  best  way  to  index  them  for  later  i  Wr 
retrieval. 

Since  no  two  houses  and  locations  4j 
are  identical,  each  new  real  estate;  a tal 
listing  can  contribute  to  the  compu-  ^  tg  it 
ter's  judgment  and  expertise,  just  as  it(  fe 
would  contribute  to  a  broker's  skill. 
All  that  is  necessar}'  is  to  rjack  final  sale 
prices  and  feed  them  back  into  thcyl, 
system;  if  it  takes  too  long  to  sell,  the  • 
computer  finds  that  it  should  have^ 
been  asking  a  lower  price.  Other  ap- 1  ^ 
plications   are   characterized   by   far 
more  cases  and  far  less  to  learn  ft"om 
each  new  one.  A  computer  vendor's  Jj 
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;lp  line  may  get  calls  from  hundreds 
'users  who  plug  the  mouse  into  the 
rong  socket;  only  one  of  these  cases 
fed  be  stored. 

How  can  a  customer  use  the  sys- 
m?  After  the  cases  are  indexed,  or 
ranged  in  a  hierarchy,  he  can  query 
e  system  by  filling  out  a  computer- 
cd  form.  Suppose  the  user  is  a  tech- 
cal  support  operator  at  a  computer 
mpany  who  is  trying  to  respond  to  a 
istomer  query.  The  system  will  ask: 
Tiat  model  of  computer.^  Is  it 
ugged  in?  Then  what  operating  sys- 
m  is  it  running.^  What  software  is 
stalled  on  the  machine?  As  each 
jestion  is  answered,  the  system  pro- 
esses  down  its  decision  tree,  posing 
ily  pertinent  questions. 
When  the  user  finishes  the  question 
id  answer  process,  the  computer 
en  takes  the  posed  case  and  com- 
ires  it  with  its  database  of  cases, 
oking  for  the  "nearest  neighbor"  to 
e  new  situation,  scoring  them  by 
e  degree  to  which  they  match  the 
:w  case.  If  there  is  an  exact  match, 
en  the  customer  has  his  answer  and 
le  new  case  is  not  stored.  If  there  is 
)t  an  exact  match,  the  technical 
pport  operator  can  look  at  the 
ses  that  come  closest.  If  the  new 
ise  is  unique  and  an  answer  is  found, 
is  stored  in  the  case  base.  The  system 
intelligent  enough  not  to  retain 
dundant  cases  and  can  be  pro- 
ammed  to  save  only  those  that  are 
iiique. 


Gus  Kolias,  vice  president  of  cus- 
tomer service  and  training  at  Compaq 
Computer  Corp.  in  Houston,  in- 
stalled in  November  an  Inference 
Corp. -developed  system  for  the  com- 
pany's technical  help  desk.  He  said  he 
expects  three  things  fi-om  the  new 
system:  "I  don't  want  the  staff  solving 
the  same  problem  more  than  once.  I 
want  the  solutions  to  be  consistendy 
accurate.  And  a  new  person  can  be 
more  knowledgeable  than  time 
would  have  him  be." 

Systems  such  as  the  one  in  use  at 
Compaq  are  only  now  coming  to 
market,  although  custom  case  reason- 
ing systems  have  been  used  by  banks 
to  handle  and  route  entirely  by  com- 
puter telexes  and  wire  transfers  be- 
tween customers. 

There  are  three  major  commercial 
forces  in  case  reasoning.  One  is  Infer- 
ence Corp.  in  El  Segundo,  Calif.,  a 
private  firm  that  is  marketing  case- 
based  reasoning  systems  to  technical 
help  desks  at  computer  hardware  and 
software  firms.  Another  is  Esteem 
Software  Inc.  in  Cambridge  City, 
Ind.,  which  produces  case-based  rea- 
soning systems  for  PCs.  The  last  is 
Cognitive  Systems  Inc.  in  New  Ha- 
ven, Conn.,  a  public  company  that 
was  founded  by  Schank  in  198 1  and  is 
only  now  coming  to  market  with  the 
tools  needed  to  create  case -based  rea- 
soning systems.  Now  trading  at 
around  65  cents.  Cognitive  had  1991 
sales  of  $2.6  million  but  lost  8  cents 


per  share. 

Most  commercial  case -based  rea- 
soning systems  are  amalgamations  of 
well-known  artificial  intelligence  and 
text  retrieval  techniques.  There  is  no 
single  algorithm  that  will  automate 
the  creation  of  a  computerized  expert 
in  any  field.  Tvpical  case-based  solu- 
tions borrow  fi-om  a  wide  range  of 
disciplines:  Boolean  logic,  rule- based 
technology,  pattern  matching,  statis- 
tical weighting  and  natural  language 
processing. 

For  example,  pattern-matching 
logic  can  calculate  how  close  one 
image  or  set  of  measurements  is  to 
another  (Forbes,  Dec.  23, 1991).  The 
statistical  weightings  determine  the 
relative  importance  of  various  mea- 
sures to  an  overall  score;  perhaps  the 
direct-mail  marketer  cares  slighdy 
more  about  prospects'  home  address- 
es than  about  their  incomes. 

Natural  language  processing?  This 
is  a  widely  applied  software  develop- 
ment that  translates  plain  English  into 
computer  talk. 

Case- based  reasoning  isn't  as  rife 
with  hype  as  artificial  intelligence  was 
in  the  1980s,  says  analyst  Stephen 
Bradley  at  the  Gartner  Group,  Inc.,  a 
Stamford,  Conn,  market  research 
firm.  "The  focus  needs  to  be  taken  off 
the  technolog)'  and  placed  onto  the 
business  processes  that  they  auto- 
mate," he  says.  That's  just  what's 
beginning  to  happen  with  case-based 
reasoning  systems.  ^ 
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New  case 


a  broker's  pricing  system  for  home  listings,  a  new  case  is  compared  against  a  library  of  past  examples 
>t  the  closest  match.  Feedback  comes  from  final  selling  prices  and  dates.  If  the  home  goes  unsold  for  too  long, 
le  computer  knows  it  erred  on  the  high  side. 


orbes  ■  June  8,  1992 


131 


mm 


jT^ 


I    G    I    T    A    L. 


Despite  the  recent  econo 
trend,  Mass  Mutual 
shown  healthy  growth  o 
the  past  few  years.  But, 
Executive  Vice  Presid 
John  Pajak  points  out, 
growth  isn't  entirely  the  res! 
of  the  products  offered  by  tt 
giant  insurance  carrier.        j, 

"When  you  come  <M^ 
w^ith  a  hot  new  product,  a  fe 
w^eeks  later  everyone  else  ^ 
the  same  thing.  So  the  o 
way  to  separate  yourself  fr 
the  pack  is  through  service.' 

The  strength  of  an  ins 
er's  service  greatly  depends 
its  on-line  transaction  proce 
ing  capabilities  for  clai 
And  Mass  Mutual,  known 
being  avant-garde  by  its  pee« 
maintained  that  reputation  r  *^^ 
moving  its  life  and  heal 
claims  from  a  mainframe  pU 
form  toDigital's  VAXf^c 
systems  and  a  VAXclusten 
A  move  they  felt  wou 
give  them  greater  flexibiW 
and  a  15%   increase 
productivity. 

"That  was  our  goal' 
that,  and  making  sur 
move  would  be  complete  '^'o 
transparent  to  our  custome 
They  would  never  acce 


hearing  that  their  claim  Vt 
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on-site  assistance,  Mass 
tual  built  its  new  process- 
system  in  phases.  When  a 
se  was  completed,  people 
e  trained  in  it,  and  it  was 
1  brought  on-line. 
As  a  result,  customers 
r  noticed  any  delay.  In 
,  they  noticed  the  exact 
osite,  as  Mass  Mutual 
able  to  cut  its  response 
from  weeks  to  days.  A 


TEAMWORK 
OPENS 

WAY  TO 
IMPRESSIVE 

INCREASE. 


tjiat  resulted  in  a  40% 

in  productivity. 

"We're  also  capturing 
more  data  in  far  less  time, 
it  information  is-w^hat 
ws  us  to  tailor  our  service, 

that's  w^hat  separates  us 
ill  everyone  else. 

"We  have  a  very  high 
^ntion  rate  with  clients 
luse  of  our  service.  And 
iks  to  Digital,  our  service 
here  it  is  today." 

Find  out  how  Digital 
help  you  deliver  a  higher 
ree  of  service.  Call  1-800- 
p-INFO,  ext.  92.  Or  contact 
r  Digital 
s  office. 
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Sun's  welcome 
clones  policy 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Does  it  ever  make  sense  to  encour- 
age competitors  to  enter  your  line  of 
business?  Sun  Microsystems  under- 
took this  counterintuitive  strategy  a 
few  years  ago.  The  strategy  may  yet 
pay  off. 

In  1987,  after  Sun  had  taken  over 
the  lead  in  workstations,  it  proposed 
to  reveal  its  technical  secrets,  much  as 
IBM  had  done  with  its  original  person- 
al computer  in  the  summer  of  1981. 
With  those  secrets,  and  with  equal 
access  to  Sun's  Sparc  microprocessor 
and  Unix-based  operating  system, 
competitors  could  either  develop 
clones  of  the  company's  workstations 
or  go  off  in  other  directions  while 
maintaining  compatibility. 

Sun  would  lose  some  sales  to  the 
doners.  But  it  envisioned  a  world  in 
which  a  swarm  of  companies,  with 
Sun  at  the  center,  would  be  selling 
hardware  that  ran  the  same  sofhvare. 
Producers  of  parts  would  have  a  broad 
market  opportunity,  application  soft- 
ware vendors  would  come  running, 
customers  would  have  real  choices, 
and  Sun  would  become  the  ibm  of  the 
1990s — taking  a  smaller  share  of  a 
much  larger  market. 

It  hasn't  worked  out  that  way — yet. 
So  far,  neither  Sun  nor  the  Sun 
doners  have  gotten  rich  from  the 
welcome-clones  strateg)'.  But  they 
may  yet  prosper,  as  the  world  of  Sun- 
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compatible  systems  picks  up  momen- 
tum over  the  next  few  years  with  some 
significant  product  introductions. 

The  market  for  Sun-compatible 
computers  is,  of  course,  nowhere 
close  to  IBM's  in  size.  Of  the  three 
dozen  or  so  companies  that  have  de- 
veloped and  sold  Sparc -based  com- 
puters, only  a  handftil  have  turned  a 
profit  so  far  from  those  operations. 

These  Sun  worshippers,  however, 
still  believe  in  the  vision.  They  are 
encouraged  by  the  growing  demand 
for  Sparc  computers,  which  in  1991 
totaled  235,000  units,  and  by  the 
growing  base  of  applications  that  run 
on  Sparc  systems.  At  the  same  time. 
Sun  has  removed  much  of  the  tilt 
from  a  playing  field  that  initially  was 
decidedly  hostile  to  the  visiting  teams. 
Until  recently,  many  Sparc  vendors 
were  handicapped  because  Sun  was 
always  first  in  line  for  the  latest  parts 
and  programs  necessary  for  Sparc 
compatibility.  Now,  doners  get  more 
rapid  access  to  new  versions  of  Sparc 
hardware  and  software. 

In  addition,  Sparc  vendors  seem  at 
last  to  have  figured  out  how  to  live  in  a 
universe  dominated  by  Sun.  The  se- 
cret is  not  to  be  a  clone — to  be  com- 
patible with  Sun  systems,  but  not 
identical. 

Some  of  the  Sparc  vendors  are  mov- 
ing to  markets  where  Sun  is  absent, 
such  as  high-end  ser\'ers,  portables  or 
add-in  boards  for  personal  comput- 
ers. The  best  example  is  Auspex  Sys- 
tems, which  expects  revenues  in  the 
June  fiscal  year  of  about  $50  million. 
Auspex  sells  its  ser^'ers  to  Sun  custom- 
ers. It  competes  with  Sun,  but  avoids 
direct  confrontation;  instead  of  tr\'ing 
to  sell  computers  that  are  merely 
cheaper  t>r  more  p(n\erful  versions  of 
Sun  products,  Auspex  sells  computers 
with  networking  benefits  that  Sun 
itself  doesn't  offer. 

C'ompanies  that  had  been  rebuffed 
in  attempts  to  sell  through  Sun's  dis- 
tribution channels  are  nt)w  develop- 
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ing  channels  of  their  own.  Some  Asian 
clone  companies  are  focusing  on  their 
home  markets  instead  of  on  the  U.S. 
CompuAdd  (Forbes,  Apr.  27)^  which 
sold  about  4,000  Sparc-compatible 
workstations  last  year,  has  been  able 
to  exploit  the  distribution  channels  it 
has  built  up  with  its  large  IBM  PC 
business.  It  may  have  the  best  chance 
of  any  vendor  to  develop  the  low  end 
of  the  Sparc  business. 

It  is  the  high  end  of  Sparc  comput- 
ing, however,  that  will  draw  attention 
over  the  next  several  months  as  Sun 
starts  shipping  its  new  products.  The 
most  important  will  be  the  Super- 
Sparc  line,  employing  the  Viking  mi- 
croprocessor, to  be  made  for  Sun  by 
Texas    Instruments.    During    fiscal 
1993  new  SuperSparc  workstations 
and  ser\'ers  could  reinvigorate  the  Sun> 
product  line,  parts  of  which  are  begin 
ning  to  seem  dowdy.  Of  particulai 
significance  will  be  network  comput 
ers,  known  as  servers,  built  around 
multiple     SuperSparc     microproces 
sors,  although  a  new  Viking  worksta 
tion  also  will  be  important. 

The  SuperSparc  products  are  vital  if"  X: 
Sun  is  to  regain  its  leadership  in  work-'  ii^ 
station  performance,  which  Hewlett-^  ^ari 
Packard  has  taken  by  offering  ma-, 
chines  with  more  speed  for  less  mon- 
ey. For  the  last  couple  of  years.  Sun*  *»^pe 
has  fallen  behind  in  technolog\'  as  it  lloWl 
concentrated  on  decreasing  its  costs  (J™! 
and  inventories  and  increasing  its  cashi  l  • 
balances  and  sales  per  employee.  Now       ' 
Sun  is  well  prepared  for  a  series  of  new 
products. 

Each  generation  of  workstations! 
howe\er,  is  more  costh'  to  develo 
than  the  last,  and  it  is  in  helping  tc 
defray  these  costs  that  a  compatibilir\ 
strategy'  becomes  essential.  All  of  tht 
leading  designs  for  microprcKCssor.' | 
based  on  the  principles  of  reduced 
instruction-set  computing,  or  RISC 
now  are  o\\  ned  b\  computer  system; 
makers.  Sun  has  Sparc;  Hewlett- Pack 
ard  has  Precision  Architecture;  Silicoi 
Graphics  has  Mirs;  ib.m  has  the  Powei 
re  .  Each  is  tning  to  sell  its  micro 
processor  design  to  competing  com 
puter  companies  in  order  to  create  i 
large  ba.se  to  share  the  expense  o 
keeping  the  micropriKessor  design  \x\ 
\.o  date.  If  Sparc  compatible  comput 
ers  outnumber  those  that  are  compat 
ibie  with,  say,  HP  or  Silicon  Graphics 
Sun  wins.  ■ 
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.feers  Y)iir  WindcMS 
HaveAimai 


dBFast 


Introducing 
new 

dBFast.™ 
The  first  and 
only 
dBASE™ 
compatible 
database  and 
,t|iASE/X-Base  language  for 

mdows.  Its  the  fastest, 

lartest  and  easiest  way 
millions  of  users  and 

velopers  to  join  the 

indows  revolution. 
Graphical,  colorful  dBFast 

11  bring  new  life  to  all  of  your 
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Your  applications  will  really  come  to  life 
with  multiple  colors  ar^d fonts. 


eiji  sting  dBASE  programs. 
Liven  them  up  with  multi- 
;,  movable  windows,  pull- 
wn  menus,  check  boxes,  dia- 
iip5  boxes,  radio  buttons,  push 
ttons  and  bitmap  pic- 
res. 
dBFast  also  helps 


MKROSOfTt 
WINDOVS- 


dBFast  helps  you  create  powerful,  graphical  database  applications  quickly  and  easily  with 
pull-down  menus,  check  boxes,  radio  buttons  and  even  bitmap  images. 


you  create  new  dBASE 
programs  quickly  and  easily 

Unlike  other  Windows 
development  systems  that  force 
you  to  learn  a  new  language, 
dBFast  allows  ^■■■1' 

dBASE ,  Fox  and       Jggjgjj 
Clipper  developers    BiBwiJIyM 
to  use  the  lan- 
guage they  already 
know  with  more  than  200 
extensions  and  an  interactive 
editor,  compiler  and  linker. 

And  full  industry  standard 
DDE  and  DLL  protocols  allow 


your  programs  to  communicate 
with  other  Windows  applications. 

Socalll-800-CALLCAI 
and  we'll  rush  \'ou  a  free  Demo 
Disk. 

Call  right  now. 

After  all,  haven't  you  waited 

enough?    GOMPUTBC 


Soflware  superior  by  design. 


Jinputer  Associates  International,  inc..  1  Computer  Associates  Plaza.  Islandia  NY  11788-7000.  All  trade  names  referenced  herein  are  trademarks  of  their  respective  companies, 
""is  a  registered  trademark  of  .\shton-Tate  Corporation. 
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Juries  and 
lideo  justice 


Peter  Huber,  a  senior  fellow  of 
the  Manhattan  Institute,  is  the  author 
of  Galileo's  Revenge:  Junk  Science 
in  the  Courtroom  {Basic  Books). 


The  Los  Angeles  verdict  notwith- 
standing, there's  a  great  future  for  the 
videocam  in  court.  As  it  gets  smaller, 
cheaper  and  more  ubiquitous,  video 
technology  promises  to  sweep  aside  a 
great  deal  of  time-wasting  legal  non- 
sense. Used  aggressively,  video  will 
do  for  the  tangled  legal  concepts  of 
consent  and  coercion  what  finger- 
printing and  genetic  testing  have 
done  to  doorknobs,  rape  and  paterni- 
ty. It  will  replace  months  of  crap- 
shoot  trials  with  days  of  plea  bargains 
and  setdements. 

When  does  a  lawfial  action  become 
a  vicious  assault?  Questions  of  just  this 
kind  come  up  far  more  oft:en  in  court 
than  one  might  suppose.  People  beat 
up  on  other  people  all  the  time — by 
way  of  truncheons,  knives,  scalpels 
and  lawn  mowers.  The  difference  be- 
tween legal  right  and  wrong  in  the 
beating  business  almost  always  turns 
on  consent.  If  a  man  resists  arrest,  the 
police  may  use  necessary  force  to  sub- 
due him;  but  if  he  submits,  trun- 
cheons are  forbidden.  You  can't  use 
electrodes  and  the  burning  end  of  a 
cigarette  to  extract  a  confession,  but 
you  can  use  sweet  talk:  The  difference, 
again,  is  one  of  consent.  A  plastic 
surgeon  has  ever)'  right  to  put  a  knife 
to  a  woman's  breast  if — but  only  if — 
she's  given  her  "informed  consent." 
Billions  of  dollars  of  product  liabilit\' 
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litigadon  revolve  around  similar  ques- 
tions: Did  the  smoker  understand  and 
accept  the  risk  of  lung  cancer?  Did  the 
buyer  of  the  lawn  mower  agree  to  put 
his  own  feet  at  risk? 

A  free  society  has  to  wrestle  with 
questions  like  these  all  the  time:  Free- 
dom, after  all,  means  life  ordered  by 
consent  rather  than  coercion.  But 
nailing  down  the  difference  in  court 
has  proved  endlessly  troublesome. 
Months  after  the  arrest  or  confession 
someone  will  charge  police  brutalit)'. 
When  the  implants  harden  years  after 
the  breast  surgery,  or  the  lung  tumor 
materializes  decades  after  the  first 
puff,  there  will  be  some  claim  that  the 
implantee  or  the  smoker  didn't  un- 
derstand, and  that  the  devious  sur- 
geon or  the  tobacco  company  prevari- 
cated or  hed. 

Video  evidence  is  rapidly  becoming 
one  of  the  most  potent  technological 
answers  to  this  kind  of  messy  dispute. 
Videocams  let  people  see  what  hap- 
pened, see  it  in  real  time,  see  it  just  the 
way  the  original  participants  saw  it. 
Any  fool  can  argue  that  he  didn't  read 
the  fine  print,  but  it's  much  harder  to 
deny  a  tape  that  shows  you  nodding 
and  agreeing  as  the  hazards  are  item- 
ized one  by  one.  The  17-year-old 
hood  may  claim  that  he  was  hideously 
tortured,  but  the  pictures  of  his  con- 
fession show  him  relaxed,  confident 
and  grinning.  Some  surgeons  and 
skydiving  clubs  have  taken  to  video- 
taping the  discussion  about  risks  that 
takes  place  beforehand.  The  camera 
lets  you  nail  down  the  question  of 
informed  consent  beyond  almost  any 
possibility'  of  dispute.  Remembei  the 
little  (quarrel  aniong  Texaco,  Pennzoil 
and  Getty?  A  few  feet  of  tape  might 
have  saved  Texaco  billions. 

The  WW  will  prt)bably  scream  at 
the  tln)ught,  'nit  the  video  camera 
should  bect)nK-  a  fixture  on  ever\' 
police  car  and  in  cver\'surge(.)n's(.>tfice, 
just  like  the  fiight  recorder  in  a  com 
mercial    jet.    Without    question,    it 


should  be  used  in  ever\'  arrest  for 
drunk  driving.  The  videocam  is  like- 
wise the  best  instrument  for  establish- 
ing the  competence  of  someone  who  is 
making  a  controversial  will.  We're  not 
talking  hidden  cameras  here,  just  cam- 
eras that  record  certain  human  interac- 
tions as  a  matter  of  normal  and  accept- 
ed routine.  The  written  word  used  to 
suffice  for  most  such  purposes,  but 
judges  and  juries  have  been  trashing  it 
for  years,  on  the  assumption  that  no 
one  really  knows  how  to  read  or  write 
anymore.  So  tomorrow's  medium  of 
contract,  confession  and  consent  has 
to  be  visual,  which  means  videotape. 

Lawyers  are  always  telling  us 
how  much  we  need  them  to  police 
the  newfangled  technological  terrors 
concocted  by  our  engineers  and  sci- 
entists. What  the  rest  of  societ\-  must 
keep  in  mind  is  that  the  technology' 
can  do  wonders  to  police  the  lawyers. 
Paternit)'  cases  used  to  generate  a  fair 
volume  of  legal  business.  No  longer: 
Now  there's  genetic  testing.  Ques- 
tions of  consent  are  a  lot  more  diffi- 
cult, but  videocams  could  well  have  a 
radical  impact.  Indeed,  the  videocam 
is  probably  the  last  best  hope  for  the 
law  of  contract  in  this  countr>'.  Put  it 
on  tape,  and,  once  again,  the  law  may 
come  to  respect  the  idea  that  a  deal 
is  a  deal.  The  picture  may  save  you  ' 
a  thousand  w  ords  of  courtroom  ex- 
plaining later  on. 

At  the  \er\'  least,  more  videocams 
will  mean  less  doubt,  and  therefore 
fewer  lawsuits,  and  therefore  fewer 
juries.  Which,  with  a  bit  of  luck,  will 
mean  less  looting  and  arson — not 
only  outside  the  courtroom,  but  in- 
side as  well.  Countless  obstetricians, 
surgeons  and  drug  companies  have 
seen  their  careers  or  enterprises 
burned  to  the  ground  because  juries 
drew  silly  lines  between  assault  and 
the  alternati\es.  Juries  do  sometimes 
get  confiised  about  such  things.  Next 
time  a  trial  lawyer  publicly  denies  that 
fact,  ask  him  to  explain  what  hap- 
pened in  Simi  \'alley. 

So  deploy  those  cameras  in  your 
businesses  and  wi^rkplaces,  in  your 
patrol  cars,  offices  and  operating  the- 
aters. Despite  Simi  \'alley,  the  cam- 
eras could  save  your  legal  neck.  Vid- 
eocams promise  to  push  us  back  to- 
ward a  aile  of  law  that  accepts,  once 
again,  the  liberty  defining  dificrences 
between  consent  and  ctKrcion.      ^M 
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"Compound  Integration" 


vJyhe  "compound"  is  tungsten  carbide,  one  of 
the  hardest  of  all  man-made  materials  and  a  cntical  material  for  industrial  cutting  tools  and 
wear  resistant  machine  pans,  as  well  as  drilling,  mining  and  construction  tools. 

The  "integration"  is  embodied  in  Fansteel  VRAVesson.  Fansteel  VRAVesson  is  a  genuinely 
unique  resource  in  the  tungsten  carbide  industr)'  because  of  its  totally  integrated  structure. 

Five  operations  -  Plantsville,  CI;  Lexington,  KY;  LatTC)be,  PA;  Gulfpon,  MS;  Beckley  WV  -  each 
with  distinctive  expertise,  give  Fansteel  VRAVesson  die  abilit)'  to  produce  and  market  amgsten 
carbide  products  for  virtually  any  application,  starting  widi  base  compound  powders. 

The  product  quality  begins  widi  our  proprietary  formulas  for  powder  blending.  Then,  a 
50  year  data  base  of  leading  edge  engineering  expertise  is  brought  to  bear  on  the  product 
design.  Finally  the  solutions  are  produced  on  die  best  available  equipment,  much  of  it  specially 
designed  to  meet  the  unique  requirements  of  our  broad  customer  base.  That's  why  Fansteel 
VRAVesson  means  "compound  integra- 
tion." And  it  is  just  one  more  reason  it 
will  pay  you  to  know  more  about  us. 

Tungsten  carbide  industrial  cutting  tools,  wear 
resistcmt  machine  parts,  drilling,  mining  and 
construction  tools  ...  all  products  ojthejully 
integrated  capabilities  of  Fansteel  VR/W'esson 


Fansteel  is  a  SrecuLTY  Metals  Manufacturer  of  Fabricated  Aircraft/  Aerospace  and  Weapons  Systems  Components. 

Forcings,  Sand  Mold  and  Investment  Castings.  Cutting  and  Milunc  Tools.  Tool  Holding  Devices,  Coal  Mining 

Tools  and  Accessories,  Construction  Tools.  Wear  Parts  and  Special  Wire  Forms. 


1  Tantalum  Place  •  Nonh  Chicago,  IL  60064 
708^894900 
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They're  expensive  and  pungent,  but  wearing  a  Barbour 
coat  is  a  way  for  Britons  to  show  how  "in"  they  are. 

Barbounans 


::  - 


at  the  gate 


By  Peter  Fuhrman 

If  a  prize  were  given  for  the  world's 
most  unlikely  fashion  success,  Brit- 
ain's Barbour  coat  would  win 
hands  down. 

The  first  B  arbours  were  worn  a 
century  ago  by  stoop-shouldered, 
foulmouthed  Geordie  dockworkers 
in  the  sooty  northern  coal  town  of 
Newcasde.  Named  after  John  Bar- 
bour, who  began  selling  them  in 
1892,  Barbour  coats  are  still  made  in 
Newcasde  by  J.  Barbour  &  Sons  Ltd., 
owned  by  Barbour's  heirs. 

Neither  has  the  process  changed 
much.  The  tough  cotton  shell  of  the 
garment  gets  a  paraffin  coating  that 
makes  the  coat  impermeable,  a  real 
plus  in  foul-weather  Britain.  Its  spe- 
cial waxed  cotton  cloth  still  glows 
with  a  dull  and  eerie  brackish  green  or 
navy  blue  shine.  To  the  touch,  Bar- 


bour coats  have  the  tack}^  feel  of  fresh 
creosote.  The  wax  coating  also  im- 
parts a  faindy  acrid  odor;  in  fine  En- 
glish country  houses  and  fashionable 


London  flats,  Barbour  coats  are  oftc 
hung  apart  so  as  not  to  contaminai; 
other  clothing. 

Barbour  coats  have  a  pair  of  bulj 
ing  side  pockets,  good  for  holdin 
recendy  shot  pheasant.  A  clunk)'  zi} 
per  helps  keep  out  the  rain.  An  ou 
sized  corduroy  collar  studded  wii 
brass  clasps  keeps  the  wind  o 
the  neck. 

Since  the  first  coats  were  produce* 
Barbour's  polic\'  has  been  to  fix  woi 
coats  at  littie  or  no  charge  to  ttifcu  c 
owner.  On  any  given  day,  as  many  r  K  c 
150  distressed  coats  arrive  by  post  :<  i  Bi 
Newcasde.  For  some,  it's  just  a  matt^  itoii 
of  lathering  on  another  coat  of  wa 
For  others,  the  damage  is  more  exteiifsTc 
sive,  and  a  small  team  of  seamstressf  idciii 
apply  patches,  sew  up  fi-ayed  seams  ci  iBil 


Coats  that  love  the  rain 

The  Burghley  trenchcoat  (right)  costs  $399. 


President  George  Bush  ifi  (lis  (i.i. . 

Surveying  damage  done  to  his  Maine  home  by  a  storm  last  fali. 
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Prince  Chflries  m  his  Bartvur 
The  royals  prefer  green. 
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nc  the  pockets.  Typical  cost  for  a 
or  overhaul:  $40,  plus  handling. 
Uit  such  are  the  vagaries  of  taste 
t  these  utilitarian,  old-fashioned 
nents  have  become  favorites  of 
fashionable  in  Britain.  It's  not 
ommon  to  find  the  entire  British 
ill  family  turned  out  in  identical 
i.n  Barbours.  The  outerwear  has  so 
its  working-class  aura  that  during 
nl's  general  election,  Neil  Kin- 
'k,  the  Labor  Party  leader,  was 
ided  by  his  own  supporters  for 
iring  one  of  the  decidedly  bour- 
•is  Barbours,  which  carr\^  haut 
irgeois  prices  of  $225  to  $450. 
f  not  among  socialists,  at  least 
:)ng  Tories  it's  considered  a  badge 
)ride  in  Britain  to  own  a  hand-me- 
^n  Barbour,  and  they  are  frequent- 
>assed  down  as  heirlooms — like  a 
of  matched  Purdy  shotguns  or  the 
lily  silver. 

he  coats  have  made  a  fashion 
sh  on  the  Continent,  from  Milan 
iisseldorf  and  on  to  Paris.  Models 
r  them.  So  do  pinstriped  bankers, 
makers  and  entrepreneurs.  J.  Bar- 
r  &  Sons'  unit  sales  on  the  Conti- 
it  have  risen  sevenfold  over  the  last 
years,  to  around  250.000  coats 
991. 

n  the  U.S.  the  Barbour  coat  has 
un  to  make  auspicious  appear- 
es  on  such  celebrities  as  General 
rman  Schwarzkopf  After  Presi- 
u  Bush's  Kennebunkport  home 
hit  by  storms  last  fall,  the  Presi- 
t  went  tramping  through  the  rub- 
in  his  Barbour. 

Jntil  recendy,  the  coats  had  limit- 
distribution  here,  chiefly  in  hunt- 
and  equestrian  stores.  Swamped 
the  demand  in  Europe,  the  400 
nstresses  at  Barbour's  two  New- 
le  factories  have  been  on  perma- 
t  overtime  for  the  last  15  years, 
.'ow  J.  Barbour  &  Sons  is  ready  to 
L-  the  plunge  in  the  U.S.  market. 
.  $50  million  (revenues)  company 
)osting  output  by  25%  this  year,  to 
tal  of  about  600,000  coats.  Berg- 
fGoodman  will  carry  them  here  as 
the  Or\'is  catalog  and  shops. 
>ut  don't  expect  an  advertising 
/..  Boasts  Malcolm  Sutherland,  J. 
hour  &  Sons'  managing  director: 
c  have  no  in- house  designers,  no 
rket  research  to  speak  of,  and 
c  never  done  any  major  market 
'ondsing."  ^ 
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Paying  bills  by  personal  computer  saves  time  and 
trouble,  unless  someone  messes  up.  Then  it  can  drive 
you  nuts— and  even  damage  your  credit  rating. 

Mystery  of  late 
loan  payments 


IT'S  LIKE  BUYING  a  snappy  new  Cadil- 
lac and  then  having  a  pair  of  draft 
horses  haul  it  around. 

That's  the  state  of  electronic  bill- 
paying  today.  There's  all  this  wonder- 
fijl  technology  for  zapping  money 
from  your  bank  account  to  your  credi- 
tors, simply  by  pressing  a  few  keys  on 
your  personal  computer.  Yet  elec- 
tronic bill-paying  services  like  BillPay 
USA  and  CheckFree  pay  about  half  of 
all  creditors  the  old-fashioned  way, 
with  paper  checks.  Thus,  there  is  an 
extra  handoff"  between  you  and  your 
creditors — and  greater  chances  for  a 
ftimble. 

And  therein  lies  my  tale:  the  saga  of 
the  mysteriously  late  loan  payments. 

For  about  nine  months,  I  have  been 
a  customer  of  BillPay  USA,  which  is 
available  through  the  Prodigy  service. 
(CheckFree  is  an  independent  ser- 
vice.) BillPay  pays  most  of  my  bills 
simply  and  electronically.  But  for  the 
past  four  months  I  have  been  receiv- 
ing notices  of  nonpayment  from 
Chemical  Bank,  where  I  have  a  home 
equity  loan.  I  was  also  assessed  late 


charges  each  month.  I  worried  about 
my  credit  rating. 

My  trust}'  computer  showed  that 
my  checking  account — also  at  Chem- 
ical— had  been  debited  for  payments 
of  $299.28  ver\'  early  in  the  months  of 
January',  Februar\',  March  and  April. 
Funny,  I  thought,  how  a  big  organi- 
zation like  Chemical  could  get  its  own 
wires  crossed.  One  division  of  the 
bank  was  prompdy  removing  my 
cash,  but  another  part  was  taking  its 
sweet  time — three  or  four  weeks  every 
month — to  credit  me  for  the  pay- 
ments. And,  of  course,  I  was  being 
dunned  $5  late  charges  each  month. 

Another  set  of  crossed  wires:  Bill- 
Pay  is  operated  by  Manufacturers 
Hanover  Trust,  which  is  now  part  of 
Chemical. 

Was  1  caught  up  in  some  sort  of 
sophisticated  float  scheme?  Or  was 
simple  human  error  to  blame.' 

Flectronic  mail  inquiries  to  BillPay 
didn't  solve  the  problem.  A  series  of 
telephone  calls  to  Chemical  produced 
little  initial  help.  One  employee  sug- 
gested I  abandon  electronic  bill  pay- 
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How  do  you  make 

the  best 
imnivans  better? 

Make  thetn  safer. 
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From  day  one,  the  first  minivans 
have  been  the  world's  favorites. 

We  invented  the  minivans  in  1984,  and 
they  became  the  preferred  family  vehicles 
almost  overnight.  By  now  we've  sold  over 
three  million,  and  we  continue  to  outsell  all 
the  competition  combined. 

If  you  own  a  Caravan,  Voyager  or  Town 
&  Country,  you  know  why.  The  front-wheel 
drive,  the  handling,  the  ride,  the  room,  the 
comfort,  the  warranty* — nobody  has  put  the 
whole  package  together  the  way  we  have. 

In  the  last  18  months  we've  made 
changes  that  our  customers  want  and  need. 
We  lowered  the  front  end  for  more  visibility, 
and  softened  the  lines  for  a  more  aero  look. 
We  improved  the  front  suspension  system 
for  a  more  solid  feel  of  the  road.  We  gave 
you  a  choice  of  engines  for  the  way  you 
drive.  We  put  a  child-guard  lock  on  the  slid- 
ing door. 

And  during  this  period,  we've  been 
putting  our  brains  and  technology  to  work 
on  an  area  of  increasing  concern:  safety  on 
the  road. 

The  driver's  minivan  air  bag. 

America  asked  for  it, 
we  were  the  first  to  deliver. 

By  now,  it's  an  accepted  fact  that  air 
bags  save  lives.  A  lot  of  lives. 

First,  we  put  an  air  bag  in  every  produc- 
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tion  passenger  car  we  build  in  the  U.St         q 
Then  we  were  the  first  to  do  it  for  minivan,  ^jij 

Today,  a  driver's  minivan  air  bag  is  sta^  --^ 
dard  on  every  Caravan,  Voyager  and  Town 
Country.  It's  fully  effective  only  when  used 
with  a  seat  belt.  And  it's  the  most  effective 
protection  against  injury  you  can  get  today 
And  all  our  1994  minivan  models  will  have., 
an  air  bag  for  the  front  seat  passenger  as 
well. 

By  the  way,  our  driver's  minivan  air  br 
is  probably  the  most  thoroughly  tested  pie. 
of  equipment  we've  ever  installed.  And  the- 
test  results  show  it  works  the  way  it's  de 
signed  to  work. 
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Holding  the  road  is  another 
reason  why  we're 
holding  the  lead. 

Our  engineers  have  pulled  out  all  the 
stops  to  help  \'ou  stop  safely  when  the  roa 
is  wet  and  slippery.  An  anti-lock  braking  S" 
tem  is  standard  on  Town  <^  Ctuintry,  and 
available  on  Caravan  and  Voyager,  it  does 
what  the  driver  can't  do  in  a  potentially  djjmse; 
gerous  situation. 

S[x\ial  wheel  speed  sensors  detect 
lockup  when  it's  about  to  happen.  Then 
braking  pressure  is  selectiveK  adjusted,  U) 
to  IS  times  [xm*  second.  If  one  fr(.)nt  wheel 
starts  to  lock,  only  brake  pressure  to  that 
wheel  is  reduced.  If  either  rear  wheel  beg 
to  lock,  brake  pressure  to  both  rear  whee 
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.  reduced.  That  helps  you  come  to  a  safe, 
pntrolled  stop. 

Our  ABS  system  went  through  more 
lan  a  million  miles  of  testing  before  it  went 
no  our  minivans.  So  you  can  count  on  its 
^liability. 

All-wheel  drive  also  makes  a  major  con- 
ibution  to  safety.  It  gives  you  much  better 
action  than  two-wheel  drive  on  any  kind  of 
jad  surface.  It  helps  keep  you  in  control 
■'hen  you're  taking  a  tight  corner  in  treach- 
rous  weather.  And  you  can  get  it  on  any  of 
ur  minivans. 

The  inside  story  of 
minivan  safety  engineering. 

Our  safety  engineers  work  with  the. 
lost  advanced  technology  available  to 
sduce  the  chance  of  serious  injury  in  the 
vent  of  an  accident. 

"Occupant  Kinematics"  is  one  of  the 
incy  terms  they  use.  It's  the  study  of 
lotion  during  a  collision.  Using  kinematics, 
sstraint  systems  are  analyzed  before  testing 
ir  maximum  safety  by  a  computerized 
bree-dimensional  model. 

We  also  have  a  special  safety  feature  for 
ome  very  special  passengers.  The  worid's 
rst  built-in  child-restraint  seat,  available  on 
'aravan  and  Voyager.  Our  competition 
oesn't  have  anything  like  it. 

Nobody  likes  to  think  about  trouble  on 
^fie  road.  But  if  it  happens,  you'll  be  glad 
lur  engineers  spend  every  day  thinking 
bout  it. 


Over  the  years,  Chrysler  has  added 
safety  feature  after  safety  feature  to  its  mini- 
vans.  We've  met  every  government  safety 
standard  on  time  or  ahead  of  time,  and  set 
new  standards  of  our  own.  And  we'll  con- 
tinue to  do  so. 

The  way  we  build  our  minivans,  and  the 
safety  we  build  into  them,  has  kept  us  num- 
ber one. 

The  final  step  in  the 
evolution  of  the  minivan:  ZEV. 

That  stands  for  Zero  Emission  Vehicle. 
In  other  words,  the  electric  minivan.  The 
wodd  is  ready  for  it.  We've  been  planning  it 
for  years,  and  now  we're  bringing  the  plan 
to  production. 

This  September  we'll  start  building  a 
limited  number  of  electric  Dodge  Caravans 
and  Plymouth  Voyagers.  Like  our  present 
minivans,  they'll  hold  seven  people  and 
plenty  of  cargo.  They'll  be  front-wheel  drive, 
with  electric-powered  steering  and  brakes, 
and  optional  electric-powered  air-condition- 
ing. The  range  is  120  miles  on  the  highway, 
90  in  city  stop-and-go  driving.  Then  you 
simply  recharge  the  battery. 

In  the  automotive  business  you  lead, 
follow,  or  get  out  of  the  way.  Our  aim  is  to 
lead  by  building  our  minivans  better,  build- 
ing them  safer,  building  them  cleaner.  So  we 
can  reach  the  only  goal  that  really  matters:  a 
satisfied  customer. 


When  it  comes  to  safety, 
you  don't  play  it  safe. 

When  you  build  minivans,  you  make 

afety  one  of  your  top  priorities.  We  do,  be- 

ause  a  lot  of  families  are  depending  on  us. 


ADVANTAGE:CHRYSLER^ 

CHRYSLER   PLYMOUTH    DOOGEDOOGE   TRUCKS   JEEP.    EAGLE 
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See  limited  warranties  and  restrictions  at  your  dealer  tExcludes  Dodge  Viper  and  vehicles  built  for  Chrysler:  Impotts.  Laser,  Talon.  Premier,  Monaco,  Summit 
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ing  and  go  back  to  writing  out  my 
own  checks. 

No  wonder  she  made  that  sugges- 
tion. I  eventually  discovered  that 
Chemical  Bank  does  not  yet  accept 
electronic  payments  from  bill -paying 
services,  including  the  one  it  owns. 
The  bank  is  very  much  in  the  paper 
age;  it  still  has  a  team  of  horses  hooked 
to  its  Cadillac. 

Why  had  it  been  taking  weeks  each 
month  for  my  checks  to  get  drawn  up, 
transported  and  credited  to  my  home 
equity  loan  account.^  After  raising 
some  hell,  I  finally  got  a  team  of 
bankers  on  the  case.  Their  verdict: 
Somewhere,  somehow,  a  zero  disap- 
peared from  my  loan  account  num- 
ber. So  for  weeks  each  month,  my 
checks  apparendy  have  been  sitting  in 
an  exceptions  file — one  digit  miss- 
ing— awaiting  special  treatment.  At 
the  end  of  each  month,  someone  has 
been  figuring  out  where  it  should  be 
credited.  Weeks  late.  And  without 
correcting  the  mistake. 

The  case  of  the  missing  digit  solved, 
the  late  charges  were  credited  back  to 
me  and  there  was  no  black  mark 
entered  on  my  credit  file.  But  there 
are  some  morals  in  this  story  for  any- 
one who  uses,  or  is  thinking  of  using, 
electronic  bill-paying  technology: 

■  Don't  assume  your  creditors  are 
being  paid  electronically.  While  many 
major  creditors,  from  American  Ex- 
press to  New  York  Telephone  to  most 
utilities,  are  wired,  at  least  as  many  are 
not.  So  don't  cut  your  float  too  thin. 
Allow  a  few  days  for  your  "electron- 
ic" payments  to  go  through  the  mails. 

■  Be  careftil,  when  adding  new  pay- 
ees, to  record  your  account  numbers 
accurately.  This  is  easier  said  than 
done.  My  18 -digit  mortgage  number 
contains  seven  zeros,  including  one 
clutch  of  five  in  a  row,  one  of  which 
got  lost. 

■  In  case  of  problems,  the  phone  can 
produce  solutions  a  lot  quicker  than 
electronic  mail. 

Still,  for  $9.95  per  month,  the  con- 
venience and  time  savings  of  electron- 
ic bill -paying  services  like  BillPay 
(which  also  requires  $12.95  monthly 
for  Prodigy)  and  ChctklTce  arc  well 
worth  the  occasional  ^!itch.  But  I'm 
still  looking  forward  to  he  day  when 
the  (>adillac  will  get  its  engine  com- 
pletely hooked  up  and  the  horses  can 
be  put  out  to  pasture.    -W.G.F.    Hi 
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If  you  like  the  elegant  lines  and  fine  wood  veneers 
that  typify  the  Biedermeier  style  in  furniture,  you'll 
love  the  genre's  new  low  prices. 

Bottom-fishing 
for  Biedermeier 


By  Christie  Brown 

After  a  meteoric  rise  in  the  early 
1980s,  prices  for  ftirniture  and  objets 
in  the  Biedermeier  style  are  plunging. 
"In  1980  an  average  Biedermeier  sec- 
retaire (see  photo ^  p.  144)  sold  for 
$5,000  in  Vienna,  the  same  price  or 
less  in  New  York,"  recalls  Herve  Aar- 
on, president  of  the  Didier  Aaron 
gallery  in  New  York  City.  "In  1986  it 
sold  for  $10,000  to  $12,000  in  Vien- 


na, and  $25,000  in  New  York.  Now 
the  piece  would  sell  for  510,000  to, 
$15,000  in  both  Vienna  and  New 
York." 

When  you  consider  that  a  good 
quality  modern  reproduction  of,  sayJ 
a  Rhode  Island- st\'le  secretan'  can 
easily  cost  $20,000,  Biedermeier  is 
one  of  the  great  bargains  in  antique 
furniture  today.  Manufactured  mostn 
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Biedermeier  furniture  made  from  1815  to  1848 
Out  of  fashion  and  down  in  price. 
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The  Travelers'  commitment  to 
quality  products  and  cost  control 
starts  with  33,000  employees  dedi 
cated  to  customer  satisfaction. 

Of  these,  10,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

100,000  cdrefully  selected  and  credentialed 
physicians  and  other  health  professionals  and 
1,000  hospitals  in  130  major  metropolitan  areas. 

$1.4  billion  in  new  business  in  1991  —  testi- 
mony to  a  company  whose  health  care  network 
delivers  appropriate  care  more  efficiently  through 
local  medical  management.  A  company  that  cus- 
tomizes programs  because  it  understands  that 
not  all  businesses  are  the  same.  A  company 
committed  to  avoiding  illness  —  and  expense  — 
through  wellness  and  counseling  programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  bacfced  by  over  $50  billion  in  assets 
and  by  a  128  yecir'tr^idition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

Thelir^elers] 

You're  better  off  under  the  Umbrella! 


The  Travelers  Insurami 
jnd  it>.  Affilijies.  Hartt^ 
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ly  in  Austria  and  Germany  from  1815 
to  1848,  Biedermeier  pieces  filled  the 
homes  and  apartments  of  a  growing 
bourgeoisie  across  northern  Europe. 
Indeed,  the  term  "Biedermeier"  was 
tagged  onto  the  style  in  1853  by 
pundits  trying  to  satirize  the  sobersid- 
ed  bourgeoisie:  biedermczns  plain  or 
commonplace,  meter  is  a  common 
German  surname. 

The  world's  first  mass-produced 
fiirniture,  Biedermeier  pieces  have 
simple,  classical  lines.  They  were 
made  of  inexpensive  local  soft 
woods — pine,  fir  or  spruce — and  cov- 
ered with  hardwood  veneers  of  cher- 
ry, birch,  ash,  pear,  apple  or  maple. 
The  mass  production  was  made  possi- 
ble by  three  technological  leaps  at  the 
time:  the  development  of  veneer- 
making  machines  that  made  uniform, 
paper-thin  sheets  of  wood;  roller  ma- 
chines that  squeezed  the  sap  from 
veneers;  and  strong  new  glues  for 
making  the  veneers  adhere. 
Biedermeier  was  also  among  the 
world's  first  fiirniture  to  be  sold 
through  catalogs. 

For  over  a  century  aft:er  the  riots 
and  revolutions  in  Europe  in  1848, 
the  Biedermeier  look  was  declasse. 
But  in  1979  an  exhibit  at  London's 
Victoria  and  Albert  Museum — "Vi- 
enna in  the  Age  of  Schubert" — show- 
cased Biedermeier  fiirniture,  which 
quickly  became  the  darling  of  Ameri- 
can decorators.  As  dealers 
hustled  to  ship  crate  loads 
of  the  fiirniture  from  Eu- 
rope to  the  U.S.,  prices  here 
rose  to  twice  what  they 
were  in  Europe.  Now  that 
decorators'  tastes  have 
changed  again,  U.S.  prices 
for  Biedermeier  have 
dropped  back  to  the  Euro- 
pean level. 

One  of  the  best  private 
collections  of  Biedermeier 
fiirniture  belongs  to  Allen 
Klein,  a  set  designer  for  op- 
era companies  in  Europe 
and  the  U.S.  Over  die  last 
14  years  Klein  has  collected 
about  100  Biedermeier 
pieces,  including  sofas,  ar 
moires,  secretaires,  tables, 
chairs  and  beds.  The  fiirni 
ture  fills  Klein's  small  New 
York  (^ity  apartment  and  a 
32  room       chateau        he 


Allen  Klein  with  Biedermeier  clock 
Price  $8,500— his  costliest  item. 


bought  in  1986  near  Colmar,  in  the 
Alsace  region  of  France,  with  a  col- 
league and  fellow  Biedermeier  collec- 
tor. Bliss  Hebert. 

Klein  first  got  interested  in  Bieder- 
meier fiirniture  in  1964  during  a  visit 
to  Berlin.  His  host's  apartment  was 
filled  with  the  stuff,  which  had  been 
salvaged  from  the  streets  or  picked  up 
from  junk  shops.  Klein  liked  the  Bie- 
dermeier look  but  didn't  buy.  "It 
never  occurred  to  me  that  I  could  ship 


Bierlermeier  secretaire 

From  $5,000  to  $25,000  to  $15,000. 


fiirniture  back,"  he  recalls. 

When  he  finally  bought  his  fij 
Biedermeier  pieces,  in  1978,  he  pi 
S2,000  for  a  cherrywood  sofa  ai 
another  $2,000  for  a  round  birl 
table,    both    purchased    fi-om    Ni 
Smith's  antique  shop  in  New  Yorj 
Greenwich  Village.  Soon  thereaf 
prices  took  off  and  Klein  found  hiJ 
self  priced  out  of  the  market  in  t| 
U.S.  Fortunately,  his  profession  tol 
him    often    to   Vienna    and    Bern 
where    Biedermeier    was    less    del 
"Shipping    fiirniture    home    w; 
cheap,  but  the  total  cost  wasn't 
where  near  what  the  prices  were  | 
New  York,"  says  Klein. 

As  prices  have  fallen  for  Biedermc 
in  the  U.S.,  Klein  has  been  buying h^ 
again.  Last  year  Klein  snapped  i 
Biedermeier  chest  of  drawers  and 
ror  for  S3, 000  at  a  Miami  dea 
Smiles  Klein:  "They  would  have  c^ 
much  more  in  Germany." 

As  he  became  something  of  an 
pert  on  arbitraging  Biedermt 
prices,  Klein  did  some  dealing  of  | 
own.  For  example,  in  1983  he  bouj 
20  pieces  of  Biedermeier  fumitil 
from  a  S\\'edish  dealer  and  qui^ 
resold  15  to  New  York  ftiends 
dealers  at  a  nice  profit. 

One  drawback  to  Biedermeier 
niture  is  the  maintenance.  When  si 
jected  to  changes  in  humidit>'  or  te| 
perature  variations  of  more  than 
degrees,  the  soft  woods 
derlying    the    veneers 
pand   or   contract,   sori 
times  making  the  venel 
rip,  bubble  and  crack. 
New    York    the   veneeri 
popping  oft  all  the  time 
cause  the  heating  keeps 
apartment  so  dr>,,"  expL 
Klein.  "In  France  I  have 
opposite    problem." 
there  are  feu  problems  t| 
a  good  restorer  cannot 
One  gtxxl  source  for 
pairs  is  Sotheby's  resttl 
tion     department,     wh| 
charges  $60  an  hour. 
iither  strong  recommeni 
tion:      Get     some     gtj 
humidifiers. 

For  more  on  the  subjl 
see  Biedermeier  (Abbc\| 
Press,  $60),  by  Angus  VJ 
kie,  a  fiirniture  consult! 
to  C^hristie's. 
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FRESH  EGGS  AND  TOAST. 

Beluga  ca\  iar.  from  Russia  w  ith  lo\  e.  You 
can  sa\  or  this  delicacy  once  resen  ed  for  royalty 
in  our  international  First  Class  cabins. 

And.  iis  you'd  expect,  you'll  find  it  accom- 
panied by  \  odka  and  champagne.  Onl>  Absolut 
and  \  intage  Dom  Perignon.  respecti\ely 

United  s  international  First  Class.  For  those 
accustomed  to  excellence  in  e\  er\-  detail. 

Come  fix  the  airline  that's  uniting  the  world. 
Come  fl\  the  friendly  skies. 

<^UniTED  AIRLIHES 
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Tight  comer 

A  FHW  YEARS  AGO  Hyundai  Motor  Co., 
Korea's  largest  carmaker,  was 
thought  of  as  a  serious  danger  to 
Detroit — and  Japan,  too.  Introduced 
in  the  U.S.  in  1986,  Hyundai  took  off 
like  a  rocket,  selling  at  a  300,000- 
cars-a-year  rate  its  second  year.  Then 
it  came  down  like  a  rock,  to  about 
100,000  a  year  now,  pushing  U.S. 
revenues  down  to  around  $1  billion. 

But  Hyundai  doesn't  intend  to 
quit.  In  January  the  company  sent 
over  Dal  Ok  Chung  as  president  of 
Hyundai  Motor  America,  based  in 
Fountain  Valley,  Calif  "I  thought  I 
knew  the  U.S.  market  very  well,"  says 
Chung,  who  was  in  quality  control 
and  export  sales  in  Seoul,  "but  it's  not 
the  same  as  being  here." 

Chung's  basic  plan:  rebuild  the 
reputation  for  quality  and  push  for  a 
sportier  look.  Prices  will  go  up  a  bit, 
but  Hyundai  will  stay  at  the  lower  end 
of  the  market.  Key  to  the  program  is  a 
sleek  roadster,  which  Chung  says  he 
will  have  ready  for  the  U.S.  market  as  a 
1996  model,  selling  for  $14,000. 

Chung's  is  not  an  easy  row  to  hoe. 
Right  now,  Hyundai's  Excel  starts  at 


$6,595,  with  rebates  up  to  $1,500  on 
1992  models.  The  company  also  of- 
fers a  free  two-year  service  program, 
complete  with  oil  changes,  which 
costs  it  another  $400  or  $500  a  car. 
Meanwhile,  huge  wage  increases  back 
home  have  hurt  operating  margins. 
"I  don't  like  it,"  says  Chung,  51. 


Financial  publisher  Mark  Dixon 
German  investors  are  different 
from  Americans. 


"Our  prices  are  very  low  for  the  cus- 
tomers, but  they  still  expect  rebates 
and  qualit)'.  But  we  can  only  solve  our 
problem  by  satisfying  the  customer." 
Correctly  identifying  problems  goes  a 
long  way  toward  solving  them. 

-Jerry  Flint 

Rising  expectations 

American  in^xtestment  in  Russia  and 
Eastern  Europe  is  gathering  momen- 
tum. Mark  Dixon,  publisher  of  East 
European  Investment,  notes  that  one- 
third  of  the  146  acquisitions,  joint 
ventures  and  startups  completed  in  \ 
the  old  communist  lands  in  the  last 
quarter  of  1991  were  U.S.  deals. 
That's  twice  as  many  as  were  done  by  i 
the  next  most  active  player,  the  U.K. 

Another  indicator:  Dixon  says  al- 
most half  of  the  3,000  subscribers  to-,  j,th( 
his    new    publication    (annual    fee,  .^oftc 
$580)  are  based  in  the  U.S.  --nap 

Dixon,  a  29-year-old  transplanted  i|  -r 
Englishman,  got  into  financial  pub- 
lishing by  accident.  Three  years  after 
graduating  near  the  bottom  of  his'lm? 
class  from  Eton  in  1980,  he  moved  to    ; 
New  York  and  began  negotiating  in- 1  •, 
ternational  mergers  in  the  insurance, 
industry'  for  a  small  investment  bank.    \^  3 
He  soon  noticed  that  British  firms  5  ^  ^ 
were  pouring  tens  of  billions  of  dollars  j  ^^^ 
into  U.S.  assets,  but  no  one  was  track-   j(|» 
ing  the  deals.  He  went  into  business',  ,^^^ 
for  himself  in    1987,  publishing  ^\m^y, 
newsletter  called  the  British- Ameri- 1  \^^^ 
can     Deal    Review.    In     1991     he    jj^j^ 
launched   the    World  Deal  Review, ;  -^^^ 


Hyundai  Motor  Afnen.vi's  president,  Dal  Ok  Ctiiing 

Low  prices  alone  couldn't  threaten  Detroit  and  the  Japanese. 
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which  covers  merger  and  acquisition 
activity'  in  over  70  countries  for  read-  ^  j 
ers  interested  in  foreign  investment. 

Dixon  obsenes  some  big  differ- 
ences between  American  investments 
in  Flastern  Europe  and  Russia  and 
those  of  other  countries.  For  exam- , 
pic,  Germans  invested  $3.7  billion  in 
former  Eastern  bloc  countries  in  the 
last  quarter  of  1991,  but  nearly  all  of  |j 
that  was  ccMicentratcd  in  a  few  large, 
fictories  and  hotels  in  eastern  Germa- 
ny. By  contrast,  recent  U.S.  invest- 
ments are  spread  across  a  large  num- 
ber of  joint  ventures  and  startups  in 
many  countries,  tlunigh  Russia  has 
attracted  the  most  attention. 

Whv  Russia?  The  lure  of  big  mar- 
kets. "West  Europeans  have  been  fas- 
cinated by  small  East  European  mar- 
kets," savs  Dixon.  "But  companies 
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BELOW: 

Marc  Stefanski, 
Third  Federal  S&L 
Will  borrowing 
short  and  lending 
long  come  back 
to  haunt  him? 


)m  the  much  larger  U.S.  market 
ve  often  seen  them  as  mere  dots  on 
and  troublesome  ones  at 


-Tatiana  Pouschine 


April  Pacific  Telesis  said  it  was 
inking  of  spinning  off  its  regulated 
lone  operations  to  concentrate  on 
llular  and  other  unregulated  busi- 
sses.  What's  up?  "The  only  way  of 
iderstanding  what's  happening  at 
cTel,"  says  Victor  Schnee,  "is  that 
IS  the  result  of  a  civil  war  within  the 
mpany." 

i\s  president  of  Probe  Research  of 
'dar  Knolls,  N.J.,  Schnee  is  a  well- 
2;arded  telecommunications  indus- 

analyst.  In  his  latest  report,  "The 
id  of  the  Local  Monopolies," 
hnee  says  PacTel  and  the  other  Bell 
•crating  companies  are  facing  a  cri- 
:  With  competition  coming  at  last 
their  local  regions,  phone  company 
ccutives  must  aggressively  invest  in 
d  market  all  kinds  of  information 
-hnology  and  communications  ser- 
es. But  according  to  Schnee,  after 
cades  of  ignoring  warning  signs, 
;)st  executives  still  don't  take  the 
jnpetitive  threat  very  seriously. 
"Two  years  ago,  when  I  first  started 
king  about  competition,  they  [Bell 
ccutives]  would  say,  'This  will  never 
ppen,'  "  states  Schnee.  "Now  the 
-ling  is,  'Competition  is  coming. 
It  not  on  my  watch.'  " 
llather  than  make  the  huge  invest- 
mts   in   fiber-optic   cable,   digital 
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switches  and  other  equipment  and 
skills  necessary  to  keep  up  with 
emerging  competitors,  Schnee  be- 
lieves most  phone  company  managers 
will  be  content  to  boost  their  earnings 
by  cutting  costs.  Schnee  figures  cost- 
cutting  will  add  up  to  $17  billion  to 
the  seven  Bell  companies'  combined 
cash  flow  over  the  1990s.  But  after 
that  the  savings  opportunities  will 
have  been  exhausted. 

Schnee  says  the  Bells  are  divided  on 
what  to  do.  PacTel  seems  to  be  saying 
it  will  resolve  the  dilemma  by  letting 
its  old-line  phone  company  managers 
go  one  way,  its  more  competitive 
cellular  managers  another.  BellSouth, 
on  the  other  hand,  may  be  more 
determined  to  compete  as  a  unified 
company.  In  Australia,  for  example, 
BellSouth  has  been  backing  Optus 
Communications  in  its  bid  to  com- 
pete against  the  state  phone  monopo- 


ly. What  BellSouth  learns  about  com- 
petition down  under  it  will  no  doubt 
apply  back  home.     -Gary  Slutsker 

Rainy  day  capital 

Marc  Si eea.nski  wanted  to  refinance 
his  mortgage  in  January.  His  family 
runs  a  mutual  savings  and  loan:  Cleve- 
land's $3.6  billion  (assets)  Third  Fed- 
eral Savings  &  Lx)an  Association,  of 
which  38-year-old  Stefanski  is  chair- 
man. But  the  thrift  has  a  policy  against 
lending  to  oflficers,  so  he  applied  to  a 
local  bank.  Three  months  later  the 
mortgage  rate  had  climbed  50  basis 
points  and  the  bank  still  hadn't  com- 
pleted the  paperwork — which  was 
fine  with  Stefanski. 

"Sure,  I  could  have  called  the  bank 
president  and  told  him  I  was  having 
trouble,  but  then  they  might  have 
fixed  their  problems,"  chuckles  Ste- 
fanski, who  figures  that  every  custom- 
er turned  oflf  by  his  competitors  is 
potential  business  for  him. 

If  Third  Federal  had  been  the 
model  for  the  thrift  industry,  there 
might  not  have  been  a  federal  S&L 
bailout.  The  mutual  was  founded  by 
Stefanski's  parents  in  1938  and  has 
never  veered  from  making  residential 
mortgages.  Fancy  oflSces?  All  the 
thrift's  officers  save  Stefanski  sit  in  the 
lobby  of  the  main  branch.  Third  Fed- 
eral's equit}'  capital,  9.7%  of  assets,  is 
more  than  double  the  median  of  simi- 
lar-size thrifts.  Return  on  assets  last 
year  was  1.5%,  triple  that  of  its  peers. 
Were  Third  Federal  to  go  public  (a 
possibility  Stefanski  says  is  not  in  the 
plans  right  now),  it  would  probably 
be  valued  at  around  $375  million. 

During  this  year's  refinancing 
boom,  Stefanski  says  he  kept  turn- 
around time  on  loan  approvals  to  a 
maximum  of  ten  business  days.  He 
can  do  that,  he  says,  because  Third 
Federal  keeps  the  mortgages  it  origi- 
nates rather  than  sell  them  into  the 
secondar#markct;  this  cuts  way  down 
on  paperwork.  The  thrift  makes  no  VA 
or  EHA  loans — another  red-tape-sav- 
ing policy. 

The  S&L  does  carry  substantial  in- 
terest rate  risk.  Most  of  its  mortgages 
are  30-ycar  fixed  rate.  Should  interest 
rates  soar,  it  could  face  a  crunch. 
"That,"  says  Stefanski,  "is  why  we 
have  so  much  capital,  for  that  prover 
bial  rainy  day."  -Janet  Novack  ^ 
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First  Security  Corp. 
First  American  Corp. 
First  Alabama  Bancshare 
Star  Banc  Corp. 
INB  Financial  Corp. 
United  Banks  of  Colorad 
Central  Fidelity  Banks 
Merchants  National  Cor] 
First  Florida  Banks 
First  Hawaiian 
First  Virginia  Banks 
Bank  South  Corp. 
BBfeJT  Fin.incial  Corp. 
Team  Baiicshares 
City  National  Corp. 
Deposit  Guaranty  Corp. 
Central  Bancsharet 

of  the  South 
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Howard  Savings  Bank 
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Israel  Discount  liank 
of  New  York 


America  s  top  20  diversified  financial  companies. 


American  Express 
Federal  National 

Mortgage  Association 
Salomon 

Aetna  Life  &  Casualty 
Merrill  Lynch 


CIGNA 

American  International 

Group 
Travelers  Corp. 
Morgan  Stanley  Group      American  General 
ITT  Transamerica 


Student  Loan  Marketing    Bear  Stearns 
Association  Household  International 


Freddie  Mac 
Loevi-s 


Lincoln  National 
Primerica 
Paine  Webber 
Group 


Citgo  Petrols 
Sysco 
Flucr 

Halliburron 
Pacific  Enter 
Electronic  D. 
Waste  Manai 
Walt  Disney 
Capital  Cities/ ABC 
Wetterau 
Ryder  System 
Humana 


Freddie  Mac  earned  a  spot  at  the  top  of  this  list  by  making  a  profit  21  year.* 
in  a  row.  How  did  we  do  it?  By  buying  mortgages  from  lenders,  and  packaging 
them  as  mortgage  securities  to  sell  to  investors.  That  keeps  funds  flowing,  makes 
financing  more  available  and  affordable,  and  helps  more  Americans  realiie  the 
dream  of  owning  a  home. 

Freddie  Mac.  8200  lones  Branch  Drive.  Mail  Stop  40').  McLean.  VA  22102 


Harvest  Slates  Coops. 
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me  chemical  stocks — including  Air 
(xlucts  &  Chemicals,  Union  Car- 

e  and  Rohm  &  Haas — are  show- 
nice  gains  this  year.  Others,  in- 

ding  Lyondell  Petrochemical  and 

R.  Grace,  have  languished.  Dean 
itter  chemical  analyst  Harvey 
ober  explains  the  difference  in  per- 
rmance  by  separating  the  industry 
ID  four  sectors — petrochemical,  fer- 
izer,  cyclical  and  growth.  Stocks  in 
L  first  two  categories,  he  explains, 
\  e  yet  to  benefit  fi-om  the  economic 
^overy,    while    the    q'clicals    have 

ne  phenomenally  well.  Stober  says 
<c  best  bu\ing  opportunities  lie  in 
growth  sector.  His  favorites  in- 
jde  Monsanto,  which  offers  a  3.5% 
rid,  and  Imcera. 

Despite  a  flat  market  so  far  in  1992, 
tlood  of  initial  public  offerings  is 
ishing  up  the  market's  total  capital- 
ition.  The  value  on  the  Barra  All- 
S  index  is  $3.9  trillion,  up  from  S3. 6 
Uion  in  December  1991. 


Special  focus 


The  overall  market 


Using  expectations:  0\cr  the  past  month, 
nalysts  in  the  Institutiona]  Brokers  Esti- 
nate  System  raised  their  1992  earnings 
stimates  on  the  companies  below  by  at 
•|si  20%.  Since  early  April,  the  1992  eam- 
ngs  forecast  for  Ford  Motor  has  tripled, 
^hilc  supermarket  chain  Penn  Traffic's 
:amings  estimate  doubled. 

Companies  whose  1992  earnings  estimates 
rose  20%  or  more  in  the  past  month. 


Company 
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Closeup  on  the  market 
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-0.3 
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0.3 
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The  best  and  worst  performing  stocks'- 
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FIXED  INCOME  REVIEW 


BY  ER  C  S.  HARDY 


Yield  curve 


1  month 
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Maturity  (years) 


10 


20 


30 


30-year  rate  minus  1-year  rate 


500 


Basis  points' 


Yield  vs.  inflation 


16% 


12 


'83 


'84 


■85 


■86 


■87 


■89 


Spread  over 

Treasurys 

Total  returns 

t 

Security 

Basis  points 

Security 

1  year' 

3  years 

AA  corporates 

59 

AAA  rorporates 

11.5% 

11.6%       ., 

AAA  industrials 

57 

77 

500 

-199 

Ginnie  Maes 

11.7 

13.2 

Ginnie  Maes 

Junkcorpoiates' 

Municipals^ 

Junk  corporates' 
Municipals 
Treasury  bonds 

26.1 

9.5 

10.5 

14.7 

9.4 

11.1 

Note;  Except  where  footnoted,  all  information  provided  by  Barra,  Inc..  Berkeley.  Calif 
'The  trailing  12-month  increase  in  the  Consumer  Price  Index.  'Source;  First  Boston. ' 


Fixed  income  investors  who  hav 
been  shunning  U.S.  Treasury  securj 
ties  because  of  their  low  yields  shoul 
take  another  look.  The  aiternativi 
are  not  as  attractive  as  they  once  \\'e: 
Or,  to  put  it  another  way,  yie 
spreads  have  been  narrowing. 

The  phenomenon  is  quite  visible 
the  tax-exempt  sector.  Municip; 
still  offer  better  aftertax  returns  tlu 
Treasurys.  But  the  muni  advanta 
isn't  all  that  significant.  For  exampl 
top-quality  general  obligation  de 
maturing  in  one  year  pays  3.3% 
one-year  Treasury,  in  contrast,  pa; 
2.9%  aftertax  for  someone  in  the  31 
federal  tax  bracket.  That  leaves  a  4i 
basis-point  advantage  to  the  m 
investor. 

Keep  in  mind  that  Treasure's 
subject  only  to  federal  income  taxc 
Diversified  -^lunicipal  bond  fiinds,  b 
cause  their  portfolios  will  likely  om 
bonds  outside  the  investor's  hon 
state,  are  usually  subject  to  state  i 
come  tax,  narrowing  the  muni's  aft< 
tax  yield  advantage.  Single-state  poi 
folios  get  around  this  problem,  b 
with  some  increment  of  risk.  A  Ni 
Yorker  putting  all  his  money  in  N 
York  munis  is  at  risk  that  the  stat( 
credit  rating  will  fall  and  take  prii 
down  with  it. 

Now  look  at  another  bond  sectc 
far    riskier    than    municipals:    jui 
bonds.  These  have  outperformed 
other  sectors  over  the  past  \ear.  Aj 
result,  junk  bonds  now  trade  mui 
closer  to  their  par  values,  and  \iel 
are  lower.  Today,  for  example,  a  hig 
grade  junk  issue  like  the  Safeway  9 
of  2007  trades  roughly  at  par,  si 
Kemper  Securities'  Dean  Graves.  T 
a\erage  junk  bond  has  a  yield  sprc 
over  a  comparable  Treasury  of  5  pi 
ccntagc  points.  Two  years  ago  tf 
spread  was  more  like  7.5  percent 
points. 

The  real  question  mark  in  any  lo 
term  fixed  income  investment  is 
ture  inflation.  On  this  score.  Bo: 
Co.  economist  Allen  Sinai  is  bullii 
He  says  small  w  age  increases  will  sci 
as  an  "anchor"  for  low  intlation.  A 
intlation   rate  would  give  invcsn 
nearly  a  5%  real  return  in  long  Ti 
sur\'  securities,  he  sa\'s. 


,  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point. ' YieW  on  ten-year  Ti 
Source:  Lehman  Brothers.  'Data  through  4/30/92.  Annualized. 
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Malcolm  Rrbes  Learntd 
To  Ride  a  MoTORam  at  50. 


WM  Ham  You  Leaknid  Latey? 

To  succeed  in  a  worW  of  high-s  mge,  executives  need  to  •  -ning.  Business  people 

recognize  the  value  of  executi\'e  ej^^^ai.^jn.  but  only  if  it  addresses  uiii<^>,<  issues  in  challenging  ways. 
Programs  must  be  focused,  condse.  rele\'ant  and  deal  writh  the  whole  individual  because  every  day 
away  from  the  office  is  precious. 

V^'harton  has  been  paying  attention.  The  fiveweek  Advanced  Management  Program  (.AMP)  prepares 
senior  executives  to  deal  with  strategic,  competitive  and  global  challenges,  ^'ears  of  real  work!  and 
business  school  insights  have  t>een  buih  into  an  intense,  yet  manageable,  learning  experience.  A^liarton 
also  offers  a  stimulating  two-week  Executive  Development  Program  (EDP)  to  help  functional  managers 
make  the  transition  to  general  management. 

Thousands  of  executives  from  organizations  around  the  world  have  already  participated  in 
Wharton's  programs  -  benefiting  from  the  expertise  of  an  intemationaUy-renovtued  faculty  and  the 
opportunity  to  exchange  ideas  vnth  business  pe»5. 

Malcolm  Forbes  knew  that  learning  ne\'er  stops. 

Call  one  of  our  directors  to  discuss  your  own  executive  education  needs,  or  ask  for  a  complete 
catalog  listing  of  over  twenty  courses  offered  fifty  times  per  year  1  Gi6  2S5-EXEC.  ExL  981. 


Vhartoo  Advanced  Management  Program 

5  five-we^k  cijurse  tor  seniur  executives,  in 
ipporting  the  ott'ice  oc  the  CEu.  wiii  enhance 
giobaJ  perspective  and  strategic  vision  and 
broaden  your  understanding  of  complex 
societal  trends. 

September  13  -  October  16.  1992 

Man:h21-Aprij23.  1993 

VUv30-Julvl  1993 


^liartoa  ExecDtiv~e  De\~elopaieot  Prograoi: 
The  Transition  from  Functional  to  General  Maoagement 

This  two-week  course  develops  the  personal  professional  and  pofitical  skBs 

needed  to  lead  and  succeed  through  others  in  a  cross-functional  leadershq>  role. 

and  addresses  the  issues  of  manners  with  responsibifity  for  the  results  in  todav's 

team-oriented  orgutfzations. 

8-21. 1982  •  Ifay9-21.  1993 


Ulharton 


of  the  L  nivtTUly  of  Pmnsyivatmi 


WRARTON  EXECITIM  EDI  CATION 
THE  LL\RNiNu  LXfERiLSCE  OF  A  LifETlML 

255  South  38th  Street  •  Philadelphia.  PA  19104-6359 
1-800-255-EXEC  ExL  981  •  (215)  896-1776  Ext.  981  •  FAX  (215)  386-4304 
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EDITED  DY  SUZANNE  OU' 


Provident  does  extremely  well  in  bull  markets  for 
growth  stocks.  Here's  how  its  system  works. 

Momentum 


In  March  Jeffrey  Miller,  43,  vaca- 
tioned at  Dodger  Fantasy  Camp  in 
Vero  Beach,  Fla.  He  pitched  a  shutout 
inning  against  former  baseball  greats 
like  Burt  Hooton  and  Manny  Mota, 
but  he  couldn't  relax.  His  mind  kept 
drifting  back  to  the  stock  market  and 
to  his  job  as  a  portfolio  manager  at 
Provident  Investment  Counsel. 

How  could  he  relax?  Provident  In- 
vestment Counsel's  $9  billion  portfo- 
lio, heavily  invested  in  growth  stocks 
like  Novell  and  Wal-Mart  Stores,  was 
wilting  every  day.  Wall  Street  was 
dumping  growth  stocks  to  buy  cycli- 
cals like  Goodyear  Tire  &  Rubber  and 
Ford  Motor. 

Provident's  accounts  lost  6%  in  the 
first  quarter,  while  the  cyclical-heavy 
Dow  Jones  industrial  average  climbed 
3%.  Most  investors  have  a  perspective 


that  stretches  not  much  further  than 
from  yesterday  to  tomorrow,  and  it 
was  no  surprise  that  clients  were  call- 
ing Provident's  Pasadena,  Calif  head- 
quarters wondering  why  Miller  was 
still  holding  the  spurned  growth 
stocks. 

His  shoulder  still  aching  from 
pitching  curve  balls,  Miller  went  out 
to  visit  clients  and  defend  Provident's 
portfolio.  He  had  an  excellent  case  to 
make.  The  firm,  estimates  CDA  Invest- 
ment Technologies,  has  averaged  a 
23%  annual  return  before  fees  over  the 
past  ten  years,  versus  18%  for  the  s&P 
500.  Over  that  period  Provident 
ranked  third  out  of  108  advisers 
tracked  by  CDA. 

Provident's  customers  are  predom- 
inantly institutions,  with  a  minimum 
account  of  $10  million.   But  little 


Provident  Investment  Counsel's  Jt-i 

Buy  at  a  new  high?  It  make*  tense  in  a  bull  market. 
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people  can  get  access  to  Provideni 
talent  via  Enterprise  Capital  Appro 
ation  fiind,  a  load  fund  distributed 
Atlanta-based  Enterprise  Fund 
tributors,  and  soon  will  have  i 
through  Provident's  new  no-load 
mutual  fijnds.  Two  are  currently  in 
registration  at  the  sec. 

For  investors  who  have  reasonal 
long  attention  spans  and  who  are  ni 
afraid  to  ride  out  bear  markets. 
Provident  approach  to  investing  has 
lot  to  recommend  it. 

Provident's  approach  is  a  blend 
the  fundamental  and  the  technical.  I 
portfolio  managers  have  carefiilh'  an; 
lyzed  the  success  or  failure  of  their  b 
and  sell  decisions.  They  have  codifi 
an  investment  process  designed  t( 
duplicate  their  successes  and  avoid  thi 
failures.  The  result  is  like  an  operator 
manual,  constantly  updated.  Ther 
are  at  least  15  criteria  that  should  h 
met  before  a  stock  is  purchased,  and 
events  that  signal  that  a  stock  shoul 
be  sold. 

Miller's  sales  pitch  for  his  inv( 
ment  st^le  goes  like  this.  One  ch; 
tracks  Wal-Mart  shares  from  197 
through  1991,  the  other  Goodyc 
shares.  Wal-Mart  marched  consi 
tently  upward  to  gain  23,000%,  w 
Goodyear's  bumpy  progress  brou 
125%  growth.  There  were  opportun 
ties  for  big  trading  profits  in  Goo< 
year — it  has,  for  instance,  quadrupl 
in  the  past  year  and  a  half  But  tl 
Goodyear  investor  \\  ould  have  had 
time  his  trades  \en.'  well  to  be  succes 
fill.  "We  don't  catch  the  spurts  i 
stocks  like  Goodyear,"  explaii 
Miller.  "We  buy  and  hold  stocks  111 
Wal-Man."  Hence  the  pcx^r  pcrfo 
mance  that  spoiled  Miller's  bascba 
vacation.  During  the  first  quarte 
GcH)dvear  was  in  fashion,  w hile  W, 
Mart  dropped  10%. 

Provident's  strategy-  takes  intt)  a< 
count    both   a   ct)mpany\s   financ 
strength  and  the  momentum  in 
stock.   Stocks  are   proposed   by  tl 
firm's  12  analysts  and  portfolio  m 
agcrs  at  weekly  meetings.  Each  m 
agcr  can  pick  from  the  50  to  70  stiK! 
on  the  firm's  buy  list. 

Screening  for  the  list  starts  with 
criteria:  five  year  sales  growth,  ea 
ings  growth,  dividend  growth,  pre 
profit  margin,  return  on  equit\  and 
reinvestment  rate.  A  stiKk  must  set 
on   most  of  the  six   mcasu 
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AMILY  SOMETHING  PRICELESS 


A, 


ill  of  US  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


'Price  subject  to  change  without  notice 


Forbes  Lake  of  the  O^rks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


Address 


City/State/Zip 
Telephone 


or  phone  816/438-2801 


20Z4 


III  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anyliimg  No  Federal  agency  has  )udge<! 
hilunity  A  statement  and  offenng  staler-lent  has  been  tiled  with  the  Secretary  of  Stale  of  Ihe  Stale  of  New  Yofk  Theii 
] '  by  the  Secretary  of  State  or  that  the  Secretary  of  Stale  has  in  any  way  passed  upon  the  mentsof  such  offering  A  copy . 
lo  Ranches    NYA88-178 
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THE  FUNDS 


Provident's  standards  arc  sufficiendy 
high  that  its  portfolio,  as  a  whole, 
beats  the  s&P  500  on  all  six  measures 
by  a  factor  of  2-to-l  or  better. 

One  of  the  most  important  hurdles 
is  the  last  one:  reinvestment  rate.  It 
appears  in  Value  Line  reports  as  "per- 
cent retained  to  common  equity" — 
net  income  minus  dividends,  divided 
by  shareholders'  equity.  It's  a  mea- 
sure of  how  fast  shareholders'  equity 
is  growing.  Assuming  the  company 
can  deploy  new  capital  as  effectively  as 
existing  capital,  earnings-per-share 
growth  goes  hand  in  hand  with  the 
reinvestment  rate. 

Stocks  with  such  exceptional  char- 
acteristics don't  come  cheap.  Most 
stocks  in  Provident's  portfolio  sell  at  a 
higher  price/earnings  multiple  than 
the  S&P  500  does.  Of  course,  being 
in  growth  stocks  hurts  when  cycli- 
cal stocks  come  into  favor  as  they 
did  in  this  year's  first  quarter. 

However,  there  is  a  limit  to 
how  high  a  premium  a  Provident 
manager  is  permitted  to  pay  for 
growth.  Where  are  the  limits? 
When  a  portfolio  manager  or 
analyst  proposes  a  stock,  he 
names  a  figure.  When  a  stock 
reaches  that  premium,  it  is 
automatically  sold — unless 
a  convincing  argument  is 
made  for  why  the  multiple 
should  be  higher. 

For  instance,  in  the 
past,  chewing-tobacco  maker 
UST  Inc.'s  P/E  on  the  next  12  months' 
expected  earnings  has  been  as  high  as 
1 .4  times  that  of  the  s&P  500.  Today 
that  forward  price/earnings  is  only 
l.I  times  that  of  the  S&P  500.  So 
Miller  recently  bought  12,000  shares 
of  usr  for  the  Enterprise  Capital  Ap- 
preciation fiuid. 

Provident's  managers  put  heavy 
emphasis  on  momentum.  They're  re- 
luctant to  buy  a  stock  whose  price  has 
been  slipping  relative  to  the  market 
for  even  a  day.  "We  won't  buy  into 
weakness,"  says  Miller.  Provident 
would  rather  buy  a  stock  at  its  alltime 
high  price.  "We  bought  Amgen  at 
$2.S  a  share,  which  was  an  alltime 
high,"  says  Miller.  "You  can't  be 
afraid  of  that."  Amgen  recendy  sold 
at  53%. 

Because  of  its  purchase  criteria, 
Providcni  w ill  .ilways  he  late  into  the 
hot  stocks.  Miller  didn'r  buy  Amgen 


until  the  Food  &  Drug  Administra- 
tion approved  Epogen,  its  first  prod- 
uct. Missing  the  early  action  in  a 
winner  like  Amgen  is  a  price  worth 
paying.  Miller  says,  if  it  keeps  him  out 
of  debacles  like  Centocor,  which 
dropped  from  6OV4,  to  9%  aftier  delays 
in  FDA  approval  for  its  first  drug.  One 
of  the  few  stocks  catching  Miller's  eye 
today  is  Coca-Cola.  But  if  he  buys  in, 
he  will  be  coming  late  to  the  party 
indeed.  Coke  has  already  doubled 
over  the  past  two  years. 


At  Dodger  Fantasy  Camp 
Fast  pitches,  fast  stocks. 


Weekly  meetings  at  Provident  re- 
semble therapy  sessions.  Portfolio 
managers  begin  by  talking  about  any 
bearish  news  they  ha\'e  heard  on 
every  stock  on  the  buy  list.  Then 
they  have  to  discuss  any  stock  they 
originally  put  on  the  buy  list  whose 
performance  is  in  the  bottom  10%  of 
the  portfolitv  They  also  have  tt> 
defend  ox  agree  to  sell  stocks  with 
diminishing  price  momentum  in  the 
latest  three  months  or  stocks  that 
ha\e  performed  in  the  bottom  40% 
of  the  market  for  the  past  1 5  weeks. 
They  nuist  discuss  any  stock  they 
sold,  whether  the  stock  was  original 


ly  their  own  recommendation  or  01 
of  their  colleagues'. 

Last  year  Miller  was  constantiy 
fending  his  recommendation  to 
software  maker  Borland.  The  st 
was  lagging  the  market.  The  ml 
didn't  force  him  to  sell,  but  expe 
ence  told  him  he  should  pay  attentioi 
to  what  his  colleagues  were  saying 
"Other  portfolio  managers  make  bet> 
ter  sell  decisions  than  the  guy  w+io  go  i 
the  stock  on  the  buy  list,"  says  Miller  | 
He  finally  sold  his  ftind's  Borlan<  | 
shares  after  the  stock  was  down  281  j 
from  its  high.  Recentiy,  Miller  h 
sold  out  of  soft^'are  maker  Adol 
Systems,  drugmaker  Imcera  Gro 
and  medical  testing  comp 
National  Health  Labs. 

Provident  has  surprisin 
low     turnover.     Enterp 
Capital  Appreciation  had  j 
40%  t-j-nover  in  its  portfolio  I 
year,  less  than  half  the  stock  fii: 
average.  The  five  largest  holdin 

in  the  portfolio  date  back  to  19 
or  before.  They  are  Costco  Whol 
sale,  Amgen,  Home  Depot,  Wal-M 
Stores  and  U.S.  Healthcare. 

Miller,  portfolio  manager  of  th 
Enterprise  Capital  Appreciation  fun< 
joined  Provident  in  1971  after  wort 
ing  as  an  intern  there  and  stud\in 
finance  at  the  Universit)'  of  Souther 
California.  He  is  now  one  of  fiv 
portfolio  managers  who  own  equi 
pieces  of  the  company.  This  employe 
ownership  gives  the  managers  an  ir 
centive  to  think  long  term  rather  th 
go  for  quick,  spectacular  gains. 

The  momentum  flavor  in  Pro 
dent's  portfolios  has  a  lot  in  commo 
with  the  investment  st>'le  at  the  be 
ter-known  Twentieth  Centun*  fim( 
(FORBKS,  Dec.  23,  1991).  Providen 
a  little  less  aggressive  than  Twent 
eth  CentuPk',  makes  less  money  i 
bull  markets  and  loses  less  in  bcj 
ones.  When  the  market  dropped  3' 
in  1990,  Twentieth  Centui 
Growth  fell  4%,  but  Provident's  <u 
counts  gained  7%.  Provident  is  n<J 
however,  immune  from  the  tender 
cv  of  high-P  F  stocks  to  sutTer  th 
most  in  a  bear  market.  If  you  want  t 
buy  momentum,  know  w  hat  you  al 
getting — a  proven  growth  stratcg\. 
but  at  a  time  w  hen  grow  th  may  luv 
already  had  its  run.  JeftVcy  Miller 
good  reason  to  be  a  little  ner\' 
these  davs.  -SO. 
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SUNDAY  NIGHT, 
MEET  A  SPY 

SO  DECEPTIVE 
HE'S  NEVER 
BEEN  SEEN. 

Investigate  W.  Somerset 
Maugham's  world  of  espi- 
onage and  intrigue  in  the 
first-ever  dramatization 
of  his  classic  World  War  I 
adventures.  Ashenden's 
missions  take  him  across 
Europe  and  into  the  throes 
of  the  Russian  Revolution 
in  this  two-part  A&E 
Special  Presentation. 

SUNDAY.  JUNE  7  AT 
8:00  ET  AND  9:00  PT 


leep 


SPONSORED  IN  PART  BY. 


MAKING  TV  SPECIAL 


O  l«S2  Ar>  &  F.lticcuinmcnl  Nclaoct  HKANSIVAIIC/Nir.. 


Don't  miss  this  extraordinary 

opporainity.  Look  in  your  June  22, 

issue  of  Forbes  Magazine.  There 

you'll  find  an  inno\'ati\-e  new  reader 

ser\nce  which,  quite  literalK',  lets  \'0u 

give  10  very  powerful  companies 

the  boot.  This  serxice  is  axailable 

onl}'  to  Forbes  subscribers. 
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MONEY  &  INVESTMENTS 


[our  broker  can  buy  U.S.  Treasury  issues  for  you, 

jut  you  can  avoid  paying  commissions  by  opening  your 

|wn  account  with  the  Treasury. 

Cutting  out 
lie  middleman 


BY  BEN  WEBERMAN 


Vw 


in  Weberman  is  a  columnist 
Forbes  magazine. 


HAT'S  THE  best  way  to  buy  U.S. 
easury  securities?  Rather  than  go 
rough  a  bank,  wire  house  or  dis- 
unt  broker,  it  may  make  more  sense 

buy  directly  from  the  government. 
Banks  and  brokers  may  be  more 
nvenient,  since  it  takes  only  a  phone 
11.  But  you  will  most  likely  get  stuck 
th  a  fee  or  commission.  In  many 
ses  that's  going  to  eat  up  a  substan- 
1  part  of  your  first  year's  interest. 
For    example,    to    buy    and    sell 

0,000  of  Treasury  bonds  or  bills 
n  cost  up  to  $200  at  a  broker, 
cigh  that  against  the  annual  return, 
hich  can  range  from  $400  (for  those 
je  in  less  than  a  year)  to  $800  (for 
lose  due  in  30  years). 
Using  the  six-year-old  program 
illed  Treasury  Direct,  however,  you 
III  avoid  fees  altogether.  It's  offered 
irough  any  of  the  35  Federal  Reserve 
anks  or  branches  throughout  the 
)untry  and  even  at  the  Bureau  of 
Liblic  Debt  in  Washington.  There 
c  some  2.2  million  Treasury  Direct 
counts,  totaling  some  $65  billion. 
Here's  how  it  works.  Fed  branches 
ill  supply  you  with  a  form  to  fill  out 
id  send  back  with  a  check  covering 
ic  face  amount  of  the  issue  you  want 

purchase.  The  interest  payment. 


bill  discount  refiands  and  principal 
payments  at  maturity  are  deposited 
electronically  into  whatever  financial 
account  you  designate.  You  get  regu- 
lar statements  detailing  everything  in 
your  account  whenever  you  buy  a  new 
issue  or  on  request. 

Treasury  Direct  also  permits  the 
account  holder  to  designate  reinvest- 
ment of  principal  when  notice  of  ma- 
turity is  received  in  the  mail.  For  bills, 
the  investor  may  designate  automatic 
multiple  reinvestment  of  proceeds  for 
up  to  two  years,  when  a  new  form 
must  be  submitted. 

Individuals  who  want  to  bid  direct- 
ly for  bonds,  notes  or  bills  at  auction 
can  find  out  when  to  do  so  by  phon- 
ing the  local  Federal  Reserve.  In  New 
York  City,  for  example,  212-720- 
6619  plays  a  recording  of  which  ma- 
turities have  been  announced  for  sale 
and  when  tenders  must  be  filed.  Bills 
come  every  week,  notes  and  bonds  are 
sold  in  quarterly  cycles.  Only  the  two- 
year  and  five-year  issues  are  marketed 
monthly. 

It's  a  nifty  system — with  one  key 
drawback:  a  relative  lack  of  liquidity. 
Treasury  Direct  is  designed  for  those 
who  intend  to  hold  the  security  until 
maturity.  Trying  to  cash  in  can  take  a 
week  or  longer.  That's  because  the 
security  first  has  to  be  transferred 
from  the  Treasury  Direct  account  to  a 
bank  or  broker,  which  will  sell  it  and 
then  pay  you  only  after  the  setdement 
date,  usually  two  days  later. 

When  is  it  preferable  to  buy  Trea- 
surys  from  a  broker?  When  your  cash 
needs  don't  coincide  with  the  maturi- 
ty dates.  Or  when  you  want  to  buy  in 
the  secondary  market:  Treasury  Di- 
rect handles  only  new  issues. 

Nor  can  you  buy  zero  coupon 
Treasurys,   known    as  strips,    from 
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Treasury  Direct.  These  issues,  whose 
returns  are  about  60  basis  points  more 
than  full-coupon  issues  in  the  ten-year 
maturity  range,  are  available  only 
through  brokers  or  banks. 

When  a  broker  is  used,  remember 
that  the  prices  shown  in  newspaper 
tables  are  for  those  customers  who 
buy  in  million-dollar  multiples.  A  re- 
tail investor  ordering  $10,000  of  the 
ten-year  note  would  have  to  pay  Pru- 
dential Securities  and  most  other  re- 
tail brokers  approximately  ^%2nds 
(half  a  point)  more,  at  least  an  addi- 
tional $50,  to  reflect  the  cost  of  han- 
dling the  small  order.  That  would 
raise  the  price  to  about  101^/32,  a 
yield  of  7.23%.  Thus,  the  retail  buyer 
gives  up  about  7  basis  points  of  yield. 
On,  say,  a  $100,000  investment, 
that's  some  $70  a  year. 

Discount  brokers  don't  make  mar- 
kets on  Treasury  securities  but  will 
price  a  request  with  primary  dealers. 
Charles  Schwab  usually  gets  a  price 
that  is  %2nds,  but  could  be  as  much  as 
V32nds,  over  the  institutional  price  and 
then  adds  $39  to  the  deal.  On  a 
$100,000  purchase,  that  adds  about 
$60  to  the  cost. 

If  you  don't  want  to  hassle  \sath 
buying  individual  issues  or  fret  about 
commissions,  buy  a  no-load  Trea- 
sury-government bond  mutual  fijnd. 
Dreyfiis  100%  U.S. Treasury'  Interme- 
diate-Term Fund  has  a  yield  of  6.53%, 
while  the  same  sponsor's  100%  U.S. 
Treasury  Long-Term  Fund  pays 
7.46%.  Vanguard  Long-Term  U.S. 
Treasury  pays  7.7%.  With  the  fijnds 
you  give  up  at  least  20  basis  points  on 
yield  (a  basis  point  is  Viooth  of  1%) 
because  of  management  fees  and 
costs,  but  of  course  you  avoid  any 
commissions,  and  you  have  almost 
instant  liquidity.  ^ 
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PORTFOLIO  STRATEGY 


MONEY  a  INVESTMENTS 


Drugs  and  utilities  were  two  of 
the  hottest  stock  groups  in  the  Eighties; 
they  are  two  of  the  most 
vulnerable  in  the  Nineties. 

Two  to  avoid 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books;  The 
Wall  Street  Waltz  and  Super  Stocks. 


While  I  continue  to  be  a  bull,  I'm 
nervous  about  some  groups  of  stocks. 

The  utilities  are  one  such.  They  had 
a  heck  of  a  fine  last  decade,  but  tough- 
er times  lie  ahead.  Expect  the  exact 
reverse  of  trends  that  benefited  these 
stocks  for  years.  In  the  Seventies'  era 
of  rising  interest  rates  and  hostile 
political  regulation,  they  hadn't  done 
well,  so  people  came  to  assume  they 
were  hopeless.  Surprise. 

Falling  interest  rates  and  weakened 
oil  prices  combined  to  give  the  group 
a  big  boost  in  the  Eighties.  So  did  the 
national  conservative  swing  in  poli- 
tics. The  public  utility  commissions 
and  the  Federal  Energy  Regulatory 
Commission  became  more  reason- 
able about  profitability,  rate  increases 
and  rates  of  return.  The  stocks  have 
done  wondeHully  up  to  now. 

Money  managers  and  investors 
used  to  own  utilities  for  their  yields 
and  safety.  They  still  see  utilities  as 
safe,  but  the  last  decade's  returns  have 
also  led  investors  to  perceive  them  as 
top-perft)rming  stocks — ccimpetition 
for  the  most  successful  sectors  of  the 
stock  market.  Today  it  is  quite  com 
mon  to  find  aggressi\c  equity  manag 
ers  overweighted  in  this  sector.  That's 
scary  enough  by  itself 
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Take  a  stodgy  old  name  like  Detroit 
Edison  (34).  Sales  almost  doubled 
since  1982.  Earnings  slighdy  more 
than  doubled.  And  the  stock  tripled. 
Throw  in  dividend  yields  that  got  as 
high  as  14%  per  year  and  the  com- 
pound annualized  return  for  the  de- 
cade was  an  incredible  32%.  A  real 
winner  by  any  standard. 

But  afiier  the  last  decade's  huge 
drops  in  interest  rates  and  oil  prices, 
these  two  haven't  that  much  ftirther 
to  fall.  On  the  political  front,  based  on 
sources  within  the  Federal  Energ)' 
Regulatory  Commission,  I  believe  the 
Beltway  gestapo  are  out  to  punish 
utilities,  and  you  can  bet  the  local 
public  utility  commissions  will  quick- 
ly catch  the  mood  next. 

I  remember  recendy  riding  a  taxi  to 
see  people  at  Memphis  Light,  Gas  & 
Water.  The  crabby  cabby  babbled 
about  how  they  kept  raising  his  bills, 
"while  those  guys  on  the  top  floor 
make  millions  and  don't  pay  a  penny 
in  income  tax."  The  statement  is 
hardly  factual,  but  it  is  the  kind  of 
noise  that  politicians  heed. 

Detroit  Edison  now  sells  at  1.3 
times  annual  revenue,  a  60%  premium 
to  the  stock  market.  The  p/k  doesn't 
seem  high,  but  that's  because  its  prof- 
it margins  are  so  comfortable.  If  those 
margins  get  squee/xd,  I  doubt  the 
stock  will  continue  to  sell  at  1 30  cents 
on  the  revenue  dollar. 

Most  big  electric  and  gas  utilities 
could  surter  this  same  whack.  I  am 
paiticularlv  mindful  of  Duke  Power 
(34),  General  Public  Utilities  (25), 
Pacific  Gas C"^ Electric {^2 ),  Pennsylva - 
nia  Power  &  Lijjht  (26)  and  tf.co 
Enerjjy{^9).  Avoid  the  big  utilities. 

The  druu  sector  is  another  one  full 
of  sitting  ducks.  Investt>rs  have  been 
lulled  by  20  years  of  (Mie -way  stock 
price  action  into  seeing  little  risk  here. 


Iiec 


Take  Eli  Lilly  (66),  which  makcj 
24%  net  aft:ertax  profit  margins,  Uj] 
from  13%  in  1982.  Since  then,  revc 
nues  doubled  while  profits  rose  foi 
fold.  Meanwhile,  its  stock  rose  ft'om  1 1 
to  an  85  peak — 23%  annually — befor 
an  annual  dividend  vield  that  range 
fi-om  3%  to  5%. 

In  the  not-quite-so  but  by  any  star 
dard  still  fat-cat-egorx'  are  Bristol-Mj^ 
ers (73),  Pfizer  (71)^  Scherin£[-Ploiit 
(53),  Upjohn  (35)  and  Wa mer-Lamh^ 
bert  (61).  They  all  make  about  15%  no** 
aftertax,  having  doubled  those  maftisJfi 
gins  in  a  decade.  Expect  drug  margin,  xtfii 

to  shrink  for  a  long  time.  And  wit 

them,  stock  prices. 

There  is  no  way  the  so-called  popu;  isno 
lists  in  Congress  will  resist  attackin{  m 
the  pharmaceutical  companies,  wiUi  iinv 
their  life-or-death  products  and  higy  ms 
profit  margins.  The  result,  of  course  joun 
will  be  bad  for  ever\'one,  but  thai  Mtt 
won't  stop  Congress.  Ne\er  doon  bCo 
Reminds  me  of  the  joke  about  hov)  :i': 
many  regulators  it  takes  to  perforri 
surger)'.  Answer:  five — one  to  wiel"  - 
the  knife  and  Ibur  to  bur\-  the  bod\ 

Congress  is  not  the  only  threat  i  i 
pharmaceuticals.  ContrarN'  to  public  u(] 
perception,  old  folks — the  prime  mar  ^i  • 
ket  for  drugs— grow  in  numlxT  moni  ^of 
slowly  now .  In  the  Eighties  we  addoi  n  \[ 
5.8millioiipost  65  year  oldstoabas  ijjj 
of  25  million,  fhat's  20%  growth.  T  jg^ 
the  Nineties  we  will  add  3.4  millio.  ^m 
post -65  year-olds  to  a  base  of  31.'  11]^ 
million — 10%  growth  The  growt  mj^ji 
rate  falls  in  half  <;^ 

These  drug  stocks'  \aluations  ar  i^ 
simply  absurd:  3  times  sales,  4  time  j^jj^ 
btK>k  and  a  lulling  20  times  earning  ^ 
that  is  the  equivalent  of  50  time  ^^ 
earnings  if  the  profit  margins  slmnkt  itj^j^ 
appropriate  levels.  .Avoid  these  sttKb  ^^,| 
They  are  as  vulnerable  ni>w  as  the  Nift  [|j 
l-ifix  were  in  1973-74.  •  )||g^ 
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MONtY  &  INUESIMENIS 


'he  currently  narrow  discounts  on  closed-end 
ivestment  company  shares  are  one  more 
;anger  sign  for  the  stock  market. 

Bearishly 
nairrow 


ark  Hulbert  is  editor  of  the  Alexandria,  Va. 
h  sed  Hulbert  Financial  Digest.  His  newest 
mi  ok  is  The  Hulbert  Guide  to  Financial 
rgi  ewsletters  (New  York  Institute  of  Finance). 


IS  NO  longer  much  of  a  secret,  even 

nong  normally  skeptical  academics, 

lat  investors  can  beat  the  market  by 

Liying  closed-end  flinds  when  their 

111^  iscounts  are  wide  and  selling  them 

hen  the  discounts  narrow.  Hunting- 

an  College  Professor  Seth  Anderson 

li(  id  Northeastern  University  Profes- 

foi  )r  Jeffery  Born  have  just  published  a 

w(  )mprehensive  review  of  all  academic 

:search  on  the  subject,  Closed-End 

ivestment  Companies:  Issues andAn- 

ub  I'ers  (Kluwer  Academic  Publishers, 

mi  50).  The  most  profitable  trading 

no  lie  of  the  many  reviewed  by  profes- 

)rs  Anderson  and  Born:   Buy  any 

ind  when  it  trades  at  a  discount  of 

0%  or  more  and  sell  whenever  that 

scount  narrows  to  1 5%. 

What  is  not  so  widely  known  is 

iw  lother  characteristic  of  closed-end 

kestment  companies:  their  value  as 

1  indicator  for  the  broad  market. 

iiJLescarch  has  shown  that  the  average 

iir  iscount  among  all  closed-end  fiinds 

a  good  signpost  of  the  overall  mar- 

ct's  direction.  When  discounts  are 

ide  on  average,  the  market  is  often 

:ar  a  bottom;  when  the  discounts 

arrow,  the  market  is  approaching  a 


top.  One  of  the  first  studies  pointing 
this  out  was  published  in  the  Journal 
of  Finance  in  1973,  in  an  article  writ- 
ten by  Martin  Zweig,  then  an  assistant 
professor  at  the  City  University  of 
New  York  and  today  one  of  the  coun- 
try's most  successful  money  managers 
and  investment  letter  publishers. 

What  are  closed-end  fijnds  teUing 
us  today  about  the  stock  market?  The 
message  is  bearish.  According  to 
Thomas  Herzfeld,  who  compiles 
these  statistics  for  his  Investors  Guide 
to  Closed-End  Funds,  the  average  dis- 
count on  domestic  equity  closed-end 
fijnds  stood  at  just  3.2%  at  the  end  of 
April — the  lowest  level  seen  since  just 
prior  to  the  crash  of  1987.  Herzfeld 
thus  is  recommending  that  investors 
in  the  U.S.  equit\'  markets  be  mosdy 
out  of  the  market.  His  own  model 
portfolio  of  U.S.  equity  closed-end 
fijnds  currendy  is  some  60%  in  cash, 
down  from  being  nearly  ftilly  invested 
18  months  ago  when  he  inaugurated 
the  portfoho. 

To  be  sure,  no  timing  tool  has 
pinpoint  accuracy.  This  one  is  no 
exception:  The  market  has  continued 
to  climb  even  as  closed-end  fijnd  dis- 
counts have  narrowed  to  historically 
low  levels.  Herzfeld  thus  has  missed 
out  on  some  gains  by  building  up  a 
high  cash  position.  Not  surprisingly, 
so  far  this  year  he  has  lagged  the 
performance  of  the  two  other  closed - 
end  fijnd  advisory  services  I  follow 
(George  Scott's  The  Scott  Letter  and 
Frank  Capiello's  Closed-End  Fund 
Dijjest) — neither  of  which  is  as  con- 
cerned as  Herzfeld  about  the  narrow- 
ing of  closed-end  fund  discounts. 

One  of  the  reasons  Scott  is  less 
concerned  than  Herzfeld  about  the 
narrowing  of  discounts  is  that  he  is  an 
agnostic    on     market     timing    and 
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doubts  whether  it  is  profitable  to  try 
switching  into  and  out  of  the  market. 
Herzfeld,  who  does  believe  in  market 
timing  as  well  as  in  stock  selection,  is 
confident  he'll  enjoy  the  last  laugh.  In 
fact,  he  claims  to  be  glad  that  so  many 
other  closed-end  advison,'  ser\'ices 
have  cropped  up  and  that  they  are 
bullish.  He  says  that  because  the  writ- 
ers of  these  other  closed-end  advisory 
services  "do  not  hesitate  to  recom- 
mend fijnds  that  are  at  narrow  dis- 
counts or  even  at  premiums,"  it  en- 
ables him  and  his  subscribers  to  sell 
their  positions  at  even  higher  prices. 

Whether  or  not  you  believe  nar- 
rowed discounts  presage  a  market 
drop,  there  is  one  thing  about  all  this 
research  you  ought  not  to  ignore:  You 
should  concentrate  any  new  buying 
on  those  closed-end  funds  trading  at 
the  widest  discounts.  Such  funds  not 
only  hold  out  the  greatest  hope  of 
producing  an  eventual  profit,  they 
also  provide  a  measure  of  downside 
protection  in  the  event  the  market 
does  decline.  Currendy,  there  are 
three  domestic  closed-end  funds  that 
are  recommended  by  at  least  t\vo  of 
the  three  closed -end  serNices  I  track 
and  which  currently  are  trading  at 
discounts:  Baker  Fentress  ( 19,  recom- 
mended by  both  Herzfeld  and  Scott, 
currently  trading  at  a  13.8%  dis- 
count), Jundt  Growth  Fund  (13,  rec- 
ommended by  Herzfeld  and  Capiello, 
trading  at  a  6.9%  discount)  and  Roycc 
Value  Trust  (11,  recommended  by 
Scott  and  Capiello,  trading  at  a  6% 
discount). 

Personally,  I  prefer  not  to  ignore 
the  warning  issued  by  Herzfeld:  the 
narrow  discounts  such  as  those  that 
prevail  among  the  closed-end  fijnds 
at  present  are  a  danger  sign  for  the 
stock  market.  tM 
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MARKtl  IKtNUS 


MONEY  &  INVESTMENIS 


A  lot  of  people  think  T.  Boone  Pickens  is 
washed  up,  finished.  That's  why  few  people  are 
listening  to  an  interesting  story  he's  telling. 

Man  vs.  message 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


I  AM  AWARE  that  T.  Boone  Pickens  is 
not  Forbes'  favorite  business  person, 
and  Forbes  is  not  alone  in  its  scorn  for 
the  man.  According  to  most  people, 
Pickens  is  (take  your  choice)  a  hypo- 
crite, an  egomaniac,  a  financiopath,  a 
buffoon  deservedly  humbled  by  too 
much  debt,  weak  natural  gas  prices 
and  changing  times. 

I  dissent. 

A  friend  expresses  it  this  way: 
"Pickens  makes  me  about  half  sick. 
But  I'll  say  this  for  him.  The  sumbitch 
usually  ends  up  being  right." 

Pickens,  of  course,  is  the  chief  exec- 
utive of  Mesa,  Inc.,  whose  stock  has 
declined  from  an  adjusted  high  of  90 
to  its  recent  price  of  about  4.  Pickens' 
once  formidable  reputation  has,  if 
anything,  declined  more. 

However,  at  4,  the  stock  of  Mesa, 
Inc.  is  a  leveraged  play  on  the  price  of 
natural  gas.  I  am  bullish  on  natural 
gas.  Buying  the  stock  is  also  a  way  to 
speculate  on  Pickens'  abilit\'  to  sell  the 
world  on  the  superiority  of  natural  gas 
as  a  hiel  for  motor  vehicles.  Technol- 
ogy is  no  barrier:  Conversion  from 
gasoline  to  natural  gas  is  simple. 

Over  the  years  I  have  found  it  pays 
to  pay  attention  to  Pickens.  In  the 
1970s  Pickens  was  the  first  to  articu 
late  the  idea  that  it  was  cheaper  to  buy 
oil  on  Wall  Street  than  to  find  it.  That 


is  the  single  most  profitable  invest- 
ment theme  that  I  have  ever  acted 
upon.  Low  stock  prices  relative  to 
finding  costs  were  behind  the  consoli- 
dation in  the  oil  business  in  1974-86. 
And  Pickens  was  early  in  campaigning 
for  shareholder  rights,  a  crusade  that 
has  since  been  taken  up  by  much  more 
Establishment  figures.  Give  him  some 
credit  for  that. 

Presently  Mesa,  Inc.  is  foremost  a 
leveraged  commodity  play.  Mesa  has 
about  2  trillion  equivalent  cubic  feet 
of  very  high-quality,  long-lived  natu- 
ral gas  reserves.  It  has  about  $1.3 
billion  in  debt  and  about  $200  mil- 
lion in  cash.  If  Mesa's  gas  in  the 
ground  is  worth  60  cents  per  thou- 
sand cubic  feet,  Mesa  is  worth  $5  to 
$6  a  share.  During  the  first  quarter 
Mesa  broke  even  on  a  cash  basis,  so  it 
does  have  some  staying  power.  If  gas 
goes  into  short  supply,  which  I  think 
is  likely  next  winter,  and  the  value  of 
Mesa's  reserves  jumps  to  $1  per  mcf. 
Mesa  is  worth  $25  to  $28.  Some 
leverage. 

According  to  Pickens,  natural  gas 
competes  only  with  residual  fiiel  oil 
and  coal  presently.  It  dawned  upon 
Pickens  that  natural  gas'  real  potential 
is  as  a  fijel  for  motor  vehicles.  Natural 
gas  produces  90%  less  emissions  than 
gasoline  and  is  a  130-octane  fijel.  It 
costs  about  $2,000  to  convert  an 
automobile  to  natural  gas,  and  the 
range  is  about  130  miles,  which  is 
acceptable  to  most  fleet  operators. 
One  thousand  cubic  feet  of  natural 
gas  is  the  fiicl  equivalent  of  8  gallons 
of  gasoline  Four  dollars  per  mcf, 
therefore,  translates  to  50  cents  per 
gallon.  Cheap.  Cheap  enough  to 
make  a  lot  of  people  willing  to  spend 
$2,000  and  put  up  with  the  inconve- 
nience of  refueling  after  130  miles. 

Pickens  says  that  people  who  un 
derstand  the  C'lean  Air  Act  of  1990 
are  going  to  get  rich.  This  law,  which 


will  be  phased  in  over  a  period 
years,  will  radically  alter  the  way  v| 
consume  energ\'  and  the  way  we  c] 
business.  Higher  natural  gas  usag 
particularly  in  motor  vehicles,  is  tl 
only  way  that  many  cities  will  be  ab  j 
to  comply  with  the  act. 

Mesa  currendy  has  a  pilot  projel 
under  way  in  Phoenix,  which  is  co 
cerned  with  the  perpetual  red  ha( 
that  covers  the  cit\'  and  endangt 
Phoenix's  booming  tourist  industil 
Mesa  will  pay  for  the  infi-astructu 
and  conversion  to  fuel  the  city's  fle 
of  vehicles  with  natural  gas  in  ej 
change  for  a  percentage  of  the  monf 
that  Phoenix  saves  on  its  fiiel  bi 
Phoenix  will  buy  its  natural  gas  for : 
fleet  of  vehicles  fi-om  Mesa.  In  theoij 
everv'body  wins. 

Skeptics  are  concerned  that  \'c\ 
cles  operating  on  compressed  nati 
gas  are  dangerous.  Pickens  points  ol 
that  Italy  already  has  300,000  vehici 
operating  on  natural  gas  and  there ! 
never  been  an  explosion. 

Deals  similar  to  the  one  made  wi< 
Phoenix  have  been  proposed  to  othl 
American  cities  with  pollution  pro[ 
lems  and  to  Mexico  Cit)',  which  hj 
become  the  most  air-polluted  city 
the  world.  Mesa  owns  a  gas  convt  I 
sion  company  and  has  the  enginetJ 
ing  staff"  to  install  the  necessan-  infill 
structure.  It  also  has  gas  to  sell.  Natjl 
ral  gas  pipelines,  in  effect,  are  nq 
common  carriers,  and  the  result  is  i 
one  way  or  another  Mesa  will  be  ab| 
to  provide  its  own  natural  gas  to 
own  vehicle  fiieling  systems.  It  will  rj 
able  to  sell  its  gas  at  higher  tht 
market  prices.  It  will  be  able  to  proj 
on  the  savings  that  its  clients  realize.»| 
will  make  money  on  its  car-convc 
sion  company. 

I  know  Pickens  has  a  bad  name 
the  business  press.  I  know  lots 
people  are  skeptical  about  fiieling  Ci(| 
with  natural  gas  and  question  whet  j 
er  it  could  happen  scx^n  enough 
help  Mesa.  Moreover,  I  am  normai 
skeptical  of  pic  in-thc-sky  stock  m; 
ket   stories.    Rut    the   stock   is   dir'l 
cheap,  while  the  natural-gas-fiicl 
vehicle  stor\'  is  actually  as  excitii' 
as  any  biotech  ston  around.  GrantCj 
the  man  who  is  telling  the  story  Y\ 
little    crcdibilin.     Don't    miss    t 
message  for  the  man.  (For  a  skepri* 
\iew  on  Pickens  and  on  Mesa,  a 
Forbes, /Ipr.  27.)  I 
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/eraged  companies,  long  out  of  favor, 
'^3v.cire  starting  to  look  good  again. 
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BY  R.S.  SALOMON  JR. 


dierek  S.  Salomon  Jr.  Is  chairman  and  chief  executive 
i Salomon  Brothers  Asset 
»1  anagement  Inc.  and  portfolio  manager  of 
iljl  ilomon  Brothers  Capital  Fund  Inc. 
pral  jsearch  assistant:  Caroline  Davenport. 


:dciti- 

sco™  ^ALL  STREET'S  lexicon  is  fiill  of 
■W  irases  that  are  either  minutely  pre- 
^iii  ISC  or  maddeningly  vague.  The  term 
iNi  leveraged  equities"  falls  somewhere 
^fw  1  the  middle.  While  the  degree  of 
iiltisi  ;verage  varies  gready  from  company 
lil'^jJ  3  company,  all  of  the  businesses  in 
^asioi  lis  category  have  one  thing  in  com- 
Itdl  ion:  They  have  more  debt  on  their 
lertli  alance  sheets  than  is  considered 
topra  economic"  for  the  running  of  the 
ealjzt  usiness  alone.  Furthermore,  the 
conw  igh  debt  levels  are  the  result  of  delib- 

rate  actions  taken  by  these  compa- 
namc  jcs  in  the  unusual  set  of  circum- 
loBi  tances  that  prevailed  in  the  1980s. 
linja  Right  now  leveraged  companies  of- 
n^  sr  above -average  profit  potential. 
ougli  In  the  1980s  debt-heavy  financial 
lonw  tructures  became  both  acceptable 
)doii  nd  economic.  Thanks  to  a  burgeon- 
is  di  ng  high-yield  bond  market  and  will- 
isliii  ng  bank  lenders,  companies  gained 
euiij  ccess  to  debt  financing  in  ever 
}raiiB  ;reater  amounts.  Firms  used  the  pro- 
toffk  ecds  to  buy  other  companies,  to  buy 
lls^  ll  heir  own  stock  (by  repurchasing  a 
keps  :ertain  number  of  shares  or  by  going 
eyl  )rivate)  or  to  take  defensive  action 

gainst   raiders.    The    overall   effect 
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was  a  massive  equit^'-for-debt  swap. 

Today  companies  have  every  incen- 
tive to  reduce,  rather  than  build,  debt 
levels.  Banks  are  less  willing  to  lend. 
The  thrift  crisis  and  associated  prob- 
lems in  the  high-yield  market  have 
sharply  curtailed  this  avenue  of  fi- 
nancing. Moreover,  the  stock  market 
has  been  strong,  and  the  public  has 
begun  to  evidence  a  renewed  interest 
in  stocks.  Data  kept  by  the  Federal 
Reser\'e  indicate  that  households  in 
1991  were  net  buyers  of  stocks  for  the 
first  time  since  the  early  1980s.  The 
public's  appetite  for  stocks  remains 
strong  thus  far  in  1992. 

Faced  with  a  powerful  set  of  incen- 
tives, corporations  are  shrinking  debt 
and  increasing  equit\'.  Companies  in 
good  businesses  are  shedding  debt  in 
the  conventional  way:  by  paying  it 
off  with  cash  flow  from  operations 
and/or  with  the  proceeds  of  new 
equity  offerings.  Weaker  companies 
are  being  forced  into  bankruptcy  un- 
der the  burden  of  too  much  leverage. 
Either  way,  debt  levels  are  falling. 

The  economy  is  now  on  the  road  to 
a  long-lasting  recovery.  For  compa- 
nies with  excessive  debt  loads,  the 
pickup  in  activity  comes  at  a  propi- 
tious moment.  Business  conditions 
are  improving  and  profit  reports  have 
finally  begun  to  give  investors  some 
positive  surprises. 

In  these  circumstances  investors  in 
leveraged  firms  likely  will  benefit  from 
a  double-barreled  boost  to  the  value 
of  their  investments.  These  compa- 
nies are  getting  out  from  under  oner- 
ous interest  payments,  even  as  their 
businesses  are  picking  up.  Moreover, 
in  most  cases,  stringent  cost  controls 
already  are  in  place. 

Investing  in  leveraged  companies 
involves  above-aVerage  risk  as  well  as 
above-average  return.  As  the  experi- 


ence of  R.H.  Macy  so  painfiiUy  dem- 
onstrated, the  promise  of  financial 
restructuring  and  better  business  con- 
ditions may  not  materialize  in  time  to 
save  a  highly  leveraged  company. 
Many  leveraged  companies  are  quite 
far  along  in  the  process  of  rehquefying 
their  balance  sheets  while  others  are 
just  getting  started.  As  a  result,  inves- 
tors can  choose  securities  across  a 
broad  spectrum  of  risk  depending  on 
how  far  along  the  individual  company 
is  in  reducing  its  debt  burden. 

Several  of  the  companies  in  this 
group  that  appear  attractive  at  present 
illustrate  the  point,  rjr  Nabisco  (10) 
was  taken  private  in  1989  in  the  larg- 
est leveraged  buyout  ever.  Since  then, 
the  company  has  cut  its  debt  in  half  to 
$14.3  billion  from  $29  billion  at  its 
peak.  Black  &  Decker  (26)  also  has 
made  progress  in  paying  off  its  debts. 
When  it  acquired  Emhart  for  $2.7 
billion  in  1989,  Black  &  Decker's 
long-term  debt  shot  up  to  85%  of 
total  capitalization;  it's  now  down  to 
58%.  Both  companies  have  underly- 
ing businesses  that  are  healthy. 

Sealed  Air  (52)  and  Owens-Cor- 
ning Fiberglas  (33)  have  made 
progress  but  are  not  as  far  along  as 
RJR  and  Black  &  Decker.  Sealed  Air 
paid  its  shareholders  a  $40-per-share 
dividend  to  fend  off  a  possible  take- 
over in  May  1989  and  its  long-term 
debt  soared  to  $302  million  from  $19 
million.  At  the  end  of  1991  the  com- 
pany had  worked  that  down  to  $254 
million.  Owens-Corning  Fiberglas 
restructured  financially  in  1988  to 
avoid  being  taken  over,  and  assumed 
$1.5  billion  in  debt;  the  debt  was 
down  to  $1.1  billion  by  year-end 
1991.  Here  again,  the  outlook  for 
profits  is  good. 

TW  Holdings  ( 3 )  is  an  example  of  a 
company  with  strong  business  pros- 
pects that  has  only  just  begun  to 
deleverage.  The  company  has  reduced 
debt  to  92%  of  total  capitalization, 
from  98%.  Clearly,  the  risk  inherent  in 
these  securities  is  higher  than  that  of 
those  previously  mentioned,  but  if 
TW  Holdings  makes  a  successfijl 
comeback,  the  return  to  shareholders 
will  be  correspondingly  higher. 

For  investors  who  beheve  in  the 
potential  of  certain  businesses  in  a 
recovering  economy,  leveraged  equi- 
ties present  intriguing  if  somewhat 
risky  possibilities.  ^ 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


631.5%  gains,  with  exceptionally  low 

risk,  for  the  11 V2  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-t\/lonth  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 
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BUSINESS  OPPORTUNITIES 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Matiufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 
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.       voice  mail 
'^^Vtelemarketing 

Vt ALL  PROCESSING 

Translorm  youi  PC/XT/AT/386  into  a  mulliline  voice  pfo- 
cessing  command  center  Intelligently  process  yoor 
sales,  inquires,  and  messages  Complete  package 

Multi-Line  (voict  soiutioni       $995 

SINGLE  LINE  (RiqmOtilhl  S295 

(UvvelopeirOtM  packaaes  availablel 

VISA-MC    -AMEX-COO 
FOR  SALtS  OR  irvJFOBr^ATION 

Call:  1-800-947-4884 

CAIL    (5I0)S2.>,W00  •  lAX    ISIO' S2i>  6SS6 

TALKING  TECHNOLOGY,  INC.    TC 

ii2»  MiAiiiic  AVI  •Mumm  i:A<i'ifiOi    ///  '      .^ 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Cdrporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

fXiauun'    CallAWrHe  for  FREE  KIT: 

&  htii 


P.O.  Box  484-FB 
Wilmington,  OE  19899 

80(^1-CORP  •  302-662-6532 


FORBES  BINDERS 


FOR  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Filth  Ave..  N.Y..  NY  10011 

(212)  620-2440 
FAX  (212)  620-2472 


case 


SAVE  YOUR  COPIES  OF  FORBES 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  from  dam- 
age They  hold  about  hall  a 
years  issues  Made  irom  re 
intorced  board  covered  with 
leather  like  material  in 
red  Title  is  hot-stamped 
in  gold  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods 
Cases! -$7  95  3-$21  95 
Binders:  1 -$9  95  3 -$27  95 
ORDER  FROM  Jesse  Jones  Induslries  Depi  FB 
499  East  Erie  Ave  PNa  PA  19134  ErKlose 
name,  address  (no  P  O  Box)  &  payment  Add  $l  per 
unii  loc  P&H  Outside  USA  $2  50  per  unit  (U  S  tunds 
only)  Pa  residents  add  6°o  sales  la«  Credit  card 
orders  call!  800-825-6690(min  $15)  Please  allow 
4 10  6  weeks  lor  delivery  Satlifactlon  Ouarantted. 
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BINDER 
6-$39  95 
6-$52  95 


Receive  Value  Line 
for  only  ^St  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 
brings  you  the  2000-page  Investors  Reference  Service — Value  Line  s  mosi 
recent  Ratings  and  Reports  on  1700  stocks  and  the  How  to  Invest  in  Coi 
Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  li 
weeks  for'$6S'$55.  Available  only  once  every  two  years  to  any  household 
SPECIAL  BONUS:  With  your  subscription  you  will  also  receive  Barron's 
DICTIONARY  OF  FINANCIAL  AND  tNVESTBJENT  TERMS.  Third  EdiUofi 
(retail  price  $9.95)— 537  pages  filled  writh  over  3.000  definitions  of  terms  fi 
stocks  and  bonds,  banking,  corporate  finance,  and  more — in  accordance  w 
Federal  income  tax  revisions.  Your  subscription  to  Value  Line  may  be  tax 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  wii 
name,  address  and  zip  code  together  urith  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

(Ext.  2903-Dept.  216B08)  American  Express.  MasterCard  or  Visa. 

24  hours  a  day,  7  days  a  week.  30  day  Money-Back  Guarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 
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Value  Line  Investment  Suirey* 

711  3rd  Avenue 
NY  10017-4064 


INVESTMENT  OPPORTUNITIES  ■    MISCELLANEOUS  FOR  SA 


INVESTMENT  GEMSTOP  "  « 
GUARANTEED  LIQUIDII^  [[|< 
We  buy  &  sell  Diamonds  and  all  P 
Gemstones  Free  wholesale  caialo 
1%7'  Member  Jewelers  Board  of  1 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentuckv  4234.* 

TOLL  FREE  l-«»-62«-«3« 


CAPITAL  GAINS 
TAX  ALTERNATIVES 

Free  details.  Jacobs, 
Box  8194-F,  Shawnee 
Mission,  Kansas,  66208 


CABLE  ACCESSORIES 


EDUCATIONAL  SERVIC 
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CABLE  TV  CONVERTOl  Boxes! 
^  STOP  RKNTING  !!  L 

5  SAVE  MONEY!  OWN  YOUR  BQUIPMENl* 
P'  All  Major  Brand  Names  ' 

N    Dealers  Wanted-  FREE  CATALOG  K 
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of  business  books  for  sale 
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iK  Gold  Plate    •    Brilliant,  True  Colors    •    Any  Flag  Mix 
t  Delivery  Worldwide:   14  Business  Days  on  Custom  Orders 

Co.,  Inc.  1 17  Park  Lane  Rd.,  New  Milford.  CT 06776.  U.S.A. 
tl.  (203)  354-0686     •     Telex  271478     •     Fax  (203)  354-2786 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  (guarantee  them  for  an 
indefinite  period  ot  timel  Free  shipping  for  international  orders.  For  a  price  list  and 
catalogue  please  call:  1-800-847-4478 

Fax  1-718-782-4614 

The  Queensboro  Shirt  Company 

Dept  F26,  119  N   11th  St.,  Greenpoint,  NY  11211 
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WEEKS 


^onic®  is  an  in- 
idibly  more  effec- 
i  way  to  combat 
cess  sweat  — 
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nd  for  free  information. 

NERAL  MEDICAL  CO.  Dept    FOB  54 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 
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INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 
•^lif!  Tindy*  Computers 

'adio  Shack®  phones . .  .  and  nnore 

Toll  Free  800-231-3680 
11  Katy  Fwy.  Katy  (Houston)  TX  77450 
13-392-0747     Fax  (713)  574-4567 
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SANTA  MARIA,  NINA  &  PINTA 

The  official  "SPAIN  92"  Quincenlennial's 
best  commemoratives.  Abordage  assembled 
plank-on-frame  mcxJels  of  the  Columbus  ships, 
also  ships-in-bottles.  Contact;  J.  G.  Sanford 
International,  Inc.,  32 Overlook  Road.  Mtn. 
Lakes.  NJ  07046. 
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Tel:  201  263-0070 

Fax:  201-263-4063 
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GRAND  CHOCOLATE 
PIZZA,. 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gift-Wrapped  Delivery  Available 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 
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Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•  Forward-tilt 
feature 

•  Adjustable 
neck  rest 

•  Built-in 
adjustable 
lumbar  support 

As  mentioned  in 

the  Wall  Street  Journal 


VKor-V^ctxre^'^  ^^^^  ^o'o"^  Catalog 
PaCKOaver  1-800-251-2225  orwrlle 

5i  Jedroi.  Aic.  Di-pi  FME.  Hollision.  MA  01716 
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Behold 


One  has  been  eaten  by  an  elepiiant— 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  lo  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tiiley'  floats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  sofL  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  Bntish 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing . 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

HUey  Endurabies  isoo  338  2797 

3525  Seneca  Si. .  West  Seneca,  NY  14224 
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ENVIRONMENTAL 

DIRECTORY 

1                                RECYCLING  EQUIPMENT                                1 

r  ENVIRONMENTAL  CONSULTANTS  1 

..^ 

0  BRIEN  G  GERE 

COMPANIES 

An  employee-owned  organization  of 
over  750  experts,  providing  start-to- 
finish  environmental  services: 

^  consulting  engineering 
J  laboratory  analyses 
J  construction  management 
^  equipment  fabrication 
J  operations  management. 

With  a  national  client  base,  the  family 
of  firms  enjoys  a  reputation  for 
innovation,  flexibility,  and  reliability. 

Headquartered  in  Syracuse.  N.Y. 

ContactGaryN.  Kirsch.P.E.  at 

(315)437-6100. 
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Drexel  lives 

Drexel  Burnham  Lambert 
emerged  from  Chapter  1 1  on  Apr.  30. 
Want  to  play  the  company.^  Consider 
Drexel's  Certificates  of  Beneficial  In- 
terest— Class  A  (CBI-A's).  These  cer- 
tificates were  distributed  to  Drexel 
Burnham  creditors  as  part  of  the  reor- 
ganization plan.  Some  creditors  have 
begun  selling  the  certificates,  which 
now  trade  over-the-counter  on  a 
when-issued  basis.  Recent  price: 
around  $265  per  certificate. 

These  certificates — there  are  cur- 
rendy  1.8  million  outstanding — are 
claims  on  roughly  77%  of  the  assets 
held  by  the  dbl  Liquidating  Trust. 
Drexel  claims  these  assets,  which  were 
not  sold  off  during  its  reorganization, 
are  worth  over  $1  billion.  Included 
are  miscellaneous  securities,  cash  and 
a  note  backed  by  equity  interests  in 
various  Drexel -financed  lbos.  Most 
important,  that  $1  billion-plus  in- 
cludes ownership  of  New  Street  Capi- 
tal, which  owns  and  manages  Drexel's 
$479  million  (market  value)  portfo- 
lio, almost  all  junk  bonds. 

Interest  in  the  CBI-A's  is  brewing 
because  the  dbl  trust  recently  paid 
out  an  estimated  $629  million  to 
Drexel  creditors.  cbi-A  investors  are 
betting  a  lot  more  cash  will  be  distrib- 
uted between  now  and  1995,  when 
the  trust  is  supposed  to  be  done  with 
most  of  the  liquidation. 

Risks?  There's  no  guarantee  the 
trust  will  be  able  to  realize  the  project- 
ed values  Drexel  has  put  on  many  of 
the  assets.  Also,  400,000  more  cbi- 
A's  may  be  issued  to  cover  the  settie- 
ment  of  litigation  still  outstanding 
against  Drexel.  But  if  Drexel's  esti- 
mates are  accurate  and  assuming  full 
dilution,  each  of  the  2.2  million  CBI- 
A's  would  still  have  around  $370  of 
assets  behind  them. 

Daniel  Loeb  of  Jefferies  &  Co. 
recommends  the  c;bi-A's.  He  esti- 
mates there  will  be  cash  distributions 
of  more  than  $400  per  certificate  by 
1995.  And  the  assets  may  be  liquidat- 
ed faster  than  projected,  boosting  the 
effective  return.  -RivaAti^s 


Capitalist  cutting  tool 

Khnnametai.  Inc.  is  the  leading  U.S. 
manufacturer  of  cutting  tool  inserts 
made  of  tungsten  carbide.  The  $601 
million  (estimated  fiscal  1992  sales) 


Latrobe,  Pa. -based  company  has 
roughly  a  33%  share  of  the  $1.2  bil- 
lion U.S.  market  for  these  tools, 
which  are  known  for  their  superior 
hardness  and  cutting  edge.  Kenna- 
metal  also  is  a  national  distributor  of  a 
broad  range  of  manufacturing-related 
products.  To  that  end,  it  has  spent 
over  $70  million  since  1989  to  ac- 
quire Garrett  Industrial  Supply  and 
j&L  America.  The  distribution  busi- 
ness now  accounts  for  some  20%  of 
total  sales 

Lately  Kennametal  has  been  under 
a  cloud.  It  was  investigated  for  alleg- 
edly doing  business  with  Iraq  during 


A  Kennametal  insert  for  cutting  metal 
Out  from  under  a  cloud. 


the  Gulf  war,  but  the  Justice  Depart- 
ment says  its  review  of  the  matter 
turned  up  no  violations  of  U.S.  law  by 
the  company. 

Kennametal  has  more  pressing 
problems.  In  fiscal  1991  (ended  June 
30)  its  earnings  per  share  dropped 
35%,  from  $3.08  to  $2.  The  distribu- 
tion operation  was  hurt  by  the  decline 
of  the  automotive  and  aerospace  in- 
dustries, two  of  its  major  markets. 
Also  contributing  to  the  decline:  the 
loss  of  a  patent  suit,  which  cost  36 
cents  a  share.  (Kennametal  is  appeal- 
ing.) The  company  also  charged  ofi' 
26  cents  a  share  to  shut  plants  in 
England  and  Belgium. 

But  analyst  Blair  Brumlcy  of  Min- 
neapolis-based Dain  Bosworth  thinks 
Kennamctal's  earnings  will  bottom  in 
fiscal  1992,  at  $1 .45  a  share.  He  notes 
approvingly  that  o\cr  the  past  year 
production  was  scaled  back  some 
1 5%,  which  helped  keep  inventories  in 


check.  As  demand  for  Kennametal' 
products  recovers,  Brumley  think 
this  operating  leverage  should  begi- 
to  kick  in.  Meanwhile,  the  company  i 
raising  prices  4.5%  across  the  board  i 
the  U.S.  for  its  traditional  metal  wort? 
ing  tools. 

Brumley  estimates  that  earnings  fc 
fiscal  1993,  which  begins  in  July,  wi 
recover  to  $2.45  a  share.  He  als- 
thinks  the  ntse  stock,  recendy  32,  wi 
recover  25%,  to  40,  over  the  next  1 
months.  There  are  10.7  million  share' 
outstanding. 

Cash  flow  geyser 

Nobody  WAS  more  disappointed  tha^ 
Kohlberg  Kravis  Roberts  and  Alliedj 
Signal   Inc.   when   Goldman,  Sach 
couldn't  find  an  acceptable  buyer  fc 
Union  Texas  Petroleum  Holding^ 
Inc.  in  1990.  kkr  and  Allied-Signj 
each  own  39%.  So  in  1991  Unio* 
Texas  sold  its  U.S.  oil  and  gas  busineq 
for  $831  million,  booking  a  $20' 
million  gain.  Over  $400  million  of  thi 
proceeds  went  to  retire  debt. 

Analyst  Andrew  Feinman  of  Alba^ 
ny,  N.Y.- based  First  .\lbany,  thir 
$1  billion  (sales)  Union  Texas  is 
great  buy  at  its  recent  ntse  price  c^ 
17%.  Says  Feinman:  "It's  the  onli 
pure  overseas  play  at  a  time  when  aH 
major   exploration   and   productio] 
companies  are  rushing  to  go  interna 
tional."   Union  Texas  is  exploring 
some  attractive  locations  in  oft'shor 
Argentina,  Spain  (where  it  extract 
methane  gas  from  coal  beds),  Indonc 
sia  and  the  North  Sea.  It  also  own 
38%  of  an  Indonesian  liquefied  natu| 
ral  gas  operation. 

Feinman  looks  for  Union  Texarl 
free  cash  flow  to  rise  sharply  over  thi 
next  few  years  because  of  increases 
production  in  the  North  Sea  and  low  I 
er  capital  spending.  Meanrimc'I 
Union  Texas  plans  to  pay  ofl^"  SIO"! 
million  of  long-term  debt  this  Ncl 
vember,  after  which  it  will  be  \irtuallj 
debt-free  and  have  over  $200  millio 
(just  over  S2  a  share)  of  cash  in  the  til 

So  flexible  is  the  balance  sheet,  i] 
lact,  that  Union  Texas  also  plans  t 
sa\e  mone\'  by  con\en:ing  SSOO  mil 
lion  of  warrants  and  preferred  stoc 
into  lower  cost  debt.  Another  valu' 
able  asset:  $116  million  of  net  operai  j 
ing  loss  carr\fon\ ards. 

Feinman  estimates  L^nion  Texa, 


164 


Forbes  ■  June  8,  199 


Hci 

■neitl 

onsli 


[ill  earn  83  cents  a  share  in  1992  and 
j.20  in  1993.  More  important,  it 
Is  for  a  cheap  4.6  times  his  $3.82 
share  estimate  of  1992  discretion- 
cash  flow — that's  the  maximum 
liount  of  money  that  could  be  taken 
^t  of  the  business  this  year  if  no 
)loration  and  development  work 
tre  done. 

fpeinman   thinks   Union  Texas  is 
)rth  $25  a  share  in  a  deal  and  should 
lide  at  $21  on  fundamentals.  There 
85.7  million  shares. 
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razilian  whirlpool 

JHiRLPOOL  Corp.,  based  in  Benton 
til  larbor,  Mich.,  is  the  world's  largest 
J,l(  anufacturer  of  home  appliances. 
1,  Si(  )out  20%  of  its  output  is  sold  to 
luverj  ars  under  the  Kenmore  brand. 
oidira  hirlpool's  other  lines  include  Kit- 
dSigi  lenAid,  Roper  and,  of  course, 
Ulijj  Tiirlpool.  Last  year  roughly  40%  of 
busino  '  $7.1  billion  in  sales  were  outside 
a  S?j  orth  Am.erica. 

)noti  In  1991  the  company's  per-share 
irnings  rebounded  from  $1.04  to 
)f\j|),  2.45,  thanks  to  improved  operating 
ty  argins  and  the  absence  of  losses  at  its 
xisij  razilian  affiliates.  Whirlpool's  Big 
pncej  oard  stock  also  recovered.  From  a 
If  ojI  ice  of  17^2  in  late  1990,  it  had  risen 
tin  alltime  high  near  50  by  early 
92.  But  lately  the  stock  has  again 
akened;  recent  price,  40.  (There 
69.6  million  shares.) 
Brazil  and  its  shaky  economy  have 
ce  more  become  a  problem,  says 
aiyst  Nicholas  Heymann  of  New 
ork's  County  NatWest  Securities.  In 
t  first  quarter  of  1992  Whirlpool 
t  $10  million  there;  that  was  after 
le  company  pardy  used  a  nonoperat- 
g  reserve  set  up  last  year  to  reduce 
e  volatilit}'  of  its  Brazilian  earnings. 
jlojIThere's  trouble  in  Mexico,  too,  where 
~  iripool  owns  49%  of  a  joint  ven- 
re  in  which  it  has  invested  heavily. 
^  \^  leymann  expects  further  Mexican 
^1  )sses  through  year-end. 
^Ijj  Heymann  looks  for  Whirlpool  to 
jj^l  ost  a  16%  earnings  gain  this  year,  to 
^^ji'2.85  a  share,  and  he  is  currendy 
jjjj'l  rejecting  a  28%  increase,  to  $3.65,  in 
993.  Nonetheless,  he  cautions  that 
s  estimates  could  be  cut  if  Brazil 
esn't  strengthen.  For  now,  he 
inks  the  stock  will  underperform 
ic  market  and  is  urging  clients  to 
ccr  clear.  ^ 
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imaqined  the  South  Pacifi 
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Andrew  Harper's 
exclusive  guide  to  unspoiled  places 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise. 


HideavvByRqpcsrt' 


It's  the  vacation 
of  a  lifetime  for 
$2,100  a  week! 


Taken  as  a  whole,  Fyi  is 
perhaps  the  most  idyllic  and 
hospitable  archipelago  in  the 
South  Seas,  its  essence 
springing  right  from  the  heeirt 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  comer  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  gizint  ferns,  mango  frees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  fravelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  fraditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland.  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dirmer  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling'scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stuiming 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 
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MUTUAL  FUND  MARKETERS: 
REACH  YOUR  BEST  PROSPECTS  WITH... 


MUTUAL  FUNDS  PORTFOLI 

A  HIGHLY  RESPONSIVE  DIRECT  MARKETIMG  VEHICLE 


♦  This  special  advertising  section  in  FORBES  pro 
vides  an  effective  and  affordable  opportunity  for 
you  to  generate  direct  response  leads  at  a 
low  cost  for  one  or  more  of  your  funds. 

♦  FORBES'  735,000  subscribers  are 
affluent  and  active  investors  who 
seek  out  information  about 
mutual  funds.  They  have 


an  average  household  income  of  $216,898  and  an 
average  net  worth  of  $1,595,838.  In  addition, 
64%  own  mutual  funds,  with  an  average  vali 
of  $161,379.  The  Mutual  Funds  Portfolio! 
section  gives  you  direct  access  to 
this  desirable  audience  at  a  frac- 
tion of  regular  FORBES  adver- , 
tising  rates. 

Source:  Don  Bowdren  Associates. 
1990  Subscnber  Study 


Ti 


Consider  the  following: 

♦  Related  editorial  is  a  bonus  for  mutual  fund  advertisers. 
The  section  appears  in  the  annual  Mutual  Funds  Survey 
special  issue  that  investors  count  on  year  after  year  for 
investment  decisions. 

♦  The  high  number  of  quality  responses  to  previous  sections 
proves  that  readers  not  only  read  but  respond  to  the  FORBES 
Mutual  Funds  Portfolio. 

♦  Your  800  number  is  included  in  your  ad,  as  well  as  on  the 
special  reader  response  card,  making  it  convenient  for 
investors  to  request  information  about  your  funds. 

♦  Participation  is  easy  —  FORBES  produces  the  ad  for  you  — 
and  it's  affordable. 

For  more  information,  including  rates  and  a  reprint  of  our  last  section, 
call  Virginia  Carroll  at  212-620-2339. 

issue  Date:  August  31,  1992  ♦  Closing  Date:  July  6,  1992 


^1 


Hi 
^1 


rLMdnDHUK:> 


EDITED  BY  DERO  A.  SAUNDERS 


le  more  things  change  . . ." 
years  ago  in  Forbes 

loM  THE  ISSUE  OF  June  10,  1922) 


1?.  and  M.J.  Van  Sweringen  made  up 
#  great  railroad  empire-building  and 
lulation  act  of  the  1920s. 


iave  American  businessmen,  even 
z  biggest  of  them,  lost  their  self- 
jiance?  Why  this  appointing  of  wet 
irses  to  take  charge  of  different  in- 
jstries?  The  moving  picture  people 
Included  that  they  couldn't  run  the 
Hustry  themselves;  so  they  called  in 
Hays  to  save  them.  Our  baseball 
lignates  also  reached  the  conclusion 
xx  needed  someone  to  take  hold  of 
reins;  so  they  placed  the  supervi- 
m  of  their  affairs  in  the  hands  of 
dge  Landis.  It  is  announced  that 
evast  building  industry,  feeling  that 
_ guardian  is  needed  for  it,  plans  to 
Ind  an  SOS  to  Franklin  D.  Roose- 
It,  former  Assistant  Secretary  of  the 
avy,  who  is  to  be  given  powers  equal 
those  of  Hays  and  Landis." 


itnc 
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e  U.S.  is  experiencing  more  than 
-|  mere  business  revival.  President 
arding  told  several  thousand  busi- 
:ssmen  and  -women  attending  the 
inual  convention  of  the  U.S.  Cham- 
t  of  Commerce.  The  nation,  the 
esident  asserted,  stands  on  the 
reshold  of  a  new  era,  and  he  admon- 
led  his  hearers  to  keep  in  mind  the 
rgcr  responsibilities  springing  from 
le  new  state  of  human  affairs  and  the 
wakened  aspirations  of  men.'  " 
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years  ago 


ROM  THE  ISSUE  OF  June  15,  1932) 
Let  corporations  return  to  their  stock- 
}lders  the  surplus  cash  holdings  not 
ededfor  the  normal  conduct  of  their 
isiness.  The  immediate  result  of  such 
movement  would  be  to  benefit  the 
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individual  stockholder,  by  placing 
funds  in  his  hands  to  meet  his  urgent 
needs  or  to  use  as  he  sees  fit.  The 
secondary  result  would  be  to  improve 
the  price  of  the  shares  affected  and  the 
stock  market  generally,  as  the  public  is 
made  aware  in  this  forceful  fashion  of 
the  enormous  cash  values  behind 
American  business  today." 

-Benjamin  Graham 

"The  original  J. P.  Morgan  de- 
clared, towards  the  end  of  his  life,  that 
the  day  was  approaching  when  'busi- 
ness will  have  glass  pockets,'  meaning 
that  everything  would  have  to  be 
done  openly  and  aboveboard,  with  no 
secrets.  Recent  events  have  hastened 
the  coming  of  that  day.  The  public 
feel  that  they  have  been  taken  advan- 
tage of  by  insiders." 


First  dieseliMwered  tractor 
was  this  Caterpillar 
introduced  in  1932. 


years  ago 


50 

(From  THE  ISSUE  OF  June  15,  1942) 
"Overall  price  control  has  come  to 
America,  as  it  must  to  all  nations 
engaged  in  total  war.  Still  stunned 
from  the  initial  blow,  the  average 
businessman  tries  his  hand  at  solving 
immediate  problems  without  giving 
much  thought  to  the  implications  and 
long-range  effects  which  this  most 
far-reaching  piece  of  wartime  control 
is  certain  to  bring." 

"The  street-level  planting  areas  of 
New  York  City's  famous  Rockefeller 
Center  will  soon  be  devoted  to  vege- 
tables instead  of  the  customary  flow- 
ers. Cabbages,  onions,  carrots  and  14 
other  varieties  of  vegetables  will 
bloom  there  to  give  visitors  and  New 
Yorkers  a  view  [df]  a  typical  Victory 
garden. . . ." 


25  years  ago 

(From  THE  ISSUE  OF  June  15, 1967) 
"It  used  to  happen  only  in  the  movie 
and  TV  industries,  but  it's  happening 
now  in  Wall  Street:  Young  men,  still 
in  their  30s,  are  earning  incomes  of  S 1 
million  a  year  and  more.  The  compar- 
ison is  apt,  for  these  young  Wall 
Streeters,  too,  are  'performers'  .  .  . 
with  a  proven  record  for  managing 
other  people's  money  so  that  it  can 
outperform  the  market." 

"One  of  the  most  eagerly  sought  buys 
on  Wall  Street  these  days  is  not  Xerox, 
IBM  or  Polaroid,  but  a  seat  on  the  New 
York  Stock  Exchange.  I^te  last  month 
a  membership  changed  hands  at 
$370,000— a  flill  $100,000,  or  49%, 
over  the  1966  high,  though  far  below 
die  record  $625,000  of  1929." 

10  years  ago 

(From  the  issue  of  June  7,  1982) 
"On  Wednesday,  May  12,  Braniff 
Airways  ordered  most  of  its  aircraft  to 
be  flown  back  to  headquarters  at  Dal- 
las-Fort Worth  Regional  Airport.  The 
airline  had  run  out  of  cash  and  could 
not  meet  its  $25  million  monthly 
payroll.  .  .  .  Executives  feared  the 
worst  if  news  of  the  carrier's  financial 
bind  leaked  out.  lenders,  with  claims 
of  over  $700  million  against  Braniff 
(including  over  $80  million  to 
Boeing),  could  have  seized  its  airlin- 
ers, the  company's  only  salable  asset." 


Even  Calder's  fetching  designs 

couldn't  keep 

Braniff  solvent  in  1982. 


"Sign  of  the  times.  The  highest-paid 
executive  in  the  land  last  year  didn't 
do  it  by  making  cars  or  drilling  for  oil. 
He  sells  escapism  and  entertainment. 
Steven  Ross  of  Warner  C.ommunica- 
tions  pulled  down  $22.5  million  in 
salary,  bonus,  benefits,  contingent  re- 
muneration and  stock  gains  in  1981 
to  head  the  list.  ..."  Wk 
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THOiniif rs  un  iHt  businlss  ur  urt 


What  one  thing  docs  the 
world  need  most  today — 
apart,  that  is,  from  the 
all-inclusive  thing  we 
call  righteousness?  Aren't 
you  inclined  to  agree  that 
what  this  old  world  needs 
is  "just  the  art  of  being 
kind"?  Every  time  I  visit 
a  factory  or  any  other 
large  business  concern,  I 
find  myself  trying  to  diag- 
nose whether  the  atmosphere 
is  one  of  kindliness  or  the 
reverse.  And  somehow,  if 
there  is  palpably  lacking 
that  spirit  of  kindness, 
the  owners .  .  .  have 
fallen  short  of  achieving 
24-carat  success  no  matter 
how  imposing  the  financial 
balance  sheet  may  be. 

-B.C.  Forbes 


A  Text ... 

And  other  sheep  I  have, 
which  are  not  of  this 
fold:  them  also  I  must 
bring,  and  they  shall 
hear  my  voice;  and  there 
shall  be  one  fold, 
and  one  shepherd. 
-John  10:16 


Sent  in  by  G.F.  Davis,  Boise, 
Idaho.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Life  is  presented  to  senders 
of  texts  used. 


A  democracy  has  not  got  a 
body  of  definite  opinion 
for  the  expression  of  which 
it  seeks  delegates;  it  is 
an  assembly  of  human  beings 
earnestly  seeking  guidance 
from  those  of  whose 
sympathies  it  is  sure. 
-J.B.S.  Haldane 

The  meek  shall  inherit 
the  earth,  but  not  the 
mineral  rights. 
-J.  Paul  Getty 

One  of  the  many  things 
nobody  ever  tells  you  about 
middle  age  is  that  it's 
such  a  nice  change  from 
being  young. 
-Dorothy  Canfield  Fisher 

It  is  their  interest  on 
earth,  not  their  stake 
in  eternity,  that  makes 
men  cowards. 
-Eden  Phillpoits 


Treat  people  as  if  they 
were  what  they  ought  to 
be  and  you  help  them 
become  what  they  are 
capable  of  becoming. 
-Goethe 

If  there  was  not  God,  there 
would  be  no  atheists. 
-G.K.  Chesterton 

Life  is  what  happens  to  you 
when  you're  making  other  plans. 
-Betty  Talmadge 

Anger  is  really 
disappointed  hope. 
-Kric:a  Jong 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


The  trouble  with  experience 
is  that  by  the  time  you  have 
it  you  are  too  old  to  take 
advantage  of  it. 
-Jimmy  Connors 

An  artist's  career  always 
begins  tomorrow. 

-James  McNeill  Whistler 

We  seek  pitifiilly  to  convey 
to  others  the  treasures  of 
our  heart,  but  they  have  not 
the  power  to  accept  them, 
and  so  we  go  lonely,  side  by 
side  but  not  together,  unable 
to  know  our  fellows  and 
unknown  by  them. 
-Somerset  M\ugham 


To  err  is  human- 
feels  divine. 
-Mae  West 


-but  it 


The  goods  of  Fortune, 
even  such  as  they  really 
are,  still  need  taste 
to  enjoy  them.  It  is  the 
enjoying,  not  the 
possessing,  that  makes 
us  happy. 
-Michelangelo 

A  child's  education  should 
begin  at  least  100  years 
before  he  was  born. 
-Olim^r  Wendell  Holmes 

Ours  is  a  world  \\hcrc 
people  don't  know  what 
they  want  and  arc  willing 
to  go  through  hell  to 
get  it. 
-Don  M.\rql'is 

The  artist  has  never 
been  a  dictator,  since 
he  understands  better  than 
anybody  else  the  variations 
in  human  personality . 
-He\'wcx)d  Broun 

If  you  can't  ain  \\  ith  the  big 
dogs,  stay  up  on  the  porch. 
-Anon\n«olts 
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At  small  airports,  it  is 

better  to  appear  conspicuous, 

than  not  to  appear  at  all. 


The  incomparable  Learjet  31A  sets  down  to  business,  \\liere\er  business  leads  \ou. 

Fully  loaded,  the  Learjet  31A  can  operate  routinely  from  runways  of  less  than  3.()(K)  feel  and  dy  1.5( 
miles  nonstop  while  capitalizing  on  its  unique  combination  of  time-sa\ins  speed  and  low  operating  costs. 
(Characteristics  that  make  the  Learjet  31A  stand  out  IVom  the  ci'owd  —  like  the  companies  that  optM'ale  then 

To  take  advantage  of  more  opportunities,  fh  the  business  jet  that 
reaches  more  places.  The  Learjet  31A.  See  where  it  can  take  nou  and  Nour 
business.  For  details  call  Ted  Farid.  Vice  Presid(Mil  Domestic  Marketing, 
at  (316)946-2450. 

01992  L(<ar|(M  Inc. 


Learjej 


it'll  double  our  business 


ve  got  three  days..." 


Call  1-800-231-5800 

(ext  247) 


^^i^'  jiiiit.:':^:.-) 


Big  opportunities.  Crunch  deadlines.  Instant  crises. 
They  put  everything  you  know  on  the  line.  And  some- 
times, everything  you  learned  in  school  isn't  enough. 
Dale  Carnegie  Professional  Training  can  help. 
Use  our  Strategic  Presentations  Workshop  to 
improve  your  ability  to  think  and  decide  under 

pressure ...  to  win  team  cooperation  i 

in  a  crunch. .  .and  to  organize  and       THE  RiGI 


THE  Right  Training 
For  The  Real  World 


present  your  material  for  greatest  impact. 
Dale  Carnegie  Training  is  used  by  over  400 
of  the  FORTUNE  500. .  .and  by  tens  of  thousands 
of  professionals  every  year.  It's  the  right  training 
for  the  real  world. 
Call  1-800-231-5800,  ext.  24  7  to  request  a  free  eopy 

1  ofHoir  To  Win."  a  ^uide  to  professionul 

'  Training      training  and  development. 


Tl-.e  Dale 

The 

The 

The  Strategic 

The 

The 
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.Management 

Employee 

F^resentations 

Customer 

Sales 

Professional 

Course' 

Seminar 

Dewlopment 
Course 
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Course 

Course 
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Series 

Dale  Carnegie  &  As 


,  Inc.  Professional  Leadership  Training  Worldwide 
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The  300-HP 
Advanced  Traction 
Control  Chevrolet 
Corvette  LTl 

The  new  LTl  V8  is  the 
nuxst  leelitiieally  advaneecl 
small  hltKk  in  C"he\ix)let 
hisU)ry  And  only  one 
machine  has  it:  The  new 


1992  Corvette.  ♦  Flaunting 
such  technical  wiziialry 
»'as  reverse-flow  coc:)ling,  a 
fR)nt-moiintecl  (^pti- Spark 
tlistrihiitor.  aluminum 
c\'linder  heads  high- 
a^mpivssion  ( lO.S:  O 
pistons  and  an  aggivssiw 
h\\lraulic  Roller  cam- 
shaft, tlie  LTl  g^MXMates 


seamk.\ss.  el'lixtless  po^ 
Tlie  kiixl  of  jxmer  that 
makes  ;ui  enthiisiaslJs 
mouth  water  Aixi  to 
lielp  gL'i  it  to  ilx'  gRxin 
Q^rwtte  Umiur^  .\ix\4e) 
ticMi  Slip  Regulation  CA:> 
a  highK  s^^j-Jiisiicated 
traction  OMitRil  SN-steni 
that  R'gulatc^  lix.^ 
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We  wlbTE  THE  BOOK  ON  V8 
^^  PERFORMANCE.  WAIT  TILL 
^^     YOU  GET  YOUR  HANDS 

ON  THE  SEQUEL. 
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application  cf  power  to 
the  rear  wheels,  providing 
)ptimum  grip  in  all  traction 
conditions  ♦  "fest-drive  the 
1992  Corvette  ITl.  Cover  to 
cover,  it's  the  best  '\fette  yet. 
Corvette  LTl  Features: 
•  5.7  Liter  fuel-injected  LTl 
V8  with  300  HP  @  5000 
RPM.  •  Accderation 


Slip  Regulation  (ASR). 

•  New  directional  and 
asymmetric  high- 
performance  Goodyear 
GS-C  Eagles  •  Power  4- 
wiieel  Bosch  ABS  IIS  anti- 
lock  disc  brake  system. 

•  Choice  (rf  4-speed 
automatic  or  6-speed 
manual.  •  No-deductihJe, 


3-year/36,000-mile  Bumper 
to  Bumper  Plus  VC^rranty* 
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Can  Anyone  Stop  Wal-Mart? 

By  Mary  Beth  Grover 

Wal-Mart's  invading  your  turf.  What 
to  do?  Here's  how  some  regional 
retailers  have  fought  back. 

Was  Malthus  Right  After  AU?       92 

By  James  <. 'ook 

A  new  environmentalist  tract  raises 
the  specter  of  a  horiible  future  for 
mankind.  Will  it  frighten  us  into 
adopting  an  approach  that  has  already 
failed  miserably? 
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United  And  American 

By  Gary  Slutsker 

At  the  country's  busiest  airport,  the 
two  airlines  are  slugging  it  out,  with 
United  holding  its  big  lead. 

Zale's  Woes  46 

By  Thomas  Bancroft 

Desperate  efforts  to  shore  up  a  rotten 
capital  structure  severely  damaged  an 
otherwise  sound  business. 

Chock  Full  O' Nuts  52 

By  Jason  Zweig 

Chock  Full  o'  Nuts  has  disappointed 
investors  for  years,  but  now  some 
smart  stock  pickers  are  buying. 

SRI  International  54 

By  Dyan  Machan 

One  of  the  world's  preeminent  think 
tanks  is  drowning  in  red  ink.  The 
board  has  been  asleep. 
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Loewen  Group  86 

By  Seth  Lubove 

This  funeral  parlor  chain   is  a  hot 

number  on  the  Toronto  exchange. 

Why? 
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Stroh  Brewery 

By  James  R.  Norman 

The    founder's   great-grandson 

pulled  the  company  through. 
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How  Rich  Got  Rich 

By  Paul  Klebnikov 

Marc  Rich  has  found  a  new  way  to 
make  big  money:  shortchange  the 
desperate  Russians. 

GPA  Group  43 

By  Rita  Koselka 

In  the  search  for  new  equity*  in  a 
falling  market,  GPA  Group,  the  high- 
ly leveraged  aircraft  lessor,  hop)cs  to 
raise  $1  billion. 

The  Brazilians  Are  Coming!  78 

By  Joel  Millman 

Looking  for  a  foreign  partner  in  a 
U.S.  project?  Have  you  considered  a 
Brazilian  lately? 
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S&K  Famous  Brands  82 

By  Fleming  Meeks 

Retirees  Hip  Sicgcl  and  Abe  Ka- 
minsky  started  S&K  Famous  Brands 
out  of  the  back  of  Hip's  C\\dillac. 


Fight  For  Life 

By  Gretchen  Morgenson 

In  an  et^brt  to  win  business  from 
Nasdaq,  the  American  Sttxk  Ex- 
change has  cased  its  listing  require- 
ments. To  little  a\ail. 

Dealmaker  Ken  Moclis  St 

By  Phyllis  Berman  with  Jean  Shermjn  Chdtzky 
What  did  Ren  MikUs  learn  from  Mi- 
chael Milken?  What  did  he  fail  to  learn 
from  Milken? 
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against  management?  An  interesting 
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Wal-Mart  Stores  suggests  it  might. 
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By  Roula  Khalaf 

Wall  Street  punished  Chambers  De- 
\elopment  for  its  accounting.  But 
drawing  the  line  between  expensing 
and  capitalizing  costs  isn't  easy. 
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By  James  R.  Norman 
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some loss  of  market  share. 
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The  new  Braun  Flex  Control. 

Its  pivoting  head  is  designed  to  conform  to 
your  face... like  no  other  shaver  before  it. 


Your  face  has  many 
different  angles  and  curves. 
So  Braun  has  introduced 
Flex  Control— the  first  elec- 
tric shaver  with  a  pivoting 
head. 

It  automatically  adjusts 


itself  to  each  curve  on  your 
face,  always  maintaining 
the  optimal  shaving  angle. 
To  deliver  Braun's  closest 
shave  ever 

And  with  the  twin  foil 
coated  in  platinum,  the 


shaver  glides  smoothly  and 
effortlessly  across  your  face. 

Simply  because  when 
it  came  to  making  a  better 
shaver— we  first  studied 
your  face. 

And  then  we  designed 


the  Braun  Flex  Control 
accordingly 


BRRun 


Designed  to  perform  t)etter 


Available  at  Burdines,  Rich's,  Lazarus,  Jordan  Marsh,  The  Bon  Marche,  Stern's,  A&S,  and  Bloomingdales. 
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Going  W^  Further 
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Staying^        Closer 


I 


Ghbal  Communications-Close  at  Hand 


BT "  gives  you  global  communication  tools  as  convenient  as  your 
briefcase.  In  any  time  zone,  in  any  office.  Well  help  you  take  your 
business  further,  but  keep  you  closer  to  your  customers,  your 
goals,  your  target 

BT  has  a  global  presence  our  competition  can't  match.  We  speak 
the  language,  know  the  culture.  Our  TYMNET''  Global  Network 
reaches  90%  of  the  world's  business  centers  in  more  than  100  coun- 
tries. We  monitor  our  own  technology,  and  bill  in  one  currency, 
part  of  a  singlevendor  solution  that  makes  your  life  easier. 


We  help  you  plan  your  network,  manage  it,  make  sure  everything 
plugs  in  where  it  should  and  meets  the  regulations  it  should,  at 
locations  worldwide.  Our  Global  Network  Services"  (GNS)  bring 
your  far-flung  divisions  closer,  with  international  messaging, 
frame  relay,  transaction  services,  and  EDI. 

Grab  the  BT  briefcase.  Call  1-800-872-7654  (US)  or 
1-800-874-7654  (Canada).  BT  North  America,  2560  North 
First  Street,  PO  Box  49019,  San  Jose.  CA  95161. 


Global  Network  Services  •  ExpressLANE"  Frame  Relay/LAN  Interconnectivity 
Videoconferencing  •  EDhNET®  •  BT  Messaging  Services  •  Electronic  Transaction  Services 
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Eurt>pe!  Peter  luhrman,  Manauei    Padflci  .\iuire\v  Tan/er, 

Manager,  Ciaie  lisenstotlt,  Ka/iimi  Ntiva/awa 

C.olumnistsi  Havui  nivman,  Kenneth  1  .  l-'isher, 

iWaik  I  liiUu-ri,  Mkhaei  Novak,  A,  (.".an  Shilling, 

Thomas  Sowell,  Ren  Weherman 

Art  I)e|tartnient!  Roger  /apke,  neputy  Art  Director; 

R.oiula  Kass,  Rohert  ManstieUi,  Aiulrew  t'hristic, 

Assoeiaie  Art  Direktiirs;  Alevaiulra  (.iiegson, 

I  aiiren  Stoeklvnver,  \U-rciliih  Nieholson,  Phoio  Kilitors; 

Samaniha  Ho\'i,  Photo  Reseaivh 

Statistics!  llonalil  \-.  Popp,  i'ditor;  Ann  C".  Aiulerson,  Senior 

I  liiioi,  Miuhel  Raiul,  Senior  Programmer;  lohn  C'hamherlain, 

Susan  Chin,  Si  on  Oelarlo,  I'imothv  Oodman, 

I'lie  S.  I  laiilv,  1-ileen  1  leiuierson,  Cuisiavo  1  omho, 

Tina  Riisso  M>.('arth\ ,  Warivn  Muigett,  lohn  Mosehctto, 

Ste\en  Ramos,  cJiiheit  Sieeille\ ,  Susan  Yii 

C^opy  I">eski  Dehoiah  Markson  Kai/,  Hugo  Moreno, 

Ciikia  Roheris,  lames  Shaheen;  Harhara  Sou/a 

PrtM>(ireaders!  Dolores  (.iuilhot,  Chiet';  Arthur 

Aliramowit/,  Depuix;  David  I.  l-'leisehmann, 

Susan  R  Coldherg,  lames  Neu,  Aurora  Northland 

Director  oCInt'omiation  Ser\'iccsi  Anne  P,  Mintz 

Inionnatlon  C'-enteri  Cxnihia  (.a'stal,  I'larita  loncs, 

Naomi  Prall,  livne  Rkhai\is,  I  inda  Stinson,  \'elma  \'an  \'oris, 

InlormaiiiMi  Specialists,  I  iiis  Colla/o  )r  ,  laeuline  Daniel, 

Muhael  DeX'onish,  Queenie  Make,  Mivhael  Smith,  SiatV 

Director  of  Manufacturing  and  Production!  lohn  1 

Romeo;  Rohert  M   Rosengaiten,  Idward  R   Ntorgan, 

Peter  I.  Pallans;  \\^\uk\  AliholV,  Peter  AliholV,  Robert  »•. 

Craw  lord,  loseph  De  i.!ia\ .  1  iiuta  Ryi\in  Cllueksman 

Advertising  Services  Manager:  Pairieia  Deekelnick; 

lolm  Weinheig 

Director  of  PhottKontiMMition!  lames  Cianelli; 

Maik  IV.ko,  Aiihur  IVi.  HI,  Riehaui  Nohilc. 

Rill  R.isham,  Paul  (.  aruso,  lom  Shaimskv 

Dlrectttr  of  Ivilitorial  Intttmutioni  R.i\mond  I-  )  leale\  1r 

tma    FOI'NDEDIN  1«17 

R  C   lORRl  S,  Editor-in-(^hief  ^  Wr  l'JS41 

MAI  COl  M  S  1  ORRI  S,  Editx>r-ln-Chlef  O'^S-t  WW^ 

^    PAIDCIRCIU.ATION 
OVER  735,(HH) 


Getting  control  of  your  personal  finances 

In  lAiKiNci  wn  H  business  people,  Bill  Baldwin  says,  he  is  constantly 
surprised  at  how  little  control  these  otherwise  clever  and  disciplined 
people  have  over  their  financial  affairs.  "Tm  talking  about  chief 
executives,  directors  of  research,  lawyers,  doctors  with  six-figure 
incomes.  They  simply  don't  run  their  own  finances  as  well  as  they  run 
their  busine,sses." 

In  editing  our  annual  money  guides,  Baldwin  says  he  seeks  to 
address  himself  to  the  fi- 
nancial problems  of  well- 
heeled  executives.  "It's  ap- 
palling," he  says,  ''how 
many  people  who  should 
have  known  better  got 
sucked  into  tax  shelters  in 
the  mid  I98()s,  or  into 
commercial  real  estate  in 
the  late  1980s.  How  so 
many  t)t  them  were  pan- 
icked out  of  junk  bonds  at 
the  w  rong  time  in  1990  and 
are  now  rushing  pell-mell 
into  common  stocks  and 
mutual  funds  in  1992  after 
the  Dow  has  quadrupled  in 
a  decade.  They  react  to 
newspaper  headlines,  get 
carried  away  b\'  the  hot 
trend  oi'  the  moment  and 
become  ripe  bait  for  com-  HB^H 
mission  seeking  salesmen." 

Baldwin's  philo.sophy  in  editing  the  guide  is  simple:  to  help  busy 
and  preoccupied  business  people  deal  with  their  financial  affairs  as  a 
comprehensive  whole — just  as  they  probably  do  with  their  businesses. 

It"  it  is  a  list  often  ht)t  stocks  that  you  want  or  the  names  of  the 
mutual  funds  with  the  best  performance  on  the  tenth  day  of  May, 
look  cKsew  here.  This  is  more  sophisticated  stuff.  Kach  of  the  30 
articles  and  nun\erous  tables  that  make  up  this  year's  Money  Guide  is 
intended  to  help  readers  get  firm  and  kncn\  ledgeable  contn^l  of  their 
financial  lives.  Starts  on  page  120. 

Malthus  at  Rio 

Muc:h  of  thh  environmentalist  movement  has  embraced  the  old 
arguments  of  the  gloomy  Parson  Malthus — witness  the  speeches  at 
the  Rio  conference.  Malthus  argued — w  rongly  as  it  turned  out — that 
population  growth  wmild  outrun  the  \ooy.\  supply  and  ovenvhelm 
any  efft)rt  to  raise  human  living  standards.  Building  on  that  discredit- 
ed thet>iy,  a  lot  i^f  today's  environmentalists  argue  that  population 
grow  th  will  defeat  eftorts  to  imprtne  the  global  environment.  Their 
twin  sUigans  arc:  No  morc  people,  no  more  economic  growth.  Jim 
Cook  eloquently  disagrees  with  this  call  for  stagnatii>n  and  artificial 
equilibriimi.  In  "The  ghosts  of  Ghnstnivis  yet  to  come,"  starting  on 
page  92,  he  makes  a  persuasixc  case  for  depending  on  human 
ingcnuit>'  and  creativity-  rather  than  accepting  the  edicts  of  Malthus. 


William  Baldwin 


d/*  ^2<LXt.^ 
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No  championship  in  golf  is  more 
difficult  to  capture  or  more  prized 
than  the  U.S.  Open.  Beyond  the 
competition  of  some  156  of  the  game's 


Pebble  Beach  Golf  Links,  site  of  the  1992  U.S.  Open. 

best  players,  the  Open  champion  must 
contend  with  a  course  on  which  green- 
keepers  have  been  instructed  to  narrow 
the  fairways,  nurture  the  rough,  and 
bring  the  greens  to  championship  speed. 

The  stature  of  today  s  event  could 
hardly  have  been  foreseen  by  the  golfers 

at  the  first  Open. 
There  were 
just  eleven  that 
October  day  in 
1895,  and  only  200 
spectators  to  cheer 
them  through  36 
holes  at  the 
Newport  Golf 
Club.  Briton 
Horace  Rawlins  bested  nine  fellow 
pros  and  one  amateur  to  win  a 
medal  and  a  modest  cash  prize 

Americans  had  to  wait 
sixteen  years  for  one  of  their 
own  to  take  the  title.  John  J. 
McDermott  did  it  in  1911. 

This  year,  more  than 
6,000  golfers  will  vie  for  a       ^ 


1911:  John].  McDermott, 
first  American  to  win. 


Curtis  Strange,  two-timewinnerofthe  U.S.  Open. 

The  LIS.  Open  and  Rolex: 

two  of  the  gamers  most 

venerable  names* 


spot  in  this  prestigious  field. 
But,  ultimately,  only  one 
player  will  have  his  name 
added  to  the  U.S.  Open's 
silver  trophy,  thus  ensuring 
his  place  in  the  rich  history 
of  American  golf 
At  an  event  so  distinguished 
y/>    it  has  become  a  classic,  it  isn't 
surprising  that  a  classic 
timepiece  is  so  often  the  Alff 
one  of  choice— Rolex .  )|^ 

ROLEX 


Oyster  Perpetual  Day-Date  in  18kt  gold  with  12  diamonds  on  bezel  and  bark  finish  President  bracelet. 

Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  696,    Rolex  Building,  665  Fifth  Avenue,  New  York,  N.Y.  10022  5383. 

Rolex,  %  Oyster  Perpetual,  Day-Date  and  President  are  trademarks 
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Intelligent 
businesswoman 

Not  QUITE  a  year  after  the  1990  death 
of  her  husband,  Prince  Johannes  von 
Thurn  und  Taxis,  Germany's  young 
Princess  Gloria  filed  criminal  charges 
against  the  former  managers  of  her 
late  husband's  $1.3  billion  fortune. 
She  alleged  the  managers  had  en- 
gaged in  "systematic  fraud"  for  per- 
sonal enrichment.  Forbes  looked 
into  the  charges  and  found  some  poor 
investment  decisions  but  nothing  that 
justified  her  accusations  (Feb.  17). 
In  late  April,  after  internal  investi- 


Princess  Gloria 
von  Thurn  und 
Taxis 

Putting  busi- 
ness aliead  of 
litigation  and 
revenge. 


I»^ 


gations  at  the  Thurn  und  Taxis  estate 
found  that  management  could  not 
have  performed  the  alleged  fraud. 
Princess  Gloria  withdrew  all  her  accu- 
sations and  criminal  charges.  The 
managers,  who  had  countersued, 
agreed  to  do  the  same. 

According  to  comments  her  lawyer 
made  to  a  Bavarian  paper,  the  princess 
realized  the  no-win  public  brawl  was 
only  damaging  her  reputation  and 
enriching  the  lawyers.  By  withdraw- 
ing her  charges,  Gloria,  who  is  tr>'ing 
to  build  a  forestry-focused  business, 
acted  as  any  rational  business  person 
would.  -Richard  C.  Morais 


Worthy  heir 


For  more  ihan  a  quarter  of  a  centu- 
r\\  Wauwatosa,  Wis.'  Briggs  &  Strat- 
ton  Corp.  dominated  the  U.S.  market 
for  small   internal   combustion   en 
gines — the  engines  that  go  into  lawn 
mowers,  snow  blowers,  portable  gen 
crators  and  the  like.   By  the   mid 
1980s,  however,  the  Japanese,  aided 
by  a  tluorable  yen-dt)llar  exchange 


ratio  and  cheap  labor,  were  nipping  at 
Briggs  &  Stratton's  heels.  To  Forbes 
B&s  looked  like  a  companv  on  the  run 
(Apr.  7,  1986). 

No  longer.  Under  Chairman  Fred- 
erick P.  Stratton  Jr.,  grandson  of  one 
of  the  company's  founders,  B&s  has 
been  taking  market  share  from  com- 
petitors like  Suzuki  and  Kawasaki. 
B&s'  earnings  are  expected  to  increase 
40%,  to  S50  million,  on  sales  of  SI 
billion  for  the  fiscal  year  ending  June 
30.  Since  Januan'  1991  B&s'  shares 
have  nearly  doubled,  to  a  recent 
47% — or  13.5  times  estimated  1992 
earnings. 

While  the  weakening  of  the  dollar 
relative  to  the  yen  has  helped  B&s,  the 
company  has  also  benefited  by  in- 
creasing its  product  development 
spending  from  1.5%  of  sales  in  the 
early  1980s  to  2.5%  of  sales  today. 

To  manufacture  its  new  engines 
more  cheaply  and  eflficiendy,  B&s 
opened  nonunion  plants  in  Murrav, 
Ky.  and  Poplar  Bluff,  Mo.  "We 
learned  that  it  doesn't  work  to  throw 
big  bucks  at  automation,"  says  Strat- 
ton. "What  works  is  to  clean  up  your 
basic  processes  and  apply  automation 
where  it's  reasonable  and  economic." 

Looking  ahead,  Stratton  agrees  the 
U.S.  small-engine  market  is  fairly  ma- 
ture, but  he's  enthusiastic  about  long- 
term  prospects  for  lawn  and  garden 
equipment  sales  in  Eastern  Europe 


Briggs  &  Strattons  Fredenck  P  St'-att^ 
"K  doesn't  work  to  throw  big  bucks 
at  automation." 
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In  1987,  critics  said  Bose' changed  the  way 
people  thought  about  loud^eakers. 


"Superb  sound  and  virtual  invisibility." 

"  ^ide  by  side  widi  speakers  costing 

three  to  five  times  as  much,  the  AM-5 

consistendy  produced  the  more  exciting 

and  listenable  sound..." 

Julian  Hirsch, 
Stereo  Retteu',  1987 


No^\^  they're  saying  it  about  our 
Lifestyle  music  system. 


"No  \Tsible  speakers,  no  stack  of 

components,  nothing  that  \ocks 

like  sound  equipment." 

"Hit  the  Stan  button  and  suddenly 

the  room  fills  with  music  of  exen^larv" 

clarit>-  and  fullness." 

Hans  Fantel, 
T/ieNw  York  Times*.  1990 


Call  us  today  to  anange  for  a  personal  audition  at  a  participating  dealer  near  you. 
Tr>-  the  Lifest>le*  music  s>'5tem  in  your  own  home  tor  two  weeks.  Then  part  with  it,  if  you  can. 

For  more  information,  call; 

1'800444-BOSEExl118 

8:3C.^M-9:0?PN<  lET).  In  Canada  call  1.8CC-465-BOSE  WCAM-Ss.VPM 


Better  sound  through  research. 
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It's  not  a  car. 
It's  an  aphrodisiac 


You  know  that  car  you've  always  wanted?  Really, 
really  wanted?  It's  here.  The  new  Infiniti  J 30 
personal  luxury  sedan. 

And  its  looks  aren't  all  that  will  entice  you. 

For  $33,400*  the  J  30  is  sure  to  impress  you  on 
a  purely  emotional  level.  With  luxury  details  like 
the  Bose  audio  system  with  a  standard  compact 
disc  player.  Soft  gathered  leather.  Tasteful  walnut 
trim.  And  a  24-hour  Roadside  Assistance  Prograun 
that's  standing  by  to  do  whatever  it  takes  to  keep 
you  on  the  road. 

Of  course,  the  J  30  is  also  equipped  with  a 
long  list  of  impressive  technological  features. 
Like  the  variable  valve  timing  system  and  the 
double  isolated  multi-link  rear  suspension. 
Three-sensor,  three-channel  ABS  braking.  And 
both  driver's  and  passenger's  side  airbags. 

But,  in  the  end,  what's  really  appealing  about 
the  new  J 30  is  something  far  more  than  all  its 
individual  parts.  Something  indefinable.  It's  what 
happens  when  you  cross  sheet  metal  and  desire. 


INFINITI 


FarCwif  Orii<'ii>/of 
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A  Point  About  Death  And  Taxes 

You  are  only  worth  45  %  of  what  you 
think  you  are  worth. 


Faberge  egg  trom  the  Forbes  Magazine  Collection. 

This  1/2  stays  in 
your  estate. 


This  1/2  goes  to 
Uncle  Sam. 


Barry  Kaye  wrote  the 
book  on  how  to  "Save 
A  Fortune  On  Your 
Estate  Taxes." 

Within  9  months  after  your 
death,  your  family  will  have  to 
pay  55%  of  your  assets  in 
federal  estate  taxes.  It  took  you 
50  years  to  build  your  estate.  Do 
you  really  want  it  totally 
decimated? 

This  is  not  necessary.  You  can 
reduce  your  estate  tax  cost  up  to 
90%*,  pay  your  taxes  at  10-30 
cents  on  the  dollar,  and  optimize 
your  capital  substantially.  Uncle 
Sam  will  still  receive  his  full 
taxes  due  while  your  family 
keeps  your  entire  estate  intact. 

Remember,  not  your  attorney, 
not  your  accountant,  not  your 
investment  advisor,  only  a  life 
insurance  company  will  bring 
your  family  a  check  to  pay  your 
estate  taxes  at  a  discount. 


Let  the  man  who  wrote  the 
book  resolve  your  problem. 


If  your  estate  is  worth  $3  million  or  more^  call  for  a  free,  no-cost,  no-obligation 

proposal  and  our  book:  "Save  A  Fortune  On  Your  Estate  Taxes"  which  describes  our 

concepts.  These  concepts  can  also  be  used  to  create  wealth  for  children  or  grandchildren, 

or  substantially  leveraged  gifts  to  charity.  Call  the  original  creators  of  the  estate  tax  cost 

discount  program  now  at  800-622-5433 


Barry  Kayc, 

author  of 

Save  a  Fortune  on 

Your  Estate  Taxes 


Wealth  Creation  Centers^ 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVENUE  OE  THE  STARS,  SUITE  500  LOS  ANGELES.  CA  90067 
310-277-9400  FAX:  310-2S2-0775 

*  Based  on  current  assumptions   ©  1 99 1  Wealth  Creation  Centers 
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and  South  America.  "The  climate  and 
topography  are  there,"  he  says. 

Bad  call 

In  1985,  as  the  Japanese  share  of  the 
semiconductor  market  grew  ever 
larger,  Forbes  was  skeptical  about 
fears  that  the  market  for  chipmaking 
equipment  would  undergo  a  similar 
fate  (Mar.  11, 1985).  Not  a  good  call. 
Last  year  U.S.  firms  accounted  for 
35%  of  the  $6  billion  worldwide  mar- 
ket for  front-end  wafer  fabrication 
equipment — the  equipment  used  to 
build  up  the  electronic  circuitry  on 
raw  silicon  wafers.  That's  down  from 
55%  in  1985  and  61%  a  decade  ago, 
according  to  Dataquest,  a  market  re- 
search firm  in  San  Jose,  Calif 

But  not  all  the  news  is  bad.  Last  year 
U.S.  firms  captured  18%  of  the  Japa- 
nese market  for  chipmaking  equip- 
ment, up  from  15%  in  1990.  Much  of 
the  credit  goes  to  firms  like  Applied 
Materials  of  Santa  Clara,  Calif  and 


Applied  Materials'  Precision  5000  Mark  II 
U.S.  chipmaking  machinery  is  making 
inroads  in  Japan. 


Novellus  Systems  of  San  Jose.  Both 
specialize  in  deposition  technology — 
a  process  whereby  tungsten  or  other 
elements  are  deposited  onto  semicon- 
ductor wafers.  As  chips  become  more 
sophisticated,  advanced  deposition 
machines  are  expected  to  command  a 
larger  share  of  the  equipment  market. 
Dataquest  analyst  Peggy  Wood 
says  U.S.  companies  are  still  the  lead- 
ers in  the  key  market  for  chemical 
vapor  deposition  equipment.  "But," 
she  adds,  "that's  not  to  say  Japanese 
companies  aren't  putting  tremendous 
efforts  into  catching  up."  §■ 
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-  INTRODUCTORY  TRIAL 

Value  Line 
only  ^eSi  $55 

If  no  member  of  your  household  has  had  a  subscription  to  Value  Line  in  the 
past  two  years,  you  can  now  receive  full-page  analyses  of  about  130  stocks  each 
week  for  the  next  10  weeks  for"^eS  $55. 

As  a  double  bonus  at  no  additional  charge  you  will  also  receive  the  2000- page 
Investors  Reference  Service  (covering  1 700  stocks)  and  How  to  Invest  in  Common 
Stocks.  SPECIAL  BONUS:  With  your  subscription  you  will  also  receive  Barron's 
DICTIONARY  OF  FINANCIAL  AND  INVESTMENT  TERMS.  Third  Ekiition  (retail 
price  $9.95) — 537  pages  filled  with  over  3,000  definitions  of  terms  from  stocks  and 
bonds,  banking,  corporate  finance,  and  more — in  accordance  with  Federal  income 
tax  revisions. 

We  make  this  special  offer  because  we  have  found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period  stay  with  it  on  a  long-term  basis.  The  resulting 
increase  in  circulation  enables  us  to  provide  the  service  to  our  long-term 
subscribers  for  a  lower  annual  rate  than  would  otherwise  be  possible. 

Money-Back  Guarantee 

You  take  no  risk  accepting  this  special  offer.  If  you  are  not  completely  satisfied 
with  The  Value  Line  Service,  just  return  the  materials  you  have  received  within  30- 
days  for  a  full  refund  of  your  fee.  Your  subscription  to  Value  Line  may  be  tax- 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 
name,  address  and  zip  code  together  with  this  ad  or: 

CALL  TOLL-FREE  1-800-833-0046 

(Ext.  2903-Dept.  216BA4)  For  Credit  Cards  Orders  Only. 
American  Express.  MasterCard  or  Visa.   24  hrs.  a  day.  7  days  a  week. 

The  Value  Line  Investment  Survejr® 

711  3rd  Avenue,  New  York,  N.Y.  10017-4064 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax.    Foreign  rates  upon  request. 


Introducing  The 
Stereo  System  That 
Wt  For  Everybody. 


We  could  claim  that  the  Bose*  Acoustic 
Wave  *  music  system  is  for  everyone.  After 
all,  it  sounds  like  much  larger,  more 
expensive  stereos.  It  fits  almost  anywhere 
you  can  put  a  briefcase.  And  it's  as  easy  to 
use  as  a  TV. 

But  we  think  you're  the  one  to  decide  if  the 
only  stereo  system  we  know  of  to  be  named 
Inventim  of  the  Year  is  for  you.  Because,  with 
all  the  patented  technology  on  the  iaside  and 
all  the  simplicity  on  the  outside,  the  Acoustic 
Wave*  system  is  so  advanced  it  may  seem 
technically  impi>ssible.  It  also  looks  unlike 
any  other  stereo  system  you've  ever  seen. 
And  its  compact  disc  player  (or  cassette), 
AM/FM  radio,  amplifiers,  and  built-in 
patented  speakers  deliver  aiund  you  won't 
believe  until  you  hear  it  in  your  home. 


Better  sound  through  research. 


"You  have  to  hear  it 
to  believe  it." 

So,  if  the  idea  of  owning  a  revolutionary 
stereo  ftxim  the  best  rcsptvted  name  in 
sound  intrigues  yt)u,  ask  for  our  Kxiklet. 
It's  free  ;ind,  like  the  Accxistic 
Wave*  music  system,  it's 
available  by  ailling  or  writing 
Bose  Corporation. 

Call  For  This 
FREE  Booklet! 

l-80a282'BOSE  Ext.  3% 
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M.iil  i>i  Ri»e  GxTK<™h<n,  PV^x  CPP.  The  M.iint.im. 
Fr.iminKh.im,  \l\  01701'J168  USA 
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And  now  the  cars 

Thomas  Monaghan,  the  5 5 -year- 
old  owner  of  $2.4  billion  (sales) 
Domino's  Pizza,  has  been  cleaning  up 
the  Domino's  balance  sheet  in  prepa- 
ration for  the  possible  sale  of  a  slice  of 
the  Ann  Arbor,  Mich. -based  compa- 
ny to  the  public.  Monaghan  is  also 
selling  most  of  his  personal  goodies: 
Already  sold  are  a  couple  of  houses 
designed  by  Frank  Lloyd  Wright  and 
some  of  Monaghan's  favorite  classic 
cars,  including  a  1931  Bugatti  Royale 
for  which  he  paid  $8  million.  The 
Bugatti  was  part  of  a  16-car  package 
recently  purchased  by  a  partnership 
headed  by  Donald  Williams  and  Rich- 
ard Clyne,  two  well-known  California 
collectors.  It  is  now  worth  an  estimat- 
ed $10  million. 

Monaghan  was  raised  in  an  orphan- 
age and  has  often  said  he  longs  for  a 
simpler  life  devoted  to  Catholic  lay 
work.  With  every  plaything  he  sells, 
he's  getting  closer  to  the  simple  life, 
but  he's  still  got  a  way  to  go. 

-Jerry  Flint 

Homes  for  the  homeless 

Harry  Weinberg,  the  real  estate  mo- 
gul, died  in  Honolulu  in  1990  at  the 
age  of  82  and  worth  nearly  $1  billion. 
Before  he  died  Weinberg  wanted  to 
make  sure  some  of  his  wealth  went  to 
helping  Hawaii's  less  fortunate.  In 
this  spirit,  the  trustees  of  the  Harry 
and  Jeanette  Weinberg  Foundation 
agreed  to  share  with  the  state  the  $1.8 
million  cost  of  Hawaii's  first  project 
for  homeless  people — 55  housing 
units  plus  assorted  buildings  on  a  5- 
acre  site  near  Haleiwa  on  the  island  of 
Oahu.  The  land  was  donated  by  Cas- 
tle &  Cooke  and  the  Bishop  estate. 


f  Thomas 

I  Monaghan 
of  Domino's  Pizza 
Selling 

his  playthings 
so  he  can  lead 
the  simple  life. 


In  May  the  state  opened  the  Wein- 
berg Haleiwa  Village — which  was 
quickly  criticized  by  the  Honolulu 
Advertiser.  The  paper  complained 
that  the  village's  240-square-foot 
housing  units  (about  the  size  of  a 
double  garage)  cost  about  $32,500 
apiece.  That's  $135  per  square  foot, 
about  double  the  hard  building  cost 
(excluding  basic  Rirnishings)  for 
which  one  of  the  state's  leading  com- 
mercial home  builders  puts  up 
houses. 

As  it  turns  out,  the  paper's  criticism 
was  way  off  base.  Mits  Shito,  execu- 
tive director  of  Hawaii's  state  housing 
authority,  says  the  Weinberg  Village's 
units,  over  half  of  which  are  meant  for 
families,  are  hardly  luxurious.  They 
have  toilets,  showers  and  rudimentary' 
kitchens,  and  cost  only  about 
$17,500  apiece  to  build.  The  rest  of 
the  money  went  to  infrastructure — 
paved  roads,  electricity',  sewers,  laun- 
dry rooms,  administration  buildings, 
courtyards  with  hibachis  and  picnic 
tables,  and  a  parking  lot. 

"We  are  tr\dng  to  get  the  homeless 
off  the  beach  so  they  can  adapt  and 


develop  the  upward  mobilit)'  to  get 
out  of  the  village,"  Shito  says.  Indeed, 
while  the  state  is  pa\'ing  S3 50  a  month 
per  family  for  the  village's  operation, 
each  family  also  must  pay  S350  a 
month  in  rent.  -Thomas  Jaffe 

The  Taipei  connection 

The  Chinese  love  speculating  in 
stocks.  Taiwanese  li\ing  in  New  York 
Cit)'  can  get  their  Taipei  Stock  Market 
fix  in  a  suite  on  the  third  floor  of  a 
small  building  in  Flushing,  Queens, 
just  down  the  street  from  the  local 
subway  stop. 

That's  where  Formosa  &  i\merica 
Information,  Inc.  has  set  up  shop. 
Formosa  &  America  Information,  as 
the  name  suggests,  nms  a  satellite-fed 
ticker  that  covers  the  entire  Taipei 
market  operation  live.  In  New  York 
the  ser\'ice  runs  from  9  p.m.  to  mid- 
night, Sunday  through  Thursday, 
plus  two  hours  on  Friday.  The  firm 
runs  a  second  parlor  in  Monterey 
Park,  Calif,  home  to  another  big 
Taiwanese  commimit)". 

Patrons  pay  a  SI 00  monthly  mem- 
bership fee.  When  a  Forres  reporter 
visited  the  Flushing  parlor  one  rainy 
Sunday  night  to  catch  the  Monday 
morning  action  in  laipci,  a  couple  of 
investors  were  glued  to  ten  dificrent 
screens  showing  industn."  indexes, 
trading  \i)lume  and,  o(  course,  the 
latest  share  prices. 

For  an  extra  SI 00  a  month,  the 
ci>mpany  supplies  software  that  en- 
ables customers  to  receixc  the  ser\ice 
on  their  home  computers,  via  mo- 
dem. But  so  far  the  software  is  in 
Chinese  only. 

For  now  the  Taipei  market  is  not 
open  to  direct  investment  by  forcign- 
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ers.  So  to  buy  or  sell,  punters  must  call 
a  broker  in  Taipei.  New  York  manager 
Bobby  Choy  says  the  Taiwanese  call 
home  frequently  to  ask  how  their 
stocks  are  doing.  "Our  service,"  he 
says,  "saves  them  some  money." 

-Joel  Millman 

The  Renaissance  man? 

Alan  Dershowitz,  the  publicity- 
hungry  Harvard  Law  School  profes- 
sor, is  always  grabbing  headlines 
somehow.  But  Dershowitz  also  will 
gladly  tout  his  lesser-known  efforts, 
such  as  his  writing  for  tiny  (under  $10 
million  in  sales)  publisher  Gryphon 
Editions,  part  of  Kohlberg  Kravis 
Roberts'  K-III  Communications. 

For  just  $500  a  pop,  Dershowitz 
writes  the  prefaces  to  a  series  of  vol- 
umes that  make  up  Gryphon's  Nota- 
ble Trials  Library,  sold  exclusively  by 
direct  mail  to  lawyers.  So-called  col- 
lector's items — they  sell  for  $34.50 
apiece — the  books  are  mosdy  just 
photographic  reproductions  of  the 
original  transcripts  of  famous  trials. 

Dershowitz  brings  home  one  of  the 

transcripts  for  a  weekend  read  about 

once  a  month  and  then  dashes  off  his 

intro.  So  far  he  has  written  prefaces  for 

'  about  20  famous  trials,  from  Galileo's 

*  to  Aaron  Burr's. 

For  instance,  there's  Dershowitz's 
analysis  of  the  1792  trial  of  the  Boun- 
ty mutineers.  "Charles  Laughton  may 
be  a  villain  in  the  movie,"  he  says, 
"but  Captain  Bligh  doesn't  come  off 
badly  once  you  read  the  transcript." 

Alas,  will  film  criticism  be  next  on 
Dershowitz's  list.'  -T.J.  Hi 


Professor  Alan  Dershowitz 
Captain  Bligh's  new  champion, 
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Management 

Recruiters. 

No  excuses,  no  alibis. 

Just  maximum 

recruiting 

performance. 


It": 


y^ 


Performance,  r)Ot'  promise^,  from  the  largest 
recruiting  firjrn  ih'the  Avorld.  Our  contingency  fee 

stricture  assures  your  satisfaction.  Look  in  the 
^-'   y  white  pages  for  the  office  nearest  you.  ^ 


MANAGEMENT 
RECRUITERS' 
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The  Annual 
Oxford  Summit 

SEPTEMBER  16-19,  1992 


We  invite  you  to  our  ninth  annual  International  Business  Outlook 
Conference  —  a  unique  opportunity  to  review  the  business  climate  of  a 
world  in  turmoil. 

The  closing  banquet  at  Blenheim  Palace  will  be  addressed  by 
The  Honorable  Dick  Cheney,  US  Secretary  of  Defense. 

For  full  conference  details,  please  contact  the  Conference  Office, 

International  Herald  Tribune,  63  Long  Acre,  London  WC2E  9JH. 

Tel:  (44  71 )  836  4802.  Fax:  (44  71 )  836  071 7. 


I{cral6««ift»Snbunt 


Tin  dotal  Kmiqpct 


OXFX)Rl) 
ANAI.YTICA 

DrjwiBg  on  lh«  tcboUrthJp  of  Ovford  and 
o4hrf  major  umvefvMes  fhroughoul  the  worfd 
lo  provMie  bu*m^M  and  govermwcnt  te«derb 
wMi  t'tmtiy  analv«ii  o#  worfd  I 


BUNHEIM  BAh^QOn  CO-SPONSORED  lY  CISSON,  DUNN  &  CtUTOtfR 


KtAUtKS  SAY 


Don't  buy 
life  insurance 
until  you  call 
1-800-552-3553. 

There's  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  High  Immediate  Cash  \alue 

•  Tlw-deferred  Interest 

•  Full  Cost  Disclosure 

•  Direct-to-Consumer  Service 

liarron's,  The  Wall  Street  Journal, 
Money,  and  others  say  it's  important 
to  know  about  Low-Load  Universal  Life 
from  Ameritas  Life,  a  105-year-old 
mutual  company. 

Call  today  for  your 
free  personal  proposal. 

VERIl?^ 


Nol 
Available  In 

NY  m..  ix: 


An  Ammlas  (kmifkitiy 


1-800-888-9896 

Call 

FORBKvS  SUBSCRIBER 

SERVICE 

1(1  Cii.VMgc  Vour  Address  Or 

Order  A  Now  Subscription 

(Allow  4  6  weeks  lor  Adiiress  (!hange. 

Please  quote  siibscrilx-r  number  on  address  label 

ot  iiiajia/ine.) 

or  ... 

mail  this  coiipDii 
with  eiirreiit  address  label. 


Name 


New  Address . 
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Zip 


JA9X41 


NEW  SUBSCRIPTION 


LJ  1  Year  (27  issues)  SS2 
n  3  Years  (81  issues)  SUH 
In  Canada,  1  \eai  S'>0  C'an, 
Internaiional.  .\M  Sf>"  to  l'  S  annual  rate. 
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GEO  compensation 

Sir:  Rc  "Put  them  at  risk!"  (May  25). 
The  Executive  Committee,  an  orga- 
nization assisting  ci-.os  of  small  to 
midsize  businesses  (91%  privately 
held),  found  that  77%  of  our  c;ho 
members  connect  all  or  part  of  their 
compensation  packages  to  their  com- 
panies' performance.  It's  time  that 
message  trickled  up  to  the  country's 
largest,  publicly  held  firms. 

Bill.  Wll.I.I.AMS 

c:hc) 

I'hr  Executive  Committee 
Snu  Diejjo,  Calif. 

Sir:  I  ha\e  no  tiuarrel  whatever  with 
the  earnings,  however  high,  of  ath- 
letes, entertainers  or  risk-taking  en- 
trepreneurs. Rut  ( I'Os  of  public  cor- 
porations are  not  risking  their  person- 
al wealth  and,  for  the  most  part,  have 
not  created  the  enterprise  for  which 
they  work.  Stock  options  which  can 
garner  a  cko  profits  of  as  much  as  $70 
million  in  a  single  year  are  unconscio- 
nable: They  are  not  truly  earned. 
K.\i.  Hi-NRY  Hhc  Hi 
Eort  Lauderdale,  Fla. 


Trial  lawyer 
Joe  Jamail 
Clients  get 
a  maximum 
return. 


Sir:  1  am  repeatedly  struck  by  the 
"lawyer  bashing"  in  which  Forbks 
engages.  Why  is  it  that  Joseph  Jamail 
is  described  as  a  ''corporate  ambu 
lance  chaser"?  Joe  Jamail  is  well  paid 
for  what  he  does  and  his  fortunate 
clients  are  the  beneficiaries.  No  doubt 
the\  receixed  tar  more  for  their  "in- 
\estinent"  than  did  the  shareln)lders 
of  11. J.  Heinz. 
-SiT'ARr  A.  Kritzkr 
Denver,  (\)lo. 


Investing  in  Israel 

Sir:  It  was  the  \er\'  idea  ot  economic 
independence  that  led  Israel's  first 
prime  minister,  David  Ben-Gurion, 


to  launch  a  securities  program  in 
1951  ("Can  Israel  go  it  alone?"  May 
11).  Last  year  investments  soared  to 
$990  million.  Therefore,  nearly  half 
the  $2  billion  attributed  in  the  accom- 
panying chart  to  fiinds  from  other 
governments  and  charities  in  fact 
came  from  investors  in  North  Ameri- 
ca, Europe  and  Latin  America,  who 
purchased  Israel's  securities. 
-Ambassador  Mhir  Rosenne 
President  and  Chief  Executive 

Officer 
State  of  Israel  Bonds 
Development  Corp.  for  Israel 
New  York,  N.T. 

Sir:  Despite  our  socialist  past,  the 
State  of  Israel  is  totally  committed  to  a 
free  market  economy,  as  we've  dem- 
onstrated by  privatizing  companies 
across  the  industrial  spectrum,  liberal- 
izing currency  controls  and  encour- 
aging foreign  investment. 
-Shi.omo  Harel 
Head  of  the  Israel  Economic  Mission 

to  North  America 
New  York,  N.T. 

Affirmative  action 

Sir:  Frederick  Lynch's  uncaring  and 
callous  attitude  ("Spiral  of  silence," 
May  25)  is  not  helping  anyone.  He  is 
attacking  an  approach  that  will  help 
people  who  need  help.  He  is  offering 
no  alternative  solutions.  If  business 
would  invest  more  in  "minority" 
Americans  there  would  be  jobs  for 
ever\one. 
-Jason  O.  Glenn 
Detroit,  Mich. 

Sir:  Artirmative  action  dc^s  not  "ad- 
vantage" protected  groups;  rather,  it 
attempts  to  remove  the  historical  dis- 
crimination anainst  women  and  mi- 
tH>rities.  One  does  not  suddenly  be- 
come "advantaged"  by  having  dis- 
criminatit>n  eliminated. 
-ArI  ENE  BAITISHILL 
Mt.  Pleasant,  Mich. 

Better  reviews 

Sir:  You  say  o\  Smith  &  Wollensky 
(Fact  and  Comment,  May  25),  "there 
are  better  places  than  this."  Our  wine 
list  has  repeatedly  w«.>n  the  Grand 
Awaal  for  Ix'ing  one  of  the  best  ^^^nc 
lists  in  the  w orld;  we  have  Ixcn  called 

Forbes  ■  June  22,  1992 


aingi 


u 


by     Gourmet    NYC's     quintessential 
steakhouse;  and  the  New  York  Times 
said,  "If  you  want  to  get  into  Smith  & 
Woilensky,  you  are  going  to  have  to 
bring  the  Chicago  Bears  linebacker 
with  you."  We  must  be  doing  some- 
thing right. 
-Alan  N.  Stillman 
New  York  Restaurant  Group,  Inc. 
New  York,  N.Y. 

McDonnell  Douglas 

Sir:  Shareholders'  equity-  at  the  end  of 
1991  was  $3.9  billion;  not  $288  mil- 
lion, as  stated  ("Dwindling  hopes," 
June  8).  The  figure  of  $4.3  billion 
properly  refers  to  our  total  corporate 
debt,  not  just  long-term  debt.  Total 
debt  for  our  aerospace  businesses  was 
$2.4  billion  at  the  end  of  1991. 
-Michael  I.  Burch 
Vice  President,  Public  Relations 
McDonnell  Douglas 
St.  Louis,  Mo. 

Model  banker 

Sir:  Two  years  ago  my  home  mort- 
gage was  sold  by  Bank  of  New  En- 
gland to  U.S.  Bancorp.  I  was  con- 
cerned about  service  from  this  mort- 
gage company  3,000  miles  away.  In 
"tact,  service  from  Oregon  over  the 
phone  was  better  than  from  BNE 
across  the  street.  Whatever  Mr. 
Breezley  [CHO  of  U.S.  Bancorp]  does 
should  be  bottled  and  sold  every- 
where ("No  chest- beater,"  May  11). 

L  -Terhnch  a.  McCarthy 

i    Partner 

A^new,  Carter,  McCarthy,  Inc. 
Boston,  Mass. 

L  Trading  places 

'  Sir:  Re  "I  got  tired  of  forcing  myself 
to  go  to  the  oftlce"  (May  25).  You 
mention  that  we  developed  a  product 
which  converts  a  notebook  computer 
into  a  pen  convertible,  while  at  Wang 
Laboratories.  In  actuality  the  product 
we  developed  for  Wang  was  a  com- 
plete pen-based  computer  with  voice 
capabilit)^  The  pen  convertible  was 
developed  while  we  worked  at  Arthur 
Dent  Associates. 
-Pat  Martin 
President 

Arthur  Dent  Associates,  Inc. 
Tewksbury,  Mass. 
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Geographique. 
Around  the  world  in   24   hours. 


The   world 
has   never 
before   seen   a 
watch   quite 

LIKE     THE 

mechanical 
Geographique: 
fashioned   in 

18     K     GOLD,     IT 
AUTOMATICALLY 
SHOWS     THE 
LOCAL     TIME 
AND     DATE     AS 
WELL     AS     THE 
TIME     IN     EVERY 
OTHER     ZONE 
AROUND     THE 
WORLD.         A 
MASTERPIECE     OF 
SUCH  DISTINCTION. 
WHICH     ALSO 
FEATURES     A 
POWER    RESERVE 
INDICATOR. 
COULD     ONLY 
COME     FROM 
THE     CRAFTSMEN 

OF   Jaecer- 
LeCoultre,  the 
watchmaker 
with  150  years 
of   tradition. 


SIMPLY     SET    THE     TIME 
ZONE     DISC    TO    SEE 
LOCAL    TIME.    DAY 
OR    NIGHT.    ANYWHERE 
IN     THE     WORLD. 


^aeger-leCoultr^ 


DE    BOULLE.    5550    PRESTON    RD..    DALLAS.   TX    (214)   522-2400    •    JENSEN    & 

STERN,    351    LEADVILLE    AVE.    N..    KETCHUM.    ID      (20S)   726-2361    •    MORGAN 

&    CO..    1131    GLENDON.    LOS   ANGELES.    CA    (310)    208-3377    •    FACETS. 

RADISSON    PLAZA   VII.    MINNEAPOLIS.    MN   (612)    375-0554    •    ADLERS.    722 

CANAL    ST..    NEW   ORLEANS.    LA   (504)    523-5292    •    TRADITIONAL    JEWELERS. 

FASHION    ISLAND.    NEWPORT    BEACH.    CA    (714)    721-9010    •    O.C.    TANNER.    20 

E.    SOUTH    TEMPLE    ST..    SALT    LAKE    CITY.    UT   (801)    453-7490    •    SHAPUR.    245 

POST   ST..    SAN    FRANCISCO.    CA   (415)    392-1200    •    CARROLL  S    FINE    JEWELRY. 

1427   4TH.   AVE..   SEATTLE.   WA  (206)   622-9191 


FOR   FURTHER   INFORMATION  AND  A  COLOR   CATALOG.   PLEASE   CONTACT    JAEGER- LECOULTRE 
AT    l-aOO-JLC-TIME    OR    P.O.    BOX    I60e.    WINCHESTER.    VA    2260I 


Canon  introduces  the  CJIO 
color  copier,  printer,  scanner. 


Now  the  power  of  color  is  yours. 


With  the  CJIO  on  your  desk  top,  you  can  make 
remarkably  high-quaHty  full-color  copies  and 
overhead  transparencies. 

in  fact,  CJIO  copies  have  virtually  the  same  picture-like 
clarity  and  crisp,  black  text  as  copies  made  by  Canon  s 
renowned  Color  Laser  Copiers.  And,  with  a  simple  option, 
the  CJIO  connects  to  your  computer  so  you  can 
scan  and  print  in  high-quality  color  too. 


r  '    p 

COLOR  BUBBLE-JET  COPIER    Wfm 


The  complete  CJIO  desktop  full-color  system  lets  you 
create  such  effective  color  documents  that  it  could  be  the 
most  powerful  business  tool  ever  put  on  a  desk  top. 

Its  easy  to  use,  easy  to  maintain,  and  priced  so  that 
its  easy  to  afford.  With  a  CJ 10,  the  power  to  improve 
your  image  is  finally  within  your  reach. 

For  more  information,  simply 
call  1-800-OK-CANON. 


Canon 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


'I 


WE  CANT  TAKE  A  POWDER 


The  U.S.  always  pays  a  bitter  price  when  it  turns  its  back 
on  the  world.  Our  post-World  War  I  isolationism  helped 
make  possible  the  Second  World  War.  Our  turn  inward 
during  the  1970s  created  a  vacuum  filled  by  forces  hostile 
to  our  values — genocide  in  Cambodia,  famine  in  Ethio- 
pia, fiindamentalism  in  Iran,  Cubans  in  Angola,  commu- 
nist takeover  in  Nicaragua,  intensified  Mideast  terrorism 
and  the  Soviet  invasion  of  Afghanistan. 

We  are  learning  that  lesson  again. 

Our  ineffective  response  to  last  fall's  Haitian  coup  has 
led  to  a  massive  exodus  of  refugees.  We  are  now  in  the 
hideous  role  of  returning  thousands  of  these  people  to 
Haiti  to  face  certain  punishment  and  even  death.  If  we 
had  responded  to  the  overthrow  with  an  immediate,  total 
embargo,  the  new  regime  would  have  toppled  quickly. 
Our  half  measures  let  it  dig  in. 

The  Yugoslav  bloodbath  could  have  been  avoided  if 
^ve  had  bluntly  told  Serbian  dictator  Slobodan  Milose- 
vic that  he  would  be  severely  punished  if  he  persisted  in 
attacking  neighboring  states.  Instead,  we  literally  let 
him  get  away  with  murder.  He  is  now  "ethnically 
cleansing"  his  conquered  territories  of  Muslims  and 
other  "undesirables." 


His  unpunished  barbarism  and  aggression  set  an  awfiil 
precedent.  They  will  incite  other  ethnic  conflicts  in  East- 
ern Europe  and  the  former  Soviet  Union.  Groups  will  be 
tempted,  a  la  the  Serbs,  to  settle  scores  through  violence 
and  military  intervention. 

Only  in  recent  days  has  the  U.S.  shaken  off  its  lethargy, 
proposing  sanctions. 

What  should  we  do?  Impose  a  total  blockade  on  Serbia. 
In  addition  to  prohibiting  air  traffic,  fi-eezing  assets  and 
cutting  off  oil,  we  should  threaten  to  unleash  cruise 
missiles  against  Serbia's  armed  forces  just  as  we  did  in  Iraq. 

Overreaction?  Not  at  all.  Look  at  what's  already  hap- 
pening elsewhere. 

For  domestic  reasons,  Turkey  is  being  pressured  to  help 
its  Muslim  brothers  over  the  disputed  territor\'  between 
Armenia  and  Azerbaijan.  The  U.S.  will  be  under  consider- 
able pressure  to  prevent  this  from  escalating  into  a  regional 
war.  Hungan'  and  Romania  are  still  at  loggerheads  over 
Transylvania.  Russia  and  Ukraine  could  conceivably  find 
themselves  at  crossed  sword  points  over  the  Crimea. 

U.S.  passivit)'  breeds  bloodshed  and  intolerance.  We 
can't  ignore  that  what  affects  others  all  too  often,  ulti- 
mately, affects  us. 


DAN  QUAYLE 


is  getting  knocks  over  his  knocking  of  Murphy  Brown's 
single  motherhood  and  also  for  renting  a  house  he  owns 
to  an  unmarried  couple.  Don't  let  this  hoopla  divert  you 
from  the  extraordinarily  important  points  he  is  now 
forcefiiUy  making. 

Too  bad  the  media  pundits  haven't  bothered  to  read 
that  Murphy  Brown  speech.  It  succinctly  summarizes 
basic  causes  for  our  malignant  inner  cities  and  what  must 
be  done  to  enable  people  there  to 
climb  out  of  these  seemingly  hope- 
less, drug-ridden  quagmires. 

The  basic  cause  of  our  inner-cit)'  rot 
is  "a  povert)'  of  values,  directly  related 
to  the  breakdown  of  family  structure, 
personal  responsibility  and  social  or- 
der in  too  many  areas  of  societ\'.  For 
the  poor  the  situation  is  compounded 
by  a  welfare  ethos  that  impedes  indi- 
vidual efforts  to  move  ahead.  Unless 
we  change  the  basic  rules  of  societ)'  in     They  need  both  parents, 


our  inner  cities,  we  cannot  expect  anything  else  to  change.'* 
Over  70%  of  the  children  born  in  our  urban  ghettos 

are  illegitimate.  Violent  crime  and  drug  addiction  are 

rapidly  rising. 

Quayle  proposes  a  series  of  measures  similar  to  those 

advocated  by  HUD  Secretar\'  Jack  Kemp: 
■  Create  enterprise  zones  and  include  a  zero  capital 

gains  tax  to  spur  economic  development  in  inner  cities. 

■  Finable  public  housing  dwellers 
both  to  manage  their  buildings  and 
to  buy  their  apartments. 

■  Give  parents  "the  same  choices 
about  how  and  where  to  educate 
their  children  that  rich  people  have." 

■  Change  welfare  rules  that  penal- 
ize marriage  and  that  punish  those 
who  save  money. 

■  Strictly  enforce  payments  of 
child  support. 

■  Encourage    more    policing    by 
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foot  patrols  rather  than  by  vehicles.  These  patrols  enor- 
mously improve  a  neighborhood's  quality  of  life. 

Most  Americans  know  Quayle  is  right  when  he  says, 
"When  families  fail,  society  fails.  Children  need  love 
and  discipline.  They  need  mothers  and  fathers.  A 
welfare  check  isn't  a  husband.  The  state  isn't  a  father.  I 
know  it  isn't  fashionable  to  talk  about  moral  values,  but 


we  need  to  do  it." 

The  Vice  President  has  done  more  than  talk  about 
values.  He  has  outlined  an  agenda  that  will  help  fuel 
their  revival. 

We'll  see  how  long  and  hard  the  White  House  pushes 
these  proposals  and  if  Congress  can  rise  above  its  usual 
election-year  posturing  to  enact  them. 


WHO'DATHUNKIT! 


Last  month  we  began  our  celebration  of  Forbes'  75th 
Anniversary  with  a  reception  and  a  showing  of  our  docu- 
mentary. Happily  Ever  After?  The  20th  Century  Stru0£iles 
for  Democracy,  at  New  York  City's  Radio  City  Music  Hall. 
The  magazine  was  founded  the  same  year  as  the  Russian 
Revolution.  It  thus  seemed  fitting  that 
we  should  have  as  our  honored  guests 
Ronald  Reagan  and  Mikhail  Gorba- 
chev, the  leaders  most  responsible  for 
ending  the  Cold  War.  It  must  give 
B.C.  Forbes,  my  grandfather  and 
Forbes'  founder,  immense  satisfac- 
tion that  the  Capitalist  Tool  oudived 
Lenin's  monstrous  creation. 

Reagan  and  Gorbachev  are  the  great 
men  of  our  age.  No  individual  other 
than  Gorbachev  could  have  set  in 
motion  the  changes  that  have  taken 
place  in  the  former  Soviet  Union  and  done  so  with  so  litde 
bloodshed  in  a  country  that  has  had  a  history  of  so  much. 

Nor  could  the  extraordinary  events  of  recent  years  have 
happened  if  Reagan  had  not  been  in  the  White  House. 
He  first  made  America  strong,  both  at  home  and  over- 
seas. Then  he  had  the  vision  to  respond  positively  to  the 


amazing  upheavals  taking  place  with  our  adversan,'.  Rea- 
gan was  not  a  prisoner  of  the  past;  he  always  has  had  his 
eye  focused  on  the  fiiture. 

This  night,  each  paid  tribute  to  the  role  that  the  other 
had  played.  They  also  displayed  their  senses  of  humor. 
Quipped  Reagan,  "I  can  remember 
my  excitement  as  a  6-year-old  when 
that  pony  express  man  brought  me  a 
subscription  offer  for  the  first  edition 
of  Forbes.  I  think  he  may  have  been 
Ed  McMahon's  grandfather."  Gor- 
bachev humorously  obserxed,  "Steve 
Forbes  has  already  been  able  to  exploit 
me,  to  use  me  during  this  evening. 
Before  the  festivities  he  asked  me  to 
give  an  interview  to  his  magazine." 

We  will  be  showing  our  film,  which 
is  wonderfully  narrated  by  Walter 
Cronkite,  Charlton  Heston  and  Barbara  Walters,  in  other 
cities.  It  seems  particularly  timely.  We  are  now  realizing 
that  while  communism  has  lost,  democraq/  hasn't  won. 
The  U.S.  cannot  impose  democraq'  on  other  countries, 
but  as  the  history'  of  this  centur\'  demonstrates,  we  can  do 
much  to  help  create  an  environment  where  it  can  flourish. 


A  FABULOUS  SIGHT 


The  Tall  Ships  are  coming  back  to  New  York  on  the 
Fourth  of  July  to  mark  the  500th  anniversary  of  Colum- 
bus' discovery  of  the  New  World.  If  you  have  never  seen 
these  magnificent  vessels,  do  so.  They  move  the  spirit  as 
few  other  things  can.  The  Tall  Ships  were  the  highlight  of 
our  Bicentennial  celebration  in  1976  and  the  reopening 
of  the  Statue  of  Liberty  in  1986.  There  will  be  more  of 
them  this  time  than  on  those  other  two  occasions.  It's 
well  worth  the  effort  to  eyewitness  what  will  be  an 
inspiring  parade  up  the  Hudson  River. 


Embrace  the  Serpent — by  Marilyn  T.  Quayle 
T.  Northcott  (Crown  Publishers,  Inc.,  $20). 
fast-paced,    well-written    adventure-mystery 
won't  stop  reading  once  you  start.   Castro 
drops  dead  and  complicated  intrigue  begins  as 
to  who  will  replace  him.  The  good-guy  demo- 
cratic David  faces  a  Goliath  backed  by  a  secret- 
ly hostile  to-the  U.S.  Russia,  international  drug 
dealers,  Mideast  fundamentalist  fanatics  cum 
terrorists,  an  influential,  philandering,  politi- 
cally correct  Washin/fton  /'creditor  \xnd  a  mis 
guided  U.S.  senator.  Lots  of  action  and  ten 
sion.  A  good  summer  read. 
Excerpt:  "Thejfirls  baked  cookies  as  a  surprise; 


Gripping, 
that    vou 


SAVING  CUBA 

&  Nancv  you  promised  you  'd  be  home  touijjht  for  sure. "  Suddcfily  she 
felt  immeasurably  tired.  ""Qiiit  canyinn  on, "  Evans  said, 
unaware  of  his  wife's  despair,  her  sudden  realization  that 
he'd  never  intended  to  come  home.  '"There's 
nothinjj  I  can  do  about  it.  Til  eat  the  cookies 
tomorrow  nijiht — if  you  haven't  eaten  them  all 
yourself.  I  have  tojjo  now. "  Evans  hun/i  up. 

What  had  happened  to  them? she  wondered.  A 
shudder  ra  eked  her  body.  She  threwberbands  to  her 
face,  tryinji  to  force  the  hifrt  hack  in.  He  was 
probably  with  .uimeone  else.  I  'nbidden,  the  inuige 
of'Constance  We.itlake  loomed  before  her,  the  hi^e 
red  mouth  launhinji,  crttcL,  ^audy  laujjhter. 
About  her.  About  the  joke  of  her  marrunfle.      ^ 
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Anyone 
Who  Flies 
On  Business 
As  Much 
As  You  Do 
Deserves 
A  Medallion. 

When  you  spend  as  much 
time  in  the  air  as  you  do 
i  n  your  office,  we  think  you 
should  be  rewarded. 
On  Deha,  it's  our 
Medallion  Level. 
Besides  giving  our  most 
frequent  of  flyers  the  special 
recognition  they  deserve,     ' 
Medallion  Level  offers 
upgrades  for  just  2,500 
frequent  flyer  miles.* 
Substantially-  reduced 
mileage  awards.  And,  even 
better,  you  can  use  them 
whenever  you  want.* 
To  find  out  more  about  our 
Medallion  Level,  see  your 
Travel  Agent.  Or  call  Delta  at 
1-800-323-2323. 
And  discover  how  rewarding 
business  travel  can  really  be. 


ALEUA 

V\^LoveTdF}yAndbShows: 


•2,500  mile  upgrades  are  one-class  and  apply  for  travel  within  North  Airierica.  t  Award  travel  not  subject  to  blackout  periods.  Seats  may  be  limited.  Medallion  Level  benefits  are  available 
to  qualified  travelers  the  calendar  year  following  completion  of  the"  40,000  base  mileage  requirement.   ©  1992  Delta  Air  Lines,  Inc. 
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Higher  order  technology 

considers  the  destination  first, 

then  the  pathway. 


When  we  first  started  designing  jet 
airliners,  the  goal  was  to  fly  higher, 
farther,  faster  The  central  question  about 
technology  was.  What  can  we  do? 
Today  it's,  What  should  we  do? 

Answering  the  question  requires 
what  Boeing  engineers  have  called  a 
"higher  order  technology"  It  empha- 
sizes human  experience,  wisdom  and 
judgment  to  select  the  best  answers 
from  a  broad  range  of  technologies. 

Essentially  higher  order  technology 
is  knowing  which  technical  possi- 
bilities to  choose,  as  well  as  when, 
where  and  how 

One  way  to  get  through  the  maze  is 
to  view  it  through  the  customer's  eyes. 
Truly  understanding  customer  needs 
involves  careful  listening,  followed 
by  pursuit  of  discrete  technologies 
to  deliver  needed  benefits  at  an 
affordable  price.  A  simple  concept, 
but  a  rigorous  challenge. 

We're  meeting  it  directly  in  designing 
our  new  777  Every  item  of  new 
technology  chosen  for  the  airplane 
must  make  it  safer  more  efficient,  or 
deliver  greater  customer  satisfaction 
in  some  other  clearly  definable  way 

In  this  high-tech  era,  we  think  that's 
good  news.  The  777  design  process 
is  a  reminder  that  the  ultimate  tech- 
nology is  based  on  sound  judgment, 
the  power  of  the  huniiin  mind,  and 
people  working  together 

For  a  copy  of  "Higher  Order  Technology: 
Adding  Value  ToAnAirplcvie.'urite  to 
Corporate  Communications.  H.O.T.  PO.  Box 
S707,  MS.  10-06,  Seattle  WA  98124-2207. 


Other  Comments 


Tricks  of  the  Trade 

Here  is  one  of  the  tricks  of  the  fore- 
casting trade:  "If  the  retail  sales  report 
supports  my  forecast,  then  it  is  very 
good  data.  If  it  doesn't  support  my 
view,  then  it  is  bound  to  be  revised  next 
month  in  my  favor."  This  statement 
can  be  tailored  for  use  with  any  eco- 
nomic indicator.  Believe  it  or  not, 
economists  are  very  biased  people. 
They  tend  to  believe  numbers  that 
support  their  oudook,  and  to  question 
statistics  that  suggest  they  are  wrong. 
-Dr.  Edward  Yardeni, 
Chief  Economist,  C.J.  Lawrence 

Banking  on  Altruism 

After  two  banks  in  [Maine]  closed 
last  year,  a  6 1 -year-old  woman  who 
has  adopted  Maine  as  her  home  de- 
cided to  do  something  to  reverse  that 
trend.  She  opened  a  bank:  the  Maine 
Bank  &  Trust  Company. 

With  a  fortune  estimated  at  $100 
million,  Elizabeth  B.  Noyce  can  afford 
to  fijrnish  the  capital  for  a  bank.  Mrs. 
Noyce,  who  holds  90%  of  the  stock  in 
the  bank,  said  she  was  not  concerned 
about  making  a  profit.  Nor  did  she 
want  to  be  involved  in  the  bank's  daily 
operations.  "The  fact  is  I  have  dispos- 
able income,"  she  said.  "I  want  the 
bank  to  be  successful.  But  the  truth  is  I 
don't  have  to  worr^'  about  decent 


returns  on  my  investment.  "I've  al- 
ways believed  you  do  good  by  doing 
well.  In  the  past,  most  of  my  charitable 
gifts  were  to  institutions  that  benefit- 
ed myself,  my  quality'  of  life.  But  I've 
become  more  altruistic  with  age." 
-New  York  Times 

The  Politics  of  Hollywood 

Compelled  TO  compromise  constant- 
ly in  the  making  of  films,  Hollwood 
figures  tend  to  veer  toward  the  other 
extreme  and  become  purists  in  poli- 
tics, as  a  sort  of  psychic  compensa- 
tion; people  in  the  industry'  have  al- 
ways looked  to  politics  as  an  arena 
that  allows  them  to  demonstrate  that 
they  really  have  deep  convictions 
about  something,  even  if  their  artistic 
choices  don't  display  them. 
-Nicholas  Lemann, 
The  New  Republic 

How  to  Make  a  Quick  Buck 

A  SOCIETY'  may  have  gotten  along  with 
a  homegrown  currency,  but  with  the 
conferring  of  independence  new 
countries  invariably  want  something 
that  can  more  easily  be  slipped  to  a 
customs  inspector  or  a  maitre  d'.  No 
more  than  a  few  dozen  countries  actu- 
ally print  their  own  currencies.  The 
rest — about  130  countries — have  to 
find  someone  to  do  the  printing. 
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A  handfijl  of  companies  exist  to  do 
just  that.  Several  dozen  artisans  do  all 
the  engraving,  a  few  mills  supply  all 
the  paper,  one  Swiss  company  sup- 
plies most  of  the  ink,  and  the  printing 
is  usually  done  on  intaglio  presses 
built  by  another  Swiss  company. 

The  procedures  are  surprisingly 
simple.  The  new countr)' provides  a  list 
of  the  denominations  it  needs  and 
pictures  of  the  strange  animals  and 
arcane  luminaries  that  are  to  grace  the 
bills.  It  pays  the  company  up  front  with 
some  kind  of  real  money.  A  few 
months  later  the  countr\'  is  in  busi- 
ness, its  cities  awash  in  banknotes. 
-CuLLEN  Murphy,  Atlantic  Monthly 


Money  is  like  an  arm  or  a 
leg;  use  it  or  lose  it. 

-Henry  Ford 
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Buttered  Up 


'We're  offering  twenty  million  plus  incentives  over  a  four-year 
period,  Mrs.  Morton.  Can  Timmy  come  out  and  play?" 


It  ALL  BEG.\N  with  "Real  Butter." 
Starting  in  Los  Angeles  in  1982,  it 
oozed  across  the  country-  to  a  Cineplex 
Odeon  theater  near  you.  At  the  end  of 
1989,  Cineplex  quietly  switched  to  a 
butter  substitute,  and  in  1991  began 
charging — 10c,  20c,  30c  a  squirt. 

Having  rcfigured  "topping"  as  a 
revenue-producing  stream,  the  front 
office  began  setting  goals  for  each 
theater.  "Fm  training  kids  to  fool 
their  friends  and  neighbors,"  says  [a 
manager].  "Money  is  made  from 
customer  inattention,  not  indifl'cr- 
ence."  When  the  server  asks,  "Would 
you  like  extra  topping.-"  patrons  ^n 
swering  yes  may  not  realize  thcy'rci 
heading  lor  a  double  w  hammy  at  the 
cash  register.  A  no  means  they'll  get 
tapped  once.  Managers  who  tail  to 
meet  topping  sales  quotas  have 
found  their  jobs  on  the  line. 

A     Cineplex      spokesman      pro 
nounced  the  topping  charge  a  faire 
system.  "Hctbre,  you  might  be  pay 
ing  for  something  you  didn't  get.' 
Like  paving  the  same  tor  hamburgen 
and    cheeseburgers."    Right     Or    ^ 
Plymouth  and  a  Porsche. 
-Ellhn  Ci>HN,  Premiere  ■ 
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Forget  Biotechnology. 
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Panasonic  Announces 
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Real  Breakthrough  On 
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A  Cellular  Level 


while  some  researchers  struggle  to  under- 
stand the  celiulor  basis  of  life,  the  engineers  at 
\  Panasonic  have  made  a  major  breokthrough 
regarding  the  celiulor  basis  of  speech.  It's  the 
Ponosonic  V.I.P.  or  Very  Intelligent  Phone. 

But  before  you're  dazzled  by  its  brain  power, 
you'll  be  awed  by  its  size  -  or  more  occurately, 
lock  of  it.  Because  the  V.I.P  is  the  cellular  flip  phone 
thot  measures  a  mere  1 1/1 6"  thick,  and  weighs 
just  9.4  ounces  with  hotter/.  Yet  it  offers  55  min- 
utes of  talktime  and  1 1  hours  standby. 

What's  more,  the  V.I.P.  is  on  astounding  para- 
dox: though  smoll,  it  has  the  largest  LCD  screen  of 
any  cellular  phone  -  a  magnificently  legible  4-line 
display.  And  you'll  need  it  becouse  of  all  the  infor- 
mation the  V.I.P.  delivers.  Its  special  memory  feo- 
tures  include  200  Alphanumeric  memories,  lost 
number  memory,  memory  mop,  word  list  and  much 
more.  In  short,  the  Ponosonic  V.I.P.  is  for  more 
than  an  incredibly  thin  cellular  phone-it's  a  celiulor 
(ommunicotions  tool.  It's  the  phone  that  everyone 
dreamed  of,  but  no  one  dreamed  possible. 


for  your  nearest  dealer,  coll  1  -800-441 -PANA. 
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Derivalivos  mav  ltH)k  ( onfus>in«!;  on  the  surlaro.  but  thoir  muicrlyin^  logic  ijj  ooinjH^llinj:  aiul 
rloar.  At  J. I*  Morj^an  wo  prt^sont  all  the  altcruativos  to  holp  our  clients  elumse  the  et>urs**  thatV 
best  lor  them. 


Exploring  the  uses  of  derivatives 
should  be  satisfying,  not  mystifying. 


Derivatives  don't  make  risk  disappear,  but  they  do  make  it  possible  to 
exchange  a  risk  you'd  rather  not  take  for  one  you're  more  willing  to 
accept.  Options,  swaps,  and  other  derivatives  are  simple  in  essence,  but 
since  they're  so  versatile,  evaluating  their  various  uses  can  be  complex. 
That's  especially  true  with  newer  derivatives  linked  to  commodity  and 
equity  indices.  But  it's  not  our  style  to  magnify  complexity.  Our  success 
has  always  been  based  on  helping  clients  think  through  every  situation 
fully  and  clearly.  Then  we  draw  on  the  technical  resources  of  our  global 
network  to  design  the  specific  tactic  that  fits  your  particular  strategy.  By 
taking  the  mystery  out  of  derivatives,  we  make  it  easier  to  take  advantage 
of  these  important  financial  tools.  It's  a  key  reason  we've  become  a  leader 
in  the  full  range  of  risk  management  products. 


JPMorgan 


er  80%  of  the  most 
prominent  figures  in  banking 
count  on  our  computer  solutions. 


Throughout  the  world,  bankers 
who  speak  dollars  and  bankers  who 
speak  yen  and  bankers  who  speak 
pounds,  pesos,  Deutsche  marks,  and 
francs,  all  speak  to  Unisys  for  answers 
to  their  mission-critical  needs. 

Forty-one  of  the  world's  50 
largest  banks  rely  on  Unisys  informa- 
tion systems.  And  half  the  world's 
checks-40  billion  annually-are  pro- 
cessed on  Unisys  computers.  But  the 
buck  hardly  stops  there. 

Over  3,000  financial  institu- 
tions depend  on  our  systems  for 
funds  transfer.  We've  put  our  banking 
customers  a  year  ahead  of  the  com- 
petition in  check  imaging  solutions. 
We  offer  unequaled  capability  in  the 
revenue-generating  area  of  branch 
automation.  And  we  rank  first  in 
customer  satisfaction  surveys  of  mar- 
kets as  demanding  as  Japan. 

So  it's  hardly  surprising  that 
ten  of  Japan's  top  ten  banks,  ten  of 
Europe's  top  ten,  nine  of  America's 


BANQUE  NAnONAl 

millI 


top  ten,  seven  of  twelve  U.S.  Federal 
Reserve  banks,  and  60,000  other 
distinguished  customers  recognize 

UNISYS 

We  make  it  happen. 


Unisys  as  a  world  leader  in  missior 
critical  information  systems. 

A  few  more  prominent  figures 
1-800-448-1424,  ext.  170.  Ask  how  vw 
can  put  the  advanced  technolog>-  am 
dedicated  people  of  Unisys  to  work  oi 
vour  account. 


©11*92  Uni!i>'s  Corporation 
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Gommentairy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


A  MODEST 

.\S  UT  GET  CIX)SER  to  the  election,  the  attraction  of  a 
balanced  budget  constitutional  amendment  becomes 
stronger  and  stronger  for  candidates  unable  to  answer  the 
question  of  why  the  deficit  always  exceeds  estimates  and 
always  increases. 

It  is  likely  Congress  will  finally  approve  some  kind  of 
balanced  budget  amendment  before  it  adjourns,  and  the 
long  process  of  ratification  requiring  38  states'  approval 
will  begin.  The  critical  question  is:  WTiat  kind  of  bal- 
anced budget  amendment?  An  amendment  ha\ing  little 
more  substance  than  its  title  could  indeed  be  the  "cruel 
hoax"  that  the  director  of  the  Congressional  Budget 
Office  termed  it. 

Most  congressional  leaders  oppose  an  effective  bal- 
^ced  budget  amendment  for  the  ver\-  reason  that 
others  believe  it  necessar\-:  For  such  an  amendment  to 
be  effective,  it  must  require  deep  reductions  in  expen- 
ditures, and  that  will  mean  cuts  in  many  programs  that 
arc  congressional  favorites.  Another  more  academic 
argument  against  balanced  budget  amendments  is  that 
Congress  is  perfecdy  able  to  balance  the  budget  now . 
This  is  indeed  technically  true,  but  it  is  also  pure 
nonsense  to  assume  that  Congress,  left  to  itself,  will 
e\cr  take  actions  that  will  make  substantial  reductions 
in  our  deficit. 

Few  seem  to  realize  that  between  them.  Presidents 
Reagan  and  Bush  have  submitted  to  Congress  1 1  budgets 
that  would  have  substantially  reduced  the  deficit.  But  for 
each  of  those  1 1  years.  Congress  refused  to  accept  the 
presidential  recommendations  that  would  have  achieved 
deficit  reductions. 

Now  the  deficit,  as  it  approaches  S400  billion,  is  so 
large  that  it  will  take  many  more  years  of  reduced  expen- 
ditures to  bring  the  budget  into  balance.  But  if,  as  is  now 
being  suggested  in  some  "balanced  budget  amend- 
ments," various  exemptions  and  loopholes  are  enacted, 
ver>'  litde  will  be  accomplished. 

Steve  Forbes'  column  in  our  June  8th  issue  pointed  out 
many  of  the  problems  associated  with  exemptions  for 
favorite  programs  and  the  ambiguities  already  being  in- 
corp>orated  into  some  of  those  amendments.  .\nd  if  mea- 
sures such  as  requiring  a  three -fourths  or  higher  majorit\' 


PROPOSAL 

in  both  Houses  to  raise  taxes  are  not  included,  then  we 
will  discover  that  we  can  balance  the  budget,  but  at 
ridiculously  high  levels  of  expenditures  ami  taxes.  In  any 
event,  creative  estimates  of  revenue  and  expenditures 
would  always  allow  evasion. 

In  the  final  analysis,  the  question  really  comes  down  to 
w  hether  a  majority'  of  Congress,  year  after  year,  will  be 
willing  to  cut  back  expenditures  that  they  love  to  create. 
At  the  moment,  the  answer  clearly  seems  to  be  no. 

The  Proposal 

There  remains,  however,  another  change  that  could 
actually  accomplish  deficit  reduction  and  eventual  bal- 
ance if  the  people  want  that  badly  enough  to  elect  a 
President  w  ho  is  pledged  to  achieve  it. 

The  solution  is  to  give  the  President  the  authority'  to 
submit  to  Congress  a  budget  that  takes  effect  immediate- 
ly. Congress  could  then  debate  this  budget  to  its  heart's 
content,  and  could,  with  a  two-thirds  majority'  in  each 
House,  delete,  modif\'  or  (more  likely)  add  to  the  presi- 
dential budget.  These  congressional  changes  in  turn 
could  be  vetoed  by  the  President,  and  the  normal  two- 
thirds  majority  vote  in  each  House  would  be  required  to 
override  his  veto. 

This  change  (which  is  similar  to  budget  procedures  in 
Great  Britain's  House  of  Commons)  would  give  only  one 
additional  pow  er  to  the  President:  to  have  his  budget  take 
effect  from  the  moment  it  reaches  C^ongrcss.  Given  the 
rocky  road  to  enactment  of  a  budget  under  our  present 
procedures,  the  ine\itable  compromises  and  the  various 
pressures  on  members  of  Congress  to  vote  for  increases 
supponed  by  strong  lobbies  that  make  equally  strong 
campaign  contributions,  this  proposal  seems  to  be  the 
only  way  to  secure  adoption  of  a  budget  on  time,  one  that 
would  require  ver\'  strong  bipartisan  supp<irt  before  any 
changes  were  made. 

The  most  persuasive  arguments  in  favor  of  this  change 
are  that  the  prcxcdure  we  now  have  always  produces 
higher  deficits;  presidential  budgets  that  would  have 
secured  deficit  reduction  have  been  ignored  for  over  1 1 
years;  and  a  change  gixing  this  authorits  to  the  President 
could  enable  us  to  reduce  deficits  now.  ^ 
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The  Buick  Regal  Gran  Sport. 

A  car  as  rewarding  on  pavement 

as  it  is  on  paper. 


Buick  Regal  Gran  Sport 

Lexus  ES  300 

Engine 

3.8-litre  V6 

3.0-litre  V6 

Transmission 

4-speed  automatic  (std) 

4-speed  automatic  (std) 

Touring  Suspension 

4-wiieel  independent 

4-wheel  independent 

Brakes 

Anti-loci<  disc 

Anti-lock  disc 

Wheels 

16"  aluminum  alloy 

15"  aluminum  alloy 

EPA  Est.  MPG 

18  city/28  hwy 

17  city/23  hwy 

M.S.R.P.* 

$21,240 

$26,150 

•Manufacturer's  suggested  retail  pricf 

including  dealer  prep.  Destination  charge,  tax,  license  and  options  additional.  Levels  of  equipment  vary,     ey 
©1992  CM  Corp  All  rights  reserved.  Regal  is  a  registered  trademark  of  GM  Corp.  Buckle  up.  America!     ~~ 

To  see  the  engineering  advantages  of 
a  Regal  Gran  Sport,  take  it  for  a  test 
drive.  To  see  its  financial  advantage, 
just  compare  Regal  to  the  competition. 


Obviously,  when  it  comes  to  giving  you 
value,  Regal  Gran  Sport  is  a  very  good 
sport.  For  more  information  on  Regal. 

please  call  l-80{M23-6787. 


BUICK 

The  New  Synilx)!  For  Quality 
In  America. 
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Who  says  Americans  are  undertaxed? 


According  to  several  recent  media  reports, 
Americans  tax  themselves  less  than  Frenchmen, 
Germans,  Japanese,  Englishmen  and  people 
of  other  industrialized  countries  tax  themselves. 
The  basis  for  these  reports  is  the  Paris-based 
Organisation  for  Economic  Cooperation  &  De- 
velopment, whose  economists  say  that  the  tax 
take  in  the  U.S.  is  only  around  30%  of  the  total 
economy.  By  contrast,  the  average  for  all  24 
OFCD  countries  is  38%;  for  the  European  Com- 
munity countries  the  average  is  40%. 

Who  said  undertaxed? 

Percent  of  GNP 

50%         ^ 

■  Private  medical  spending 
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Sources:  Advisory  Commission  on  Intergovernmental  Relations-, 
Health  Care  Financing  Review 


Are  Americans  really  so  undertaxed.'  Hard- 
ly. Make  just  one  key  adjustment — to  reflect 
medical  costs  more  accurately — and  it  soon 
becomes  apparent  that  the  U.S.  is  effectively 
spending  about  the  same  share  of  its  economy 
on  public  services  as  our  ohc;d  friends. 

In  most  developed  countries  90%  or  more 
of  medical  costs  are  borne  by  the  government 
and  paid  out  of  tax  revenues.  But  in  the  U.S. 
the  government  paid  43%  of  medical  costs  in 
1991,  through  Medicare  and  Medicaid.  The 
rest  of  the  cost  in  the  U.S.  is  carried  by  private- 
sector  employers  and  by  individuals,  and  is 
absent  from  international  tax  comparisons. 

Currently  the  private  sector's  medical  bill 
comes  to  7.5%  of  the  total  U.S.  economy.  Add 
that  to  total  federal,  state  and  local  tax  re- 
ceipts, as  in  the  chart,  and  it  is  clear  that  the  U.S. 
devotes  as  much  of  the  total  economy  to  pub- 
he-type  goods  and  services  as  most  other  coun- 
tries spend.  (Add  amounts  spent  by  Americans 
on  private  schooling,  and  probably  the  U.S.  pays 
a  bigger  slice  of  gnp  for  public  goods  than 
other  rich  nations  do.  College  is  "free,"  i.e., 
paid  out  of  tax  revenues,  in  most  oecd  coun- 
tries, but  in  the  U.S.  the  private  sector  pays  over 
half  the  cost  of  higher  education.) 

When  private  medical  spending  is  added  to  the  U.S.' 
visible  tax  burden,  Americans  devote  as  large  a  portion 
of  their  economic  output  to  public-type  goods  and 
services  as  people  in  most  other  developed  countries. 


Watch  out  for  o£f-the-books  mandates 


Other  corrections  can  be  made  to  the 
OECD  numbers,  which  include  all  direct  and 
indirect  taxes  (income,  sales,  property,  wealth, 
financial  transactions  and  so  on),  plus  social 
security  taxes  paid  directly  to  government. 

For  a  start,  these  tax  numbers  refer  only  to 
receipts.  In  the  U.S.  there  is  the  additional  bur- 
den of  the  government's  overspending  (the 
budget  deficit),  which  this  year  amounts  to  5% 
of  the  total  economy.  Moreover,  congress- 
men and  state  and  local  governments  have 
learned  how  to  spend  money  without  raising 
taxes,  through  what  are  called  mandated  bene- 
fits. Here  politicians  decide  it  would  be  nice  to 
vote  for,  say,  parental  leave,  so  they  pass  a  law 
requiring  employers  to  pay,  off  budget.  It's  a 
hidden  tax. 

If  Congress  and  the  states  agree  to  a  federal 
balanced  budget  amendment,  then  expect  many 
more  things  to  be  mandated  off  the  federal 
books.  Likely  at  the  top  of  Congr«::ss'  new  man- 
date list  would  be  a  requirement  that  all  em- 


ployers pay  for  health  care. 

Something  else  is  happening,  to  taxes 
around  the  world.  The  end  of  most  exchange 
controls,  the  rapid  growth  in  trade  and  in 
cross-border  investment  are  starting  to  lead  to  a 
convergence  in  tax  rates.  This  is  most  clearly 
seen  in  a  steady  reduction  of  the  top  personal 
and  corporate  income  tax  rates  in  countries 
where  they  have  been  ver\'  high. 

For  U.S.  policymakers,  the  message  is  clear. 
The  often  cited  margin  between  the  U.S.  and 
"international"  levels  of  tax  doesn't  really  ex- 
ist. And  in  many  cases — notably  Social  Security 
pensions — U.S.  citizens  get  a  much  worse  deal 
than  citizens  of  other  countries,  especially  those 
like  Britain  and  Switzerland,  which  mandate 
that  employers  also  give  generous  retirement 
benefits. 

Besides,  while  taxes  may  be  inevitable,  who, 
apart  from  those  who  favor  more  and  bigger 
government,  ever  said  that  more  taxes  are 
either  necessary  or  good  for  you.'  ^U 
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b  INUtA 


BY  TIMOTHY  DODMAN 


The  Forbes  Index  (i967=ioo) 

210 

Current  191.0* 

200  Previous  190.1 

Percent  change         0.5% 

190 


*PrelJminary 

78  '80  '82  '84  '86  '88  '90 


The  economy  is  doing  better  than  we  thought.  The  first  of 
two  scheduled  revisions  by  the  Commerce  Department  in 
the  gross  domestic  product  puts  annualized  growth  in  the 
first  quarter  at  2.4%,  as  opposed  to  the  original  estimate  of 
2%.  Personal  spending  climbed,  net  of  inflation,  at  a  5.4% 
annual  rate  in  the  first  quarter.  The  second  quarter  seems 
to  have  gotten  off  to  a  good  start.  Manufacturers'  new 
orders  in  April  rose  1.4%.  A  high  installment  credit 
number  (to  be  reported  June  5)  could  put  the  Forbes 
Index  for  April  at  its  highest  level  since  November  1990. 


'92 
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other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.5% 

Auto  sales  year  to  date  vs  1 991 ' 

Ward's  Automotive 

2.4% 

Index  of  leading  indicators  Mar  vs  Feb 

Dept  of  (Commerce 

0.2% 
-$68l>il 

Trade  balance  12  months  ended  Mar  1992 

Oept  of  (Commerce 
Dept  of  Latxx 

All-commodity  producer  price  index  Apr  vs  Mar' 

0.2% 

GDP  1st  quarter  vs  4th — annualized  growth 
M2  (3-month  change) — annualized  growth' 

Dept  of  Commerce 
Federal  Reserve 

2.4% 
2.7% 

'  U.S. -based  manufacturers,  excludes  imports,  as  of  5/20/92.  ^Wholesale  goods. '  Includes  Ml             1 

(public  currency  and  checkmg  deposits)  plus  savings  accounts  and  money  market  funds.                       1 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements;  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Services     •    Total  index 


Inventories      •    New  orders 


155 


145 


135 


270 


125 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Oept  of  Labor) 


90 


Manufacturers'  new  orders  and  inventories 

(Ibillions),  seasonally  adjusted  (Dept  of  Commerce) 


111 


109 


107 


125 
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2920 


2850 


2780 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Resen/e) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


2710 


Personal  income  ($biiiions)  tage  and  satay 

distHitsements.  seasonal^  }'---'-^  '^-  ■' ''— 


J 


550 


475 


400 


325 


160 


155 


150 


740 


New  unemployment  claims  average  lur  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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145 


riff 


M     1 


Retail  sales  ($biiiions), 

seasonally  adjusted  (Dept  of  Commerce) 
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David  Potter,  CEO 
Source,  Inc. 


T 

■  rS  BEEN  OVER  10  years. 

H    But  I  remember  clearly  when 
Jkyou  could  get  all  your  telephone 
equipment  support  from  a  single  company 
Whatever  else  it  was,  it  sure  was  secure. 

But  in  the  90's,  the  manufacturers  are 
falling  all  over  each  other  to  get  out  of 
the  product  support  business.  Their  hot 
button  is  selling  new  equipment. 

So  who  do  you  call? 

Meet  your  new  phone  company:  SOURCE. 
And  welcome  back  the  security  of  added-value 
product  support. 

The  security  of  fast  parts  replacement.   All 

makes,  all  models  from  SOURCE'S  huge 
computer-tracked  inventory  of  over  25,000 
different  units. 

The  security  of  SOURCE  quality.  Millions 
invested  in  lab  facilities  and  technical  staff 


mySOURCE 

Should  be 
a  Name  that 
RingsaBeir 
withioa 


Call  today  for  vim  tree  cap\'  of 
How  to  Save  the  Phones  in  the  90's. 

1'800'624*6348 


back  our  industry's  strongest 
warranty. 

The  security  of  SOURCE 
professionals.  On  hand  24  hours  to 
keep  your  system  up. 

All  that,  plus  Source's  objectivity 
that  comes  with  being  an  independent. 

It's  no  wonder  that  big  volume  telecom 
departments  and  service  companies  rely 
on  Source  inventory  and  barcoding  to 
save  on  warehousing  costs. 

Why  is  Source  doubling  in  size  every  three 
years?  Because  we  remember.  We  remember 
who  we're  in  business  to  serve. 


SO,  NOW  WE  CAN  all  forget  about  Ma.  Just 
■^ou  remember  there's  only  one  SOURCE.  For  all 
the  bells  and  whistles. 


Save  the  Phones! 


N 


Its  no  different 

than  your 

office  back 

in  Chicago. 

You  have 


a  win 


indow, 


a  phone, 

adeskanc 

a  computer  with  a 

25MHz,  486SX 

microprocessor, 

120  MB  hard  drive 

and  TFT  color. 

Actually, 
maybe  this  office 
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At  the  country's  busiest  and  most  strategically 
important  airport,  American  Airlines  and  United  are 
slugging  it  out,  with  United  holding  its  big  lead. 

The  battle 
of  O'Hare 


By  Gary  Slutsker 

If  American  Airijnes'  hard-driving, 
chain  smoking  chairman,  Robert 
Crandall,  were  given  two  wishes,  they 
would  be:  1 )  an  end  to  airline  price 
wars  tliat  often  result  in  selling  air 
travel  for  less  than  it  costs  to  produce; 
and  2)  more  landing  slots  in  C'hicago. 

As  long  as  bankrupt  airlines  like 
IWA  and  (continental  still  fly,  Oandall 
probably  won't  get  his  first  wish. 

And  the  second  wish?  He's  making 
progress  there,  but  it's  slow. 

('hicago's  O'Hare  airport  is  by  far 
the  world's  busiest,  but  United,  not 
American,  is  the  dominant  carrier 
there.  American's  share  at  O'Hare  last 
year  was  34%,  up  four  points  from 
1988,  while  United's  share  of  the 
O'Hare  market  was  down  nearly 
three  points.  But  United  remained 
way  ahead,  accounting  for  48%  of  all 
the  traffic  at  O'Hare— 51%  if  you 
count  newly  acc]uired  Air  Wisconsin. 

Slots  are  the  key  to  Oandall's  O' 
i  lare    problem.    (Slots,   or   tradable 
takeoff  and  landing  rights,  limit  air 
traffic   at   four  congested   airports.) 
Llnited  has  817  slots  at  O'Hare  to 
American's  578.  This  despite  a  buy 
ing  spree  by  American.  Since  1988 
(-randall  has  spent  $75  million  buy 
ing  O'Hare  slots  from  Hranifl,  East- 
ern and  others. 

Rut  United  has  not  been  idle,  l.ed 
by  Stephen  Wolf,  less  abrasixe  than 
C'randall  but  no  less  fierce  a  competi 
tor.  United  in  early  June  got  lAVA's 
bankruptcy  judge  to  set  up  an  auction 
for  40  O'Hare  slots  American 
thought  it  had  a  deal  to  buy  for  a  v$5()() 
million  zero  coupon  note. 

l^arlier  this  year,  in  lanuar)',  Llnited 
bought  Air  Wisconsin,  an  otherwise 


unimportant  puddle  jumper  that 
owned  50  slots  at  O'Hare,  for  $80 
million.  Oandall  cjuickly  filed  suit  to 
block  the  deal,  claiming  that  with  all 
50  Air  Wisconsin  slots.  United  would 
lock  up  O'Hare  and  be  virtually  en- 
sured of  dominating  the  lucrative 
(Chicago  market  for  years  to  come. 
"Since  airlines  operate  on  very  thin 
profit  margins,"  testified  Crandall  in 
the  suit,  "the  practical  effect  of  a  large 
revenue  disadvantage  is  to  condemn 
us  to  long-term  unprofitability." 

In  May  American  agreed  to  settle 
its  action  against  United  for  the  right 


to  buy  12  of  Air  Wisconsin's  slots  for 
$32  million.  The  deal  has  yet  to  close. 

American's  planners  have  come  up 
with  a  theory  to  explain  the  impor- 
tance of  slots.  The  theorv'  expands  on 
the  so-called  S-cur\'e  idea,  which  says 
the  airline  with  the  most  flights  be- 
tween two  cities  will  get  a  dispropor- 
tionate share  of  the  total  business 
between  them.  Says  Donald  Carty, 
executive  vice  president  of  .wiR, 
American  Airlines'  parent:  "Wc 
found  the  dominant  carrier  at  50  U.S. 
airports,  no  matter  what  their  quality 
or  perceived  ser\ice,  always  got  the 
dominant  share." 

Kach  flight  added  to  a  hub  opera- 
tion geometrically  increases  the  num- 
ber of  city-pairs  served,  thus  attract- 
ing more  incremental  traffic.  The  way 
the  math  works,  a  hub  with  5  planes, 
say,  can  serve  35  city-pairs  while  6 
planes  operating  through  the  same 
hub  can  serxe  48  pairs. 

Incremental  traffic  is  important. 
Filling  one  or  two  more  seats  on  a 
hub-bound  flight  can  sometimes 
mean  the  difference  between  making 
money  and  losing  it  on  that  flight. 

Now  American  can  land  and  take 
off  in  a  connecting  sequence  at  O'- 
Hare no  more  than  38  flights  per 
hour,  while  United  can  handle  45.  To 
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Ainericcin's  Crandall  (top); 
United's  Wolf;  and  jets  taxiing 
at  Chicago's  O'Hare 
Frequency  counts, 
not  quality. 
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-educe  this  gap,  Crandall  last  year 
icrsuaded  the  F.VA  to  allow  the  con- 
ersion  of  up  to  25%  of  a  commuter 
jarrier's  slots  to  cover  jets  with  up  to 
110  seats.  Ha\ing  spent  SI 00  million 
to  buy  a  couple  of  commuter  lines  in 
the  late  1980s,  American  could  now 
convert  some  of  its  slots  to  jets,  gain- 
ing 70  jet  slots.  To  exploit  the  new 
slots,  American  is  switching  from  46- 
seat  turboprops  to  95 -seat  Fokker 
100  jets,  and  putting  them  on  routes 
to  places  like  Sioux  Falls,  S.D.  and 
Fargo,  N.D.,  which  never  before  had 
jet  access  to  O'Hare. 

Meanwhile,  in  1990  United's  Wolf 
won  the  Chicago-Tokyo  route  au- 
thority', over  Crandairs  strenuous  ob- 
jections. Now  United  is  running 
neck-and-neck  with  Northwest  for 
the  number  one  position  among  air- 
lines flying  the  Pacific. 

Bob  Crandall  has  his  fingers 
crossed  that  the  F.\.\  will  e\entually 
permit  commuter  airline  slots  to  be 
fijlly  converted  into  general-purpose 
slots.  If  that  happens,  the  slot  score 
will  be  United  923,  American  871 
(not  counting  T\v.\'s  40  slots).  With 
this  kind  of  improved  arithmetic,  he 
N\'ould  hope  to  close  that  gaping  O'- 
Hare  gap.  But,  of  course,  United's 
Wolf  won't  be  sitting  still.  ^ 


Marc  Rich,  the  fugitive  commodities  trader, 
has  found  a  new  way  to  make  big  money: 
shortchange  the  desperate  Russians. 

How  Rich 


got  nch 


By  Paul  Klebnikov 

AL\RC  Rich,  the  57-year-old  com- 
modities trader,  near- billionaire  and 
fijgitive  from  U.S.  justice,  lives  in 
luxur\-  in  Zug,  Switzerland  and 
thrives  on  the  misfortunes  of  others. 
''When  there  was  an  embargo  on 
South  Afiica,  Rich  pro\ided  them 
with  oil,  and  they  paid  handsomeh  for 
that,"  says  Dieter  Boettcher,  director 
of  a  London-based  metals- trading 
subsidian-  of  Metallgesellschaft  A.G.: 
''Now  that  the  embargo  is  being  lift- 
ed, the  margins  are  slimmer." 

Latin  America?  "Twent\'  years  ago 
Larin  .American  countries  like  Chile 
and  \'enezuela  were  ver\'  much  trad- 
ers' country',"  says  Jonathan  Plans- 
Mills,  a  director  of  British  conglomer- 
ate Lonrho,  Pic.  "But  now  they'\e 
become  more  sophisticated,  dealing 
directiv  with  clients  and  suppliers." 

The  Middle  East?  "The  days  ofwild 
commodit)'  trading,  of  the  incredible 
deals  when  you  could  use  your  fiiend- 
ship  with  some  prince  in  the  Middle 
East  to  get  oil  at  S4  a  barrel,  are  long 
gone,"  says  Sveinung  Medaas,  head 
of  the  Moscow  office  of  Salomon 
Inc.'s  oil  trading  subsidian-,  Phibro 
Energ)'  Inc. 

But  w  here  there  is  turmoil,  there  is 
opp)ortunit\'  for  slimy  characters  like 
Rich.  His  Swiss-based  firm,  with  an 
estimated  S15  billion  in  trading  vol- 
ume worldwide,  is  doing  a  roaring 
trade  in  the  former  So\iet  L'nion. 
According  to  people  at  Phibro  Energy- 
and  Metallgesellschaft,  the  profit 
margins  on  both  oil  and  aluminum 
trading — Rich's  specialties — in  the 
former  So\iet  Union  are  at  least  two 
or  three  times  average  trading  mar- 
gins in  more  stable  world  markets. 


Rich  has  been  established  in  Mos- 
cow since  the  early  1980s  and  began 
mo\ing  in  big  in  late  1990,  when 
regulations  were  liberalized  and  cen- 
tral authority-  w  as  beginning  to  disin- 
tegrate. Raiding  Phibro  Energ\'  for 
talent.  Rich  has  built  up  one  of  the 
largest  Western  businesses  in  Russia. 
His  Moscow  headquarters  boasts 
some  50  employees  and  excellent  sat- 
ellite communications.  He  has  doz- 
ens of  employees  in  other  cities.  Last 
year  Rich  did  an  estimated  51. 2  bil- 
hon  worth  of  trade  with  the  former 
So\iet  L'nion;  more  than  half  in  alu- 
minum trading,  the  rest  in  oil. 

It  works  like  this:  Rich's  minions 
bring  grain,  sugar,  alumina  ( a  bauxite 
extract  that  is  the  main  component  of 
aluminum )  and  machinen-  to  Russia, 
and  take  in  payment  oil  and  refined 
aluminum  ingot.  By  trading  Cuban 
sugar,  say,  for  Russian  oil.  Rich  has  in 
eft'ect  taken  the  job  of  the  old  commu- 
nist trading  organizations. 

True  to  form.  Rich  is  shortchang- 
ing the  Russians.  Jonathan  Platts- 
Mills  of  Lonrho  says  that  the  Russians 
often  get  ripped  oft"  on  baner  deals 
with  Western  traders:  "We'\e  identi- 
fied a  number  of  deals  where  a  So\ict 
plant  that  sw  app>ed  a  commc>dit\'  and 
asked  for  machiners*  in  return  was 
losing  30%  on  the  trade." 

The  Russians  probabh  know  that 
Rich  is  skinning  them,  but  what 
choice  do  they  have?  "The  major  oil 
companies  are  being  ver\'  cautious," 
says  Platts-Mills.  "But  Rich  is  going 
in  and  sa>ing:  'Do  you  want  some 
money?  I'll  buy  half  a  million  tons, 
now .'  He's  in  an  area  where  the  big 
boys  have  not  yet  gone,  so  he's  get- 
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Fugitive  commodities  trader  Marc  Ricin 
In  chaos,  opportunity. 


ting  a  much  more  open  field  than  he 
would  elsewhere  in  the  world." 

Says  Sveinung  Medaas,  Phibro  En- 
ergy's man  in  Moscow,  and  a  Rich 
competitor:  "[Rich's  traders]  saw  an 
opportunity  in  the  breakdown  of  cen- 
tral authority  in  the  Soviet  Union,  and 
you  get  more  opportunities  when  you 
strike  deals  with  local  authorities,  be- 
cause [you  can  play]  the  local  authori- 
ties off  the  center.  Of  course,  you 
need  a  lot  of  personnel  to  do  that,  but 
hiring  competent  people  is  ver\'  cheap 
in  Russia  right  now." 

Has  Rich  bribed  influential  pols 
and  bureaucrats  in  the  former  So\'iet 
Union?  Probably.  Piotr  Aven,  Rus- 
sia's young  minister  of  foreign  eco- 
nomic relations,  does  not  mention 
Rich  by  name  but  says:  "There  have 
been  several  cases  where  long-term 
contacts  have  led  to  informal,  t)ften 
corrupt  relationships.  Firms  that  have 
long  experience  here  know  how  much 
to  pay  to  whom,  w  hat  kind  t)f  presents 
to  give,  and  then  can  purchase  goods 
at  cheaper  prices  than  it  costs  to  pro- 
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duce  them.  We  have  evidence  against 
several  such  companies." 

Western  metals- trading  experts  say 
that  last  year  Rich  purchased  some 
500,000  tons  of  Russia's  aluminum, 
about  half  of  the  former  Soviet 
Union's  total  exports.  With  Rich  act- 
ing as  middleman,  Russian  producers 
quadrupled  their  exports  of  refined 
aluminum  to  the  West;  exports 
reached  an  estimated  1 . 1  million  tons 
last  year.  Largely  as  a  result  of  all  this 
new  supply,  aluminum  prices  on  the 
London  Metal  Exchange  fell  to  48 
cents  a  pound  last  December,  half 
their  1990  high  of  $1  a  pound. 

All  in  all.  Rich  trades  an  estimated  2 
million  tons  of  ingot  annually  and 
controls  more  than  one-third  the 
world  spot  market  in  aluminum. 

The  resulting  market  power  came 
in  handy  earlier  this  year.  Rich  had 
been  expecting  a  mammoth  supply  of 
Russian  aluminum,  for  which  he  had 
prepaid  with  sugar.  Then,  in  Dccem 
ber,  he  received  word  from  his  agents 
that    Russian    aluminum    producers 
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were  facing  btutlenecks  in  production 
and  transportation.  More  than  SIOC 
million  worth  of  aluminum  would  be 
deliwred  late. 

Shar^t  trader  that  he  is.  Rich  put  thif 
inside  information  to  profitable  use 
He  went  lon«  on  aluminum  fiiturc; 
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Big  real  estate  developers  aren't  the  only  ones 
searching  for  new  equity  in  a  falling  market.  Now  GPA 
Group  hopes  to  tap  public  investors  for  $1  billion. 

See-through 
airalanes 


on  the  London  Metal  Exchange.  Alu- 
minum's cash  price  on  the  exchange 
quickly  rose  from  48  cents  a  pound 
to  a  recent  60  cents  a  pound.  Rich 
had  himself  an  easy  return  of  at  least 
25%  on  his  contracts  in  just  a  few 
months. 

Elsewhere,  too,  Rich  is  fishing  in 
troubled  Eastern  European  waters. 
0\'er  the  past  year  Rich  has  bought  a 
luxun-  hotel,  the  Athenee,  in  Bucha- 
rest, and  signed  major  trading  agree- 
ments with  Romania  and  Bulgaria. 

If  Russia  is  Rich's  most  profitable 
client  at  the  moment,  he  apparently 
has  not  neglected  other  troubled 
areas.  U.S.  government  officials  are 
looking  into  charges  that  Rich  has 
been  lending  money  to  Saddam  Hus- 
sein's Iraq,  in  return  for  future  deliv- 
eries of  cheap  oil. 

Rich  has  some  problems  closer  to 
home.  A  damaging  confrontation 
with  the  United  Steelworkers  during 
the  19-month  lockout  at  Rich's  Ra- 
venswood  (W.  Va.)  aluminum  plant  is 
only  now  being  resolved.  A  number  of 
his  closest  longtime  associates  are  said 
to  have  retired  or  been  dropped  from 
the  firm.  Among  them:  Pincus  Green, 
R.  Alec  Hackel  and  Willy  Strothotte. 
And  last  year  Rich's  wife,  Denise, 
started  divorce  proceedings. 

Rich  declined  to  talk  to  Forbes, 
saying  we  had  "consistently  written 
.  .  .  hurtfi.illy"  in  the  past  about  the 
fiigitive  tax  evader  and  sharp  dealer. 
He  didn't  intend  that  as  a  compli- 
ment, but  we  take  it  as  one.  Hi 
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By  Rita  Koselka 

GPA  Group  has  been  one  of  the  high- 
est fliers  of  the  aviation  business,  but 
it's  now  running  low  on  money.  To 
refijel  its  balance  sheet,  the  company 
hopes  to  sell  some  80  million  shares, 
around  30%  of  gpa's  equity,  in  the 
company's  first  public  stock  offering. 
Asking  price:  around  $1  billion.  The 
offering  is  set  for  mid-June. 

GPA  Group?  Based  in  Shannon,  Ire- 
land, GPA  is  the  world's  largest  operat- 
ing lessor  of  commercial  airliners.  It 
buys  jediners  in  large  quantities  from 
Boeing,  McDonnell  Douglas,  Airbus 
Industrie  and  other  manufacturers, 
and  then  leases  the  planes  to  airlines. 
It  buys  almost  entirely  on  spec,  with- 
out the  comfort  of  prearranged  leases 
for  the  planes. 

When  GPA  leases  a  plane  to  an 
airline,  it  also  often  sells  the  plane  to 
institutional  investors  (many  in  Ja- 
pan) that  want  to  own  airplanes  and 
enjoy  special  tax  breaks.  Thus  gpa 
makes  money  t^\'o  ways:  by  leasing 
planes  it  owns,  and  by  selling  planes  it 
has  arranged  leases  for. 

Apparently  56-year-old  Tony 
Ryan,  who  started  the  firm  in  1975,  is 
prett\'  good  at  his  complex  job.  Ac- 
cording to  the  stock  offering  prospec- 
tus just  out,  in  its  fiscal  year  ending 
Mar.  31,  1992,  gpa  earned  S224  mil- 
lion— 96  cents  a  share — on  $2  billion 
in  revenues  (the  figures  are  based  on 
U.S.  accounting  rules).  This,  in  one  of 
the  most  vicious  downturns  in  avia- 
tion histor\'. 

The  underwriters,  led  by  Goldman, 
Sachs  and  Merrill  Lynch,  hope  to  get 
between  $10  and  SI 2. 50  for  each  of 
gpa's  shares:  But  look  closely  at  the 
prospectus,  and  only  a  congenital  op- 


timist could  find  this  deal  attractive. 

Like  a  real  estate  developer  whose 
buildings  are  slowly  emprv'ing,  GPA 
has  a  growing  number  of  unleased 
airplanes  on  its  books.  As  of  Mar.  31, 
GPA  had  at  least  74  planes  that  are 
non-revenue-producing  or  on  which 
lease  payments  have  been  deferred, 
out  of  a  fleet  of  409  aircraft.  In  other 
words,  at  least  18%  of  gpa's  fleet  is 
currendy  consuming  capital  yet 
bringing  in  no  revenue. 

GPA  is  bending  over  backward  to 
help  another  troubled  customer, 
America  West.  When  the  airline  went 
into  Chapter  11,  threatening  to  de- 
fault on  lease  payments  on  16  of  gpa's 
aircraft,  GPA  agreed  to  provide  a  S35 
million  debtor-in-possession  loan  to 
allow  America  West  to  keep  current 
on  its  lease  payments,  gpa  accounts 
for  these  planes  as  if  the  payments 
were  not  at  risk.  Meanwhile,  the  com- 
pany's reserve  for  bad  debts  is  just  SI  1 
million. 

In  the  coming  nine  months,  GPA 
has  another  38  planes  coming  off 
lease  and  will  take  deli\'er>-  of  78  new- 
planes.  The  ofl'ering  prospectus  says 
some  of  these  planes  arc  co\crcd  by 
contracts,  but  others  are  covered  by 
nonbinding  letters  of  intent  to  lease. 
The  prospectus  doesn't  specit\'  any 
firm  contracts. 

The  pressure  doesn't  let  up  next 
year,  when  GP.\  must  lease  another 
133  planes. 

With  many  of  the  world's  airlines 
doing  badly  and  a  glut  of  airplanes  in 
the  making — especially  for  the  short- 
haul  Boeing  737s  and  Airbus  320s 
that  make  up  a  large  part  of  tiPA's 
fleet — gpa's    leasing    margins    have 
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GPA  Group 

been  falling,  to  1 3%  in  1992  from  19% 
in  1990.  Unless  the  air  travel  business 
quickly  turns  around,  GPA  will  invari- 
ably have  to  write  leases  with  big 
concessions  if  it  is  to  lease  out  its 
planes.  That  will  mean  locking  in  ver\' 
low  rates,  further  squeezing  leasing 
margins  for  years  to  come. 

During  the  late  1980s  gpa  made 
most  of  its  money  not  through  out- 
right leasing  but  from  buying  air- 
planes wholesale,  leasing  them  out, 
and  then  selling  them  at  a  nice  mark- 
up. Last  year  56%  of  revenues  came 
from  aircraft  sales,  down  from  75%  in 
buoyant  1990  but  still  a  respectable 
showing. 

In  recent  years,  however,  Japanese 
institutions  have  been  big  buyers  of 
gpa's  planes.  Like  buyers  of  real  es- 
tate, leveraged  buyers  of  planes  made 
money  as  plane  values  appreciated 
during  the  late  1980s.  But  nowadays 
Japanese  banks  are  pulling  back,  buy- 
ers have  been  dropping  out  and  air- 
plane values  have  dropped  by  up  to 
20%  during  the  last  two  years. 


Ahead  lie  some  awesome  commit- 
ments. GPA  has  committed  to  pur- 
chasing more  than  300  planes,  which 
will  cost  it  $12  billion  by  2000.  Those 
are  firm  commitments,  backed  by 
cash  deposits.  In  addition,  220  more 
planes  worth  another  $9  billion  are  on 
option,  for  a  total  of  over  500  planes, 
or  about  10%  of  projected  world  air- 
craft production. 

In  theory,  gpa  might  be  able  to 
walk  away  from  its  purchase  commit- 
ments. But  it  would  have  to  forfeit 
around  S800  million  in  purchase  de- 
posits. True,  the  aircraft  manufactur- 
ers have  a  major  interest  in  keeping 
GPA  afloat;  if  push  comes  to  shove, 
they  probably  won't  force  GPA  to 
honor  its  commitments  if  that  would 
push  the  company  into  bankruptcy. 
But  stretching  out  deliveries  also 
means  pushing  gpa's  profits  out  into 
the  fijture,  not  a  pleasant  thought  for 
stockholders. 

Next  year  alone,  GPA  will  be  obli- 
gated to  pay  aircraft  manufacturers 
$2.3  billion  for  aircraft,  and  fijlfill 


GPA  Group  founder  Tony  \<\u]\] 

A  growing  number  of  planes  in  GPA's  fleet  are  not  producing  revenues. 


other  spending  commitments  of  at 
least  S773  million  for  leases  and  debt 
repayment.  Where  will  the  money 
come  from?  GPA  cannot  expect  much 
help  from  the  banks.  With  S4.2  bil- 
lion in  debt,  compared  with  equity 
of  S848  million,  the  company's  debt- 
to-equit}'  ratio  is  5 -to- 1 .  Moody's  has 
already  placed  $1.8  billion  of  GPA 
debt  under  review  for  possible  down- 
grading. 

In  short,  unless  the  public  puts  up 
the  $1  biUion  in  new  equit)'  GPA  is 
looking  for,  the  company  will  likely 
find  itself  in  a  financial  jam. 

Tony  Ryan  has  not  courted  public 
investors  for  gp.a,  but  he  has  placed 
some  chunks  of  gpa's  equit)'  privately, 
with  some  sav\y  investors.  Some  of 
those  imestors  saw  the  jam  coming 
and  have  quietly  cashed  out.  Jacob 
Rothschild,  the  British  financier,  was 
an  early  investor  in  gpa.  Rothschild 
sold  much  of  his  GPA  stock  since  the 
aviation  market  has  tanked.  So  did 
another  value-conscious  British  out- 
fit, Hanson  Pic. 

Last  year  GPA  agreed  to  buy  back 
shares  held  by  General  Electric  Capi- 
tal and  Pacificorp  Financial  Services. 
The  buy  back  price  was  $78  million. 
As  part  of  the  deal,  gecc  and  Pacifi- 
corp also  agreed  to  buy  S4I0  million 
worth  of  aircraft,  fially  one-third  of  the 
$1.1  billion  in  aircraft  sales  GPA  made 
last  year. 

Other  GPA  shareholders  weren't  so 
fortunate.  The  underwriters  have 
made  the  company's  current  share- 
holders agree  to  sell  no  more  than 
about  1 5%  of  their  holdings  in  the 
public  oft'cring  and  keep  their  remain- 
ing shares  for  a  year. 

Ryan  has  said  he  will  not  sell  any  of 
his  18.7  million  GPA  shares.  This  is  not 
a  big  sacrifice.  Ryan  is  receiving  a  $37 
milli(M-i  special  cash  dividend,  in  ex- 
change for  comcrting  his  Class  A 
shares,  which  paid  a  ver\  high  divi- 
dend, to  ordinan  shares.  According 
to  a  source  close  to  gpa,  this  cash 
payment  cc^mes  on  top  of  a  special 
dividend  that  the  source  estimates  at 
close  to  $100  million  that  Rvan  paid 
himsclfin  1990. 

H\.PA  prospers,  Ryan's  stock  will 
make  him  an  extremely  wealthy  man. 
If  the  ct^mpany  crashes — t>r,  more 
likely,  simply  stagnates — he'll  have  to 
settle  tor  being  just  a  \cr)  wealthy 
man.  ^ 


44 


Forbes"  hinc  22,  1992 


Is  proxy  solicitation  about  to  become  the  labor  unions' 
latest  weapon?  An  interesting  case  pitting  the  AFL-CIO 
against  Wal-Mart  Stores  suggests  it  might. 


Proxy 
for  action 


By  Jason  Zweig 


I  U-^/, 


'  In  Aprjl  the  Food  &  Allied  Service 
•  Trades  (fast)  department  of  the 
American  Federation  of  Labor  & 
Congress  of  Industrial  Organizations 
decided  to  put  a  resolution  before  the 
shareholders  of  Wal-Mart  Stores,  Inc. 
at  the  company's  annual  meeting  on 
June  5.  The  resolution:  that  Wal- 
Mart's  directors  should  appoint  a 
committee  to  investigate  whether  the 
company  buys  any  products  manufac- 
tured in  China  with  the  forced  labor 
of  political  and  other  prisoners. 

But  rather  than  try  to  put  its  resolu- 
tion on  the  proxy  materials  Wal-Mart 
was  sending  out  to  shareholders,  the 
union  decided  to  print  its  own  proxies 
and  solicit  Wal-Mart's  shareholders 
directly.  Such  independent  proxy  so- 
licitations can  be  undertaken  by  any 
shareholder  (fast  owns  23  Wal-Mart 
shares)  who  gets  clearance  from  the 
Securities  &  F^xchange  Commission. 

The  SFC  hurdle  out  of  the  way,  the 
union's  lawyers  next  demanded  Wal- 
Mart's  shareholder  list.  Wal-Mart  re- 
fiased  to  deliver  the  list,  and  for  good 
reason.  On  the  list  are  the  names  and 
addresses  of  some  1 71 ,000  Wal-Man 


employees  who  own  stock  in  the  com- 
pany, primarih'  through  its  employee 
stock  ownership  plans.  To  the  chagrin 
of  FAST,  Wal-Mart  is  a  nonunion  com- 
pany. The  Wal-Mart  people  feared  the 
union  would  use  the  shareholder  list 
in  its  organizing  campaigns. 

When  Wal-Mart  rcfijsed  to  hand 
over  the  shareholder  list,  fast  sued  in 
Delaware  Chancery  Court.  Section 
220  of  Delaware's  corporation  law 
states  that  any  shareholder,  upon 
notarized  request,  may  copy  a  com- 
pany's list  of  stockholders  "for  any 
proper  purpose."  The  burden  of 
proof  is  on  the  company  to  show  that 
the  shareholder's  purpose  is  not  prop- 
er— at  best,  a  difficult  feat  of  logic. 

Wal-Mart's  lawyers  tried  their  best. 
They  contended  to  C-hancery  Court 
Judge  William  Allen  that  the  union 
wanted  the  list  for  a  purpose  that  was 
not  "proper":  to  get  the  names  of 
workers  for  a  piotcntial  union  drive. 
But  the  union  cleverly  circumxented 
the  objection.  "To  show  that  that  was 
untrue,"  says  Jeffrey  Fiedler,  secretan,- 
treasurer  of  F.Asr,  "we  told  the  judge, 
'Carve   out   all    those    [employees'] 


names.  Give  us  the  list  of  everyone  but 
employees.'  " 

Nor  was  the  company  able  to  prove 
conclusively  that  the  union  meant  to 
"injure"  Wal-Mart  by  soliciting  the 
proxies.  Chancellor  Allen  even  wrote 
that  the  union's  proposed  investiga- 
tive committee  "might  arguably  be 
said  to  foster  corporate  profit" — per- 
haps by  removing  the  supposed  taint 
of  alleged  forced  labor  ft-om  Wal- 
Mart's  products. 

Allen  went  fiirther.  A  1972  court 
case  held  that  there  must  be  a  strong 
economic  interest  at  the  heart  of  a 
proxy  solicitation,  the  idea  being  to 
minimize  frivolous  solicitations.  But 
in  the  FAST/Wal-Mart  suit,  Allen  as- 
serted that  unhappy  shareholders  can 
solicit  proxies  to  challenge  manage- 
ment on  a  much  wider  array  of  is- 
sues— even  if  they  do  not  directly 
"enhance  the  value  of  the  corpora- 
tion's shares."  (They  need  only  be 
somehow  "consistent  with  manage- 
ment's conception  of  the  corpora- 
tion's long-term  interest.")  Presum- 
ably, shareholders  can  now  challenge 
managements  on  such  noneconomic 
issues  as  abortion  and  education. 

On  May  19  Allen  ordered  Wal- 
Mart  to  turn  over  its  shareholder  list 
to  the  union,  with  the  names  of  all 
employees  removed.  The  union 
promptly  sent  out  proxies  that  ulti- 
mately will  reach  some  14,000  indi- 
viduals and  institutions  holding  80% 
of  Wal-Mart's  shares.  But  the  Walton 
family,  with  its  38%  stake,  could  de- 
cide the  issue.  Turning  the  spotlight 
on  the  family — intentionally  or  not — 
is  another  clever  ploy  by  the  union. 

While  not  unprecedented,  union- 
organized  proxy  solicitations  have 
been  relatively  rare.  But  with  union 
membership  falling,  could  f.ast's  vic- 
tor)' over  Wal-Mart  signal  the  begin- 
ning of  a  trend  in  which  unions — and 
other  special  interest  groups — use 
shareholder  lists  to  harass  and  embar- 
rass managements  and  controlling 
shareholders?  John  Gavin,  president 
and  chief  executive  of  New  York's 
D.F.  King  &  C'o.,  Inc.,  the  big  proxy 
solicitation  firm,  thinks  it's  a  real  pos- 
sibility. Says  Gavin  ofWal  Mart's  fail- 
ure to  stop  v.\s\  from  getting  its  share- 
holder list:  "This  could  be  a  harbinger 
of  more  unions  soliciting  proxies  on 
broad  social  issues  and  labor oriented 
questions."  ^M 
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Desperate  efforts  to  shore  up  a  rotten  capital  structure 
severely  damaged  an  otherwise  sound  business. 

Zale's  woes 


By  Thomas  Bancroft 

For  A  BATTERY  of  high-priced  lawyers 
and  accountants,  it's  shaping  up  as  a 
long  hot  summer  in  Dallas.  They  have 
gathered  there  to  pick  through  the 
bones  of  Zale  Corp.,  the  country's 
largest  retail  jeweler,  which  filed  for 
bankruptcy  protection  early  this  year 
after  missing  a  $50  million  interest 
payment  on  its  $850  million  in  debt. 

So  far,  what  the  creditors  have 
found  hasn't  been  heartening.  The 
people  who  bought  Zale  in  a  1986 
leveraged  buyout  paid  too  much,  put 
in  too  litde  equity  and  apparently 
dissipated  assets  in  a  desperate  effort 
to  shore  up  a  flimsy  capital  structure. 

The  majority  of  Zale's  equity  be- 
longed to  the  Canadian- based  Peo- 
ple's Jewellers — a  $200  million  Cana- 
dian jeweler — and  a  holding  company 
of  Austria's  ultrawealthy  Swarovski 
family,  and  the  owners  were  anxious 
to  avoid  a  default  that  would  erode  or 
even  wipe  out  their  investments.  Peo- 
ple's Jewellers  and  the  Swarovskis  had 
taken  Zale  private  in  a  $650  million 
LBO  in  December  1986.  The  buyers 
put  in  just  $165  million  in  equity,  and 
soon  after  raised  $700  million  in  junk 
bonds  to  replace  some  of  the  bank 
lines,  and  to  pay  dividends. 

Upon  completion  of  the  deal,  Peo- 
ple's Chief  Executive  Irving  Gerstein, 
a  native  of  Toronto,  immediately 
took  the  helm.  At  the  time  the  Dallas- 
based  Zale  had  revenues  of  $1  billion 
from  1,300  stores  massed  from  New 
York  to  Los  Angeles. 

To  raise  cash  and  streamline  the 
company,  Gerstein  sold  Zale's  manu- 
facturing facilities  in  New  York  and 
Puerto  Rico,  liciuidatcd  its  diamond 
inventory  and  slashed  advertising  and 
promotional  spending. 

The  moves  seemed  to  improve 
Zale's  cash  flow.  In  the  fiscal  year 
ended  Mar.  3 1 ,  1988,  earnings  before 
interest  and  taxes  almost  doubled,  to 
$100  million,  even  though  revenues 
declined  slightly. 


Quite  an  impressive  showing.  On 
the  strength  of  it  Gerstein  was  able  to 
borrow  more  money  to  buy  Zale's 
largest  competitor,  Houston -based 
Gordon  Jewelry  Corp.,  for  $435  mil- 
lion, $100  million  of  which  was  equi- 
ty. The  move  boosted  Zale's  annual 
sales  to  nearly  $1.3  billion,  but  also 
raised  its  debt  to  $1  billion. 


Irving  Gerstein 

Behind  Zale's  demise. 


A  company  so  heavily  leveraged  is 
vulnerable  to  recession,  and  the  re- 
cent recession  hit  Zale  especially  hard. 
Gerstein  had  no  choice  but  to  launch 
expensive  discounting  and  ad  promo- 
tions to  move  merchandise. 

As  profit  margins  shrank  and  cash 
dried  up,  Zale  was  in  deep  trouble. 
After  losing  $60  million  in  fiscal 
1991,  and  missing  a  $50  million  in 
terest  payment,  the  company  was 
forced  by  its  creditors  to  file  fi)r  bank 
ruptcy  protection  in  Ianuar>'  1992. 
Lawyers  for  the  creditors  soon  found 
that  those  impressive  numbers  Cicr 


stein  had  produced  earlier  in  the 
buyout  were  not  terribly  solid.  He 
had  bolstered  profits  in  the  three  years 
before  bankruptcy'  by  taking  into 
earnings  over  S42  million  in  reserves 
that  had  been  set  up  at  the  time  of  the 
LBO.  By  changing  the  way  the  compa- 
ny accounted  for  its  inventor)'  in  fiscal 

1990,  Gerstein  raised  operating  earn- 
ings by  at  least  $24  million. 

As  they  pore  over  the  books,  law- 
yers and  accountants  representing  the 
creditors  ask  what  happened  to  some 
of  the  $350  million  Zale  paid  to 
People's  and  Swarovski  from  1987  to 

1991.  While  some  of  the  money 
seems  to  have  gone  to  legitimate  busi- 
ness purposes,  creditors  say  at  least 
$100  million  is  unaccounted  for.  The 
company  denies  any  impropriety',  say- 
ing that  only  $30  million  in  dividends 
went  to  People's  and  Swarovski. 

The  creditors  are  also  angr\'  about  a 
complicated  transaction  dubbed  the 
private  label  credit  card  deal,  in  Au- 
gust 1990,  when  Gerstein  sold  $225 
million  in  receivables  belonging  to 
Zale  Credit  Corp.  for  cash.  The  re- 
ceivables were  supposed  to  be  back- 
ing for  $275  million  in  Zale  Credit 
bonds;  in  their  place  now  is  just  an  lOU 
from  the  busted  parent. 

Even  the  company's  employees  are 
losers.  In  June  1991 — less  than  six 
months  before  the  bankruptcy  peti- 
tion was  filed — Gerstein  sold  $40  mil- 
lion of  Zale  Corp.  preferred  stock  to 
an  employee  stock  ownership  plan. 
To  pay  for  the  stock  the  bvsor  bor- 
rowed the  money  from  Zale.  In  a 
roundabout  transaction,  that  $40 
million  w  as  used  to  pay  oft  a  loan  to 
Zale's  equity  owners. 

And  as  the  various  claimants  haggle 
over  the  remaining  assets,  the  assets 
show  signs  of  deteriorating.  Ihe  com- 
pany needed  nearly  four  months  to 
arrange  S450  million  in  debtor-in- 
possession  financing,  normally  a  rou- 
tine matter.  Partly  because  of  this 
delay,  as  late  as  last  month,  Zale  had 
not  begun  to  buy  inventi>r\-  for  the 
C'hristmas  season,  w  hich  normally  ac- 
counts for  close  to  40%  of  revenues. 

Savs  Don  Zale,  former  chief  execu- 
tive and  son  of  the  founder,  "If  this 
company  diKsn't  start  doing  its 
Christmas  buying  S(H>n,  it  could  be  a 
\ery  tough  season." 

A  gcHxi  business  wrecked  by  rotten 
financinu.  ^ 
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Why  Keep  Up  With  The  Joneses 
When  You  Can  Avoid  Them  Altogether. 


Jeep^  Cherokee  Laredo 


There's  Only  One  Jeep* 
Advantage:  Chrysler  ^ 

ffgS,  Chrysler's  new  Ovmer's  Choice  Protection  Plan  for  1?92  models  includes:  7year/7O.0OO-mile  pnwenrain  protection  or  3year/36.000-mile 

£^  bumpei^to-bumper  warranty.  Your  choice.  And  \Aith  no  deduaible.  See  limited  warranties,  restrictions,  and  details  at  dealer.  Excludes 

^Y,  normal  maintenance,  adjustmenu.  and  wear  items.  For  further  information,  or  how  to  buy  or  lease  one.  call  1-800- JEEP-EAGLE. 

i^-otmm  Jeep  is  a  registered  trademark  of  Chrysler  Corporation.  Buckle  up  for  safety. 
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In  an  effort  to  win  business  from  Nasdaq, 
the  American  Stock  Exchange  has  eased 
its  listing  requirements.  To  little  avail. 

Fight  for  life 


By  Gretchen  Morgenson 

Much  hoopla  attended  the  Mar.  18 
launch  by  the  American  Stock  Ex- 
change of  its  Emerging  Company 
Marketplace.  This  was  to  be  the  vehi- 
cle for  entrepreneurial  growth  com- 
panies to  get  the  exposure  of  an  ex- 
change listing,  exen  though  they  fell 
far  short  of  meeting  the  Amex's  mini- 
mum financial  standards. 

From  1981  to  1991  the 
American  Stock  Exchange 
lost  almost  half  its  market 
share  to  the  NYSE  and  Nasdaq. 
An  obvious  attempt  on 
Amex's  part  to  counter  the 
inroads  into  its  business,  the 
small  stock  effort  has  not  so 
far  yielded  much  success.  The 
22  inaugural  members  of  the 
emerging  list  have  seen  their 
shares  drop  an  average  22%  in 
price  since  their  listing.  The 
Amex  says  it  is  unrealistic  to 
measure  performance  from 
the  listing  date,  because  many 
of  the  stocks  jumped  in  price 
in  anticipation  of  the  listing. 
But  that  is  little  consolation 
to  the  inxestors  who  bought 
the  stocks  when  they  were 
listed. 

Also,  trading  volume  in 
many  of  the  newly  listed 
emerging  stocks  has  shriveled 
to  less  than  half  w  hat  it  was  on 
Nasdaq.  Some,  but  only  some, 
of  that  is  attributable  to  the  lact 
that  cert.iin  trades  of  Nasdaq 
st(Kks  are  counted  nxice. 

One  \eteran  stockbrt)ker 
who  has  studied  the  Amex 
emergers  in  the  past  two 
months  is  Rod  Hadcm,  a  vice 
president  at  Oppenheimer  & 
Co.  in  St.  Louis,  Mo.  Eadem 
says  that  w  hen  he  goes  lo  sell 
a  stock,  the  liquidity  on  the 
Amex  )ust  isn't  there.  'M  felt 


more  confidence  that  I  could  get  out 
of  a  stock  with  35  dealers  there.  Here, 
I'm  afraid  of  selling  a  large  block  of 
stock;  when  the  stock  is  weak,  the 
amount  you  can  sell  at  the  bid  appears 
to  be  lower  on  the  Amex,"  he  says. 

What  kind  of  companies  have  cho- 
sen Amex  emerging  market  status? 


^%J 


Typical  is  Audre  Recognition  Systems, 
a  company  that  is  trxing  to  de\elop  an 
imaging  system  to  con\'ert  maps  and 
drawings  to  computer  information  but 
has  never  had  any  earnings.  It  recendy 
traded  on  the  Amex  at  S4,  which  puts  a 
$120  million  valuation  on  an  outfit 
that  managed  re\enues  of  only 
$670,000  in  its  last  fiscal  year. 

The  Amex,  however,  is  not  about 
to  concede  defeat.  James  Jones,  chair- 
man of  the  American  Stock  Ex- 
change, argues:  "This  market  gives 
small  companies  wider  exposure  and 
an  atmosphere  where  investors  arc 
willing  to  take  the  long  view." 

In  one  respect,  the  Amex  program 
has  been  a  success:  Transaction  costs, 
at  least  for  small  orders  not  large 
enough  to  disturb  bid  and  ask  quotes, 
are  down.  The  emergers'  average 
spread  between  bid  and  asked 
^^~  has  fallen  ft-om  35  cents  over- 
_  the-counter  to  14  cents  on 
the  Amex,  according  to  a 
study  done  by  the  .\mex. 

But  this  ver\'  kind  of  trad- 
ing efticiency  may  prove  to  be 
the  downfall  of  the  program. 
When  a  brokerage  firm  makes 
a  market  in  an  o-t-c  company, 
the  brokerage  stands  to  make 
more  mone\'  from  a  trade 
than  it  does  on  a  listed  stock. 
It  collects  its  usual  commis- 
sion plus  the  spread  berv\een 
the  bid  and  asked  prices.  So 
the  firm  rewards  its  broker 
with  a  taner  share  of  the  com- 
mission dollar  and  encour- 
ages its  research  depanment 
to  attract  attention  to  the 
stock  by  pumping  out  re- 
search reports.  An  exchange 
listing  could  shrink  the  prof 
its  and  dampen  some  i>f  this 
artificial  interest. 

"Once  a  company  begins 
ti>  earn  mt>ncy  and  jx'rtorm  in 
line  with  investors'  cxpecta 
tions,  its  suKk  will  rise,  re- 
gardless of  w  here  it  trades," 
says  Hadem.  In  the  meantime, 
however,  small  sjx'culative 
companies  need  the  s^xinsor 
ship  i>f  market  makers  if  they 
arc  to  attract  in\  estors'  atten- 
tion. In  this  context,  w  hatcv- 
cr  prestige  an  .\mcx  listing 
may  confer  is  dearly 
'  *^  ^       bounht.  H 
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Chock  Full  o'  Nuts  has  disappointed 
investors  for  years,  but  now  some  smart 
stock  pickers  are  buying. 

Chock  fall 
o'  potential 


By  Jason  Zweig 

Enter  Leon  Pordy's  office  and  you'll 
find  yourself  far  removed  from  the 
raucous  husde  and  busde  of  sur- 
rounding midtown  Manhattan.  The 
blinds  are  drawn.  Tropical  fish  drift 
lazily  in  a  4-foot  tank.  Mercifully, 


Pordy  offers  a  cup  of  good  strong 
coffx^e  to  his  guests. 

The  soporific  atmosphere  is  a  bit 
deceptive.  Pordy  is  chairman  of 
Chock  Full  o'  Nuts  Corp.,  a  $270 
million  (revenues)  coffee  producer. 


Chock  Full  o'  Nuts  Chairman  Leon  Pordy 

For  a  change,  the  news  from  the  grocery  stores  isn't  bad. 


and  Chock  Full  o'  Nuts  is  a  company 
with  potential.  It  has  a  venerable 
brand  name,  $26  million  in  cash  and 
strong  cash  flow  (around  $2.60  a 
share).  But  earnings  have  been  erratic 
and  the  stock  sat  out  most  of  the  bull 
market,  meandering  between  SYs  and 
9  and  never  regaining  the  1983  high 
of  19V^.  Recent  price  of  the  compa- 
ny's 9.6  million  shares:  678  each. 

Pordy,  72,  came  to  business  late.  A 
cardiologist,  he  cared  for  Chock's 
founder,  William  Black,  who  died  in 
1982.  Black  asked  Pordy  to  be  a 
director  in  1976.  In  1981  Black  asked 
Pordy  to  run  the  company  and  watch 
over  the  Black  family's  17%  stake. 

Pordy  had  no  trouble  diagnosing 
Chock's  biggest  problem.  With  just  a 
3.5%  market  share,  it  was  competing 
for  grocery  space  against  the  formida- 
ble giants  of  the  coffee  trade — PrcKter 
&  Gamble  (Folger's),  Philip  Morris 
(Maxwell  House,  Sanka, 
Yuban),  and  Nestie  (Hills 
Bros.,  Taster's  Choice, 
Nescafe). 

Pordy  knew  he  couldn't 
compete  effectively  for  gro- 
cery shelf  space,  so  he 
aimed  at  the  institutional 
market  for  coffee — restau- 
rants and  businesses.  He 
also  introduced  specialty 
coffee  products.  In  the  pro- 
cess he  laid  out  almost 
$100  million  to  broaden 
the  company's  product  line 
and  its  distribution  base, 
buying  Tetlcy's  instant  cof- 
fee line,  an  institutional  cof- 
fee supplier,  and  gourmet 
marketer  Hillside  Coffee  of 
California,  as  well  as  busi- 
nesses that  market  and  pro- 
cess peanuts. 

By  holding  prices  steady. 
Chock  has  added  dozens  of 
new  acct>unts  to  its  institu- 
tional supply  business,  giv- 
ing it  6%  of  the  national 
market — up  ft-om  zero  five 
vcars  bcfi>rc.  Hillside, 
w  hich  sells  such  specialties 
as  goumict  whole  coffee 
beans,  will  di>  just  S2S  mil- 
lion in  sales  in  1992,  but  it 
is  growing  at  around  20%  a 
year.  I.,ist  year  C^hixk  spun 
off  limbo's  Iumbt>s,  its  pea- 
nut -  prtxessing    subsidiars'. 
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Chock  Full  o'  Nuts 


retaining  a  73%  stake  worth  roughly 
$23  million  at  a  recent  4y8  a  share.  In 
1991  Chock  also  introduced  Rich 
French  Roast,  a  fancy  ground  coffee, 
and  Chock  o'ccino,  a  bottled  iced 
coffee. 

In  1986  Chock  got  85%  of  its  sales 
from  supermarkets.  Today  less  than 
half  of  revenues  come  from  supermar- 
kets, with  22%  coming  from  institu- 
tional sales,  20%  from  peanuts  and 
10%  from  specialty^  coffee  products 
like  gourmet  whole  beans.  Last  year 
Chock  earned  just  under  $9  million, 
up  from  $3.5  million  in  1986. 

Pordy  still  worries  about  what  hap- 
pens in  the  grocery  stores,  of  course. 
But  for  a  change,  the  news  on  this 
front  isn't  too  bad.  The  retail  price 
wars  are  dying  down — Procter  & 
Gamble  cut  its  rebates  on  Folger's  to 
supermarkets  this  month.  With  firmer 
prices.  Chock  plans  to  raise  its  adver- 
tising budget  back  to  near  199 1's 
record  $6  million.  "We  couldn't  af- 
ford to  keep  up  ad  spending  when 
Maxwell  House  and  Folger's  were 
kicking  each  other's  brains  out,"  says 
President  Howard  Leitner. 

Philip  Morris'  General  Foods  will 
soon  introduce  botded  iced  coffees, 
and  Chock  is  counting  on  Philip  Mor- 
ris' huge  advertising  budget  to  pro- 
mote awareness  of  the  product  and  to 
help  its  own  entry.  "We  think  we  can 
get  a  nice  share  of  this  new  category," 
says  Vice  Chairman  Mar\'in  Haas, 
"but  we  need  the  market  leaders  to 
build  the  categor)^  for  us." 

Pordy  is  well  aware  that  U.S.  coffee 
consumption  has  declined:  Twenty 
years  ago,  75%  of  the  U.S.  population 
over  age  1 0  drank  coffee ;  last  year  5 1  % 
did.  Which  helps  explain  Chock's 
growing  stake  in  specialty^  coffee 
products,  which  have  greater  appeal 
to  jaded  consumers.  Says  Haas,  care- 
hilly:  "I  can  only  tell  you  that  we're 
looking  at  every  aspect  of  the  upscale 
coffee  market." 

Is  Chock's  long-awaited  turn- 
around finally  around  the  corner.' 
Some  smart  value  investors  think  it 
might  be.  During  the  last  year  Mario 
Gabelli's  fiinds  have  built  a  14%  posi- 
tion in  the  stock,  lohn  Tcmpleton's 
funds  have  over  4%,  and  mone>'  man- 
ager Mark  Boyar  owns  just  under  5%. 
None  of  these  investors  have  made 
any  money  on  their  stock,  but  the\'  are 
patient.  WM 
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One  of  the  world's  preeminent  think  tanks,  SRI 
International  is  drowning  in  red  ink.  The  board  has  been 
asleep,  but  some  of  its  members  are  now  waking  up. 

Turmoil  in  an 
ivory  tower 


By  Dyan  Machan 

Think  what  the  world  would  be 
without  SRI  International.  During  its 
45 -year  history,  the  think  tank's 
thinkers  have  invented  the  magnetic 
coating  used  on  credit  cards  and  bank 
checks  (in  1955),  and  the  computer 
mouse  (in  1964).  SRi's  David  Sarnoff 
Research  Center,  a  gift  from  General 
Electric  in  1987,  invented  television. 
But  these  days  SRi,  which  is  based  in 


sunny  Menlo  Park,  Calif,  has  a  finan- 
cial cloud  over  it.  SRi  lost  515.8  mil- 
lion on  $300  million  in  revenues  in 
1991.  This  followed  losses  of  S5.8 
miUion  in  1990. 

Such  losses  cannot  mount  indefi- 
nitely. Although  SRI  is  a  nonprofit 
organization  (it  was  spun  off  from 
Stanford  University  in  1970  when 
students  protested  about  its  military 


Paul  Cook,  a  director  of  SRI  Inlernationji 

"Until  a  year  ago,  w«  weren't  acting  iilte  a  real  board. 
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contracts),  profits  are  crucial  to  its 
survival.  Profits  support  the  raw  scien- 
tific experimentation  that  can  lead  to 
breakthrough  discoveries.  Profits 
ftind  the  new  equipment  that  attracts 
the  top-flight  scientists  who  attract 
paying  customers.  Once  a  research 
organization  starts  losing  clients,  un- 
sold professional  time  must  be  added 
to  its  fees,  making  it  that  much  harder 
to  compete  on  price.  To  cover  its 
bloated  overhead,  SRI  would  bill  out 
its  scientists  at  more  than  three  times 
what  the  scientists  are  paid.  Competi- 
tor Science  Applications  Internation- 
al Corp.,  in  San  Diego,  Calif,  bills  its 
scientists'  time  at  just  2.7  times  their 
pay,  but  still  makes  money.  For  an 
$80,000-a-year  computer  expert, 
that  difference  works  out  to  nearh' 
$40,000. 

Paul  Cook,  the  blunt-speaking 
chairman  of  Raychem  Corp.  and  a 
member  of  SRi's  board  of  directors, 
accepts  some  of  the  responsibility'. 
"No  one  [on  the  board]  seemed  to  be 
concerned  about  the  viabilit\'  of  the 


organization,"  says  Cook. 

Joined  by  rvvo  other  directors. 
Cook  is  now  demanding  better  per- 
formance from  James  Tietjen,  the 
taciturn  chemist  who  has  serx'ed  as 
SRj's  president  since  December  1990. 
The  board  decided  not  to  award  Tiet- 
jen a  bonus  for  1991  and  has  given 
him  a  year  to  push  SRi's  costs  back  in 
line  with  its  revenues.  Cook:  "We're 
apph'ing  tough  industn-  standards  to 
an  i\'on'  tower." 

Tietjen  blames  SRi's  financial  prob- 
lems on  the  recent  recession  and  de- 
clining defense  spending.  But  SRi's 
problems  are  more  fi.mdamental. 
During  the  1960s  and  1970s  the 
think  tank  grew  fat  and  sloppy  doing 
cost-plus  work  for  the  defense  depart- 
ment in  areas  like  radar,  speech  recog- 
nition and  noise  cancellation.  But  as 
the  Pentagon  started  watching  its 
costs,  competition  among  think  tanks 
intensified,  and  SRi  began  losing  bids. 
Since  1981  sri's  revenues  increased  to 
S300  million  last  year  from  SI 63 
million.  By  contrast,  revenues  of  com - 


James  Tietjen,  president  of  SRI  International 
"Come  back  in  three  years." 


petitor  Science  Applications  Interna- 
tional grew  sixfold,  to  SI. 2  billion. 
Another  competitor,  Cambridge, 
Mass.'  S3 59  million  (revenues)  Ar- 
thur D.  Little  Inc.,  booked  record 
earnings  last  year. 

In  the  early  1980s  SRi  decided  to 
reduce  its  dependence  on  Pentagon 
work  and  go  after  more  management 
consulting  contracts  from  corpora- 
tions. That  put  it  in  direct  competi- 
tion with  such  well-run,  for-profit 
outfits  as  McKinsey  &  Co.  and  Booz, 
Allen  &  Hamilton,  sri's  management 
consulting  unit  lost  at  least  S7  million 
last  year. 

sri's  reputation  has  also  been 
dogged  by  its  research  in  parapsychol- 
ogy, which  began  in  the  1970s  and 
continued  for  a  decade.  It  started  with 
two  physicists,  Russell  Targ  and  Har- 
old Puthoff,  who  gained  notoriet}'  for 
tr\'ing  to  N'erifA'  the  spoon-bending 
powers  of  psychic  Uri  Geller. 

SRI  got  a  nice  break  in  1987,  when 
General  Electric,  a  major  client,  gave 
SRI  the  Da\id  Sarnoff  laboratories,  ge 
agreed  to  gi\e  the  lab  a  guaranteed 
S250  million  in  business  over  a  five- 
year  period,  including  S65.2  million 
in  cash  o\'er  that  time  to  use  howe\er 
SRI  saw  fit.  ge's  idea  was  that  after  five 
years  under  SRi's  tutelage,  Sarnoff 
would  develop  new  sources  of  reve- 
nue and  become  self-sustaining.  But 
last  year  Sarnoff  lost  S9.3  million  on 
revenues  of  S75  million. 

Reason.'  "Recession-related  cut- 
backs in  research  budgets,"  says  Tiet- 
jen, who  came  with  the  David  Sarnoff" 
lab  to  SRI. 

Tietjen,  an  aloof  manager,  insists 
he  is  doing  all  he  can  to  stanch  the 
flow  of  red  ink.  He  notes,  for  exam- 
ple, that  he  has  reduced  administra- 
tive staff" by  15%  (to  400)  and  reorga- 
nized the  management  consulting 
group  to  offer  ser\ices  only  in  areas 
where  SRi  has  significant  technical 
strength — among  them,  pharmaceu- 
ticals, chemicals  and  computers.  That 
has  helped  lower  SRi's  billing  rate  to 
under  three  times  salaries.  "Come 
back  in  three  vears,"  savs  Tietjen. 

But  will  he  be  there  then.>  "We'll 
gi\e  him  one  more  \'car,"  says  board 
member  Paul  Cook.  "If  he  can  pull 
off  a  reorganization  and  reduce  losses 
in  1992,  he  gets  another  year.  But  the 
board  will  not  tolerate  a  loss  in 
1993."  ^ 
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When  Three 

ivilcroprocessors  talk 

To  Each  Other,  What  Do 

They  Talk  About? 

CSomputer  conversation:  It  could  be  about  something  as  ordi- 
nary as  wheel  speed  or  as  esoteric  as  steering  angle  rote  of 
change.  Or  any  of  thousands  of  bits  of  electronic  information  that 
help  moke  Continental  one  of  the  world's  most  capable  and 


530 


comfortable  luxury  cars,  C  onsider  for  example,  Continentc 
EEC-IV  drivetrain  core  computer-the  same  system  that  regulafc  ij^i^ 
the  powerful  engine  of  the  Benetton/Ford  Formula  One  race  cor.  ^^ 
Continental,  EEC-IV  controls  all  vital  engine  functions  mcludi 
fuel  injection  and  ignition  timing,  then  coordinates  engine  ope? 
tion  and  electronic  transmission  shifting  for  a  neor  seomless  fl< 
of  power    F  urther  enhoncinp  this  smooth  sensation  of  drivi 
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o  is  a  computerized  suspension  system.  Here,  duel-rote  gas 
jj^essurized  shock  absorbers  and  air  springs  ore  electronically 
xkcjuloted  to  optimize  ride  and  handling.  The  result  is  a  reassuring 
36  of  confident  control  and  on  extraordinary  sense  of  riding 
'ort    T  o  this,  odd  the  stability  of  computer-controlled  four- 
el  disc  onti-lock  braking  (ABS).  The  precision  of  computer- 
lated  speed-sensitive  power  steering.  The  peace  of  rriind  of  a 


driver-  and  passenger-side  air  bag  Supplemental  Restraint  Sys- 
tem. ||dd,  in  brief,  a  keenly  proficient  array  of  microprocessor- 
managed  driving  systems.  Systems  that  help  moke  Continental 
one  of  today's  most  advonced  luxury  cars.  Something  well  worth 
talking  about. 

LINCOLN 
What  A  Luxury  Car  Should  Be. 


For  more  informotion  on  th>; 


oins.  coll  1-800-446-8888 
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What  Ken  Moelis  learned  from  Michael  Milken  made  Moelis  into 
a  hot  dealmaker.  What  he  failed  to  learn  from  Milken 
has  cost  Moelis'  clients  plenty  of  money. 


"I  did  deals" 


By  Phyllis  Berman  with  Jean  Sherman  Chatzky 


One  daythis  February  Herbert  Moe- 
lis, onetime  owner  of  a  Manhattan 
alarm  company,  got  quite  a  shock 
when  he  opened  his  New  York  Times 
and  saw  his  son's  name  on  the  front 


page  of  the  business  section.  The 
article  reported  that  bankrupt  Drexel 
Burnham  was  demanding  $2.3  mil- 
hon  from  his  33-year-old  offspring, 
Kenneth.  'T  had  no  idea  you  ever 


even  made  that  kind  of  money,"  the 
elder  Moelis  told  his  son. 

As  Herbert  Moelis  read  on,  he  got 
an  even  bigger  surprise.  That  $2.3 
million  seemed  to  be  only  a  portion  of 


DU's 

Kenneth  Moelis 
This  hot 
investment 
banker  has  created 
a  small  but 
powerful  version 
of  his  former 
Drexel  digs  amid 
the  formality  of  his 
new  Wall  Street 
employer. 
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"ifears  fix)m  now  the  wisdom  of  buying  a  Hartmann 

will  be  even  more  apparent. 


You'll  see  it  in  the  way  our  classic  belting 
leather  becomes  more  beautiful  with 
each  passing  day.  You'll  become  further 
iconvinced  as  your  appreciation  for  its 


mm 


Handcrafted  since  1877 


apparent  is  in  the  pride  that  comes  with 
owning  Hartmann. 


©  1991  Hartmann 


jiineth  Moelis 

the  bonus  his  son  received  from 
Drexel  for  1989. 

Promptly,  the  elder  Moelis  dialed 
his  son  at  the  Los  Angeles  office  of  his 
new  employer,  Donaldson,  Lufkin  & 
JenrettC;  "So,  you  think  that  you're  a 
big  shot,"  the  father  lectured.  "Fll 
bet  you  haven't  seen  your  kids  to- 
day." The  younger  Moelis  probably 
hadn't  seen  them  that  week.  Too  busy 
doing  deals. 

Ken  Moelis  wasn't  in  Michael  Mil- 
ken's inner  circle,  but  the  contacts  he 
cultivated  while  working  at  Drexel 
have  made  him  one  of  the  countr\^'s 


Michael  Milken 

His  clients  fell  to  Moelis. 


hottest  young  dealmakers. 

Even  as  a  second-stringer  at  Drexel, 
Ken  Moelis  no  doubt  was  making  at 
least  $1  million  a  year,  plus  an  un- 
known amount  in  interests  in  various 
Drexel  partnerships;  $1  million  a  year 
was  lunch  money  at  Drexel  in  those 
days,  and  Moelis  was  well  down  in  the 
pecking  order. 

But  Moelis  was  lucky  to  be  at 
Drexel.  In  1981,  when  he  graduated 
from  Wharton,  he  was  rejected  by 
prestigious  Wall  Street  firms  like 
Goldman,  Sachs  and  Salomon  Rroth- 
ers.  Not  their  kind  of  chap.  Herbert 
Moelis,  trx'ing  to  be  helpful,  sent  Ken 
a  clipping  about  a  deal  financed  by 
Drexel  Rurnham  that  involved  bonds 
indexed  to  silver  prices.  What  the 
heck.  Ken  Moelis  decided  to  apply  to 
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Drexel. 

Unlike  the  prestige  houses,  Drexel 
couldn't  pick  and  choose  among  the 
hottest  products  of  the  M.B.A.  fac- 
tories. It  was  a  third-tier  outfit  with 
none  of  the  prestige  of  Morgan  Stan- 
ley or  Salomon  or  Goldman.  Drexel 
offered  Ken  Moehs  a  job  in  its  fledg- 
ling corporate  finance  department. 

The  rest,  as  they  say,  is  history. 
Having  jumped  the  sinking  Drexel 
ship,  Moelis  landed  on  dry  land  as 
captain  in  his  own  right.  At  dlj  he  is 
investment  banker  to  billionaires  and 
near-billionaires  like  Metromedia's 
John  Kluge,  SPi  Holdings's  Marvin 
Davis  and  twa's  Carl  Icahn.  He  oper- 
ates from  a  modern  Century  Cit\'  high 
rise  as  co-head  of  DLj's  36-man  Los 
Angeles  investment  banking  group. 
He  has  recendy  advised  two  success- 
fiil  restructurings  of  highly  leveraged 
companies — Southland  and  Saatchi 
&  Saatchi.  Moelis  is  currendy  work- 
ing on  restructurings  of  Orion  Pic- 
tures and  TWA. 

It's  a  strange  thing  about  high  fi- 
nance as  practiced  in  the  U.S.  these 
days.  It  used  to  be  that  if  you  didn't 
make  money  for  your  clients  you  were 
soon  washed  up.  Many  of  Ken  Moelis' 
clients  have  lost  their  shirts.  But  some 
of  the  same  clients  for  whom  he 
helped  create  overleveraged  capital 
structures  are  now  hiring  him  to  dele- 
verage  them. 

Drexel  went  under  in  1990,  but 
before  that  many  of  the  deals  Moelis 
did  there  ran  into  trouble: 
LivingWell,  a  chain  of  health  clubs; 
industrial  conglomerate  Northern 
Pacific;  Miramar  Marine,  a  boat  man- 
ufacturer; and  most  notably  Merv 
Griffin's  Resorts  International,  which 
went  bankrupt  one  year  after  Griffin 
bought  it  from  Donald  Trump. 

Ken  Moelis  is  disarmingly  frank 
about  his  role  in  the  Trump/Griffin 
deal.  He  was  looking  after  his  own 
interests — what  else? — not  his 
clients'.  Although  he  represented 
Griffin,  he  concedes  his  client  got  the 
veiy  short  end  of  the  stick.  Recalls 
Moelis:  "In  my  mind.  Men  Griffin 
was  making  a  bad  deal.  Rut  that 
wasn't  the  question  put  to  me  at  the 
end  of  the  day.  The  question  was: 
C-ould  we  get  the  deal  doner"  Moelis 
got  it  done — and  his  attitude  seems  to 
be  that  it  wasn't  his  job  to  see  that  his 
client  didn't  overpay.  Nor  can  the 
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JOSE  ISAVIRTL^OSO 

AT  ENSLTyXG  YOU 

ALWAYS  PUT  YOUR  BEST 

FOOT  FORWARD. 
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)o«c  Ortiz 
?nfMr«nine  Atteniunt 
Fiiur  Seasons  Clilt  Hotel 


At  Four  Reasons  Hotels,  we  know  that  brilliantly  snined  shoes  can  reflect  positively  on  those  who  wear 
them.  Thus,  our  valets  will  unrailingly  polish  your  Oxroros  ana  pumps  to  mirror-liRe  perfection, 
make  small  repairs,  ir  needed,  then  return  the  shoes  with  dispatch  to  their  rightml  destination. 
And  not  only  is  the  shoeshine  worthy  or  compliments,  hut  at  Four  Seasons  it's  always   -—  ^ 

complimentary.  Vhich  fits  comrortahly  with  our  helier  that  in  these  value-conscious     lUUl   ^VJU  SUllj 
times,  the  demands  or  your  trip  should  demand  nothing  less  than  Four  Seasons  Hotels.      HOtBiS  *  nGSOftS 


Kenneth  Moelis 

Resorts  fiasco  be  blamed  in  any  way 
on  Michael  Milken.  It  was  done  in 
1988,  when  Milken  was  less  active  at 
Drexel,  since  the  firm  was  in  negotia- 
tions with  the  government. 

Those  were  fi"antic  days.  Everyone 
wanted  to  do  deals  and  no  one  cared 
much  about  the  price.  Drexel  was 
getting  lots  of  competition  in  the  junk 
bond  business  fi-om  old-line  firms  like 
Morgan  and  Salomon  Brothers,  and 
they  and  their  customers  were  bid- 
ding huge  sums  to  buy  companies. 
Moelis  and  the  other  Drexelites 
seemed  to  have  taken  the  attitude: 


Carl  Icahn 

Can  Moelis  bring  TWA 

back  from  the  dead? 


Ix)usy  deals  or  not,  deals  arc  getting 
done,  and  if  Drexel  doesn't  do  them 
somebody  else  will.  "You  could  die 
two  ways,"  Ken  Moelis  recalls.  "Do- 
ing deals  or  not  doing  deals.  I  did 
deals."  Every  time  Moelis  closed  a 
deal — good,  bad  or  otherwise — he 
generated  huge  fees.  For  example,  the 
Resorts  deal  generated  $12.2  million 
in  fees  for  Drexel. 

But  why  would  nil  hire  an  invest- 
ment banker  who  came  from  a  thor 
oughly  disgraced  firm  and  had  done 
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so  many  deals  that  went  bad?  Hot 
deals  salesmen  were  much  in  demand. 
DLJ  wanted  Moelis  for  his  Rolodex 
and  because  he  was  a  born  salesman,  a 
likable  chap  who  would  sweat  blood 
to  get  a  deal  if  the  client  wanted  it. 

Likable,  maybe,  but  tough.  When 
Drexel  went  under,  its  restructuring 
team,  led  by  James  Schneider  and 
David  Ying,  moved  to  Smith  Barney. 
But  Southland's  restructuring  busi- 
ness went  with  Moelis,  who  had  culti- 
vated a  relationship  with  the  Thomp- 
son family,  the  owners  then.  Boasted 
Joe  Roby,  dlj  head  of  investment 
banking,  "We've  beaten  the  pants  off 
Smith  Barney." 

The  Southland  deal  was  lucrative. 
DLJ  took  a  $3  million  base  fee,  a  $6 
million  success  fee — a  bonus  paid  on 
completion  of  a  restructuring — and 
400,000  shares  in  the  newly  reorga- 
nized company.  Those  shares  not 
only  give  DLJ  a  shot  at  long-term 
profits  but  they  also  help  cement  a 
long-term  relationship  between  the 
company  and  dlj. 

Sometimes  Ken  Moelis  thinks  he 
works  too  hard  for  too  litde.  He 
complains:  "When  Matsushita 
bought  MCA,  the  fee  was  $48  million; 
the  deal  was  a  30-day  cash  tender. 
And  I'm  spending  weekend  aftier 
weekend  for  two  years  negotiating  for 
Southland."  Time  well  spent, 
though.  The  Southland  restructuring 
brought  Moelis  in  contact  with  ex- 
Drexel  client  Carl  Icahn,  who  had 
purchased  one-quarter  of  South- 
land's bonds  at  deep  discounts.  Icahn 
was  impressed  and  pushed  to  get 
Moelis  retained  as  bondholder  adviser 
on  Western  Union  and  to  handle 
negotiations  for  IIVA. 

Besides  restructurings,  Moelis  is 
doing  lots  of  deals  helping  leveraged 
companies  refinance  their  debt  at 
lower  interest  rates.  Since  Febaiary 
Moelis  has  completed  ten  public  fi- 
nancings. Among  them:  MtiM  Grand, 
Treasure  Island,  Poodmaker  and 
Promus. 

When  he  came  to  dlj  in  1990, 
Moelis  brought  along  nine  Drexel 
alums.  He  has  recreated  a  piece  of  the 
old  Drexel  at  the  rather  staid  dm,  a 
subsidiaiy  ot  the  Equitable  Life  A.ssur 
ance  Society  of  the  U.S.  He  and  his 
crew  arc  raucous  and  revel  in  \N-orking 
several  phones  simultaneously.  Ihey 
put  on  one  heck  of  a  show. 


Marvin  Davis 

H's  far  more  likely 

Moelis  will  revive  SPI. 


Ken  Moelis  is  quick  to  let  it  be 
known  that  he  dines  at  John  Kluge's 
home:  "Does  John  call  me  every  day 
for  every  deal.^"  Moelis  asks  rhetori- 
cally. "Does  Donald  call  to  ask  my 
opinion?  I  believe  they  consider  me 
their  first  call."  He  adds:  "You'd  have 
to  ask  them  that." 

Acting  the  financial  sage,  he  says: 
"It's  old  news  already  that  the  high- 
yield  market  has  come  back.  Now 
we've  got  to  use  our  brains  to  figure 
out  what  comes  next.  You  have  to 
keep  close  to  your  clients.  You  ha\e  to 
talk,  talk,  talk.  And  you  have  to  keep 
close  to  your  salesmen  to  sec  what 
they  can  sell.  That  takes  a  lot  of  time, 
but  that's  the  key."  If  that  sounds  like 
warmed-over  Michael  iMilken,  that's 
exactly  what  it  is. 

Moelis'  dad  isn't  as  impressed  with 
all  this  money  and  all  these  trappings 
as  the  son  is.  So  Ken  Moelis  answers 
his  father:  "Lt>ok,  if  I  played  center 
field  for  the  New  York  Yankees,  you 
would  say,  'Oh,  so  you  haNC  to  travel 
80  days  a  year,  so  what?'  But  to  me 
you  .say,  'When  are  you  going  to  stop? 
When  are  you  going  to  coach  Little 
League  like  I  did?'  " 

Having  gotten  himself  out  of  the 
Little  league.  Ken  McKlis  has  no 
intention  of  going  back  there.        II 
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For  Over  A  Million 

People  Our  Name  Has 

A  Familiar  Ring. 


To  over  1.2  million  customers 
in  25  states,  ALLTEL  is  the  name  of 
their  local  telephone  company. 

Many  also  know  us  as  ALLTEL 
Mobile  Communications  -  a  leading 
cellular  telephone  company  serving 
high-growth  Sun  Belt  cities. 

As  Systematics,  we're 
recognized  as  the  nation's  premier 
provider  of  data  processing  manage- 
ment, application  software  and 
outsourcing  services  for  the  financial  and  telecom- 
munications industries. 

And  our  ALLTEL  Supply  and  H^^C  Distribu- 
tion subsidiaries  make  us  one  of  the  largest 
distributors  of  telecommunications  and  specialty 
wire  and  cable  products  in  the  nation. 

Thanks  to  a  strategic  focus  on  these  four  key 
business  areas,  ALLTEL  has  become  one  of  the 
nation's  outstanding  growth  companies.  A  com-   . 


pany  with  a  five-year  total  average  annual  return  of 
23%  and  a  record  of  increasing  the  dividend  for  each 
of  the  past  31  years.  And  we're  positioned  to  ring  up 
even  more  performance. 

Call  now  and  learn  why  ALLTEL  is  the  choice  of 
smart  operators. 

^CILIIEL 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 


Call  (501)  661-8999  or  write:  ALLTEL  Corporate  Communications  •  One  Allied  Drive  •  Little  Rocl(,  Arkansas  72202 


Introducing 
the  Deciding  Factor  disk 

Though  no  eagle  is  likely  to  fly  out  of  the 
envelope,  you  will  find  something  just  as 
remarkable:  10  blue  chip  companies  ready 
and  waiting  to  give  you  all  the  answers 
you  need  to  make  an  informed  purchase. 
The  answers  are  all  here,  and  the  disk  is 
yours  to  keep,  compliments  of  Forbes 
Magazine,  so  ask  your  questions  when- 
ever >'ou  like.  Just  load  the  disk  using  the 
simple  instructions  on  the  envelope  and  here's  what  you'll  find. 

The  Chicago  Board  of  Trade  lets  \'ou  calculate  how  managed 
futures  would  affect  your  financial  portfolio.  Merrill  L\'nch  shows 
you  how  to  determine  which  estate  planning  strateg\'  makes  the 
most  sense  for  >'ou.  And  The  Vanguard  Group  helps  you  choose 
the  fund  most  suited  to  your  investment  goals. 

If  you  like,  you  can  get  all  the  graphic  details  of  the  1992 
Corvette.  Enroll  in  a  very  rewarding  frequent  traveler  program 
from  American  Express.  Check  out  Embass}'  Suites'  convenient 
hotel  locations  across  the  countr\'.  And  go  "On  the  Road"  to  10 
top  U.S.  cities  with  Epson  NB-SL  Notebooks. 

While  you're  at  it,  why  not  "test  drive"  a  Jaguar.  See  if  \'ou 
can  save  your  companv'  mone>'  through  the  U.S.  Postal  Serxice, 
or  even  solve  The  Glenlix'et  single-malt  myster\',  just  for  fian. 

All  of  this  information  and  more  is  available  to  \'ou.  But  onh* 
on  the  Deciding  Factor  disk  from  Forbes.  So  if  \'ou'd  like  some 
answers,  or  even  if  you're  just  plain  curious,  take  the  disk  out  of 
the  envelope  and  give  it  a  tr\'.  And  don't  worry,  it's  vims-free. 

Forbes 


If  you  want  to  order  another  disk,  or  you  prefer  a  3.5"  disk,  call  1  -800-3  FORBES. 
Deciding  Faaor  is  a  registered  trademark  of  the  Interactive  Marketing  Group. 
Diskette  duplication  by  OMNI  RESOURCES  CORP. 


Wal-Mart's  invading  your  turf.  What  to  do?  Here's  how 
some  regional  retailers  have  fought  back  successfully. 

Tornado  watch 


By  Mary  Beth  Grover 

They  say  that  Wal-Mart  Stores,  Inc. 
hit  the  Midwest  Hke  a  tornado,  up- 
rooting any  retailer  that  stood  in  its 
way.  Mom-and-pop  stores  and  re- 
gional chains  like  Woolco,  tg&y  and 
Gibson's  shut  many  stores  as  Wal- 
Mart  stormed  to  a  26%  share  of  the 
U.S.  discount  store  business  from  just 
4%  a  decade  ago. 

A  medium-size  company  ten  years 
ago,  Wal-Mart  has  become  the  larg- 
est, most  profitable  discount  retailer 
in  the  country,  with  sales  last  year  of 
$44  billion  and  net  margins  of  3.6%, 
half  again  higher  than  those  of  its 
closest  competitor,  Kmart  Corp. 

Could  anything  withstand  the 
whirlwind? 

A  fair  number  of  regional  discount 
chains  have  managed  to  do  so.  Family 


Dollar  Stores,  Inc.  of  Matthews, 
N.C.,  ShopKo  Stores,  Inc.  of  Green 
Bay,  Wis.  and  Venture  Stores,  Inc.  of 
O'Fallon,  Mo.  have  fought  back 
against  Wal-Mart  invasions.  Like 
good  generals,  their  managements 
know  you  don't  meet  an  enemy  where 
he  is  strongest.  The  chains  that  have 
stood  up  to  Wal-Mart  invasions  have 
not  tried  to  undercut  the  supereffi- 
cient  Wal-Mart  on  price  alone;  that 
would  have  been  suicide.  They  have 
tried  to  develop  their  individual 
strengths. 

Family  Dollar  stresses  convenience. 
Wal-Mart  stores  are  often  in  the 
boondocks,  pulling  in  shoppers  from 
miles  around.  Family  Dollar's  stores 
typically  are  within  3  miles  of  shop- 
pers' homes. 


The  stores  are  small,  averaging  be- 
tween 6,000  and  8,000  square  feet, 
roughly  one-tenth  the  size  of  the 
average  Wal-Mart  store.  You  can  see 
all  the  merchandise  from  the  door  of 
each  store.  Shoes  for  56  hang  on  the 
back  wall,  clothing  near  the  front 
starts  at  SIO,  blankets  and  towels  are 
on  the  left.  Virtually  nothing  costs 
more  than  $?8. 

Family  Dollar  aims  a  bit  dowiiscale 
from  Wal-Mart.  Its  typical  customer  is 
female,  with  a  household  income  un- 
der $25,000. 

Item  by  item.  Family  Dollar 
charges  a  bit  more  than  Wal-Mart 
does,  but  many  people  are  willing  to 
pay  a  bit  more  for  staples  such  as 
laundry  detergent  or  toothpaste  ifj 
they  don't  have  to  drive  long  dis- 


Family 
Dollar's 
new  and 
improved 
selection  of 
plus  sizes 
Customers 
wanted  mora 
jumbo  sizes, 
so  they 
got  them. 
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he  Guardian  Life  Insurance  Company  of  America 


The  Guardian's  Report  Card: 
Straight  A's 

Despite  these  financially  troubled  times, 
The  Guardian  is  making  the  grade  by  earning 
the  highest  marks  for  fiscal  strength  from 
each  of  the  leading  independent  financial 
rating  services.  A++  from  A.M.  Best,  now 
their  highest  rating.  AAA  from  Standard  & 
Poor's.  And  Aaa  from  Moody's.  In  fact,  only 
eight  companies  in  the  United  States  are  on 
the  honor  roll  of  all  three  rating  services.  And 
two  of  the  eight  companies.  The  Guardian 
Life  Insurance  Company  and  Guardian 
Insurance  &  Annuity  Company,  are  part  of 
The  Guardian  family. 

Na  1 1n  Our  Class 

The  Guardian  has  also  achieved  top  scores 
from  Financial  World  magazine.  They  took 
a  tough  look  at  the  insurance  industry  and 
ranked  the  42  U.S.-based  life  and  health 
insurance  companies  with  assets  of  $5  billion 
or  more.  They  focused  on  claims-paying 
ability  as  well  as  the  customary  statutory 
financial  ratios.  The  Guardian  was  rated  at 
the  head  of  the  class  as  the  No.  1  insurance 
company  in  the  United  States. 

Our  Hard  Work  Pays  Dividends 

We've  done  our  homework  every  day  for 
132  years.  It's  how  we've  kept  our  financial 
house  in  order  through  good  economies  and 
bad.  And  all  of  our  hard  work  is  continuing 
to  pay  off  in  tangible  policyholder  benefits, 
like  our  impressive  dividends.  This  year,  The 
Guardian  distributed  the  highest  dividend  in 
its  history  —  continuing  an  unbroken  record 
since  1860. 

Put  Us  To  The  Test 

Take  this  quick  quiz:  Does  your  insurance 
company  consistently  receive  the  highest 
marks  from  the  major  rating  services?  Is  the 
Life,  Disability  or  Group  policy  you  bought 
five  years  ago  living  up  to  its  promises?  Is  the 
variable  annuity  you  bought  performing  up 
to  your  expectations?  If  the  answer  to  any 
one  of  these  questions  is  no,  put  The  Guardian 
to  the  test. 

Call  1-800-662-1006. 

You'll  learn  more  about  the  financial  strength 
of  The  Guardian.  And  more  about  our  superior 
products  and  services  for  Life  Insurance, 
Group  Insurance,  Reinsurance,  Disability 
Income  Protection,  Equity  Products,  or 
Asset  Management.* 


w  The  Guardian" 

The  Intelli^nt  C'lioice* 

Since  1860 


Equity  products  are  offered  through  Guardian  Investor 
Services  Corporation*  a  whoilyov^ned  subsidiary  of 
The  Guardian  Life  Insurance  Company. 

©  1992  The  Guardian  Life  Insurance  Company  of  Arrwrica 
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Fighting  Wal-Mart 


ShopKo's  optical  and  pharmacy  departments 
Beating  Wal-Mart  to  the  health  services  market 
and  hitting  it  hard  with  name-brand  fashions. 


tances  or  trudge  around  a  huge  store. 
Or  maybe  the  customer  doesn't  have 
a  car  and  needs  a  store  that  is  within 
walking  distance. 

When  Wal-Mart  arrived  in  Family 
Dollar's  Southeast  territor)'  in  the 
mid-1980s,  its  lower  prices  attracted 
many  Family  Dollar  shoppers.  In 
1987  earnings  at  Family  Dollar  fell 
19%,  after  nine  years  of  posting  record 
earnings  and  record  sales  (Forbes, 
Sept.  7,  1987). 

What  to  doi*  Company  founder 
Leon  Levine  did  some  research  and 
discovered  two  things:  He  was  charg- 
ing too  much  for  the  convenience  he 
offered  and  he  was  doing  a  poor  job  of 
keeping  advertised  products  in  stock. 
Levine  lowered  prices  and  brought  in 
an  executive  from  a  national  hardware 
chain  to  start  to  modernize  Family 
Dollar's  inventory  tracking  system. 

The  moves  paid  off.  Sales  have 
steadily  accelerated.  For  the  12 
months  ended  in  February,  revenues 
for  Family  Dollar  grew  18%,  to  $1.1 
billion,  and  earnings  grew  47%,  to 
$50  million — giving  Family  Dollar  an 
even  better  net  margin  than  Wal- 
Mart  has. 

ShopKo  has  another  effective  anti- 
Wal-Mart  strateg)':  Offer  customers 
something  different  in  merchandise 
or  service.  ShopKo,  a  109-store  chain 


with  revenues  of  $1.6  billion,  spans 
the  upper  Midwest  and  West  from 
Michigan  to  Washington.  ShopKo 
was  one  of  the  first  discounters — and 
remains  one  of  the  few — to  offer  eye 
exams  and  sell  eyeglasses.  It  was  one 
of  the  first  to  start  filling  prescriptions, 
jumping  in  in  1971 ,  seven  years  ahead 
ofWal-Mart. 

Busy  shoppers  needing  eyeglasses 
or  prescriptions  filled  found  the\' 
could  do  lots  of  their  other  shopping 
at  the  same  time.  Wal-Mart  was  in 
more  than  one -third  of  ShopKo's  ma- 
jor markets,  but  that  didn't  keep 
ShopKo's  sales  last  year  from  increas- 
ing 8%,  to  $1.6  billion,  and  earnings 
10%,  to  $50  million.  Optical  and 
pharmacy  ser\'ices  represented  15%  of 
the  discounter's  revenues  and,  more 
significant,  nearly  30%  of  the  compa- 
ny's $50  million  in  earnings. 

ShopKo  set  up  a  Wal-Mart  task 
force  eight  years  ago  after  learning 
from  local  real  estate  records  that 
Wal-Mart  was  about  to  in\  ade  its  turf 
Says  Dale  Kramer,  ShopKo's  53-year- 
old  president,  "We  identified  their 
strengths  and  weaknesses,  and  we 
identified  ours." 

Kramer,  a  former  pharmacist  and 
manager  with  the  Walgreen  C-o.  drug 
chain,  had  built  ShopKo's  health  care 
business  into  a  major  strength,  but 


the  task  force  knew  that  wasn't 
enough  to  counter  Wal-Mart's  low 
prices.  The  problem  was  that  custom- 
ers might  get  their  eyeglasses  at 
ShopKo,  then  move  to  Wal-Mart  for 
their  other  purchases.  The  answer? 
Hit  Wal-Mart  where  it  is  weak — 
brand-name  fashions. 

ShopKo  increased  and  advertised 
its  selection  of  Lee,  Chic  and  other 
brands  that  Wal-Man  didn't  carr\'. 
ShopKo's  customers,  who  have  larger 
incomes  and  better  educations  than 
the  t\'pical  discount  shopper,  re- 
sponded. They  had  their  eyes  exam- 
ined and  staged  to  buy  clothing  and 
household  items. 

No  question:  When  Wal-Man 
comes  to  town,  ShopKo  suffers.  Kra- 
mer figures  a  Wal-Mart  store  takes  up 
to  10%  of  a  ShopKo  store's  business 
the  first  year.  The  next  year,  however, 
the  ShopKo  store's  sales  pick  up 
again,  t^picalh'  growing  5%. 

Unfortunately  for  Kramer,  Wal- 
Mart  caught  on  to  ShopKo's  optical 
gold  mine  last  year.  The  giant  already 
has  eyeglass  centers  in  9%  of  its  1,740 
stores  and  will  certainly  add  more. 

Again,  Kramer  is  fighting  back.  To 
protect  and  widen  ShopKo's  health 
care  franchise,  he  is  testing  audiolog)' 
ser\ices  for  the  hard  of  hearing.  He  is 
investing  S52  million  to  upgrade 
ShopKo's  computerized  inventor}' 
systems  and  double  the  size  of  its 
warehouses.  Kramer  hired  a  former 
Wal-Mart  logistics  and  distribution 
expert  to  make  sure  these  investments 
pay  oft". 

So  far  ShopKo  is  holding  its  own.  It 
recently  posted  its  eleventh  consecu- 
tive year  of  record  sales  and  earnings. 
Its  net  margin  was  3.1%,  a  bit  beUnv 
Wal-Mart's  3.6%  but  still  ver\  gocxl. 

ShopKo's  Kramer  isn't  the  only 
one  to  discoxer  Wal-Mart's  weak  fash- 
ion spot.  "Wal-Mart  usually  lags  fash- 
ion trends.  It  ma\-  ha\e  la.st  year's 
colors,  for  example,"  says  Chicago- 
based  retail  consultant  Nomian  Mc- 
Millan of  McMillan /Dix^littlc.  You 
can't  ha\e  e\er\ thing,  and  Wal-Mart, 
to  keep  prices  low,  sometimes  must 
pass  up  trendy  stuft'.  Wal-Mart  col- 
lects just  27%  of  its  sales  from  items 
susceptible  to  fashion  whims  like 
clothing,  sheets  wxd  shoes. 

Like  ShopKo,  Family  Dollar  has 
exploited  this  WalMart  weakness. 
The  chain  now  derives  45%  of  its  sales 
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ng  Wal-Mart 


from  soft  goods  and  is  pushing  for 
50%.  ShopKo,  with  just  28%  of  its 
sales  coming  from  higher- margin 
soft-line  goods,  aims  for  about  30%. 

Venture,  a  Midwest  discounter  for- 
merly part  of  the  May  Department 
Stores  Co.,  has  always  focused  on 
higher-margin  soft-line  items.  This 
has  made  it  somewhat  Wal-Mart- 
proof.  At  Venture,  40%  of  sales  come 
from  fashion-oriented  fare,  among 
the  highest  of  any  discounter. 

Venture  first  opened  in  St.  Louis  in 
1970,  before  Wal-Mart  arrived.  The 
chains,  however,  quickly  clashed  in 
Peoria  and  Kansas  City.  Did  Venture 
blink.^  Sure,  a  new  Wal-Mart  store 
tends  to  steal  4%  to  8%  of  a  Venture 
store's  sales.  But  a  year  later  sales 
growth  at  the  stricken  Venture  store 
picks  up  to  its  previous  pace.  How 
come.>  "We  were  always  stronger  in 
apparel  because  of  our  department 
store  heritage,"  says  Venture  Chair- 
man and  Chief  Executive  Officer  Ju- 
lian Seeherman. 

So  Venture  targets  a  niche  custom- 
er that  Wal-Mart  somewhat  neglects. 
"Our  customers  want  merchandise 
from  Liz  Claiborne  or  Crate  &  Barrel, 
but  they  can't  afford  it,"  says  Ven- 


Venture's  halogen 
lamps  (right) 
and  its  vinyl, 
private-label 
knockoffs  of 
Sam  &  Libby's 
leather  shoes 
The  race  is  to  be 
first  to  stocit  a  wide 
selection  of  trendy 
merciiandise. 


ture's  head  of  apparel  and  accessories, 
Maxine  Clark.  For  example,  items  like 
glassware  and  color-coordinated 
sportswear. 

So  Venture's  niche  involves  pri- 
vate-label knockoffs  of  bestselling  de- 


partment store  wares.  Clark  says  half 
of  Venture's  apparel  sales  come  from 
its  12  private  labels.  The  items  sell  for 
$20  or  less. 

Wal-Mart  offers  less  expensive  ver- 
sions of  bestselling  department  store 
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The  Knockout. 


POWERED  BY 
MOTOROLA 


Razor  sharp  16-bit  graphics  and  the  hottest  games  in  the  \ideo  arena 
have  made  the  Sega'"  Genesis"' an  undisputed  hit. 


MohitD/o  oni/  (li»  ®  arf  r^julfm/  Irurffmnrli  tni  Ih  fVmrtrf  By  Mehrolt  kpin  Inimtii  ol  Mtttrol*  /»<  $«<  tni  Conn  «it  IrarlnMrb  it S«a  £"*'»' «•  t"** 
C  \9'ii  MctunU.  Jill   Ml  rgtdO  minW 


items,  too,  so  the  battle  ebbs  and 
flows.  Clark  says  Venture  beat  Wal- 
Mart  by  two  months  in  stocking  a 
vinyl  version  of  Sam  &  Libby's 
(Forbes,  Apr.  13)  hot  ballerina-like 
shoe  with  a  bow.  Both  discounters 


sold  the  shoe  for  roughly  a  third  the 
typical  department  store  price  of  $30, 
so  getting  there  first  was  important. 

For  the  fiscal  year  ending  last  Feb. 
1,  earnings  at  Venture  rose  20%,  to 
$41  million,  and  sales  rose  7%,  to  $1 .5 
billion,  despite  the  fact  that  Wal-Mart 
has  invaded  Venture's  important  Chi- 
cago market.  Venture  remains  on 
high  ground:  Net  income  was  up  50% 
in  the  first  quarter,  half  again  higher 
than  Wal-Mart's. 

Wal-Mart's  great  success  rests 
heavily  on  learning  fast  which  goods 
are  selling  and  on  keeping  them  in 
stock:  in  short,  fast,  accurate  intelli- 
gence and  efficient  distribution.  Like 
Wal-Mart,  these  Wal-Mart-fighting 
chains  have  invested  heavily  in  comput- 
erized inventor)'  and  reordering  sys- 
tems and  in  superefficient  warehous- 
ing. A  kc)'  is  cash  registers,  made  b)'  IBM 
Corp.  and  NCR  Corp.,  that  automati- 
cally track  what's  selling  and  provide 
information  about  when  to  reorder. 
Venture  and  ShopKo  have  computer- 
ized hookups  to  some  of  their  vendors, 
a  Wal-Mart  innovation.  This  eliminates 
costiy  middlemen,  as  well  as  cutting 
order  and  delivery  times. 

Can  these  smaller  chains  stay  the 


course  against  the  conquering  giant.^ 
As  long  as  they  can  find  and  exploit 
chinks  in  Wal-Mart's  armor  and  as 
long  as  they  match  Wal-Mart's  flexi- 
bility and  efficiency,  there  is  no  reason 
they  cannot.  Family  Dollar,  with  its 
emphasis  on  geographical  closeness 
to  the  consumer,  added  1,300  new 
stores  over  the  past  ten  years,  nearly 
75%  of  its  total  of  1,800,  and  plans  to 
open  120  more  this  year.  Analysts 
expect  its  earnings  to  be  up  32%  this 
year,  then  slow  to  17%  next. 

ShopKo,  with  its  emphasis  on  Wal- 
Mart-size  premises,  has  less  aggressive 
expansion  plans.  It  will  open  just  16 
stores  over  the  next  two  years,  putting 
more  emphasis  on  improving  operat- 
ing efficiencies.  Earnings  are  expected 
to  be  up  6%  this  year  and  10%  next. 

Venture  is  so  confident  of  its  higher 
fashion  niche  that  it  is  itself  invading 
Wal-Mart  turf,  planning  to  open  50 
stores  in  Texas  by  the  end  of  the 
decade.  Says  Chief  Executive  Seeher- 
man:  "Our  stores  will  be  newer  than 
theirs.  .  .  .  We're  going  to  tr\'  to  swim 
when  the  tide  is  somewhat  with  us." 

Yes,  there  is  life  after  Wal-Mart. 
Too  bad  those  folks  at  Sears  haven't 
yet  figured  out  how  to  do  it.  ^M 


The  Punch. 


This  potent  combo  is  powered  by  a  Motorola  68000  microprocessor.  From  video  games  to 
computers,  the  world's  most  innovafive  products  are  powered  by  Motorola. 
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MOTOROLA 

Microprocessor  and  Memory  Technologies  Group 


It  looked  as  though  Detroit's  Stroh  Brewery  Co.  would 
become  the  latest  casualty  in  the  great  American  beer 
wars.  But  the  founder's  great-grandson  has  pulled  the 
company  through. 

Back  from 


thebHnk 


By  James  R-  Norman 


Stroh  Brewery  Co.  Chairman  Peter  W.  Stroh 

He  tried  to  do  too  much:  champagne  goals  on  a  beer  budget. 


R)R  Peter  W.  Stroll's  142-year-old, 
family-owned  Stroh  Brewery  Co.,  ten 
years  ago  it  was  either  grow  or  go.  So 
with  just  $100  million  in  net  worth, 
Detroit-based  Stroh  borrowed  $500 
million  to  buy  Jos.  Schlitz  Brewing 
Co.  in  1982.  Stroh's  own  Detroit 
brewen,'  was  ancient,  and  it  needed 
Schlit/'s  newer  facilities  as  well  as  its 
added  volume.  But  then  Stroh  made 
two  serious  mistakes:  The  company 
wws  slow  to  close  the  old  Detroit 
plant,  thereby  losing  $100  million, 
M\d  it  spent  hea\ily  in  a  tailed  etfort  to 
make  the  aging  Stroh  label  a  premium 
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national  brand. 

It  didn't  work,  because  Stroh  was 
\'astly  outspent  by  giant  rivals  An 
heuser  lUisch  and  Miller.  Stroh\s  Old 
Milwaukee,  Schlitz,  Schacfer  and  oth- 
er beers  continued  to  lose  market 
share,  dropping  from  13%  in  1983  to 
a  low  of  7.6%  in  1991. 

When  Australian  wheeler  dealer 
.\lan  Bond  made  a  pass  at  the  compa 
ny  in  1987,  after  buying  G.  Heileman 
Brewing  Co.  for  $1.3  billion,  Stroh 
turned  up  its  nose.  But  then  alumi 
num  mk\  other  raw  material  ct)sts  ran 
up  taster  than  beer  prices  in  the  late 


1980s.  Plus,  a  family  commitment  to 
develop  an  old  Detroit  riverfront  in- 
dustrial site  squeezed  Stroh  for  cash, 
which  will  ultimately  mean  around  a 
$100  million  loss. 

When  the  company  responded  bv 
cutting  advertising  and  promotion, 
angr\'  wholesalers  shitted  to  rival 
brands.  Sales  plunged.  Stroh  tried  to 
arrange  a  merger  with  Coors,  but  the 
Golden,  Colo,  brewer  backed  away. 

It  looked  like  the  end  of  the  line. 
But  suddenly  things  are  looking  up 
for  the  still  SI  billion  (sales)  private 
compauN'.  Last  year  Stroh  got  a  wind- 
fall. It  sold  its  roughly  one-third  inter- 
est in  a  Spanish  brcwer\'  for  S335 
million,  paying  otf  all  the  remaining 
Schlitz  debt.  "We've  been  through  a 
ven,'  ditTicult  period,"  admits  a  hum- 
bled chairman,  Peter  Stroh,  now  64. 
"We  tried  to  do  too  much." 

Best  of  all,  lately  the  old  Stroh  and 
Schlitz  brands  are  rebounding.  No 
myster\'  why:  With  its  balance  sheet 
strengthened,  Stroh  has  more  leeway 
to  cut  prices.  It  again  offers  bonus 
packs  that  contain  15  cans  of  Stroh's 
beer  for  the  price  of  12.  The  Stroh 
label  was  up  6%  in  volume  last  year, 
despite  a  roughly  2%  industn-  decline. 
Meanwhile,  the  nation's  top  beer 
brands — Anheuser-Busch's  Bud- 
weiser  and  Philip  Morris'  Miller 
Lite — saw  5%  and  4%  \olume  drops 
respecti\ely  last  year  as  consumers 
shifted  down  from  premium-price 
brews.  In  this  year's  first  quarter, 
Stroh's  oxerall  beer  \olume  is  up 
1 .5% — the  first  rise  in  si.\  years — com- 
pared with  a  2.9%  industn-  rise. 

Despite  the  price  cuts,  Stroh  has 
remained  protitable,  earning  S60  mil- 
lion from  operations  last  year.  Now 
Peter  Stroh  is  able  to  resume  investing 
in  ad\ertising  and  pn^notiiMi,  spend- 
ing o\er  $150  millicMi  this  year,  up 
from  a  low  of  SI  15  million  in  1990. 

Haxing  brought  his  great  grand- 
father's ctimpany  back  tVom  the  brink, 
Peter  Stroh  is  looking  to  buy  rather 
than  sell,  l.ikelv  candidates  among  the 
sunivinn  smaller  brewers  are  crcdi- 
tor-owned  Heileman  and  privately 
held  Pabst  Brewing  Co.  Neither  is 
curreiul)  tor  sale,  but  that  could 
change.  One  thing  Stroh  won't  do  is 
lea\e  the  ci>mpany  loaded  with  debt. 

"It  we  had  it  to  do  again,"  he  sighs, 
''I'd  tbcus  single  niindedly  on  getting 
the  debt  paid."  Hi 
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A  promise  not  to  tell  who  really  picked  out  the  prom  corsage. 


.  promise  to  keep  the  dreaded  Aunt  Edna  irom  checking  in  when  I'm  away  on  business. 


A  promise  to  make  things  easier  ror  you  than  they  were  f< 


or  me. 


Nothing  binds  us  one  to  tne  otner  like  a  promise  kept.  Nothing  divides  us  like  a  promise  Nroken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  tlie  families  antl  l>usiiicssc>;  tlial  rely  on  us  can  keep  tlieirs. 
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MassMutuaT 

we  help  yoii  keep  your  promises. 


Where  will  your  businej 

More  to  the  point,  whei 
your  business  tomorrow? 


The  first  answer  is  on  your  calendar,  of  course. 

The  second  answer  is  more  elusive,  perhaps. 

K  you're  running  a  major  corporation,  you're  trying 
to  work  out  your  corporate  strategies  in  the  face  of  an 
uncertain  economy,  intensified  competition,  changing 
consumer  attitudes,  shifting  fiscal  policies  and  capri- 
cious financial  resources. 

And  the  more  global  your  corporate  perspective 
is,  the  harder  it  has  to  be  to  shape  future  plans  as  the 
world's  political,  economic  and  sociological  orders 
convulse. 

Inevitably,  decision-making  at  the  top  still  depends 
in  a  large  measure  on  what  you  yourself  see  and  hear 
and  understand.  That  suggests  that  one  of  the  ways 
executives  try  to  find  tomorrow's  directions  is  to  get 
out  there,  see  things  with  their  own  eyes,  and  become 
involved  face-to-face  with  real-time  situations  and 
real,  live  people  whose  input  they  want  and  need. 

So  if  you're  doing  that,  great. 


K  you're  doing  it  with  a  company  airplane,  that's 
even  better 

^u  know  from  experience  how  much  more  you 
can  accomplish  by  using  your  own  corporate  aircraft 
instead  of  the  airlines.  \bu  know  how  it  helps  you 
make  the  best  use  you  can  of  two  things  you  never 
seem  to  have  enough  of-your  ♦ime  and  energies. 

And  maybe-just  maybe-you  also  know  that 
your  travel  requirements  are  outgrowing  your 
present  airplane.  It  happens. 

If  it's  happening  to  you,  let's  get  together  and  at 
least  talk  about  the  Gulf  stream  IV 

We  know  the  Gulfstream  FV  isn't  the  appropriate 
airplane  for  every  organization. 

It  is,  after  all,  a  business  jet  with  a  well-deserved 
reputation  for  being  the  finest  aircraft  of  its  type.  It 
has  a  combination  of  range,  speed,  size  and  flight 
management  technology  that  results  in  operating 


ike  you  today? 
0  you  plan  to  take 


i  capabilities  you  find  only  in  the  newest  generation  of 
i  airliners.  And  we  can't  hide  the  fact  that  owning  one 
takes  a  substantial  investment. 

But  for  corporations-and  governments,  too-that 
want  or  need  the  performance  the  Gulfstream  IV 
puts  at  their  disposal,  this  amazing  airplane  can 
return  significant  dividends  in  terms  of  its  versatility 
and  productivity 

Consider  your  own  situation. 

When  you  need  to  go  to  different  continents,  the 
Gulfstream  IV  can  take  you  and  your  key  executives 
nearly  5,000  miles  non-stop  in  about  9  hours.  Global 
access  with  uncompromised  timeliness,  convenience 
and  security  is  a  Gulfstream  tradition. 

When  you  need  to  go  to  places  where  airlines  don't 
go  often  or  at  all,  the  Gulfstream  IV  can  take  you  to 
several  in  a  single  day  and  still  get  you  home  in  time 
for  supper. 

It's  like  having  two  airplanes  in  one. 


And  however  you  use  it,  the  Gulfstream  FV  brings 
unequalled  passenger  comfort,  engine  reliability  and 
systems  dependability  to  every  trip  it  flies. 

K  you've  come  this  far  with  us,  you  have  to  be  the 
kind  of  executive  that  doesn't  overlook  any  opportu- 
nity to  improve  your  company's  chances  of  being  and 
staying  a  major  player. 

So  take  us  up  on  our  invitation  to  talk  about  the 
Gulfstream  IV  Better  still,  let  us  take  you  and  your 
key  executives  on  a  full  scale  business  trip  you  have 
to  make  somewhere,  at  home  or  abroad.  Robert  H. 
Cooper,  Senior  Vice  President,  Gulfstream  Marketing, 
would  be  delighted  to  discuss  the  idea  with  you,  and 
he's  easy  to  get  in  touch  with  at  (912)  964-3234. 

\bu  see,  we  think  just  like  you  do. 

When  it  comes  to  a  decision  about  the 
Gulfstream  IV,  nothing  takes  the  place  of    ^^ 
being  there  and  seeing  things  for  yourself.   ^^Jm^JSJ? 


snw^ 


The  GulfsTOam  IV 


Uncommonly  versatile, 
uncommonly  productive. 
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Looking  for  a  foreign  partner  in  a  U.S.  project? 
Have  you  considered  a  Brazilian  lately? 

The  Brazilians 
are  coming! 


By  Joel  Millman 

Many  of  Brazil's  multinational  cor- 
porations are  sitting  on  mountains  of 
cash.  They  are  also  desperate  to  escape 
Brazil's  chaotic  economy  and  eager  to 
gain  production  and  marketing  expe- 
rience in  advanced  economies.  In- 
creasingly diey  are  satisfying  both 
goals  by  investing  in  the  U.S.  After 


running  at  levels  of  $20  million  to 
$50  million  a  year  during  the  1980s, 
direct  Brazilian  investment  in  the 
U.S.  hit  $104  million  in  1990  and 
almost  $150  million  last  year.  It  is 
likely  to  hit  the  same  level  this  year. 

Sao  Paulo- based  Metal  Leve,  S.A.  is 
a  good  example  of  why  Brazilian  busi- 


Metal  leve  louiuler  ,los(^  Miiicilin 

Peddling  pistons  from  Sao  Paulo  to  Ann  Arbor. 


ncssmen  are  investing  in  the  U.S. 
Metal  Leve  is  a  world  leader  in  pro- 
ducing parts  for  diesel  engines — pis- 
tons, bearings  and  machine  tools.  In 
Brazil  its  6,000  employees  produce 
parts  for  customers  from  50  coun- 
tries— everyone  from  Saab-Scania 
and  Volvo  of  Sweden  to  Mack  Trucks, 
Caterpillar  and  John  Deere  in  the 
U.S.  Metal  Leve's  sales  reached  S500 
million  in  1990,  its  best  year. 

In  1988  Metal  Leve  made  its  first 
investments  in  the  U.S. — S14  million 
for  a  research  and  testing  lab  in  Ann 
Arbor,  Mich,  and  a  piston  plant  in 
Orangeburg,  S.C.  In  1990,  along 
with  a  German  partner,  it  bought  a 
second  plant,  to  produce  bearings,  in 
Greensburg,  Ind.  This  year  Metal 
Leve  added  a  third  plant,  to  make 
pistons,  in  Sumter,  S.C.  From  16 
employees  in  1988,  Metal  Leve  now 
has  grown  to  nearly  400  here.  Only 
10  are  Brazilian,  the  rest  ^Americans. 

Metal  Leve  pays  its  U.S.  workers 
about  five  times  as  much  (including 
benefits)  as  it  pays  its  employees  in 
Brazil.  But  it  gets  more,  too.  Metal 
Leve's  hottest  new  product  is  an  artic- 
ulated piston,  made  to  meet  the  U.S. 
diesel-emission  levels  that  will  be  the 
EPA  standard  by  1994.  The  piston  was 
designed  and  tested  in  the  Ann  .Arbor 
lab,  and  manufactured  in  the  new 
.South  Carolina  plant.  One  reason  the 
new  piston  is  selling  so  well  is  that 
Metal  Leve  can  deli\  er  it  to  customers 
much  faster  and  more  reliably  than  it 
could  if  the  pistons  were  produced 
6,000  miles  away  in  Brazil.  Says  lose 
Mindlin,  Metal  Leve's  founder  and 
chief  executive:  "With  our  U.S.  oper- 
ations, we  can  now  otVer  the  just-in- 
time  deliven*'  customers  want." 

Or  consider  Petropar,  S..\.  Based  in 
the  southern  Brazilian  cin  of  Porto 
Alegre,  Petrt)par  is  a  $250  million 
( revenues)  soybeans- to- pctixxhcmi- 
cals  to  textiles  conglomerate  built  by 
Beijing  born  SheunMing  Ling,  l^st 
OctiUxT  Petropar  invested  SIO  mil- 
lion to  build  a  plant  in  NUxiresville, 
N.C\  to  make  liners  for  disposable 
diapers.  (The  plant  operates  under 
the  name  Atlas  Corj-t.)  "Phe  liner  tech- 
nologv — spun  fibers  thermal  bonded 
\nio  a  fabric — is  available  in  Brazil. 
Rut  like  Metal  I. eve,  Petrc>par  wanted 
to  be  cKxse  to  its  big  .American  cus- 
tomers, textile  ci>n\erters  like  Hancs 
Convertinu  and  Ixnnxl  Industries, 
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Petropar's  Winston  Ling  (left)  and  colleagues  in  North  Carolina 
A  Brazilian  shortage:  strong  managers. 


then  branch  out  to  the  more  lucrative 
disposable  diaper  makers  like  Procter 
&  Gamble  and  Weyerhaeuser.  It  also 
wanted  access  to  the  great  pool  of 
experienced  managers,  a  commodity 
in  short  supply  back  home. 

"In  Brazil,  high-level  management 


specializes  in  lobbying  and  dealing 
with  hyperinflation,"  says  Winston 
Ling,  the  son  of  Petropar's  founder. 
"Everybody  is  an  expert  on  taxes,  but 
experts  in  marketing  or  production 
aren't  so  available  in  Brazil.  They  are 
available  here  [in  the  U.S.]."  To  run 


its  new  plant,  Petropar  recruited  lohn 
Sumner,  a  former  vice  president  for 
surgical  products  in  Kimberly-Clark's 
health  care  division. 

Sao  Paulo's  Toga  Embalagens  is 
Brazil's  biggest  maker  of  food  pack- 
aging. In  1989  Toga  entered  a  joint 
venture  to  produce  flexible  packag- 
ing, like  candy  wrappers,  with  Br\'ce 
Corp.,  of  Memphis,  Tenn.  Bryce  pro- 
vides packaging  for  such  customers  as 
Hershcy  and  the  Planters  division  of 
RJR  Nabisco,  customers  Toga  wanted 
to  reach  and  now  does  through  the 
joint  venture  with  Bryce. 

What  was  in  it  for  Bryce?  The 
American  firm  needed  Toga's  packag- 
ing skills  and  machinery  to  extend  its 
product  lines  into  higher-value  areas 
like  chocolate  bars  and  frozen  foods. 
Toga  also  contributed  40%  of  the  S 1 0 
million  in  capital  to  the  venture. 

Bryce  Corp.'s  John  Bryce,  who 
now  heads  the  joint  venture,  is  im- 
pressed with  his  new  partners.  "These 
guys  [Toga]  are  not  Third  World, 
they  are  world  class,"  says  Bryce. 
"Toga  represented  someone  who 
could  come  to  us  with  technolog)' 
a«rf  capital."  P^xpect  more  Brazilians 
carrying  those  calling  cards.  Hi 
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The  Los  Angeles  riots,  repudiated  as  "totally  unjustified" 
by  58%  of  blacks  polled,  were  collectivized  and 
romanticized  by  the  President  of  the  U.S. 

The  road 
to  barbarism 


1  BY  THOMAS  SOWELL 
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Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


The  Los  Angeles  riots  were  not  only 
a  shock  and  heartbreaking  in  them- 
selves, they  were  like  a  milestone  on 
the  road  to  barbarism. 

Mob  violence  has  always  been  a 
horror,  both  for  the  suffering  it  causes 
and  for  the  chilling  glimpse  it  gives 
into  the  abyss  of  human  madness  and 
savagery.  What  made  the  Los  Angeles 
riots  more  ominous  than  most  was 
not  only  their  scale — the  bloodiest 
rioting  in  America  in  this  century — 
but  also  the  dangerous  decline  in 
standards  and  the  fatal  flaws  in  our 
institutions  that  were  revealed. 

Mob  psychology  extended  far  be- 
yond the  mobs  in  the  streets,  and 
encompassed  those  with  pretensions 
to  enlightenment  and  even  "leader- 
ship." Perhaps  nothing  so  epitomized 
this  as  the  publication  of  the  names, 
localities  and  employers  of  the  indi- 
vidual members  of  the  Simi  Valley 
jury — not  by  a  supermarket  tabloid, 
but  by  the  Nov  York  Times. 

The  riots,  repudiated  as  "totally 
unjustified"  by  58%  of  blacks  polled, 
were  collectivizx'd  and  romanticized 
by  the  word  "uprising,"  and  rational- 
ized by  the  word  "hopelessness" — 
not  by  a  rabble-rouser  on  a  st)apbox. 


but  by  the  President  of  the  U.S.  on 
nationwide  television. 

The  media,  so  quick  and  so  shrill  in 
its  proclamations  of  "the  public's 
right  to  know,"  apparently  did  not 
think  that  this  right  extended  to  see- 
ing all  of  the  Rodney  King  videotape, 
from  which  it  endlessly  showed  part. 

Unrestrained  visceral  reactions  to 
this  one  jury  verdict  and  its  aftermath 
by  people  who  should  know  better 
can  undermine  the  integrity  of  the 
whole  legal  system.  Already  the  man- 
slaughter conviction  of  a  white  police- 
man who  killed  a  black  man  in  Florida 
has  been  overturned,  on  grounds  that 
the  jury  that  convicted  him  did  so  out 
of  fear  of  a  riot  if  they  acquitted. 

Whether  or  not  that  is  what  hap- 
pened, will  ftiture  juries  in  similar  cases 
not  feel  such  influences,  given  the  enor- 
mous pressures  fi"om  many  sources,  to 
reach  the  verdict  that  others  expect, 
rather  than  the  verdict  that  their  own 
reading  of  the  evidence  would  indicate.^ 
And  will  not  appellate  courts  ha\'e  to 
review  such  cases  widi  this  implicit  jur\' 
tampering  in  mind,  witli  judicial  sec- 
ond-guessings  of  jury  psychology'  add- 
ing still  more  uncertainty  to  an  already 
chaotic  legal  system? 

Law  enforcement  (or  non-enforce- 
ment) during  the  riots  shows  the  fatal 
consequences  of  a  politically  charged 
atmosphere,  in  which  dccisi\e  police 
action  is  virtually  impossible.  Half- 
hearted law  enforcement  during  a  riot 
jeopardizes  everybody's  safety. 

After  Chicago  Mayor  Richard  J.  Da- 
ley issued  his  much  denounced  "shoot 
to  kill"  order  to  his  police  during  the 
1968  riots,  the  total  number  of  deaths 
was:  Zero.  Not  one  member  of  the 
public,  no  policeman  and  no  rioter  was 
actually  killed.  An  order  like  that  takes  a 
lot  of  the  ftm  out  of  rioting.  But  it  also 


takes  guts  to  issue. 

Today,  our  "kinder  and  gender" 
leaders  at  all  levels  of  government 
rush  to  get  on  television  to  express 
how  much  they  "understand"  the 
"rage,"  how  much  they  understand 
the  "root  causes"  of  violence.  Mean- 
while, they  wring  their  hands  before 
sending  in  enough  cops  or  troops. 

More  than  50  human  beings  have 
paid  with  their  lives  for  this  kinder  and 
gender  image  of  law  enforcement. 

Whatever  the  merits  or  demerits  of 
the  jury's  verdict  in  the  Rodney  King 
case — and  the  entire  tape  was  just  one 
piece  of  information  the  jury  had  that 
most  of  their  critics  did  not  have — it 
was,  after  all,  just  one  case.  A  societ)' 
of  fallible  human  beings  is  going  to 
make  wrong  decisions,  but  a  societ)' 
that  jettisons  both  standards  and 
sense  whenever  this  happens  puts  it- 
self in  far  more  danger  than  any  given 
decision  creates. 

More  than  half  the  black  popula- 
tion understood  this  well  enough  to 
call  the  riots  "totally  unjustified,"  but 
our  elites  are  still  enthralled  by  the 
"politically  correct"  mindset — and 
even  those  who  know  better,  like 
President  Bush,  go  along  to  get  along. 

As  Congress  and  the  White  House 
scrambled  to  throw  together  a  bipar- 
tisan package  of  money  and  govern- 
ment programs  for  Los  Angeles,  no 
one  seems  to  have  considered  wheth- 
er rewarding  riots  is  the  way  to  reduce 
the  incidence  of  future  riots.  Rabble- 
rousers  at  all  levels  have  long  been 
saying  that  playing  by  the  rules  gets 
you  nowhere,  but  raising  hell  gets  you 
federal  money. 

With  all  the  quiet  but  often  heroic 
eftbrts  being  put  forth  in  various  mi- 
norit>'  communities  to  do  something 
positive,  government  programs  dis- 
proportionateK'  subsidize  the  nega- 
ti\e.  Dedicated  educators  like  Mar\'a 
(x)llins  or  Jaime  Kscalantc  have  to 
struggle  to  get  money  to  help  those 
black  or  Hispanic  youngsters  who  are 
tning  to  make  something  of  them- 
selves and  be  positive  contributors  to 
society.  But  goNcrnment  social  pro- 
grams are  fatally  attracted  to  thc^c 
w  ho  are  antisocial. 

The  Los  Angeles  riots  were  more 
than  an  ugly  episixie.  They  revealed 
some  o\  the  moral  dr\-  rot  in  the 
ver>    foundations   of  contemporary 
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Incredibly  Credit  Suisse. 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 

We're  a  recognized  leader  in  the  world's  financial  nnarkets,  connbining 

vast  resources  with  the  discreet,  reliable  and  committed  service 

that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  highly 

rated  financial  strength  be  your  passport  to  stronger  global  finance. 
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EDITED  BY  FLEMING  MEEKS 


Retirees  Hip  Siege!  and  Abe  Kaminsky  started 
S&K  Famous  Brands  out  of  tine  back  of  Hip's 
Cadillac.  Over  100  stores  have  replaced 
the  Caddy,  but  the  company's  marketing 
philosophy  hasn't  changed  much. 

Eveiyday 
low  pHcing 


It  sounds  like  a  premise  for  a  situa- 
tion comedy.  I.J.  (Hip)  Siegel  retires 
from  the  small  chain  of  Richmond, 
Va.  supermarkets  he  founded  with  his 
brother  during  the  1930s.  Bored,  he 
rides  around  town  in  his  Cadillac  with 
his  72-year-old  brother-in-law,  Abe 
Kaminsky.  They  stop  in  at  little  mom- 
and-pop  haberdasheries,  making 
deals  for  overstocked  merchandise. 

At  one  store,  Mr.  Hip  and  Mr.  Kay, 
as  they're  known,  find  18  pairs  of 
men's  pants,  which  they  buy  for  about 
15  cents  on  the  retail  dollar.  At  the 
next  stop  they  sell  the  pants  for  a 
couple  of  dollars  over  their  cost  and 
come  away  with  three  dozen  shirts. 

Within  a  month  or  two,  the  Cadil- 
lac is  lugging  under  the  weight  of  the 
inventory,  and  Mr.  Hip  and  Mr.  Kay 
have  to  find  a  place  to  warehouse  their 
goods.  They  rent  a  former  thrift  shop 
on  Richmond's  Main  Street  for  $125 
a  month. 

That  was  1967.  Twenty- five  years 
later  the  company  they  started,  S&K 
Famous  Brands,  sold  $75  million 
worth  of  heavily  discounted  mens- 
wear — including  overstocked  mer- 
chandise from  Bloomingdale's,  Lord 
&  Taylor  and  the  May  Co. — from 
1 22  stores  in  2 1  states,  mostly  in  small 
markets  in  the  Southeast.  Headed  by 
Mr.  Hip's  son  Stuart  Siegel,  now  49, 
S&K  earned  $2.8  million,  or  $1.18  a 
share,  in  the  year  ended  January  1992. 
Mr.  Hip  and  Mr.  Kay  started  s&K 
Famous  Brands,  but  it  was  Stuart 
Siegel  who  turned  it  into  a  real  busi- 
ness. A  1965  education  graduate 
from  East  ('arolina  University,  Siegel 
spent  a  year  teaching  sixth  grade  in 
Greenville,  N.C.  before  returning  to 
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his  native  Richmond,  where  he  took  a 
job  with  a  local  real  estate  company, 
and  then  with  his  father  and  Ka- 
minsky. (Abe  Kaminsky  sold  out  in 
1969,  and  Hip  Siegel  died  in  1973.) 

"I  would  take  a  station  wagon  on 
Monday  morning  and  leave  town  and 
drive  south  into  North  Carohna," 
recalls  Siegel.  "I  would  come  back  on 
Thursday  evening  or  whenever  the 
station  wagon  filled,  whichever  came 
first.  And  we'd  have  that  merchandise 
for  the  weekend." 

As  the  business  grew,  Siegel  began 
traveling  farther  afield.  Flying  to 
Knoxville,  Tenn.,  say,  or  Adanta,  he 
would  rent  a  U-Haul  truck  and  drive 
back  to  Richmond,  making  dozens  of 
buying  stops  for  goods  on  the  way. 
Says  S&K  President  Donald  Colbert, 
who  started  at  s&K  as  a  part-time 
salesman  in  1970  while  still  in  college, 
"Everybody's  knees  would  be  knock- 
ing when  Stuart  went  into  the  market- 
place, because  we  knew  darned  well 
he  was  going  to  buy  more  than  we  had 
the  potential  to  sell." 

Replies  Siegel:  "If  we  got  over- 
stocked, we  would  just  open  another 
store." 

In  1975  a  defining  moment  arrived 
at  S&K  Famous  Brands.  A  suitmaker 
introduced  Siegel  to  a  merchandise 
manager  at  Saks  Fifth  Avenue  who 
offered  to  sell  him  3,500  suits. 

"He  was  talking  about  quantities  of 
merchandise  that  were  frightening  to 
me,"  recalls  Siegel.  So  he  played 
tough.  "I  told  him,  'Quantities  don't 
scare  me.'  " 

When  the  Saks  suits  arrived,  there 
was  no  room  for  them  in  the  stores. 
Siegel  and  Cxilbert  stacked  the  ward 


robe  boxes  up  in  s&k's  warehouse — 
regulars  on  the  bottom,  longs  on  the 
to^-) — cut  holes  in  the  front  of  the 
boxes  and  ran  full  page  ads  in  the 
local  papers  announcing  "Saks  Fifth 
Avenue  comes  to  Richmond."  But 
the  real  hook  was  that  s&K  was  selling 
the  suits  at  half  the  Saks  prices,  with 
the  price  tags  still  attached.  Even  at 
half  ort",  SicgePs  prices  still  rcpresent- 
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S&K  Famous  Brands 
Chairman  Stuart  Siegel 
"If  we  got  overstocked, 
we  would  just  open 
another  store." 


S&K  founder 
I.J.  (Hip)  Siegel 
Bored  after 
hanging  up  his 
grocer's  apron, 
he  started  buying 
and  selling 
clothes  out  of  the 
back  of  his  car. 
Soon  he  was  back 
in  business. 


ed  an  average  40%  markup  for  S&K. 

Within  a  week  three-quarters  of  the 
suits  were  gone.  Says  Siegel:  "The 
Saks  deal  really  gave  us  credibility." 
Deals  uith  other  big  retailers,  like 
Bloomingdale's  and  Lord  &  Taylor, 
quickly  followed. 

By  1983  S&K  had  13  stores.  That 
year  the  company  raised  $2.6  million 
bv  selling  13%  of  its  shares  to  the 
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public  at  S 10  apiece.  The  money  went 
straight  into  opening  new  stores  and 
expanding  distribution  facilities,  as 
did  another  54. 4  million  raised  in  a 
secondarv'  oft'ering  in  1989.  (Stuart 
Siegel  also  sold  shares  in  each  offer- 
ing. He  still  owns  33%  of  the  compa- 
ny, currently  worth  SI 3  million.) 

As  the  C()mpany  grew,  the  stores 
shed  their  otf-price  look.  Sales  are 


now  fully  refimdable.  Alterations  are 
done  in-house.  But  prices  are  still  25% 
to  50%  off  the  original  retailers' 
prices,  and  sometimes  more.  A  S450 
suit  from  Lord  &  Taylor  is  priced  at 
$279;  a  private-label  wool  suit  sells  for 
$150.  A  house  brand  100%  cotton 
button -down  oxford  cloth  shirt  sells 
for  less  than  $20;  silk  ties  fetch  be- 
tNveen  SIO  and  $25.  Merchandise  is 
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if  you're  considering  a  move  to  Windows "  and  find  yourself  confronted  with  a  ctioice  of  which 


software  applications  to  evaluate,  stop  for  a  moment.  And  imagine  a  suite  of  individually  outstanding 


Windows  applications.  Yet,  fully  integrated  to  make  sharing  information  between  them  easier 


There's  Lotus'  1-2-3^  Ami  Pror  Freelance  Graphics '  and  cc:Maii; '  a  spreadsheet,  a  word 


a  presentation  griaphics  program  and  an  electronic  mail  product.  All  in  one  package.  All  from  Lotus,  the 


software  company  that  understands  the  benefits  derived  from  people  and  applications  Working  Together. 


We  call  it  SmartSuitegMsausFeach  product  has  been  intelligently  designed  to  offer  the  ultimate  in  ease 


of  use,  integration  and  network  connectivity.  With  one  common  interface.  And  with  common  features 


like  our  revolutionary  Smartlcons "  that  give  you  easy  one-click  access  to  your  most  frequent  tasks.  So  if 
you're  ready  to  take  advantage  of  the  Windows  environment,  call  lotus  at  1-800-872-3387,  ext.  6770. 


After  all,  SmartSuite  allows  you  to  work  with  four  award-winning  products  that  work  together. 


For  less  than  the  price  you'd  expect  to  pay  for  two.  Which,  we  believe,  also  makes  it  a  very  smart  chpice^  .^ 

-   -  / 


<-  1997  Lotus  Di'vclopmenl  Curporalion  All  rights  reserved  Lotus  and  1-7  3  arc  registered  li|^H(ks  and  Ami  Pro.  Freelance  Graphics,  SmartSuile,  Smanlcons  and  Working  Together  are 
tradcniarks  ul  Lotus  Development  Corporation  Windows  is  a  trademark  ol  Microsoft  Corporalior^^^^l  is  a  trademark  ol  cc  Mail,  Inc  .  a  wholly-OMned  subsidiary  of  Lotus  Development  Corporation 
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about  equally  divided  among  retail- 
ers' overstock,  private-label  and 
brand -name  goods  purchased  directly 
from  manufacturers. 

To  promote  its  stores — clustered  in 
markets  like  Savannah,  Ga.,  Jackson, 
Miss,  and  Albany,  N.Y. — s&K  spends 
heavily  (about  6%  of  sales)  on  TV, 
typically  buying  twenty  30-second 
spots  a  week  during  local  and  network 
news,  44  weeks  a  year.  To  wring  the 
lowest  media  rates,  Siegel  commits  to 
a  full  year's  ad  spending  up  front.  Says 
s&k's  Colbert:  "Just  as  we  buy  mer- 
chandise on  an  advantageous  basis, 
we  buy  media  on  an  advantageous 
basis." 

Moving  into  direct  mail  marketing, 
s&K  is  developing  mailing  lists — now 
300,000  strong — which,  like  catalog- 
ers'  lists,  track  customer  preferences 
as  well  as  volume  and  frequency  of 
purchases.  Colbert  believes  the  ability 
to  target  existing  customers  for  spe- 
cial promotions  will  significantiy  cut 
advertising  costs  in  the  future. 

If  Siegel  and  Colbert  are  so  smart, 
why  isn't  the  stock  higher?  The  com- 
pany has  virtually  no  long-term  debt, 
save  a  $3  million  Industrial  Develop- 
ment Revenue  Bond  at  4.2%.  Yet,  at  a 
recent  stock  price  of  16%,  S&K  has  a 
market  value  of  just  $40  million,  about 
50%  of  sales  and  only  12  times  this 
year's  likely  earnings.  Higher-profile 
off-price  retailer  Filene's  Basement,  on 
the  other  hand,  recendy  fetched  20 
times  expected  earnings,  even  though 
its  shares  have  fallen  50%  over  the  last 
few  months. 

Kenneth  Gassman,  an  analyst  with 
Davenport  &  Co.  of  Virginia,  in 
Richmond,  thinks  s&k's  strategy  of 
sticking  to  secondary  markets  and  its 
small  float — just  2.4  million  shares  are 
outstanding,  45%  owned  by  insid- 
ers— have  held  the  stock  price  back. 
Nevertheless,  Gassman,  who  recently 
was  in  s&k  and  paid  $199  for  a  $569 
suit  that  came  from  Barneys  New 
York,  recommends  the  stock  as  well  as 
the  clothes. 

Stuart  Siegel  says  he  doesn't  spend  a 
lot  of  time  worr\'ing  about  Wall 
Street's  feeling  about  the  company. 
He  plans  to  open  about  20  stores  this 
year  and  is  in  the  thick  of  negotiations 
to  bring  more  brands  into  the  stores. 
"We'll  take  care  of  our  company,"  says 
Siegel,  "and  our  company  will  take 
care  of  us."  -P.M.  IB 


People  have  talked  for  years  of  building  big  chains  of 
funeral  parlors.  Raymond  Loewen  has  turned  talk  into 
action,  but  if  the  life  goes  out  of  his  stock  the  company 
could  be  in  trouble. 

Death  stock 


By  Seth  Lubove 

LoEW^N  Group  Inc.  is  a  lively  compa- 
ny in  the  death  business.  Headquar- 
tered in  Burnaby,  British  Columbia,  a 
suburb  of  Vancouver,  Lx)ewen  is  the 
second-largest  chain  of  funeral  homes 
in  North  America,  behind  Houston's 
Service  Corp.  International.  Of  the 
389  funeral  homes  Loewen  owns  and 


operates,  about  80%  are  in  the  U.S.; 
the  rest  are  spread  across  Canada.  The 
company  earned  nearly  S16  million 
(51  cents  a  share)  last  year  on  reve- 
nues of  SI  81  million. 

Founder  Raymond  Loewen's  for- 
tune is  to  die  for.  Since  first  offered  to 
the  public  in  1987  on  the  Toronto 


k 

i 


Loewen  Group  founder  Raymond  Loewen 
On  an  acquisKion  treadmill? 
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EFORE  YOU  FILL  THESE  OPENINGS,  INTERVIEW  SOME 
OUTSTANDING  CANDIDATES.  Selecting  the  right  vehicles  for 
your  company  can  involve  some  tough  decisions.  Fortunately,  ^4azda  has  all 

the  necessary  qualifications  to  meet  your  complex  fleet  needs.  Consider  the  all-new 

929  luxury  sedan,  the  exceptionally  well-appointed  626, 

and  the  roomy  Protege.  All  come  backed  by  an  out- 
standing 36-month/50,000-mile,  "bumper- to-bumper," 

no-deductible  warranty.*  Now,  combine  all  this  with 

an  established  reputation  for  quality,  performance,  and 

high  resale  value,  and  you  can  see  why  Mazda  sedans 

would  make  outstanding  additions  to  your  company. 

To  arrange  an  interview  at  your  earliest  convenience, 

call  Mazda  Operations  at  1-800-45-FLEET  today. 


*See  your  Ma:da  Dealer  for  limited-warranty  details. 
)  1991  Ma:da  Motor  of  America,  Inc. 


Mazda  929 


Mazda  626 


Mazda  Proiegi 


UP  &  COMERS 


Stock  Exchange,  Loewen's  shares 
have  jumped  sixfold,  to  a  recent  14V'2, 
or  26  times  earnings.  (Loewen's 
shares  are  traded  on  the  over-the- 
counter  market  in  the  U.S.)  Ray 
Loewen  and  his  wife,  Anne,  own  24% 
of  the  company's  33  million  shares, 
currendy  worth  some  $110  million. 

Loewen  inherited  his  way  into  the 
business.  His  father  ran  a  small  funeral 
parlor  in  Steinbach,  Manitoba,  but 
young  Loewen  had  loftier  ambitions. 
After  earning  a  degree  from  Briercrest 
Theological  College  in  Saskatchewan 
in  1961 ,  he  had  planned  to  go  into  the 
ministry.  But  shordy  after  he  finished 


years  later  he  decided  not  to  seek 
reelection,  and  he  began  to  dabble  in 
real  estate.  Then  the  property  market 
sputtered  and  Loewen  decided  to 
take  another  swing  at  building  a  fti- 
neral  home  chain. 

This  time  around  there  was  no  lack 
of  sellers.  In  the  U.S.,  Houston's  sci 
was  aggressively  buying  up  ftineral 
homes;  that  forced  many  Canadian 
parlor  owners  to  think  about  selling 
out.  Loewen's  phone  began  to  ring 
with  people  offering  him  deals. 

By  1987  Loewen  was  running  45 
parlors  and  was  beginning  to  get 
some  meaningftil  economies  of  scale 


A  Loewen  funeral  tiuiiie  in  Steinbach,  Manitoba 

Death  is  not  a  particularly  robust  business  ri^t  now. 


school,  his  father  became  ill  and 
Loewen  had  to  go  home  to  run  the 
business. 

Brimming  with  energy,  Loewen 
decided  to  create  a  chain  of  fijneral 
parlors  that  could  share  expenses  for 
such  things  as  hearses  and  body  prep- 
aration. But  he  couldn't  find  many 
parlors  for  sale,  and  economies  of 
scale  eluded  him.  Over  the  next  14 
years,  Loewen  acquired  only  seven 
undertaking  businesses,  all  in  Ontario 
and  British  Columbia. 

In  1975  Loewen  turned  over  man- 
agement of  the  business  to  one  of  his 
managers  and  ran  (successfully)  as  a 
conservative  (or  a  scat  in  British  Co- 
lumbia's provincial  legislature.  Four 


by  centralizing  purchasing  of  em- 
balming fluid,  coffins,  advertising  and 
other  essentials  of  his  trade.  In  many 
markets  he  was  also  able  to  raise  prices 
on  services  and  caskets.  Loewen's  rev- 
enue per  funeral  service,  for  example, 
increased  65%  over  the  last  four  years. 
With  sales  of  $14  million  and  earn- 
ings of  $786,000,  Loewen  was  able  to 
sell  10%  of  the  company  to  public 
investors  for  $4.6  million  in  1987.  He 
used  the  money  to  acquire  more  fu 
ncral  homes,  nu)stly  in  C'anada. 

Things  were  really  clicking.  The 
more  homes  he  bought,  the  taster 
sales  and  earnings  compounded,  the 
higher  Loewen  Croup's  sn)ck  rose, 
and  the  easier  it  was  to  raise  more 


money  to  buy  more  homes.  Since 
1987  Loewen  has  been  back  to  the 
equity  markets  six  times,  raising  S148 
million.  In  the  U.S.  alone  he  has 
acquired  over  300  fiineral  homes. 

Can  Loewen  keep  his  66%-a-year 
compounded  annual  sales  growth  go- 
ing indefinitely.'  No,  but  he's  giving  it 
a  good  try.  This  year  he  says  he'll 
spend  over  $80  million — financed 
largely  by  debt — on  acquisitions. 
"This  is  a  profession  that  has  really 
needed  some  leadership,"  boasts 
Loewen,  "and  I'm  honored  to  be  in 
that  position." 

Trouble  is,  death  is  not  a  particular- 
ly robust  business  right 
"~~^  now.  Death  rates  are  nearly 
flat,  and  lower-priced  cre- 
mations are  becoming  in- 
creasingly popular 
(Forbes,  May  11).  Mean- 
while, Loewen's  aggressive 
acquisition  strategy'  is  said 
to  be  driving  up  prices.  Yet, 
if  he  cuts  back,  earnings  will 
y.  slow  and  Loewen  Group's 
stock  will  likely  plunge. 
Good-bye,  cheap  capital. 

Last   year   Loewen    an- 
nounced that  he  intended 
to  acquire  Arbor  Capital, 
Inc.,  a  publicly  held  Cana- 
^     dian   fijneral   home   chain 
i     with  48  homes  and  45  cem- 
eteries,   for    around    $92 
million.        Unfortunately, 
Loewen  neglected  to  get 
the  okay  of  Arbor's  chair- 
man and  controlling  share- 
holder. As  Arbor  circled  its 
defenses,    Loewen    sheep- 
ishly withdrew  its  offer. 
When  asked  about  persistent  ru 
mors  in  the  ftineral  business  that  he's 
begun    to    overpay    for    properties, 
Loewen  gets  test)-.  "It's  all  shon  [sell- 
ers] propaganda,"  he  snaps. 

Perhaps.  But  Tony  Tsoi,  of  Toron- 
to's Sanwa  McC^arthy  Securities  Ltd., 
insists  he's  never  been  short  the  stock. 
Tsoi  makes  a  gcxxl  point  w  hen  he  saN's 
of  Loewen  Group:  "It's  a  circle  game. 
Acquisitions  feed  earnings,  which  in 
turn  pump  the  r  v  ratio,  kud  with  the 
high  P  F,  they  can  keep  selling  .stock 
to  make  nmre  acquisitions.  But  as 
soon  as  one  part  weakens,  the  w hole 
thing  collapses."  Were  that  to  hap- 
pen, Loewen  Grmip's  shareholders 
could  be  buried  alive.  ^ 
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We  send  all  of  our  customers  downhill  without  brakes. 

I 


t's  part  ot  what  makes  driving  a  Range 
Hover  unique. 

Beeause  on  a  precipitous  slope, 
a  Range  Rover's  remarkable  transmission 
can  eontrol  the  \ehiele  even  more  ettee- 
tively  than  its  remarkable  brakes. 

And  since  what  goes  down  must  first 
i,o  up,  a  Range  Rover's  permanent  tour- 
wheel  drive,  fully  articulated  suspension, 
and  spirited  3.9  liter  \'-S  engine  are 


designed  to  climb  such  slopes  with  equal 
ease. 

All  in  all  offering  you  capabilities  that 
far  exceed  those  of  anv  other  lu.xurv  car 


mikt 


Grange  rover 


on  or  off  the  road.  Including,  in  the  case  of 
the  Range  Rover  ('.«»unty,  the  luxury  of 
adxanced  anti-lock  brakes. 

So  why  not  call  1  .SOO-FINK  4\Vn  today 
for  the  dealer  nearest  your 

(iranted.  its  starting  price  of  just  under 
S39,()()()*  may  seem  a  bit  steep  to  some. 
But  then,  when  it  comes  to  tackling  the 
ups  and  downs  of  driving,  no  other  luxury 
vehicle  makes  the  grade  nearly  as  well. 


/A-' 


There  Are  Times  When  Faster 
Is  Decidedly  Better. 


Which  is  precisely  why  our  new  EP  9720  Pro  Series 


copier  was  created.  It  makes  quicK  work  of  even  the  nnost 


monstrous  copying  jobs. 


First  off.  it  turns  out  a  rapid  7 1  copies  per  minute,  even 


with  legal-size  documents.  And  it's  as  efficient  as  it  is  fast. 


With  standard  features  like  a  20-bin  stapler/sorter 


that  produces  finished  sets  in  a  flash. 


And  a  unique  feeder  design  that  lets  you  copy  contin- 


uous computer  forms  without  separating  them. 


Not  to  mention  Minolta's  remarkable  S.M.A.R.T.  sys- 


tem, which  automatically  reports  copy  counts  and  sched- 


ules preventive  maintenance  via  a  direct  link  to  your 


dealer's  service  department. 


Sure,  there  are  other  ways  to  make  copies.  But  if 


speed  is  of  the  essence,  we  strongly  suggest  that  you  call 


1-800-9-MINOLTA.  Pronto. 


PRO  SERIES  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


A  significant  new  environmentalist  tract  raises  the 
specter  of  a  horrible  future  for  mankind.  It  seems 
intended  to  frighten  us  into  adopting  an  approach 
that  has  already  miserably  failed. 

The  ghosts 
of  Christmas 
yet  to  come 


By  James  Cook 

Great  historical  events,  Karl  Marx 
once  maintained,  occur  twice,  the 
first  time  as  tragedy,  the  second  time 
as  farce.  The  same  pattern  now  seems 
to  be  occurring  with  socialism.  Hav- 
ing almost  universally  failed  as  eco- 
nomics, socialism  is  surfacing  again, 
this  time  as  environmentaUsm. 

By  and  large,  an  anticapitalist  if  not 
overtly  socialist  agenda  has  been  a 
subtext  of  the  environmental  move- 
ment for  nearly  four  decades  now. 
And  it  still  is.  In  April,  on  the  eve  of 
the  United  Nations'  Earth  Summit 
meeting  in  Rio  de  Janeiro,  an  obscure 
alternative  press  in  Vermont  issued 
what  could  well  be  the  Environmen- 
talist Manifesto  of  the  Nineties.  The 
publisher  is  Chelsea  Green  Publish- 
ing. The  book.  Beyond  the  Limits 
($19.95),  a  work  that  weds  the  anti- 
capitalist  bias  of  a  Barry  Commoner 
with  the  holistic  aspirations  of  the 
New  Age  movement. 

Here  are  some  assertions  that  catch 
the  spirit  of  the  book:  "People  don't 
need  enormous  cars  .  .  .  closetsfi.il  of 
clothes  .  .  .  electronic  entertain- 

ment." In  the  place  of  these  material 
artifacts,  Beyond  the  Limits  would 
substitute  "identity',  community', 
challenge,  acknowledgment,  lo\e, 
joy."  It  urges  people  to  trade  in  their 
gas-guzzlers  for  love,  their  boob 
tubes  fi)r  joy. 

But  Beyond  the  Limitsis  no  muddle 


headed  New  Age  tract.  It  is  a  direct 
offspring  of  the  famous  1972  best- 
seller The  Limits  to  Growth,  a  Report 
for  the  Club  of  Rome's  Project  on  the 
Predicament  of  Mankind.  The  club's 
report  lifted  environmental  concerns 
to  an  international  and  global  level, 
riveting  for  a  time  the  attention  of 
statesmen,  academics  and  the  man  in 
the  street. 

The  sequel  no  longer  bears  the 
club's  imprimatur,  but  it  lists  three  of 
the  original  researchers  as  authors — 
computer- modeling  experts  Donella 
and  Dennis  Meadows  and  Jorgcn 
Randers,  a  Norwegian  policy  analyst. 
In  their  sequel  the  three  admit  they 
were  wrong  in  asserting  that  econom- 
ic growth  would  end  because  of  a 
shortage  of  raw  materials.  They  con- 
cede that  human  ingenuit)'  had  post- 
poned that  particular  doomsday.  This 
time  they  put  more  emphasis  on  envi- 
ronmental damage  as  the  ultimate 
inhibitor  of  economic  growth. 

Like  its  predecessor.  Beyond  the 
Limits  plays  ofi'  a  computer  model 
called  Worlds,  designed  by  an  Mir 
economist,  Jay  Forrester.  The  model 
is  used  to  project  the  world's  econom 
ic  and  societal  prospects  over  the  next 
hundred  years  under  a  number  of 
difierent  scenarios. 

No  surprise  abt)ut  the  conclusion. 
Most  of  the  WorkL^  sccnant)s  result  in 
what  the  authors  call  oversho(n.  I'he 


world  exceeds  the  limits  the  earth 
imposes  on  expansion — food,  re- 
sources, pollution — and  the  result  is 
collapse:  a  rapid  and  uncontrollable 
decline  in  both  population  and  indus- 
trial output. 

In  its  most  severe  manifestation  (see 
top  chart,  p.  95),  world  industrial  out- 
put seems  to  drop  over  60%  in  only  40 
years,  beginning  midway  through  the 
next  centun,',  and  population  drops 
by  as  much  as  50%.  More  than  4.5 
billion  people  die,  nearly  as  many  as 
populate  the  planet  today. 

This  is  a  really  scar)'  projection, 
because  it  says  that  however  hard  the 
human  race  works  to  keep  growth 
going,  it  can  only  postpone,  not  avert, 
the  disaster  that  lies  ahead.  Suppose 
we  do  all  the  right  things — double  the 
resource  base,  reduce  pollution,  con- 
serve, increasr  agricultural  xields  and 
use  resources  more  efficiendy.  "The 
result  is  ftirther  population  and  capital 


Deforestation  in 
Haiti 

Don't  blame  cap- 
italistic develop- 
ment for  this 
ecological  waste- 
land. Haiti  never 
had  capitalism. 
Robbed  of 
growth  by  repres- 
sive political  re- 
gimes, the  Hai- 
tians destroyed 
their  environment 
in  a  brutish 
struggle  to  su^ 
Vive.  Small  won- 
der many  Third 
Worlders  worry 
that  the  costs  of 
limiting  growth 
will  fall  mainly  on 
them. 
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I  L^routh,  which  leads  to  a  crisis  not  in 
resources,  pollution  or  land,  but  in  all 
rhree  at  once." 

Is  there  no  hope?  Only  if  the  world 
curbs  its  population  growth,  reduces 
emissions,  and  shifts  from  finite  to 
renewable  resources.  And  right  now. 
Even  then,  disaster  may  only  drop 
below  the  hundred-year  horizon  of 
the  Worlds  model. 

The  original  Limits  to  Growth  ap- 
peared at  the  height  of  the  oil  crisis  of 
the  Seventies,  when  for  a  time  events 
seemed  to  confirm  the  book's  conten 
tion  that  the  world  was  rapidly  run- 
ning out  of  resources.  The  fact  is  that 
nobody  v^as  running  out  of  amthing. 
Even  economists  forgot  that  you  only 
run  out  of  things  at  a  price,  and  as 
prices  went  through  the  roof,  supply 
and  demand  came  back  into  balance. 
The  industrial  world  applied  its  intel- 
ligence to  the  problem — technologx', 
efficiency,  conser\'ation,  substitution. 


downsizing — and  found  ways  to  do 
more  and  more  with  less  and  less.  And 
far  from  pricing  resources  out  of  the 
market,  prices  steadily  fell. 

The  specter  of  universal  starxation 
promoted  by  biologist  Paul  Ehrlich 
pro\ed  to  be  just  that — a  specter,  an 
illusion.  Not  only  could  the  world 
produce  enough  to  feed  itself,  but  it 
could  do  so  despite  steady  increases  in 
population.  Where  people  proved  un- 
able to  feed  themselves,  it  was  usually 
because  of  socialist  experiments  (as  in 
Ethiopia)  or  a  misguided  London 
School  of  Economics-st>'le  agricul- 
tural policy  (as  in  Zambia). 

In  short,  it  wasn't  under  capitalism 
that  the  theon'  of  Malthus  held  true 
but  under  the  economics  of  Lenin  and 
the  London  School  of  Economics. 

Except  perhaps  in. American  uni- 
versities, socialism  was  thoroughly 
discredited,  as  was  the  doomsday  the- 
ory of  economic  growth.  Meanwhile, 


a  powerful  movement  was  getting 
under  way.  Environmentalism  was 
absorbed  into  the  common  culture. 
More  and  more  people  became  com- 
mitted— in  theor\'  at  least — to  pursu- 
ing an  environmentally  correct  lifc- 
st\'le  and  to  eating  nutritionally  cor- 
rect foods,  engaging  in  aerobically 
correct  exercise  or  thinking  politically 
correct  thoughts.  The  ven^  word  envi- 
ronment and  its  permutations  were 
intoned  with  ax^e  like  a  mantra,  by 
environmentalists  and  corporations, 
by  Madison  Avenue  pitchmen  and  the 
man  in  the  street,  often  with  the 
fervor  of  a  fijndamentalist  preacher 
threatening  hellfire  or  with  the  rever- 
ence of  an  early  Christian  tracing  fish 
shapes  in  the  sand. 

Environmentalism  was  a  mission 
whose  time  had  come.  In  an  increas- 
ingly fractured  if  not  exacdy  alienated 
society,  the  environmental  move- 
ment offered  the  sense  of  community' 
that  in  an  earlier  time  had 

1"^^^"  been  provided  by  the 
church,  the  lodge  or  the 
volunteer  fire  department. 
Only  now  the  community' 
was  global,  not  local,  and 
the  informing  impulse  was 
if  not  transcendental  at  least 
cosmic.  Faith  replaced 
fact — global  warming 

couldn't  be  proved,  but  it 
must  be  true. 

In  the  20  years  since  the 
Club  of  Rome  and  Jay  For- 
rester sur\eyed  the  shape  of 
things  to  come  and  saw  the 
^jttfk  F)ay  of  Judgment  impend- 
^HH  ing,  the  scope  of  environ- 
^^  1  mental  concern  had  ex- 
panded enormously.  The 
concern  was  doing  some 
good:  The  industrial  world 
made  considerable  pro- 
gress in  cleaning  up  earth, 
air  and  water.  Yet  the  more 
progress  was  made,  the 
more  areas  the  environ- 
mentalists kept  finding  that 
needed  to  be  cleaned  up. 

New  causes  emerged. 
The  rain  forests.  The  drift 
nets.  Stop  beachfront  de- 
velopment. Save  the  red 
cockaded  wo(xlpecker,  the 
snail  darter,  the  American 
crocodile.  Whether  global 
warming   had   begun   was 
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questionable,  certainly  its  causes 
were,  but  there  was  little  doubt  that 
the  ozone  layer  was  dissipating  at 
the  poles. 

The  world's  environmental  prob- 
lems were  real,  and  could  not  and 
should  not  be  ignored. 

But  how  did  this  genuine  concern 
translate  into  anticapitalism.>  Because 
many  environmentalists  turned  the 
benefits  of  capitalism  on  their  head. 
Capitalism  was  so  economically  pro- 
ductive that  it  converted  the  growth 
in  population  and  industrial  output 
ft"om  a  linear  process  to  an  exponen- 
tial one — from  one  in  which  growth 
proceeded  by  more  or  less  regu- 
lar amounts  every  year  to  one  in 
which  it  doubled  and  tripled. 
The  result,  as  Beyond  the  Limits 
points  out,  was  a  widening  as- 
sault on  the  environment,  cor- 
rupting  not   only   the   natural 
world  but  the  souls  of  men. 

To  make  its  point.  Beyond  the 
Limits  revisits  the  industrial  rev- 
olution in  Britain  and  the  conse- 
quent draining  of  labor  from  the 
countryside  into  the  satanic 
mills  of  Manchester  and  Leeds. 
"The  standard  of  living  for  most 
people  in  the  industrial  work 
force  was  far  below  that  of  a 
yeoman  farmer,"  the  authors  ar- 
gue, and  then  add  idiotically: 
"But  work  in  a  factory  was  better 
than  starving  on  the  crowded 
land."  As  though  hunger  and 
not  the  promise  of  a  better  life 
pulled  so  many  peasants  away 
from  the  plow  and  into  cities. 

The  fact  is  that  Beyond  the 
Limits  and  most  environmental 
commentators  give  short  shrift 
to  what  has  been  one  of  the  prime 
achievements  of  a  capitalist  society: 
die  promise  of  a  richer,  fiiller,  freer, 
even  happier  life  for  untold  millions 
who  would  otherwise  have  lived  out 
dieir  lives  in  mindless  drudgery,  little 
better  off  than  the  animals  they  over- 
worked. 

Bet^veen  1970  and  1985  the  per 
centage  of  people  living  in  povert)'  in 
developing  countries  dropped  from 
52%  to  44%.  This  was  not  in  spite  of 
industrialization.  It  was  because  of 
industrialization. 

How  do  the  cnviro  socialists  deal 
with  this  hard,  incontestable  and  opti 
mistic  fact  about  capitalism?  By  drag- 


ging a  red  herring  into  the  argu- 
ment— income  distribution.  In  pull- 
ing hundreds  of  millions  of  people  out 
of  abject  poverty,  capitalist  industrial- 
ization has  made  them  better  off  than 
their  left-behind  neighbors.  And  this 
disparity,  its  critics  say,  is  unjust  and 
unfair,  and  who  in  good  conscience 
could  support  such  a  system? 

So  there  are  the  sins  of  capitalism 
and  industrialization:  increased  pop- 
ulation, a  gready  improved  life  for 
some  but  not  for  all,  and  environmen- 
tal damage. 

To  avoid  an  eventual  collapse,  says 
Beyond  the  Limits,  society  must  aban- 


The  way  we  are 


If  present  patterns  prevail,  WorldS  says 
that  by  2040  the  world's  output  and 
population  will  begin  to  decline. 


don  "the  social  norms,  goals,  incen- 
tives and  costs  that  cause  people  to 
want  more  than  a  replacement  num- 
ber of  children  .  .  .  that  maldistribute 
income  and  wealth,  that  make  people 
see  themselves  primarily  as  consumers 
and  producers,  that  associate  social 
status,  with  material  accumulation, 
and  that  define  human  growth  in 
terms  of  getting  more  rather  than 
having  enough." 

In  short,  capitalism  can't  do  the 
job.  You  have  Marx  in  Rachel  C^\r 
son's  clothing. 

The  authors  o\'  Beyond  the  Limits 
would  replace  today's  society  with 
one  that  would  be  "materialK  sutfi 


cient,  socially  equitable,  and  ecologi- 
cally sustainable,  and  one  .  .  .  more 
satisfying  in  human  terms  than  the 
growth-obsessed  societv'  of  today." 

Achieving  such  a  sustainable  soci- 
ety in  this  view  will  justify  a  rejection 
of  the  ver\'  property  rights,  personal 
liberty,  materialist  attitudes  and  faith 
in  the  science  and  technologs'  that 
have  brought  humankind  to  its  pre- 
sent state. 

"A  sustainable  society  would  be 
interested  in  qualitative  development, 
not  physical  expansion."  It  would 
"choose  only  those  kinds  of  growth 
that  would  actually  serve  social  goals 
and  enhance  sustainabilit\'." 

But  whose  social  goals?  VVhy, 
those  congenial  to  an  intellectu- 
al minority',  of  course.  Sound 
familiar? 

A  sus'^iinable  world,  in  short, 
harks  back  to  all  those  Utopias 
men  have  created  from  the  be- 
ginning of  time — from  the  Re- 
public to  Looking  Backward  to 
John  Strachey's  So\iet-inspired 
agenda  for  the  Western  World. 
A  sustainable  world  would  re- 
semble the  equilibrium  society 
the    social    philosopher    Lewis 
Mumford  liked  to  celebrate,  an 
organic  society'  in  which  a  sense 
of  community'  prevailed  over  the 
mechanization  that  he  saw  dom- 
inating society.  Back  to  the  days 
when  \illage  women  sang  work 
songs  together  and  gossiped  as 
they  did  laundry  (by  hand  in 
cold  water)  on  the  banks  of  the 
village  brook  rather  than  push- 
ing a  button  on  the  automatic 
washer  and  going  their  solitary 
ways  to  do  something  else. 
In  such  a  society,  the  disparities 
between  rich  and  poor  nations  and 
bervvecn  rich  and  piH^r  in  general 
would  be  eliminated.  .\nd  everyone 
would  share  a  common  identity,  com- 
munity, lo\e  and  jo\ . 

According  to  Beyond  the  Limits^ 
such  a  Utopian  scKicn  is  clearly 
achievable  if  population  growth  drops 
back  to  replacement  levels  and  indus- 
trial output  is  capped.  Under  such  a 
situation,  the  bcH>k  argues,  jx>pula- 
tion  would  stabilize  at  annuid  7.7 
billit)n  people,  and  the  planet  would 
be  able  to  suppiv  enough  fixxi,  con- 
sumer goods  and  ser\ices  to  supjxirt 
e\er\'one    in    material    comtt^rt — at 


94 


Forbes  ■  lunc  22,  1992 


roughly  the  level  of  present-day 
Europe.  These  are  projections, 
of  course,  not  predictions — the 
shape  of  what  might  be,  like 
Scrooge's  Ghost  of  Christmas 
Yet  to  Come.  But  to  realize 
them  we  must  act  now. 

Could  we  achieve  this  Utopia 
without  dictatorship?  Or  would 
we  need,  as  in  the  promised 
communist  Utopia,  a  period  first 
of  iron-fisted  rule?  No  problem, 
says  Beyond  the  Limits:  "A  sus- 
tainable world  would  need  to 
have  rules,  laws,  standards, 
boundaries  and  social  agree- 
ments." But  they  "would  not 
remove  important  freedoms, 
they  would  create  them  or  pro- 
tect them  against  those  who 
would  destroy  them." 

That's  the  theory,  but  let's 
look  at  the  facts.   In  the  real 
world,  a  disproportionate  part  of 
the  sacrifice  in  bringing  this  new 
era  about  will  fall  on  the  developing 
world.  According  to  a  recent  United 
Nations  report,  97%  of  the  world's 
population  growth  is  likely  to  come 
from  such  countries.  Experience  has 
shown,  however,  that  short  of  invad- 
ing the  bedroom,  controlling  popula- 
tion can  best  be  achieved  through 
'industrialization,  which  lifts  the  stan- 
dard of  liNing,  dramatically  raises  the 
status  of  women  and  breaks  peasants 
away  from  the  procreative  habits 
of  millennia.  Yet  the  developed 
countries  seem  determined  to 
deny  the  developing  countries 
the  opportunity  to  exploit  the 
environment  in  the  way  that  en- 
abled the  industrial  West  to  lift 
itself  out  of  poverty. 

Many  environmentalists 

would  like  to  prevent  industrial 
countries  from  shipping  their 
waste  to  Third  World  countries 
for  disposal,  and  prevent  Third 
World  countries  from  operating 
lower-cost  polluting  processing 
plants  like  smelters  and  steel 
mills  that  do  not  meet  Western 
emissions  standards.  And  that 
isn't  all. 

The  United  Nations  confer- 
ence in  Rio  de  Janeiro  is  focus- 
ing on  the  question  of  global 
warming  and  how  to  limit  the 
burning  of  coal  and  oil  that  pro 
duces  the  greenhouse  gases  that 


Double  the  resource  base  and  you 
increase  the  growth  rate  but 
accelerate  the  collapse. 


contribute  to  global  warming.  Such 
fijels  arc  among  the  principal  sources 
of  Third  World  income.  "Richer  na- 
tions continue  to  prosper  while  the 
poorer  ones  remain  in  the  increasingly 
polluted  environmental  backwaters," 
says  OPEC's  president,  Jibril  Aminu  of 
Nigeria.  "That  is  what  we,  as  develop- 
ing nations,  will  be  up  against  in 
Brazil."  One  solution  proposed  is  a 
system  of  massive  environmental  sub- 


Catastrophe  can  be  avoided,  says 
Worlds.  Cap  output,  control 
population,  and  earth  becomes  Eden. 


sidies  for  the  Third  World  fijnd- 
ed  by  the  developed  countries. 
But  who's  kidding  whom?  The 
industrial  countries  have  plenty 
of  problems  of  their  own,  in- 
cluding mostly  unbalanced  bud- 
gets and  taxpayer  revolts. 

Beyond  this,  the  question  no 
one  can  answer,  of  course,  is 
whether  the  goal  of  a  sustainable 
societ)'  can  be  achieved  without 
the  insistent  spur  and  momen- 
tum of  material  growth.  Societ- 
ies— like  cities,  like  human  be- 
ings, like  all  organic  structures — 
normally  begin  to  die  when  they 
cease  to  grow,  and  even  \^ Beyond 
the  Limits''  projections  arc  right, 
it  is  far  from  clear  that  a  static 
society  can  long  be  maintained. 
What  precedents  there  are — Eu- 
rope in  the  Dark  Ages,  for  in- 
stance— are  not  encouraging. 

At  this  point,  and  for  all  the 
risks,   the  world   might   better 
take  its  chances  on  something  more 
dynamic. 

So  the  paradigm  for  the  future  may 
be  Goethe  rather  than  Malthus,  the 
grim  prophet  of  overpopulation.  In 
Goethe's  Faust,  the  protagonist's  ul- 
timate salvation  rests  on  his  ceaseless 
aspiration — his  determination  to 
dominate  the  physical  and  spiritual 
worlds  he  inhabits — "to  break  the 
bonds  of  humankind,"  as  one  critic 
put  it,  "to  attain  the  unattain- 
able, to  know  the  unknowable — 
to  strive  for  the  right  way." 
Faust's  aspiration  never  falters, 
and  Mephistopheles  is  finally  de- 
nied his  noblest  victim. 

In  the  end,  of  course,  catas- 
trophe awaits  us  anway,  wheth- 
er from  the  eccentricities  of  a 
passing  asteroid  or  the  dying  of 
the  sun,  but  that  doesn't  chal- 
lenge the  desirability'  of  post- 
poning the  day  of  reckoning  as 
long  as  possible.  These  issues  are 
too  important  to  be  left  to  the 
ideologues  and  the  visionaries, 
the  demagogues  and  the  dem- 
onstrators. In  the  ruins  of  the 
Soviet  Union  and  Eastern  Eu- 
rope, we  can  see  the  misery  they 
can  create.  Socialist  planning  has 
caused  enough  sufiering  in  our 
times.  We  must  make  certain  it 
does  not  reassert  itself,  this  time 
as  both  tragedy  and  farce.      §■ 
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Wall  Street  punished  Chambers  Development  for  its 
aggressive  accounting.  But  drawing  the  line  between 
expensing  and  capitalizing  costs  isn't  easy. 

Fuzzy 
accountiiig 


By  Roula  Khalaf 

A  FEW  MONTHS  AGO  Chambers  Devel- 
opment, Inc.  (Forbes,  Oct.  21, 1991) 
was  the  darhng  of  Wall  Street.  Then, 
on  Mar.  17,  the  developer  of  landfills 
dropped  a  bombshell.  Chambers  said 
it  would  start  expensing  indirect  costs 
related  to  developing  landfill  sites. 
The  company  had  been  capitalizing 
these  costs,  which  include  public  rela- 
tions and  legal  costs  to  ob- 
tain permits  for  landfills. 

The  change  resulted  in  a 
$27  million  charge  to  earn- 
ings, wiping  out  more  than 
half  the  company's  1991 
net  income — and  more 
than  $1.4  billion  of  Cham- 
bers' market  valuation. 

The  debate  whether  to 
expense  or  defer  costs  is  one 
of  the  biggest  in  account- 
ing. And  it's  heating  up  in 
the  wake  of  the  Chambers 
writeoff.  The  general  rule  is 
that  companies  can  capital- 
ize  costs   only   when   the 
costs  provide  benefits  be- 
yond the  year  in  which  they  are  in- 
curred. But  it's  often  difficult  to  de- 
termine if  work  done  today  will  bring 
ftiture  revenue,  and  when. 

Robert  Willens,  an  accounting  ex- 
pert at  Shearson  Lehman  Brothers, 
thinks  Chambers'  capitalization  was 
perfectly  valid.  Why?  Because,  he  ar- 
gues. Chambers  was  simply  matching 
the  cost  of  obtaining  permits  against 
future  landfill  revenues.  "There's  a 
belief  that  conservative  accounting  is 
accurate  accounting,"  says  Willens, 
"but  there's  a  larger  principle  you 
have  to  adhere  to,  and  that's  to  match 
revenues  with  expen.ses." 

But  in  a  filing  with  the  SKC,  Cham- 
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bers'  accounting  firm.  Grant  Thorn- 
ton— it  has  since  been  fired — says  it 
couldn't  determine  how  much  of  the 
legal  and  public  relations  costs  were 
attributable  to  the  future  develop- 
ment of  the  landfills.  So  the  accoun- 
tants wrote  off  everything.  Chambers 
is  undergoing  a  new  audit,  so  the  final 
chapter  of  the  Chambers  story  wci't 


be  written  until  the  summer. 

Because  the  capitalization  rules  of- 
ten aren't  well  defined,  analysts  and 
investors  get  ner\'ous  when  compa- 
nies seem  to  be  aggressively  capitaliz- 
ing costs.  For  example:  Short-sellers 
have  been  betting  credit  card  issuer 
Advanta  Corp.  will  e\entually  take  a 
big  writeoff.  Why?  Partly  because  Ad- 
vanta capitalizes  the  costs  of  issuing 
the  cards  and  amortizes  them  over  five 
years.  In  1991  Advanta  deferred  S24 
million  of  such  costs.  Its  net  income 
last  \ear  was  just  $25  million.  Yet  its 
competitor  MBNA  CA)rp.  expenses 
mucli  of  the  costs  within  a  year  of 
when  they're  incurred. 


Even  when  accountants  have  writ- 
ten specific  rules  on  capitalization  of 
costs,  the  rules  are  followed  in  a  vari- 
ety of  ways.  Take  software  develop- 
ment. The  rules  say  a  company  can 
start  capitalizing  the  cost  of  develop- 
ing a  product  when  it  has  reached  the 
point  of  "technological  feasibility." 
When  is  that?  Microsoft  doesn't  capi- 
talize any  development  costs.  Most 
other  software  companies  typically 
capitalize  10%  to  20%  of  their  total 
R&D  budget. 

But  tiny  ($18  million  in  revenues) 
Greensburg,  Pa. -based  Sulcus  Com- 
puter capitalized  over  60%  of  its  S2.8 
million  R&D  budget  last  year.  "Maybe 
other  companies'  R&D  departments 
haven't  been  as  successful,"  says  Rob- 
ert Colleran,  Sulcus  chief  financial 
officer.  Maybe. 

How  can  investors  be  protected 
against  unexpected  writeoffs  that  can 
send  stocks  plunging?  Look  for  foot- 
notes that  describe  a  company's  capi- 
talization polic)\  Advanta,  for  in- 
stance, spells  out  its  policies 
clearly.  Chambers  didn't. 
Also,  look  closely  at  \shat 
companies  include  in  their 
"other  assets"  category-  on 
the  balance  sheet.  That's 
where  they  tend  to  dump  a 
lot  of  deferred  costs  that 
could  come  back  to  bite 
shareholders  if  they  have  to 
be  w  ritten  off". 

Loren  Kellogg,  publisher 
of  Financial  Statement 
Alen^  which  scrutinizes  ac- 
counting practices,  cites 
Continental  Medical  Sys- 
tems, an  operator  of  reha- 
bilitation hospitals,  as  one 
company  w  here  he  has  seen  red  flags. 
The  company  capitalizes  costs  it  in- 
curs to  obtain  government  approval 
for  its  facilities  as  well  as  to  develop 
the  hospitals.  For  the  fiscal  year  ended 
June  30,  1991,  CxMitinenial  reported 
$29  million  in  such  deferred  costs  for 
some  30  facilities  underdevelopment. 
Operating  earnings:  just  S35  million, 
l^ltimately  the  answer  lies  in  more 
detailed  disclosure  requirements. 
Had  Clumbers  spelled  out  hi>w  much 
of  its  costs  it  was  bix^king  as  assets,  the 
\\  riteort"  wouldn't  have  been  such  a 
nasr\  surj"»rise.  I'nfortunately,  the 
market  is  ftill  of  Chambers  Develop 
ments,  waiting  to  hap^Kn.  ^ 
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'OU'VE  ALWAYS  LOOKED  GOOD  IN  BLACK.  Its  a  color  that's  the  very  soul  of 
sophistication  and  style.  One  that's  quite  appropriate  for  the  latest  Mazda  Miata.  A  car  whose 
technical  sophistication  has  drawn  rave  reviews.  And  whose  style  has  been  hailed  as  classic  in  its 
own  right.  B3  As  with  every  Miata,  the  thrills  are  built  in.  You'll  cut  and  thrust  in  city  traffic  or  carve  up  a 
mountain  highway  with  equal  skill,  all  accompanied  by  the  throaty  growl  of  a  tuned  exhaust.  The  scent  of 
leather  and  the  exhilaration  of  top-down  driving  make  the  sports  car  experience  complete.  [5X1  So  whether 
you're  out  for  a  day  in  the  country  or 
a  night  at  the  opera,  you'll  find  this 
Miata  well-suited  to  the  occasion. 


THE  MAZDA  MIATA 

Named  a  "  "92  All-Star"  by  Automobile  Magazine 
and  oneofthe'Ten  Best  Cars"  by  Car  and  Driver. 
The  black  Miata  comes  with  a  tan  interior  and 
leather  seats,'  and  available  BBS*  alloy  wheels. 
Plus  a  36'month/50,000'mile,  no-deductible 
warranty.  See  dealer  for  Umited-warranty  dettuls. 
To  arrange  a  formal  introduction,  simply  call 
1-800-639-1000. 

'Seats  upholstered  in  leather  except 
on  rear  side  of  seatback  and 
other  minor  areas. 
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It  Iust  Feels  Right 


MARKETING 


EDtTED  BY  JOSHUA  LEW 


Budweiser  is  one  of  the  country's  classic 
consumer  brands,  wliicli  is  why  its  recent  loss 
of  market  share  is  worrisome. 

Beer  barrel  blues 


By  James  R.  Norman 

Anheuser-Busch  Cos.'  Budweiser, 
its  King  of  Beers,  is  a  bit  uneasy  on  its 
throne.  Budweiser  volume  fell  5.2% 
last  year,  to  47.2  million  barrels,  its 
first  major  drop  ever — except  for  one 
during  a  1976  strike.  That  was  after 
three  flat  years.  Since  1987  the  indus- 


try is  up  3%  and  Bud  is  down  5%. 

With  24%  of  the  market.  Bud  still 
has  no  close  rival;  the  number  two, 
Philip  Morris'  Miller  Lite,  has  less 
than  half  that  market  share.  But  histo- 
ry is  a  grim  guide  to  the  fate  that 
awaits  beer  brands  that  start  heading 


Uneasy  lies  the  head  that  wears  the  crown  | 
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After  years  of  steady  growth,  the  King  of  Beers 
is  slipping  despite  a  renewed  advertising  push. 


downwards:  The  beer  graveyard  is 
littered  with  once  grand  names  like 
Schlitz,  Pabst  and  Miller  High  Life. 
"We  have  never  found  a  declining 
brand  that  was  turned  around  with- 
out repositioning  it  at  lower  prices," 
says  Robert  Weinberg,  an  industry 
analyst  who  worked  as  Anheuser- 
Busch's  chief  planner  for  five  years. 

Anheuser-Busch  doesn't  agree, 
however,  that  its  top  brand  is  in  trou- 
ble. It  blames  the  sales  dip  on  tempo- 
rary factors:  a  doubling  in  the  federal 
excise  tax  that  especially  hurt  higher- 
priced  beers  like  Bud  plus  the  normal 
switch  to  cheaper  brews  that  comes 
with  every  recession.  Says  Vice  Presi- 
dent Stephen  Burrows:  "Bud  is  not 
on  a  long-term  decline." 

Short  term  or  long  term.  Bud  is 
taking  action.  The  company  is  adding 
a  mammoth  $100  million  to  this 
year's  ad  budget,  almost  all  of  it  for 
Bud  and  other  premium  brands. 
That's  almost  a  20%  jump  from  the 
$628  million  ab  spent  last  year. 

Bud's  current  ad  pitch,  "Nothing 
beats  a  Bud,"  continues  to  portray  the 
brand  as  the  one  brew  for  ever\'one. 
Which  may  be  a  big  part  of  the  prob- 
lem. Like  other  consumer  markets, 
the  beer  market  has  been  fragmenting 
into  separate  segments.  There  are 
taste  segments:  light,  dr\-,  draft  and 
nonalcoholic.  There  are  price  seg- 
ments: Premium-price  beers  like  Bud 
had  almost  half  the  market  a  decade 
ago  but  now  have  barely  a  third  as  cut- 
rate  brands  proliferate.  Budweiser  is 
not  the  only  brand  suft'ering  from  this 
downmarket  move  by  consumers: 
Miller  Lite  volume  also  began  to  fall 
sharply  last  year.  Even  before  the  re- 
cession, "People  have  been  trading 
their  Buicks  for  Che\ys,  beer-wise," 
says  Dennis  Klier,  \"ice  president  for  a 
Macon,  Ga.  Bud  distributor. 

AB  has  embraced  segmentation 
with  open  arms,  ar  had  five  labels  in 
1980— Bud,  Michelob, 
Busch,  Michelob  Light  and 
Natural  Light.  It  now  has 
16.  ar's  "pi>pular  price" 
brands,  Busch  and  Natural 
Light,  arc  certainly  canni- 
balizing the  main  brand.  Be- 
sides Bud,  there  is  Bud  Light, 
Bud  r)r> .  Speculation  is  that  there  will 
soon  even  be  Bud  Praft. 

lack  Trout,  president  of  Trout  & 
Reis,  a  Conn. -based  marketing  strate- 
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I  he  most  successful  banks  today 
are  converting  to  another  gold  standard. 
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An  entirety  new  standard  of  faster 

services  is  now  possible  with  Northern  Telecom 

phone-to-computer  links. 
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gy  firm,  is  a  sharp  critic  of  such  line 
extensions.  Using  the  Bud  name  may 
make  it  cheaper  and  less  risky  to 
launch  new  products,  he  says.  "But 
the  chickens  come  home  to  roost. 
The  more  you  spend  on  pseudo- 
Buds,  the  more  you  unravel  what  Bud 
stands  for.  I'd  say  they've  shot  them- 
selves in  the  wallet." 

Case  in  point:  Bud  Dry.  Launched 
with  much  fanfare  two  years  ago,  it 
leapt  to  3  million  barrels  last  year.  But 
it  has  started  to  lose  volume,  accord- 
ing to  Benjamin  Steinman,  of  Beer 
Marketer's  Insights.  "We  found  Bud 
drinkers  were  so  loyal,  we  couldn't  get 
them  to  switch,"  says  a  former  mar- 
keter with  a  major  Bud  rival.  "Then 
Bud  Dry  arrives,  those  drinkers  move 
over,  and  now  they're  fair  game.  By 
fi"agmenting  the  market,  they  made 
themselves  vulnerable." 

To  hold  market  share  at  a  time 
when  consumers  are  tightening  their 
wallets,  AB  is  also  discounting  heavily, 
something  it  avoided  for  many  years. 
Bud  started  discounting  more  in 
1989  in  response  to  price  promotions 
by  Miller,  Coors  and  others. 

The  discounting  has  intensified 
lately.  Distributors  say  that  half  or 
more  of  Bud  sales  in  some  markets  are 
at  discounts  of  8%  to  15%,  which 
makes  a  six-pack  of  Bud  equivalent  to 
beers  in  the  so-called  "popular  price" 
bracket.  As  a  result.  Bud  has  given 
back  in  discounts  most  of  the  7%  price 
hike  of  the  past  two  years,  and  many 
retailers  now  buy  only  at  promotional 
prices. 

Deep  discounting  is  an  expensive 
way  to  stay  on  top.  An  average  5% 
discount  on  Bud,  without  offsetting 
cost  cuts,  could  mean  a  15%  to  20% 
drop  in  the  brand's  operating  profit, 
which  was  about  half  of  ab's  entire 
$1.7  billion  operating  profit  last  year. 
Company  officials  have  cautioned 
Wall  Street  analysts  to  tone  down 
earnings  projections  to  about  $3.60  a 
share,  compared  with  last  year's 
$3.25.  The  stock  has  fallen  fi"om  a  62 
peak  last  fall  to  about  52. 

Meanwhile,  Bud's  rivals  are  sharp- 
ening their  knives.  "They  [Bud- 
weiser]  have  defied  gravity  for  a  long 
time,"  says  Coors  Vice  President 
Robert  Klugman.  "But  once  gravity' 
takes  hold,  it  grabs  you  firmly."  It's 
not  always  comfortable  up  there  at  the 
top.  IB 


Austerity  be  damned,  these  are 
boom  times  for  $3  cigars. 

Puffery 


These  are  tough  times  for  smokers, 
what  with  all  the  health  conscious- 
ness, and  cigars  are  the  hardest  hit. 
Cigar  sales  in  the  U.S.  have  been 
falling  about  5%  a  year  for  the  past  1 5 
years,  and  there's  no  rebound  in  sight. 
Unit  sales  stand  at  2.2  billion,  down 
fi-om  a  peak  of  9  billion  in  1964. 

But  here's  something  odd.  While 
overall  cigar  sales  have  virtually  col- 
lapsed, high-priced  cigars  are  enjoy- 
ing a  miniboom. 

Sales  of  cigars  priced  at  $1  and  up 
doubled,  to  100  million  units,  be- 
tween 1975  and  1985.  Unit  sales  have 
been  flat  since  then,  but  dollar  sales 
are  climbing  steadily  by  5%  to  6%  a 
year  as  smokers  opt  for  increasingly 
expensive  cigars.  General  Cigar's  Vin- 
tage Cabinet  Selection  Macanudo  ci- 
gars sold  for  about  $4  apiece  several 
years  ago.  Those  Macanudos  now  go 
for  $5.50  and  up.  Davidoff,  an  ultra- 
luxury  European  tobacco  merchant, 
recently  started  marketing  the  base- 
ball-bat-size Aniversario— 8%  inches 
long— for  $18. 

Who  is  buying  them.^  For  the  past 
year  Stephen  Stofelano  Jr.  has  run  a 
traditional  "cigar  smoker"  dinner  at 
his  Mansion  Hill  Inn  in  Albany,  N.Y. 
on  the  third  Monday  of  ever)'  month. 
Stofelano  figured  he  would  get  the 
kind  of  old-line  politicos  who  smoke- 
fill  the  state  capitol's  back  rooms. 
Instead  he  got  Richard  Brownstcin, 
35,  an  executive  at  local  stationery 
engraver  Gavit  &  Co.  Explains 
Brownstcin:  "I  get  nice  hea\T  food, 
nice  heavy  wine  and  the  natural  cama 
raderie  of  cigar  smokers." 

In  a  dwindling  industry'  that  can 
afford  little  advertising,  fanc>'  cigar 
merchants  count  heavily  on  dinners 
like  those  at  Mansion  Hill  and  smok- 
ke   Richard   Brownstcin.   Such 
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dinners  arc  popping  up  a 
countr)',  providing  free 
.some  of  the  only  places  where  cigars 
can  be  enjoyed  without  .sparking  a 


riot.  Consolidated  Cigar,  which  mar- 
kets the  H.  Upmann  and  Don  Diego 
brands,  occasionally  imports  one  of  its 
Honduran  cigar  rollers  for  a  floor 
show.  Consolidated  Executive  Vice 
President  Richard  DiMeola  also 
combs  business  magazines  for  photo- 
graphs of  cigar-puffing  magnates.  "If 
I  see  one,  I  send  a  three -cigar  sample 
pack — any  excuse  at  all  to  send  sam- 
ples will  do." 

There's  marketing  at  sporting 
events,  too — kind  of  Last  fall  Da\id 
off  was  a  sponsor  at  the  Or\is  Sportinu 
Clay  Challenge  in  Manchester,  Vt 
Attendance:  100  people.  Other  sport- 
ing venues  that  bring  in  the  S5 -cigar 
crowd  include  sailing  regattas  and 
equestrian  events. 

Marvin  Shankcn,  who  publishes 
the  Wine  Spectator,  is  hoping  to  capi- 
talize on  the  fancy  cigar  revival  by 
launching  Cijiar  Aficionado  maga- 
zine in  September.  "Cigar  smoking 
today  is  where  wine  drinking  was  15 
vears  ago,"  says  Shankcn,  whose  of- 
fice humidor  includes  such  prc-C^- 
tro  rarities  as  the  1958  Romeo  y 
Julieta — atxiut  S50.  The  new  breed  of 
cigar  aficionado  will  cKcasionally  do 
the  Nineties  thing  and  attempt  to 
include  women  in  the  ritual,  but  the 
results  are  less  than  encouraging. 
Richard  Brownstcin  recently  tcxjk  his 
wife  to  one  of  Stofelaiu/s  smokers. 
She  purted  tentatively  on  a  S2. 50  H. 
Upmann.  Reports  Brtnvnstcin:  "She 
got  a  little  green."  ^ 
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We're  AMBAC. 

And  we  back  the  bonds  that  build  the  schools,  the  libraries  and  even  the  city 
halls  in  towns  and  cities  throughout  America.  The  fact  is,  more  than 
one  third  of  all  the  insured  general  obligation  municipal  bonds  issued 
during  the  past  ten  years  have  been  insured  by 
AMBAC.  But,  then,  you'd  expect  that  kind  of 

TOA    4    i  [^  ^\  I  ^^   A      leadership  from  the  people  who  founded  the  municipal  bond 
^^1  V  I L  IX I  ^^##\    insurance  industry 

At  AMBAC,  we're  beginning  our  third 
decade  of  commitment  to  America.  Which 
means  helping  secure  our  country's  future  by  assisting  in  the  rebuilding  of  the  physiccil 
systems  that  support  basic  public  services. 

We're  also  strongly  committed  to  the  municipal  bond  industry.  To  the  investor 
as  well  as  the  issuer 

Because  while  AMBAC's  commitment  starts  with  America's  towns  and  cities, 
it  doesn't  end  there. 
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Our 

COMMITMENT 
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^1  V  \L  |xl^^##\    insurance  inc 

STARTS  HERE. 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza.  New  York.  NY  10004 

(212)668-0340 


COMPUTERS/COMMUNICATIONS 


Wavetracer  is  proving  that  massively  parallel 
supercomputers  need  be  neither  massive  nor  expensive. 

Monster  in  a  box 


By  David  Churbuck 

Small  companies  that  tried  to  break 
into  the  supercomputer  market  most- 
ly failed:  Denelcor,  Elxsi,  Prisma  and 
Multiflow.  The  early  and  large  players 
in  this  industry — namely,  Cray  Re- 
search, IBM,  Hitachi,  NEC  and  Fu- 
jitsu— survived.  The  upstarts  never 
got  off  the  ground. 

Now  a  new  style  of  supercomput- 
ing  called  massive  parallelism  is 
sweeping  in.  The  parallel  machines 
chain  together  thousands  of  cheap 
microprocessors  to  crack  big  prob- 
lems by  cutting  them  into  litde  pieces. 
The  early  and  large  players  in  massive 
parallelism — Thinking  Machines  and 
Intel — will  survive.  Does  an  upstart 
have  a  chance?  Wavetracer  Inc.,  a 
private  Acton,  Mass.  supercomputer 
company  with  all  of  40  employees  and 
a  handful  of  products,  thinks  it  does. 

Wavetracer's  latest  product,  called 
the  Zephyr  8,  measures  8  by  23  by  29 
inches,  contains  8,192  custom  pro- 
cessors, runs  on  IlO-volt  current  and 
is  priced  at  $150,000.  It  would  be 
right  at  home  on  an  engineer's  desk. 

At  $50,000  per  cubic  foot,  the 
Zephyr  is  one  of  the  most  expensive 
appliances  you  can  place  on  a  desk. 
But  it's  cost-effective.  An  old  ($15 
million  new)  Cray  x  mp/48  at  one 
Department  of  Defense  lab  used  to 
take  15  minutes  to  enhance  a  satellite 
image,  emphasizing  details  of  inter- 
est. The  Zephyr  spends  34  minutes  on 
the  same  task.  So  the  Zephyr  is  slower, 
but  it  delivers  50  dmes  the  perfor- 
mance per  dollar. 

Remarkable  savings,  but  what  may 
be  more  remarkable  is  that  it  took 
only  $7  million  and  three  years  for 
Wavetracer  to  bring  its  first  computer 
to  market.  And  this  is  a  computer  with 
a  rather  idiosyncratic  design. 

While  other  massively  parallel  su- 
percomputer companies  usually  use 
ort-the-shelf  32 -bit  microprocessors 
in   their  products,  Wavetracer  uses 


Wavetracer  President  Richard  Fiorentino 
A  little  less  massive  than  a  Cray. 


processors  that  are  custom-made  (the 
company  won't  say  where).  More- 
over, these  chips  add,  multiply  and 
divide  one  bit  at  a  time.  Why  not  go 
for  flat-out  32 -bit  power?  Because 
there  are  so  many  applications,  espe- 
cially in  image  processing,  where 
most  of  those  ^2  bits  of  numerical 
precision  would  go  to  waste.  With  a 
one-bit  system.  Zephyr's  processors 
put  the  accelerator  to  the  floor  only 
w  hen  they're  going  up  a  hill.  They  can 
do  64-bit  arithmetic  if  they  have  to. 
But  if  you  talk  to  Richard  Fioren 
tino,  43,  president  and  cotounder  o{ 
Wavetracer,  about  how  he's  going  to 
crack  the  supercomputer  market,  he 
scarcely  mentions  hardware  at  all.  He 
thinks  of  his  company  as  a  software 


producer,  marketing  solutions  to  cus- 
tomers with  specific  problems  that 
need  solving.  Among  those:  medical 
imaging,  satellite  data  interpretation 
and  molecular  modeling.  Fiorentino 
will  let  Cray  have  the  market  for  all- 
purpose  machines.  And  to  capture  the 
imaging  market,  Wavetracer  has  80% 
of  its  engineers  writing  software. 

The  Zephyr  is  intended  not  as  a 
stand-alone  computer,  but  as  a  spe- 
cialized number-cruncher  to  be  at- 
tached either  to  another  computer  or 
to  a  network  of  Unix  workstations.  A 
user  sitting  at  such  a  workstation 
would  access  the  Wavetracer  machine 
through  a  window  on  his  screen.  Bet- 
ter still:  He  would  never  have  to  adapt 
his  work  habits  to  the  peculiarities  of 
the  Wavetracer  operating  system  or 
command  structure. 

There's  precedent  for  the  accelera- 
tor approach  in  the  supercomputer 
market,  although  it's  not  altogether 
encouraging:  Floating  Point  Systems 
and  csp  Inc.  started  selling  add-on 
number-crunchers  years  ago,  but  nev- 
er made  big  money  with  them.  Gar\' 
Smaby,  a  supercomputer  market  re- 
search consultant  in  Minneapolis, 
nonetheless  predicts  that  Wavetracer 
could  become  "a  nice  litde  profitable 
small  business"  by  exploiting  niches 
overlooked  by  the  bigger  players  such 
as  Thinking  Machines  and  Intel. 
Smaby  estimates  that  Wavetracer  had 
revenues  of  $3  million  last  year,  a  drop 
in  the  $270  million  massively  parallel 
computer  market. 

WTiile  Wa\etracer  has  sold  fewer 
than  30  systems  and  is  still  unprofit- 
able, it  has  some  name-brand  sup- 
porters. H.  Ross  Perot  and  the  ven- 
ture capital  firm  of  Sevin  Rosen,  back- 
er of  Compaq  and  Lotus,  are  both 
investors,  and  such  industn.'  legends 
as  Data  General  founder  Edson  dc 
Castro  and  dec  v.\x  architect  C.  Gor- 
don Bell  are  both  ad\isers. 

Smaby  says  Wavetracer  should  also 
look  out  below  for  competition  ft-om 
the  workstation  industn,  \\ here  ever- 
taster  chips  arc  making  single -prcves- 
sor  computers  an  acceptable  alterna- 
tive to  multipriKCssor  machines. 

Fit>rcntino  tiiinks  it  is  the  other  way 
around.  With  the  next  generation  of 
Wavetracer  machines  designed  to  act 
as  network  file  and  database  scrxcrs, 
he  savs,  the  single  prixessor  world 
mav  ha\  c  a  hard  time  keeping  up.  Hi 
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There  ought  to  be  a  thriving  market  of  competitive 
national  directory  assistance  providers.  There  isn't. 
Are  the  phone  companies  stifling  progress? 

Let  your  CDs 
do  the  walking 


By  David  Churbuck 

LET'S  SAY  YOU  want  to  find  that  long 
lost  friend,  and  he's  really  lost.  You 
don't  know  what  state  he  lives  in,  let 
alone  area  code  or  cit)'.  How  would 
you  find  him? 

In  France  or  Switzerland  you  could 
turn  to  a  national  phone  directory 
stored  on  a  computer  and  enter  his 
name  and  get  an  answer.  In  this  coun- 
try, forget  it.  You  can't  dial  1-000- 
555-1212  and  get  a  national  director}' 
assistance  operator. 

It's  not  the  technology'  that  is  want- 
ing, just  the  law.  Regional  telephone 
companies  guard  their  listing  data 
very  closely;  when  they  do  let  go  of  it, 
they  want  a  king's  ransom  for  the 
information.  The  utilities  aren't  even 
very  willing  to  share  listings  with  one 
another.  That's  why  there  is  no  com- 
puter that  holds  current  listings  for  all 
the  regional  telephone  companies. 

Plent}'  of  commercial  users  want 
national  telephone  listings:  direct 
marketers,  bill  collectors,  law  enforce- 
ment and  banks,  for  example.  But 
these  buyers  have  to  pay  a  small  for- 
tune for  current  listings.  Nynex,  the 
regional  Bell  operating  company  for 
New  York  and  most  of  New  England, 
sells  its  10  million  white  pages  listings 
on  compact  disc  for  $9,500.  These  are 
updated  monthly  and  are  ven,'  accu- 
rate. But  to  market  a  national  com- 
pact disc  database,  Nynex  had  to  team 
up  with  a  secondhand  source,  the 
Metromail  division  of  telephone  book 
printer  R.R.  Donnelley  &  Sons.  Met- 
romail gets  data  ft^om  an  assortment 
of  commercial  and  government 
sources,  including  driver's  license 
files.  If  you  want  the  national  listings, 
with  all  their  imperfections,  send 
Nynex  a  check  for  $50,000. 


Is  anything  cheaper  available.' 
There  will  be  soon.  Phone  Disc  us.\ 
Corp.,  a  small  Bethesda,  Md.  firm,  has 
cobbled  together  a  national  white 
pages  from  a  variety  of  sources,  in- 
cluding some  that  started  out  as  print- 
ed white  pages  that  were  keypunched 
or  scanned  into  a  computer  and  some 
that  started  out  as  credit-card  applica- 
tions. "We  would  prefer  to  get  our 
listing  information  directly  from  the 
phone  companies,"  says  Claude 
Schoch,  founder  of  PhoneDisc,  "but 
when  we  can't,  we  go  to  other  sources 
with  lousier,  less  reliable  data." 

Schoch  says  a  retail  version  of  his 
SI, 800  national  database  will  be  sold 
through  a  mail-order  outfit  begin- 
ning sometime  this  summer.  Schoch's 
programmers  have  figured  out  how  to 
compress  90  million  listings,  w  ith  ad- 
dresses and  zip  codes,  onto  only  two 


Nynex's  digital  directory 
Not  cheap. 


discs.  The  price  hasn't  been  set  for  the 
retail  \ersion,  but  may  be  as  low  as 
S200.  You  will  need  a  compact  disc 
player  attachment  to  your  computer 
to  use  the  system.  The  S200  system 
will  not  allow  you  to  do  reverse 
searches  or  searches  for  neighbors  but 
will  allow  wild-card  searches  (for  ex- 
ample, you  don't  know  where  John 
Dean  li\cs  but  nou  know  his  phone 
number  starts  with  727). 

For  business  listings,  another  low  - 
budget  product  comes  from  Ameri- 
can Business  Information,  an  Omaha, 
Nebr.  company  that  primarily  ser\es 
direct  mail  marketers.  ABI  created  a 
national  database  of  businesses  by 
manual!)'  taping  in  information  from 
paper  yellow  pages.  The  firm  sells  10 
million  names  on  a  single  compact 
disc  for  S298.  The  software  is  rigged 
to  permit  retrieval  of  only  5,000 
names;  after  that,  the  user  has  to  buy 
another  disc.  Searches  can  be  done  by 
name,  d\^■  and  zip  code.  If  you  want  a 
line  of  business,  you  have  to  pay  more. 

Notwithstanding  a  1991  Supreme 
Court  ruling  decreeing  that  white 
pages  are  not  copyrightable,  says  Rus- 
sell Perkins,  publisher  of  the  Philadel- 
phia-based Morgan  Report  on  Direc- 
tory Piiblishirijf,  the  regional  Bells  are 
loath  to  part  with  digital  copies  of 
their  data.  But  that  doesn't  stop 
imaginative  list  compilers,  who  either 
use  optical  character  recognition 
technology'  to  scan  in  printed  tele- 
phone directories  or  hire  typists  to 
keypunch  them. 

Neil  Connors,  a  spokesman  for 
Nynex  Information  Resources,  says 
Nynex  considers  itself  justified  in 
charging  steeply  for  its  listings  and 
restricting  their  resale:  "We  are  enti- 
tled to  a  reasonable  rate  of  return  for 
compiling  and  purih'ing  this  data- 
base. We  charge  less  than  some  [re- 
gional Bells]  do." 

Is  relief  in  sight.^  So-called  unbun- 
dling of  utilit)'  ser\ices  is  now  a  popu- 
lar concept  among  rate  regulators,  so 
it  is  not  inconceivable  that  the  local 
phone  monopolies  will  someday  be 
compelled  to  release  copies  of  their 
listings  at  cost.  That  wxiuld  make 
possible  not  only  a  competitive  411 
industr\- — with  rates  potentially  low  er 
than  the  10  cents  to  80  cents  charged 
by  the  phone  companies — but  also  a 
high-qualitA  national  directon,-  assis- 
tance database.  Hi 
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COMPUTERS/COMMUNICATIONS 


Software  with 
a  personality 


COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


What  sells  a  software  package  these 
days?  Price?  Features?  Brand  name 
identity?  Or  a  personality? 

The  industry's  emphasis  in  its  ad- 
vertising campaigns  is  on  brand 
names — witness  Microsoft's  TV  ads 
for  Windows.  No  doubt  this  brand 
sticks  in  buyers'  minds;  the  operating 
system  softAvare  is  selling  at  the  rate  of 
around  a  million  copies  a  month.  But 
perhaps  the  time  has  come  to  reinject 
personality  into  the  very  personal 
matter  of  selecting  the  programs  that 
make  a  computer  useftil. 

I'm  not  suggesting  that  we  get 
Michael  Jordan  or  Lee  lacocca  to 
endorse  software  products.  What  I 
have  in  mind  is  something  closer  to 
the  book  publishing  model — where 
software  designers  get  credit  and  visi- 
bility, much  as  book  authors  do. 

We're  a  long  way  from  that  point 
now.  Today's  computer  industry  has 
just  two  household  names:  William 
Gates  of  Microsoft  and  Steven  Jobs, 
founder  of  Apple  and  Next.  Gates  is 
more  identified  with  Microsoft  the 
company  than  with  any  particular  Mi- 
crosoft product.  Jobs'  image  is  pri- 
marily one  of  a  hardware  designer. 

But  perhaps  the  third-best  known 
figure  from  the  ix:  world  outside  the 
PC  world  is  Peter  Norton,  inventor  of 
utility  programs  that  organize  files 
and  retrieve  lost  data.  Although  he  no 
longer  takes  an  active  role  in  product 
development  (and  in  fict  sold   his 
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company  to  Symantec  in  1990),  Nor- 
ton is  far  better  known  than  Syman- 
tec's chief  executive.  The  name--and 
the  image  of  the  shirt-sleeved  Norton 
ready  to  help  you  when  you've  just 
lost  all  your  data — sells  the  software. 

If  Norton's  name  is  a  draw,  why  not 
put  the  author  of  WonderWord  on 
the  Today  Show^  Maybe  this  approach 
could  rescue  the  software  industry 
from  its  morass  of  unrealistic  and 
meaningless  claims  and  provide  a  real 
way  of  differentiating  products — 
both  in  image  and  in  reality. 

Software  buyers  don't  really  trust 
the  brands  the  way  they  trust,  say,  a 
toothpaste  brand.  Before  buying  a 
word  processing  program,  a  comput- 
er user  will  ask  a  colleague  for  a 
recommendation.  This  is  an  impor- 
tant point,  sometimes  lost  on  tradi- 
tional packaged-goods  marketers 
who  come  into  the  business  of  mar- 
keting software  packages.  As  mega- 
marketer  Regis  McKenna  once  asked 
rhetorically,  "How  many  people  ask 
each  other  for  advice  about  what 
brand  of  toothpaste  to  buy?" 

If  you  buy  the  wrong  brand  of 
toothpaste,  you're  out  just  a  couple  of 
dollars.  But  go  wrong  in  software — 
especially  application  programs  such 
as  spreadsheets  and  word-proces- 
sors— and  you're  out  not  just  the 
$495  for  the  package  but  all  the  hours 
and  perhaps  even  formal  training 
costs  you  invested  in  learning  it. 

Ironically  enough,  the  personal 
computer  business  started  out  being 
much  more  one  of  personalities,  on  a 
different  level.  The  industr\'  began  as 
a  coterie  of  insiders  who  knew  each 
other  and  who  needed  each  other  to 
succeed. 

Hardware  Ncndors  needed  software 
\endors  to  make  application  software 
(such  as  spreadsheets  and  databases) 
for  their  machines,  or  no  one  wcnild 
bu)'  the  machines.  The  spreadsheet 
developer  needed  cooperation  from 
the  hardware  designer  or  the  spread- 


sheet program  would  come  out  with 
bugs  in  it. 

Thus  the  success  of  a  product  was 
frequently  the  result  of  personal  lob- 
bying. Steve  Jobs  persuaded  Bill 
Gates  to  support  the  Macintosh;  Mi- 
crosoft and  IBM  both  lobbied  applica- 
tion developers  to  write  applications 
for  the  IBM  PC.  Indeed,  Apple  coined  a 
new  job  tide,  "evangelist,"  for  people 
who  went  out  to  persuade  soft\vare 
writers  to  write  for  the  Mac. 

That  intimate  world  changed  long 
ago.  The  industry  is  too  large  for  the 
personal  touch  at  the  producer  level. 
Now,  sofbvare  developers  decide 
what  machines  to  write  for  by  making 
cold  calculations  (or  at  least  predic- 
tions) of  the  size  of  the  installed  base. 

But  when  the  user  enters  the  store 
to  buy  a  shrink-wrapped  program, 
personality  comes  into  play.  Software 
is  not  like  toothpaste.  It's  not  even 
like  hard\\'are,  where  different  clones 
are  almost  interchangeable.  Each  pro- 
gram feels  different,  works  differendy, 
reacts  differendy.  Each  has  its  own 
personalit)' — crxptic  or  wordy,  warm 
and  helpftil  or  cool  and  sleek,  with 
drop-down  menus,  tear-off  menus, 
icons  or  buttons.  They  may  do  prett\' 
much  the  same  things,  but  they  don't 
do  them  the  same  way.  Users  end  up 
spending  a  large  part  of  their  day  with 
their  software.  That's  a  much  more 
intimate  relationship  than  you're  ever 
going  to  have  with  your  toothpaste. 

Software  companies  want  each 
product  to  have  the  widest  possible 
market.  But  the  tact  is  that  we  need  to 
segment  the  software  market  to  dif- 
ferentiate products  effectively.  It 
should  be  segmented  not  just  by  ftinc- 
tion  and  level  of  capabilit>\  but  also  by 
customer  st\le,  as  reflected  ip  a  soft- 
ware author's  personality'. 

By  contrast,  the  idea  of  tailored 
software,  a  technical  possibilitN'  w  here 
the  customer  customizes  his  software, 
is  appealing  to  many  technical  tspes  in 
stiftware  companies;  it's  as  if  you 
could  put  sweetened  and  unsweet- 
ened tixnhpaste,  with  or  without  flu- 
oride, into  the  same  box.  But  custom- 
ers don't  w  ant  to  do  it  themselves;  the 
value  of  a  product  is  not  just  in  w  hat  it 
can  do  but  in  its  definition  of  how  it 
should  be  done.  The  idea  (^f  pcrsonal- 
i{\  software  makes  a  \oi  of  sense. 

I  hope  that  more  Peter  Nortons 
become  famous.  §■ 
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The  prognosis  of  a  computer  power 
failure  is  enough  to  sicken  any  medical 
professional.  Thats  precisely  why  the 
outlook  has  never  been  better  for 
selling  Exide  Electronics  Powerware* 
to  back  up  Health  Care  computer 
systems. 

While  the  Powerware  .sy.stem 
immunizes  hospital  computer  sy.stems 
against  threatening  surges  and  sags,  it 
protects  you  from  the  excessive  support 
costs  these  maladies  can  bring.  And 
only  Powerware  provides  on-line 
continuous  power  to  computer  systems 
ranging  from  the  smallest  PC  to  the 
world's  largest  mainframes. 

Be.st  of  all  the  easily  installed, 
fully  upgradable  and  cost-effective 
Powerware  System  keeps  consumer 
.sati?»faction  at  a  truly  heart>'  level.  Not 
to  mention  the  nice  shot  in  the  ami  it'll 
put  in  your  profit  margins. 

So  call  the  world's  foremost  power 
experts  at  1-800-554-3448  to  find  out 
more  about  Exide  Electronics  Systems, 
or  fax  us  toll  free  at  1-800-75-EXIDE. 
Becau.se  a  healthy  computer  .sy.stem 
makes  for  healthy  profits. 
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Itas  ISN'T  ThE  Latest 

In  IfeLECOMMUNICATlONS 
ItCHNOLOGY 


This  Is. 


Helen  Hausmam 
Customer  Service 
Representative 
Tempie,  TX 
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As  a  leader  in  telecommuni- 
cations and  in  the  use  of  its  latest 
technologies,  Centel  has  succeed- 
ed by  remembering  that  real 
communication  doesn't  happen 


hardware  to  hardware.  It  hap- 
pens people  to  people. 
Which  means  that  the  quality 


of  your  communication  depends 
on  the  quality  of  the  people  be- 
hind it.  And  nobody  in  telephone 
or  cellular  makes  that  connectbn 
better  than  Centel. 


CENTEL 

WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 

©  1991  Centel  Capaation.  For  more  infofmation.  please  write  to  Centel  Corporation.  Deol  A  8725  Hiqgins  Road  Chicaoo.  IL  60631. 
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COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


A  SCAN  of  sales-growth  figures  turns 
up  a  strong  clustering  of  impressive 
gains  among  telephone  and  tele- 
phone technology  companies.  The 
table  is  a  sampling.  What's  going  on.^ 

Some  of  the  growth  reflects  acqui- 
sitions. Still,  for  our  purpose — which 
is  to  turn  up  names  of  technology 
companies  that  are  on  the  move — it 
doesn't  hurt  to  have  these  cases  mixed 
in  with  the  companies  that  are  grow- 
ing by  internal  expansion.  You  use  a 
revenue -growth  ranking  like  this 
merely  as  a  starting  point. 

oc;OM  Corp.  and  Cellular  Inc.  are  in 
the  cellular  phone  business.  ocx)M  is  a 
new  company  divested  from  the  old 
Cellular  Communications.  Because  it 
is  new  and  small,  ocom's  large  per- 
centage growth  is  not  yet  meaningfiil. 
Cellular  Inc.  is  a  more  mature  compa- 
ny that  has  been  a  Forbhs  Up  & 
Comer  (Nov.  11,  1991).  The  recent 
revenue  growth  is  based  on  added 
subscribers  to  a  network  created  in 
rural  markets  in  nine  states.  This  com- 
pany is  trading  near  $  1 3,  which  trans- 
lates to  a  valuation  of  about  $30  for 
each  potential  customer.  In  a  recent 
comparison  often  cellular  companies 
valued  in  this  way,  C>ellular  Inc.  was 
the  best  bargain.  Rut  the  stock  has 
declined  steadily  this  spring  from 
highs  near  $18.  Wait  for  a  rebound. 

HCI  Telecom,  an  Israeli  company 
with  U.S.  operations  in  Orlando,  Fla., 
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makes  devices  that  multiply  the  num- 
ber of  channels  on  a  long  distance 
link.  ECi  revenue  growth  has  been 
consistent  and  its  profitability  is  su- 
perb. The  price/earnings  ratio  is  26. 
The  stock  has  been  a  high  performer 
since  1986  and  is  widely  watched. 
Good  stock,  but  not  a  discover)'. 

The  most  intriguing  stories  in  this 
sector  are  the  two  long  distance  com- 
panies: Resurgens  Communications 
Group  and  ldds  Communications. 
Atlanta- based  Resurgens  picked  up 
Com  Systems  of  Westlake,  Calif, 
boosting  quarterly  revenue  to  $38.7 
million  from  $6.6  million  a  year  ago. 
Resurgens  processes  and  transmits 
operator-assisted  long  distance  tele- 
phone calls  from  hotels,  hospitals  and 
pay  phones.  The  firm  also  provides 
operator  services  and  billing  and  col- 
lection services  to  other  long  distance 
companies.  The  current  quarter's 
earnings  were  just  6  cents  per  share,  so 
I  would  wait  and  see. 

For  most  types  of  technology  com- 
panies, acquisition-based  growth  is  a 
bad  sign.  Acquisitions  ofiien  precede 
indigestion,  and  an  acquiring  compa- 
ny's stock  may  be  depressed  for  a  few 
quarters  while  the  acquired  company 
is  absorbed,  particularly  if  the  ac- 
quired company  pays  a  fat  premium 
for  its  target. 

But,  for  long  distance  phone  com- 


Working  the  phones 


Company 


Revenue 
growth^ 


Net  profit 
margin 


Resurgens  Comm 

514% 

4% 

OCOM 

177 

9 

Cellular  Inc 

139 

loss 

LDDS  Comm 

102 

7 

ECI  Telecom 

61 

24 

'Most  recent  quarter  versus  year-earlier  quarter. 

These  telephone-related 
companies  showed  exceptional 
revenue  growth — or  bought  it — 
during  the  recession. 


panics,  it  is  a  different  stor>'.  If  you 
programmed  your  computer  to  ig- 
nore all  those  companies  making  ac- 
quisitions, you  might  never  look  at 
this  sector  at  all.  Some  long  distance 
companies  (ldds  is  a  prime  example) 
are  virtual  acquisition  machines. 

There  appears  to  be  some  sort  of 
combinatorial  logic  at  work  here.  Af- 
ter the  divestiture  of  AT&T,  many  hun- 
dreds of  small  long  distance  compa- 
nies sprang  into  existence.  As  one 
might  expect,  consolidation  ensued. 
We  are  down  to  about  300  such 
companies  now,  and  the  business  is 
still  actively  consolidating.  For  a  tiny 
long  distance  company  with  no  exten- 
sive network  of  its  o\\n,  the  cost  of 
network  access  might  devour  as  much 
as  60%  of  gross  revenues.  It  is  no 
wonder  that  such  businesses  may  be 
only  marginally  profitable.  But  when 
one  of  these  small  companies  is  ac- 
quired by  a  larger  one,  its  customer 
base  suddenly  can  be  made  profit- 
able— simply  by  plugging  it  into  the 
larger,  far  more  cost-eflicient  network 
of  the  acquiring  company. 

LDDS  Communications,  which  is 
based  in  Jackson,  Miss.,  has  an  inter- 
nal growth  rate  of  14%  annually;  the 
rest  of  the  gain  is  ft-om  acquisitions. 
The  firm  made  three  in  1 99 1,  using 
combinations  of  cash,  stock  and  debt 
financing.  The  combined  price  tag 
was  $90  million.  At  this  point  ldds 
has  $170  million  in  equit\-  and  SI 20 
million  in  debt.  Not  to  worrx',  says 
Charles  Cannada,  the  finance  chief 
"We  are  still  not  leveraged  enough." 
So  here  is  another  point  t)f  divergence 
fi-om  most  t>'pes  of  technolog\-based 
companies:  Long-term  debt  is  a  po- 
tion, not  a  poison. 

The  LDDS  network  covers  27  states, 
omitting  only  the  Northwest  and  the 
Northeast.  It  owns  the  switches,  or 
nodes,  of  its  ner\\  ork,  and  leases  the 
lines.  It  doesn't  use  telemarketing, 
which  it  sees  (quite  accurately)  as  an 
annoyance  to  potential  customers.  Its 
customers  are  primarily  small  busi- 
nesses, and  it  seeks  them  out  personal- 
ly with  a  direct  sales  force  of  300. 

LDDS  C^immunications  is  in  the 
third  tier  o\  \o\\^  distance  compa- 
nies— a  gaggle  of  fi\  e  or  six  companies 
ranking  in  si/e  behind  the  t)bvious 
leadership  companies:  .vr&T  is  first, 
followed  by  .\tc  i  and  Spnnt.  LDDS  is  a 
buv  on  pullbacks  fn>m  32.  ^ 
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"If  our  copiers  are  working, 
our  people  are  working." 


The  performance  of  your 
high-volume  copying  systems  is 
vital  to  the  produaivity  of  your 
organization. 

That's  why  we're  proud  to 
offer  The  Corporate  Line  of  highly 
productive  high-volume  copying 
systems— copiers  uniquely 
created  for  the  demands  of  companies  like  yours. 

The  Corporate  Line,  featuring  the  NP  9800  and  our 
new  NP  6060,  was  designed  for  durability  day  in  and  day 
out.  These  copiers  take  produaivity  beyond  delivering  more 


THE  CORPORATE  LINE 


copies  per  minute.  With  fast  first  copy 
speeds  so  your  people  spend  less  time 
completing  short  runs.  Sophisticated 
document  handling  and  finishing  capa- 
bilities for  complete  stapled  sets  at 
the  touch  of  a  button.  And  innovations 
like  the  largest  paper  capacities  in  the 
industry  so  your  people  spend  less  time 
at  the  copier,  and  more  time  working. 

The  Corporate  Line,  from  Canon.  For  ten  years, 
America's  §\  copier  company.  And  now  the  new  power  in 
high-volume  copying.  Call  1-800-OK-CANON. 


C  1992  Canon  U.S.A.,  Inc. 


Canon 
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If  you  ever  wanted  to  study  at  Oxford  or  Cambridge, 

summer  is  a  great  time  to  do  so. 

For  most  Americans,  in  fact,  it's  the  only  time. 

Head  trips 


By  Brigid  McMenamin 

Each  summer  dozens  of  Americans, 
most  of  diem  middle-aged  and  then 
some,  arrive  on  the  campuses  of  Ox- 
ford and  Cambridge  universities  and 
play  student  for  a  couple  of  weeks. 
They  study  Shakespeare,  explore  Brit- 
ish country  houses,  discuss  the  life  of 
Winston  Churchill,  probe  World  War 
II  British  intelligence  activities,  get 
reacquainted  with  Chaucer.  The  list 
of  available  courses,  most  taught  by 
regular  members  of  the  universities' 
faculties,  is  long. 

A  few  courses  can  count  as  academ- 
ic credit  at  U.S.  universities,  but  most 
do  not.  Papers  are  optional  in  most 
courses,  and  usually  ungraded.  The 
tutors  dine  and  socialize  with  their 
American  summer  students. 

The  schedule  is  geared  to  a  vacation 
pace.  During  their  one-to-three -week 
stays,  Oxbridge  summer  school  stu- 
dents attend  classes  each  morning, 
during  which  students  are  encour- 
aged to  make  comments  and  ask  ques- 
tions. This  is  a  departure  from  the 
traditional  English  tutorial  system, 
under  which  students  work  on  their 


Oxford  University,  England 
Summer  school  for  Yanks. 


own,  meeting  once  or  twice  a  week 
with  a  tutor  or  professor  to  present 
and  defend  what  they've  learned  and 
written. 

It's  also  a  departure  from  tradition 
to  have  American  students  on  cam- 
pus, period.  During  the  academic 
year,  only  a  tiny  number  of  foreign 
students  are  enrolled  at  Cambridge 
and  Oxford,  and  they  pay  handsomely 
for  the  privilege:  $17,000  to  $30,000 


" 


per  academic  year,  depending  on 
what  they  study.  British  students,  by 
contrast,  pay  no  tuition. 

For  some  of  the  Oxbridge  summer 
courses,  there  are  guest  lecturers  and 
specialists.  Tom  Austin,  65,  an  ac- 
countant from  Cleveland,  Ohio,  was 
delighted  to  discover  that  his  Cam- 
bridge classes  on  British  intelligence 
would  be  conducted  by  men  who  had 
actually  worked  with  Churchill  and 
helped  break  German  codes  during 
the  war.  And  several  of  Austin's  seven 
classmates  had  served  in  American 
military  intelligence.  "It  was  great!" 
says  Austin,  who  wrote  a  paper  on  the 
role  of  good  luck  in  cryptanalysis. 

After  morning  classes,  some  stu- 
dents go  sightseeing,  play  tennis  or 
wander  around  the  towns  built  up 
around  the  universities.  Nan  Asman,  a 
retired  univers.'ry  academic  counselor 
who  has  spent  five  summers  taking 
classes  at  Oxford  and  Cambridge,  and 
her  husband,  Robert,  an  nbc  news 
producer,  like  to  rent  long  flatboats 
and  spend  time  punting  on  Cam- 
bridge's River  Cam. 

Those  of  a  more  academic  bent 
spend  their  afternoons  doing  inde- 
pendent research  in  the  universities' 
libraries.  "I  was  entranced  with  Ox- 
ford," confesses  Wallace  Mercereau, 
61,  a  San  Mateo,  Calif  real  estate 
investor  and  developer.  So  much  so 
that  he  prepared  a  slide  show  on  the 
history  of  the  university'  (founded  in 
the  1 100s)  during  his  three- week  stay 
at  Worcester,  one  of  Oxford's  36 
colleges. 

Gary  Jugum,  49,  a  lawyer  from 


High  table  at 

Emmanuel  College 

K'snot 

the  food 

but  the  company 

that  matters. 


Bob  Asm.r^  ;\.'ni:\k;  on  the  Cam 
"I  only  kMt  the  pole  OMel" 
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Sacramento,  Calif.,  took  a  post- 
World  War  II  European  history 
course  that  called  for  three  short  pa- 
pers. There  were  no  grades,  but  there 
was  an  interesting  initiation  process: 
Before  he  could  use  Oxford's  500- 
year-old  Bodleian  Librar\',  Jugum 
had  to  take  an  oath  before  dons  in 
academic  robes.  "I  had  to  promise 
not  to  start  a  fire  in  the  stacks," 
he  says. 

Cost  for  these  head  trips.^  Less  than 
what  you  pay  to  stay  in  a  mediocre 
hotel  in  most  cities  these  days — just 
SI 40  to  S240  per  day,  depending  on 
the  length  of  stay,  the  meals  and  the 
side  trips.  (The  figures  include  room 
and  board,  but  not  airfare.) 

Don't  expect  luxurious  suites  and 
fine  European  cuisine.  These  are,  af- 
ter all,  students'  quarters.  Accommo- 
dations are  spartan,  often  just  a  room 
wixh  a  bed,  a  dresser  and  washbowl. 
Five  to  ten  residents  might  share  a 
bathroom  down  the  hall.  "Our  Amer- 
ican undergraduates  would  consider 
the  living  conditions  primitive,"  ad- 
mits retired  Har\ard  lawyer  Douglas 
Bowring,  72,  of  Martha's  Vineyard, 
Mass.,  who  studied  Shakespeare  with 
a  Smithsonian  group  at  Worcester 
College  in  1991. 

I  But  there  is  plent\'  of  architectural 
detail — some  rooms  have  old  leather 
chairs,  fireplaces  and  carved  stone 
Gothic  windows  with  garden  views.  A 
judge  ft-om  California  was  pleasandy 
surprised  to  find  a  grand  piano  in 
his  room. 

One  doesn't  go  on  these  programs 
for  the  food,  either.  The  .\merican 
visitors  generally  eat  "in  hall,"  just 
like  undergrads.  Where  you  eat  de- 
pends on  which  college  you're  staying 
in.  At  colleges  like  Exeter  at  Oxford 
"in  hall"  means  a  magnificent  old 
dining  room  v\ith  a  vaulted  ceiling, 
stained- glass  windows  and  stone  slab 
floors.  But  it  also  means  sitting  on 
long,  backless  benches  and  eating  in- 
stitutional food. 

"Cold  toast  seems  to  be  some  kind 
of  English  tradition,"  observes  Wal- 
lace Mercereau. 

But  food  is  incidental  at  dinner;  it's 
where  and  with  whom  you  sit  that 
counts.  "High  table"  is  where  the 
action  is.  That's  a  table  on  a  raised  dais 
where  college  leaders,  \isiting  digni- 
taries, dons  and  tutors  usually  sit.  At 
some  colleges,  they  wear  academic 


robes.  During  the  summer  programs 
a  few  Americans  are  chosen  each  day 
to  join  the  anointed  at  high  table,  and 
for  many  it's  the  highlight  of  the  trip, 
akin  to  sitting  at  the  captain's  table  on 
a  cruise  ship. 

For  others,  the  high  point  is  the 
local  pubs,  where  a  different  kind  of 
education  can  be  gained.  At  Oxford 
some  Americans  like  to  stay  in  college 
and  haunt  the  bar  in  the  lunior  Com- 
mon Room.  Others  prefer  in -town 
watering  holes  like  the  Mitre  and  the 


Eagle  and  Child  (more  popularly 
known  as  the  Bird  and  Babe),  where 
C.S.  Lewisand  J. R.R.  Tolkien  used  to 
share  a  pint  ever\'  Tuesday. 

Recalls  engineer  Alec  Moyer,  31, 
who  spent  2V2  weeks  with  his  wife 
and  mother-in-law  studying  English 
gardens  and  castles  at  Oxford's  Exe- 
ter College  last  summer.  "I  loved 
the  pubs — am'vvhere  I  found  them." 
What  did  he  learn.'*  "The  English 
pint  is  20  ounces,"  Mover  replies, 
"not  16."  ^ 


Oxbridge 
bound 

■ 

HERE'S  A  LIST  of  institu- 

tions that  sponsor  summer 

Cambridge 

study  at  Oxford  and 

Cambridge  Summer 

Cambridge.  Dates  are  for 

Study  Program.  Two -week 

1992  unless  otherwise 

session,  July  12  to  25,  at 

- 

noted. 

Emmanuel  College.  Price: 
S2,450,  not  including 

Oxford 

airfare.  Call  Joann  Painter, 

University  of  Califor- 

814^56-0757. 

nia  at  Berkeley:  Two  three- 

Humanities  Institute. 

week  sessions,  July  6  to 

Two- week  session,  July  12 

Aug.  15,  at  Worcester  Col- 

to 30,  at  Trinit\'  College. 

lege.  Cost  of  one  session: 

Price:  SI, 900,  not  includ- 

S2,800, not  including  air- 

ing airfare.  Call  Marie 

fare.  Call  510-642-8840. 

Danch,  800-442-7204. 

Eiiinboro  Utiiversity 

University  of  Texas  at 

(Pa.).  One -week  session. 

Austin.  Two -week  ses- 

Aug. 17  to  26,  at  Exeter 

sions,  resuming  in  1993, 

College.  Price:  SI, 800,  in- 

at Clare  College.  Price: 

cluding  airfaie.  Call  Ted 

S2,795  ( 199 f),  not  in- 

Atkinson, 814-732-2885. 

cluding  airfare.  Call  Ms. 

Smithsonian  Institu- 

Gene Sherman,  800- 

tion.  One  two -week  ses- 

882-8784. 

sion,  Sept.  12  to  26,  at 

Ca  m  bridge  Un  iversity 

Worcester  College.  Price: 

Continuing!  Education.  For 

S3,735,  including  airfare 

information  on  other 

from  Newark.  Call  .Amv 

Cambridge  programs  write 

Warner,  202-357-4700. 

to  Sarah  Ormrod, 

Oxford/ Florid  a  State 

Madinglev  Hall,  Mading- 

University  Summer  Pro- 

lev, C:ambndge,  CB3  8AQ, 

gram.  Two  three-week 

England.  Call  001  044- 

sessions,  June  5  to  Aug.  15 

0954-210636. 

at  Christ  Church.  Price 

$2,675,  not  including  air 

Oxford  and  Cain- 

tare.  Call  904  644-7551. 

bridge,  combined 

Oxford  University 

University  Vacations. 

Continuing!  Education.  For 

One- week  sessions,  July  12 

information  on  other 

to  Sept.  26  at  Brascnose 

programs,  write  G.P. 

College,  Oxford,  and  Cor- 

Thomas, Continuing 

pus  Chnsti  and  St.  Cath- 

Education, Oxford  Univer- 

arine's colleges,  Cam- 

sity, One  Wellington 

bridge.  Price:  SI, 675, 

Square,  Oxford  OX  1  2  J  A, 

not  includinu;  airfare.  Call 

• 

England.  Or  call  001 

800  792  0100. 

044  0865-270360. 

-B.McM.  H 
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What's  a  70-year-old  trade  magazine  publisher 
doing  in  the  record  business?  Just  following  his  taste 
and  his  interests  as  he  has  always  done. 

Tou  can  work 
miiracles" 


By  Peter  Newcomb 

A  Forbes  reporter  in  the  right-hand 
seat  ducks  involuntarily  as  Wayne 
Green  veers  his  blue  Miata  convert- 
ible across  the  twin  yellow  lines  on 
New  Hampshire's  Route  202,  the 
speedometer  needle  passing  70mph. 
Green  overtakes  a  lumbering  pickup 
truck  and  eases  the  two-seater  with  its 
LUV2GO  license  plate  back 
to  its  side  of  the  road. 
Decked  out  in  a  baseball 
cap  and  sunglasses,  Green 
keeps  talking  all  the  time. 

Bizarre  behavior  for  a 
70-year-old?  Not  for 
Wayne  Green.  Taking 
chances  at  high  speed  has 
been  standard  for  him  all 
his  life.  The  son  of  an  avia- 
tor who  founded  one  of  the 
first  transadantic  airlines. 
Green  grew  up  the  con- 
summate techie.  As  a  child 
he  tinkered  with  short- 
wave radio  gear,  learning 
radar  in  World  War  II  as  a 
Navy  man.  After  the  war. 
Green  kicked  around  the 
country,  landing  various 
jobs  in  radio  and  television.  In  the 
early  1950s  he  moved  to  New  York 
and  manufactured  loudspeakers. 

In  1955  the  loudspeaker  company 
went  bust,  but  that  experience  led  to  a 
job  editing  an  electronics  journal. 
Green  liked  editing  magazines,  but  he 
didn't  like  working  for  other  people. 
So  in  1960  he  started  his  own  niche 
trade  magazine  focusing  on  the  ham 
radio  industry.  The  magazine,  called 
73,  did  well  until  1964,  but  then  the 
FCc;  imposed  stricter  rules  governing 
radio  licenses  and  the  industr\'  hit  the 
rocks.  "In  1963  I  had  850  ham  radio 


stores  carrying  my  magazine,"  Green 
recalls.  But  the  ham  fad  faded.  "By 
1965  there  were  only  125  left." 

In  1975  the  first  microcomputer 
was  introduced,  and  Green  started  a 
magazine.  Byte,  as  a  forum  where 
users  and  producers  could  meet.  Byte 
was  an  immediate  hit,  and  Green 


Wayne  Green,  publisher  turned  record  producer 

At  70,  still  a  penchant  for  high  speeds  and  startups. 


quickly  launched  other  computer 
magazines,  including  Microcomput- 
injf  and  80-Micro.  lust  as  his  publish- 
ing business  was  taking  off.  Green  lost 
control  of  Byte  to  his  ex -wife  and  the 
magazine  was  sold  to  McGraw-Hill 
for  $7  million. 

The  success  of  Byte  had  confirmed 
something.  As  Green  puts  it:  'Mf  you 
have  a  publication,  it  gives  the  people 
in  that  field  the  ability  to  communi- 
cate." The  communication  between 
users  and  producers  that  occurs  in 
magazines  like  Byte  helps  the  industn' 
develop.  Kntrepreneurs  are  exposed 


to  what  people  want  and  the  consum- 
ers are  exposed  to  what  the  producers 
are  making.  "That  sparks  an  indus- 
try," says  Green.  "Arid  Bvte  proved 
diat." 

A  few  years  later,  when  he  was  62, 
Green  helped  spark  another  industr\'. 
With  money  received  from  selling  his 
remaining  computer  publications. 
Green  launched  cd  Review.  Compact 
discs  were  just  getting  started  and  cd 
Review  played  much  the  same  role  in 
the  new  industry  that  Byte  had  earlier 
in  a  different  industry.  Green  soon 
started  other  music  trade  magazines: 
Music  Retailing,  imps  Journal  and 
Music  Marketing. 

Of  his  repeated  successes  Green 
muses:  "You  can  work  miracles  if  you 
really  push  hard."  He  was  about  to 
produce  another  miracle,  this  time  in 
a  different  bu^ness. 

Visiting  New  Orleans  in  1989,  he 
heard  a  young  pianist  named  Scott 
Kirby  playing  Scott  Joplin  ragtime  on 
the  street.  Almost  as  a  lark. 
Green  told  the  musician  to 
visit  him  in  New  Hamp- 
shire, where  they  would  cut 
a  record.  Green  didn't  have 
a  recording  studio,  but  he 
cominced  the  local  Unitar- 
ian church  to  let  him  use  its 
space  and  piano.  He  rented 
some  recording  equipment 
and  pulled  in  a  sound  engi- 
neer. Green  handled  distri- 
bution himself,  calling  re- 
tailers and  advertising 
heavily  in  C7)  Review. 

The  low  -cost  Scott  Kirb\ 
album  sold  some  20,000 
copies,  and  Green's  inde 
pendent  record  compan\ 
was  in  business.  Green  now 
has  five  record  labels, 
among  them  Greener  Pastures  and 
Green  With  Emy  Records. 

Two  months  ago  Green  sold  i /' 
Rcvinv.  The  deal  is  worth  aUnit  $8 
million  over  the  next  five  years.  Part  of 
the  price  was  for  cash,  but  more  im 
portant  for  Green's  reci>rding  acts, 
he'll  get  fi-ee  advertising  space  in  en 
Review. 

Of  his  publishing  experiences. 
Green  recalls:  "As  soon  as  it  looked 
like  there  was  any  danger  o(  making 
money,  I'd  start  a  new  maga/ine." 
Wonder  what  he'll  do  once  he  starts 
making  mtMiev  in  records.  ^ 
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WHEN  WE  INVENTED  8IVIIVI, 

:  NEVER  REALIZED  HOW  MAI 

LIVES  WE'D  BE  SAVING. 


♦  Since  you  can't  re-Invent  precious  moments,  we  invented 

the  ideal  way  to  save  them. 

After  conceiving  the  tiny  8mm  video  cassette  and  camcor- 
der back  in  1975,  Sony  Recording  Media  has  produced  tens  of 
millions  of  cherished  memories.  And  touched  thousands  of  lives  with  a  very  special  legacy. 

So  look  into  this  year's  new  family  of  startlingly  clear  8mm  video 
cassettes  and  find  the  perfect  fit  for  your  family. 

We  invented  the  tape.  Now  you  go  invent  the  moments. 


■  NSMMBWIICMIWI  «■«> 
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FACES  BEHIND  THE  FIGURES 


EDITED  BY  JOHN  R.  HAYES 


Chastened  finance 
subsidiaiy 

Stej'HKN  Bhrger  was  head  of  New 
York  City's  Emergency  Financial 
Control  Board  during  the  city's  bank- 
ruptcy scare  in  the  mid-1970s.  Now 
Berger  is  head  of  GH  Capital's  $7.9 
billion  (assets)  corporate  finance 
group,  and  has  plenty  of  bad  paper  to 
worry  about. 

In  the  latter  1980s  the  corporate 
finance  group  was  earning  more  than 
$100  million  a  year  pretax  by  making 
high-margin  loans  to  leveraged 
buyouts.  Then  some  big  lbos  started 
coming  unstuck.  With  loans  out  to 
troubled  outfits  like  R.H.  Macy  & 
Co.,  Del  Taco  Restaurants  and  Chan- 
nel Home  Centers,  gh  Capital  wrote 
off  over  $300  million  of  bad  lbo  loans 
in  1991 .  In  the  first  quarter  of  1992  it 
set  aside  another  $140  million.  More 
writeoffs  lie  ahead. 

"There  really  is  a  business  cycle," 
says  Berger,  a  fast-talking,  cigar-puff- 
ing New  Yorker  who  joined  ge  Capi- 
tal in  1990.  "This  is  a  place  that 
understands  that  now." 

Looking  ahead,  Berger  says  he 
wants  to  use  GE  Capital's  triple-A 
credit  rating  and  large  size  (assets, 
$80  billion)  to  compete  with  the 
commercial  banks  in  traditional  cor- 
porate lending.  In  March  the  corpo- 
rate finance  unit  led  a  syndicate,  most- 
ly of  banks,  that  lent  $350  million  to 
apparel  maker  Warnaco  Group  Inc.,  a 


successfiil  leveraged  buyout  that  came 
public  last  fall.  Berger  reckons  ge 
Capital  will  hold  about  $100  million 
of  the  loan  itself 

Berger,  52,  is  also  moving  GE  Capi- 
tal into  the  debtor-in-possession  busi- 
ness. It  recently  beat  out  Chemical 
Bank  for  an  $800  million  loan  to 
finance  retailer  Carter  Hawley  Hale 
Stores'  emergence  from  Chapter  1 1 . 

But  holding  Berger  back  is  that  bad 
paper  from  ge  Capital's  aggressive 
LBO  lending  days.  "Working  out  stuff 
takes  time,"  sighs  Berger.  "You've 
got  to  be  tough.  You've  got  to  have 
patience.  And  you've  got  to  have  an 
exit  strategy."  -Matt  Rees 
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Stephen  Berger, 
executive  vice  presi- 
dent, GE  Capital 
"You've  got  to 
be  tough.  You've 
got  to  have 
patience." 


Everfresh 
Beverages' 
James  Pomrov 
Profiting  from 
the  brewers' 
mistakes. 


Juices  with  bubbles 

James  Pomroy  is  getting  rich  picking 
up  crumbs  from  the  giant  beverage 
companies.  In  1983  he  bought  Doric 
Foods,  a  small  juice  company,  from 
Coca-Cola.  Six  years  later  he  sold  it, 
renamed  as  Sundor,  to  Procter  & 
Gamble  for  almost  $300  million, 
about  five  times  what  he  paid  for  it. 

In  February,  soon  after  his  non- 
compete contract  with  Procter  & 
Gamble  expired,  Pomroy  bought  two 
more  beverage  firms:  Sundance,  an 
unprofitable  joint  venture  between 
beer  brewers  Guinness  and  Stroh,  and 
Everfresh  Beverages,  bought  from 
Canadian  brewer  John  Labatt  Ltd.  To 
cut  costs,  Pomroy  merged  the  two, 
retaining  the  Everfresh  name. 

Everfresh  is  part  of  what  the  trade 
calls  "new  age  beverages" — sparkling 
waters  and  juices  that  buyers  perceive 
as  healthier  than  traditional  sodas. 
The  niche  attracted  beer  companies 
that  were  worried  about  declining 
beer  consumption  and  wanted  new, 
nonalcoholic  products  to  push 
through  their  breweries.  The  sector 
has  grown  from  almost  nothing  in  the 
mid-1980s  to  about  $1  billion  today. 
But  individually  none  of  the  beer 
companies'  juice  drink  brands  got  big 
enough  to  justify'  the  mass- market 
advertising  their  owners  excelled  in. 
Gradually  brewers  like  Guinness, 
Stroh,  Anheuser-Busch,  G.  Heileman 
and  Labatt  backed  out,  giung  Pom- 
roy his  opportunity'  to  buy  in. 

Pomroy,  57,  has  been  in  marketing 
at  Colgate-Palmolive,  Ralston  Pur- 
ina, Booz,  .Allen  and  ITT  since  gradu- 
ating from  the  Har\ard  Business 
School.  B\'  gi\'ing  small  brands  the 
marketing  attention  the  majors 
couldn't  provide,  Pomroy  thinks  he 
can  succeed  where  the  big  beer  com- 
panies failed.  "We're  getting  our- 
selves ready  for  some  aggressive  ex- 
pansion programs  in  the  tall,"  he  says. 
"By  then  we'll  also  be  positioned  fiir 
at  least  one  more  acquisition,  and 
another  one  early  next  year." 

Life  after  Posner 

Waiter  Sin  kman  spent  20  years 
working  for  N'ictor  l\>sner,  the  last  5 
running  Sharon  Sieel,  the  Farrell,  Pa.- 
based  company  that  Posner  bled  dr\'. 
Sieckman  quit  in  1987,  after  Posner 
tiH>k  Shari>n  nno  Chapter  1 1  rather 
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BMW  provides  a  more  rewarding  benefit 
than  pursuit  of  a  corner  office. 

Taking  form  in  the  seamless  acceleration 
of  the  twin-cam,  three-cylinder,  740cc  BMW 
K75RT  or  K75S.  Motorcycles  that  make 
putting  distance  between  you  and  the  commercial  world  a 
sweet,  and  very  moving,  experience. 

If  you  haven't  ridden  two  wheels  recentiy  you'll  be  de- 
lighted how  much  ground  BMW  has  covered.  And  when  you 
I  exit  the  straight  and  narrow  for  distant  shores,  you'll  find  the 
'silky  tinger-light  response  loses  nothing  in  translation. 

If  the  aerodynamic  good  looks  don't  stop  you,  be  con- 


fident the  world's  first  antilock  braking  system  for  motor- 
cycles will.  Even  in  a  panic  situation  on  slippery  surfaces, 
BMW's  patented  ABS  helps  you  stop,  safe  and  sure. 

A  three-year,  unlimited  mileage,  limited  warranty  carnes 
our  heritage  of  longevity  even  furtiier; 

So  if  you  find  a  bigger  life  more  compelling  tiian  a 
bigger  office,  call  800-345-4BMW  to  arrange  a  test-ride  at 
your  nearest  participating  BMW  motorcycle  dealer. 

You'll  be  surprised  how  much  you  get  for  your  nnoney 

And  at  how  different  the  world  looks  when 
you're  sitting  behind  a  pair  of  handlebars.  Instead  | 

of  behind  a  desk     WORTH  THE  OBSESSION: 
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than  negotiate  with  bondholders.  A 
few  months  later  Sharon's  creditors' 
committee  brought  Sieckman  back  as 
chief  operating  officer. 

Keeping  Sharon  going  was  a  daunt- 
ing job.  Sharon's  net  worth  was  nega- 
tive $260  million,  and  everyone  from 
angry  unions  to  the  Pension  Benefit 
Guarantee  Corp.  had  lodged  claims 
against  the  company.  Further  compli- 
cating matters,  Posner  had  made  off 
with  Sharon's  accounting  records. 

In  December  1990  Sharon 
emerged  from  bankruptcy.  The  bank- 
ruptcy court  wiped  out  Posner's  equi- 
ty and  split  the  company  into  two 
pieces — the  steelworks,  now  called 
Sharon  Specialty  Steel,  and  a  copper 
and  brass  fabricator,  called  Mueller 
Industries.  Bondholders  settled  their 
claims  for  18%  of  the  steel  company's 
equity  and  all  of  Mueller's. 

For  about  $300  million  in  debt, 
assumed  liabilities  and  a  bit  of  cash, 
the  rest  of  Sharon  Specialty  Steel  was 
sold  to  an  investment  group  orga- 
nized by  Sieckman.  Since  then,  Sieck- 
man has  been  busy  rebuilding  the 
steelworks.  Sharon  Specialty's  reve- 
nues slipped  slightly  last  year,  to  $484 
million,  thanks  to  weaker  steel  prices. 
But  shipments  rose  7%  and  the  steel- 
works earned  a  modest  profit — the 
first  since  1981— of  $1.6  million.  "I 
made  up  my  mind  that  this  was  a 
business  that  deserved  to  be  saved," 
says  Sieckman. 

Now  Sieckman,  60,  and  his  group 
hope  to  sell  34%  of  Sharon  Specialty 
Steel  to  the  public  to  raise  $32  million 
for  debt  repayment  and  badly  needed 
capital  improvements.  At  24  times 
pro  forma  earnings  (basically  1991 
earnings  adjusted  to  reflect  lower  in- 
terest payments  if  debt  is  paid  down), 
the  stock  is  no  bargain.  But  if  the 
ofitring  flics,  Sieckman  will  have  tak- 
en another  step  toward  rebuilding 
that  which  Posner  destroyed. 

Back  stabbing 

In  1951  Alfred  Bader  started  what  has 
become  the  Sigma-Aldrich  Corp.  The 
St.  Louis-based  company  manufac 
tures  and  sells  a  broad  range  of  chemi- 
cals to  research  laboratories.  A  profit 
able  business:  Last  year  the  company 
earned  $80  million  ($1 .60  a  share)  on 
sales  of  $589  million.  Its  market  value 
is  over  $2  billion. 


Walter  Sieckman, 
chief  executive, 
Slnaron  Specialty 
Steel 

Another  step 
toward  rebuild- 
ing that  which 
Posner  brought 
down. 


1 


How  does  Bader,  now  68,  feel 
these  days."  Terrible.  In  a  boardroom 
coup  last  November,  Sigma-Aldrich 
C^hief  Executive  Thomas  Cori  in- 
formed Bader  that  the  company  was 
investigating  an  improperly  reported 
call  option  Bader  had  sold  in  August. 
Cori,  whom  Bader  had  named  prcsi 
dent  in  1979  and  chief  executive  in 
1983,  demanded  that  Bader  resign  his 
directorship  and  title  of  chairman 
emeritus. 

Bader's  infraction,  it  turns  t)ut,  was 
slight:  A  notice  required  by  the  Secu- 


Alfred  Bader, 
cofounder  of 
Sigma-Aldrich 
Corp. 

"You  have  a 
megalomaniac 
who  is  very, 
very  able." 


rities  &;  Exchange  C\)mmission  was 
filed  one  month  late.  "Surely  that's 
not  a  reason  u^  dismiss  the  founder," 
pleads  Bader.  But  sources  at  the  com- 
pany say  Con  was  tired  of  working  in 
Bader's  shadt)\\  and  was  lixiking  for 
any  excuse  to  oust  him. 

Cori  controls  Sigma- Aldrich's 
board,  but  Bader  still  owns  7%  of  the 
company  sttKk,  worth  SI 75  million. 
Will  he  sell  his  stt>ck  in  protest.'  No, 
says  Bader.  Says  he  of  Cori:  "Y'ou  have 
a  megalomaniac  who  is  vcn\  very 
able."  -R.  In  Sii  i  ivan  IB 


Isb 

\fi 
ipiz 
krj 
l»li( 
J'si 
leas 

Bl» 

leas 


116 


Forbes  ■  June  22,  1992 


Mow  THIS  IS  WH  Al  WE 


I 


II 


joodbye  ol'  mainframe  computer 
ndustry  leaders  have  already  decided: 
They're  going  to  fcister/smaller/less  expensive 
computers  based  on  open  systems  standards.  And 
)ata  General  is  leading  the  way!  Our  AViiON*  Systems 
can  give  you  117  MIPS  of  mainframe  power  that  fits 
in  a  pizza  box  for  a  downsized  starting  price  of 
under  $100,000! 

Jnbelievable,  you  say?  Believe  it,  we  say! 
Here's  what  AViiON  can  mean  to  your  business: 
Increased  savings  because  AViiON  costs  millions  less 
than  traditional  mainframes -plus  you  save  on 
maintenance,  software,  power,  etc. 
Increased  productivity  because  AViiON 
allows  your  different  computers  to 
work  together  as  a  corporate  resource. 


iw  Increased  information  storage  capacity  and  security 

thanks  to  the  availability  of  AViiOiS's  fault  tolerant  disk  array. 
iw  Increased  and  immediate  "mainframe  clciss" 

performance  using  the  leading  databases, 

business  applications  and  communications  software. 
i'  Increased  envy  from  your  competitors  because 

you  took  advantage  of  open  systems  for  a 

competitive  edge. 

Data  General  AViiON  Systems. 

That's  where  the  world  is  going. 

And  we  want  to  tcike  you  with  us. 

c^i'  1-800-DATAGEN 


DataGena^ 


'<^. 


t  ^992  Dala  General  Corporation 

A  iiON  >s  a  registerea  Iradennark  ol  Data  General  Corporation 


Where  the  World 
is  going! 


The 

AViiON  System. 

Mainframe 

power  that  fits 

in  a  pizza  box 

aind  saves  you 

millions! 


THERE  ARE  SOME  PLACES  WHER I 


While  we  clearly  build  cars  that  appeal  to  the 
eye,  we're  more  concerned  with  appealing  to  things 
like  a  driver's  right  foot.  And  adrenal  glands. 

In  other  words,  the  1992  Acura  Legend  Coupe 
wasn't  just  designed  to  be  beautiful  for  beauty's  sake, 
but  also  for  the  sake  of  performance. 


The  product  of  rigorous  airflow  testing,  both  o 
the  track  and  in  the  wind  nmnel,  the  Legend  Coupe 
sleek,  aenxhnamic  shape  enables  it  to  fly  through  th 
air  with  ver}'  little  a^istance  or  turbulence.  And  fl 
down  the  mad  v\ith  aMiiarkable  stabilit\'. 

To  achieve  its  low  .32  drag  ccx^fficient,  each  bod 
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DOKS  ARE.  IN  FACT  EVERYTHING. 


section  was  computer  analyzed  then  shaped  for  maxi- 
mum efficiency.  For  instance,  the  Legend  Coupe  has 
unusually  narrow  gaps  between  its  body  panels.  Its 
grille  has  a  very  low  profile.  And  the  headlights  and 
door  handles  are  almost  completely  flush. 

Putting  such  detail  into  the  Legend  body  means 


you  can  make  more  of  everything  that  sits  under  it. 
Like  its  200-horsepower,  3.2-liter,  24-valve  V-6.  And 
double-wishbone  suspension.  Because,  while  looks 
are  nice,  we  think  performance  is  ever\thing.  Call 

more  inrormation.        V_3/  precision  cR,\niD  performwce 
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IRS  picking  on  you 
for  deducting  hobby  losses? 
We  have  a  surefire 
defense  plan. 
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Holistic  Investing  122 

By  William  Baldwin 

Restructure  your  financial  life.  Think 
of  your  mortgage,  your  thrift:  plan  and 
your  taxable  imestments  as  elements 
in  an  integrated  whole. 

Alternative  Retirements  124 

By  Jean  Sherman  Chatzky 

You  don't  ha\e  to  end  up  in  Florida. 
Some  retirees  are  finding  an  attractive 
mix  of  weather,  living  costs  and  taxes 
in  far  less  obxious  locales. 

Rip  Account  128 

By  Gretchen  Morgenson 

The  so-called  wrap  account  is  Wall 
Street's  current  craze.  For  most  peo- 
ple the  craze  is  plain  crazy. 

How  to  retire,  avoid 
Florida  and  live 
happily  ever  after. 
^■■1   124 


Stop  Me  Before  I  Spend  130 

By  Graham  Button 

Sa\ing  is  a  good  thing,  but  some 
investments  sold  as  "'forced  savings 
plans''  are  ver\'  bad  things. 


Buying  The  Farm  134 

By  Julie  Pitta 

Gentlemen  farmers  and  other  hobby- 
ists run  the  risk  that  the  IRS  will  take 
away  their  deductions.  But  there's  a 
sure  way  to  beat  the  IRS. 

State  Estate  Taxes  138 

By  Laura  Saunders 

Where  you  live  still  makes  a  big  difttr- 
ence  in  how  much  of  your  estate  gets 
taken  away. 

Safe  Sex  140 

By  Laura  Saunders 

If  you  shower  your  lover  w  ith  pres- 
ents, make  sure  you  don't  wind  up  in  a 
menage  a  trois  with  the  IRS. 

Sacred  Assets  Trusts  144 

By  Laura  Saunders 

Want  to  make  sure  the  family  home 
stays  in  the  family  after  you  are  gcMie.- 
Put  it  in  a  trust. 

Disposing  Of  A  Tax  Shelter         149 

By  William  P.  Barrett 

What  should  you  do  with  tag  ends  of 
busted  tax  shelters?  A  lot  of  them  are 
so  bad  that  vou  can't  ui\e  them  awav. 


NEW  ISSUES 


How  Many  Shareholders  Does  It 
Take  To  Screw  In  A  Bulb?  156 

By  Fleming  Meeks 

Warning  sign  of  a  market  top:  lots  of 
new  issues.  Further  w  arning  sign:  lots 
of  dox\nright  silly  new  issues. 

New  Issue  Roulette  158 

By  Warren  Midgett  and  Scott  DeCarlo 
If  you  want  to  make  money  in  IPOs 
here  are  r\\o  solid  pieces  of  ad\"ice: 
Stick  with  the  largest  underwriters 
and  bu\'  in  the  slowest  \ears. 


COMPUTERIZED  INVESTING 


Cyberspace  Meets  Wall  Street     164 

By  Wiiiiar::  G.  Fanagar. 

Here's  a  new  sci-fi  investment  tool 
that  makes  spotting  and  tracking  se- 
curities quicker,  easier  and  more  fiin. 


How  the  exparte  are 

putting  virtual  reality 
to  use  trading  securities. 
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Desktop  Finance  170 

By  Steve  Kichen 

You're  still  not  using  a  personal  com- 
puter to  help  with  your  investments? 
Time  to  get  electronic  control  of  your 
finances. 

Do-It-Tourself  Mutual  Funds     174 

By  Eric  S.  Hardy 

Do  you  admire  a  certain  money  man- 
ager but  prefer  to  do  your  own  stock 
picking?  Here's  how  you  can  try  to  be 
vour  own  Peter  Lynch  or  Warren 
Buffett. 


EQUITIES 


178 


Small  Company  Funds 

By  Mary  Beth  Grover 

Are  there  any  good  small  fiands  that 
haven't  yet  been  discovered?  Yes — 
and  here  they  are. 

Defense  Stocks  182 

By  Reed  Abelson 

Precisely  because  ever\'one  is  sour  on 
them,  some  defense  stocks  are  good 
buys  now. 

Foreign  Oil  Stocks  184 

By  Toni  Mack 

The  case  for  Repsol,  Elf  Aquitaine  and 
Total:  They're  cheaper  than  their 
,U.S.  equivalents. 

Transamerica  Capital 
Appreciation  Fund  188 

By  Gretchen  Morgenson 

Every  big  bull  market  spawns  fimds 
like  this  one.  People  with  long  memo- 
ries will  avoid  them. 


Guess  which  has  a  lower 
price/cash  flow  ratio, 
the  Japanese  market 
or  the  U.S.  market? 
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The  best  time  to  buy 
a  small-company  fund 
Is  when  it's  still  small. 
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Japan  Inc. 

By  Christopher  Palmeri 

It's  not  going  bust.  With  the  market 
still  a  smoldering  ruin,  now  is  a  good 
time  to  pick  up  some  bargains. 

Mexico's  New  Issues  196 

By  Claire  Poole 

Mexico  is  a  long  since  discovered 
economic  miracle.  Some  smart  mon- 
ey is  taking  its  profits  on  the  Bolsa. 

Europe  At  15%  0£f  200 

By  Suzanne  Oliver 

European  stocks  look  cheaper  than 

U.S.  stocks.  So  play  Europe. 

Latin  Bonds  &  Bank  Deposits     202 

By  Joel  Millman 

You  can  make  a  good  return  investing 
in  Latin  American  debt.  Find  out  how 
to  size  up  risks  and  rewards. 


INSURANCE 


What  Every  Investor  Should 
Know  About  Life  Insurance         206 

By  Carolyn  T.  Geer 

Relying  on  a  policy  illustration  is  a 
hazardous  way  to  buy  life  insurance. 
Here's  a  road  map  to  smart  buying. 

High-RiskLife  208 

By  Carolyn  T.  Geer 

It's  tough  getting  insurance  if  you 

have  health  problems,  but  here's  how. 

Discounters  212 

By  Carolyn  T.  Geer 

Fixed  commissions  are  a  tradition  in 
the  life  insurance  business.  But  quiet 
discounting  is  coming. 


EXOTICS 


Investing  In  Vacation  Homes      214 

By  Toddi  Gutner 

Are  resort  homes  a  good  buy  for  an 
investor?  Yes — if  you  do  the  arith- 
metic and  know  how  to  maximize 
your  tax  advantages. 

Salmon  Fishing  Rights  216 

By  Richard  C.  Morais 

Some  investments  pay  their  dividends 
in  pleasure — and  Congress  hasn't  yet 
figured  how  to  tax  pleasure.  So  if  you 
love  fly-fishing,  consider  buying  a 
piece  of  a  Scottish  salmon  river. 

Long-Shot  Bonds  222 

By  Jason  Zweig 

Will  Boris  Yeltsin  make  good  the 
debts  of  the  czars?  If  you  buy  Batista 
bonds,  will  Fidel's  successor  pay  you 
back?  If  such  fantasies  appeal  to  you, 
here  are  some  ways  to  play  them. 

Agonies  Of  A  Celtics  Owner        226 

By  Richard  Phalon 

A  lesson  in  publicly  traded  partner- 
ships, Damon  Runyon  st\'le.  And,  for 
investors  who  like  to  fill  out  complicat- 
ed tax  forms,  a  list  of  intriguing  L.P.s. 

Long-Term  Options  230 

By  William  Baldwin 

You'd  like  to  sell  off  some  winners  but 
you  don't  want  to  pay  the  taxes.  What 
options  do  you  have? 


You  can  own  a  vacation  property 
and  be  exempt  from 
the  "passive  loss"  problem. 
■■^  214 
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It's  time  to  restructure  yourfinancial  life.  Stopthinking  of  your  mortgage, 
your  investments  and  your  pension  plan  as  separate  things.  They  are 
elements  in  an  integrated  whole,  and  you  can  make  them  interact 
in  ways  that  will  make  you  money  and  save  you  money. 

Holistic  investing 


By  William  Baldwin 

Is  IT  POSSIBLE  that  the  left-hand  side  of 
your  balance  sheet  doesn't  know  what 
the  right-hand  side  is  doing?  That 
your  401(k)  thrift  plan  doesn't  talk  to 
your  bank  account,  or  your  tax  shelter 
to  your  securities  portfoHo?  It's  a 
common  phenomenon,  and  one  that 
costs  investors  thousands  of  dollars  in 
needless  taxes  and  transaction  fees. 

This  annual  investment  guide, 
Forbes'  fiftJi,  consists  of  30  articles 
on  money  management.  Every  issue 
of  the  magazine  has  articles  meant  to 
help  readers  with  their  personal  fi- 
nances— articles  on  tax  strategies, 
mutual  ftinds,  securities  selection. 
But  this  concentrated  dose  of  person- 
al finance  will  serve  the  additional 
purpose  of  encouraging  you  to  look  at 
the  big  picture. 

Many  people  suffer  from  a  tenden- 
cy to  compartmentalize  their  financial 
lives  in  ways  that  cost  them  money. 
Here  are  some  typical  symptoms  of 
this  ailment. 

■  You  have  investment  real  estate  sub- 
ject to  "passive  loss"  rules  or  other 
limitations  on  allowable  deductions, 
yet  you  also  have  fixed-income  assets 
like  bonds. 

■  Your  mortgage  still  has  a  large  bal- 
ance on  it.  But  you  just  put  a  lot  of 
money  in  a  Ginnie  Mae  fimd. 

■  You  have  money  in  the  bank.  Your 
spouse  nms  up  interest  on  credit  card 
balances. 

■  You  work  for  a  retailer.  Your  chil- 
dren's college  tuition  funds  are  heavi- 
ly weighted  to  retail  stocks. 

The  cure,  in  all  cases,  is  financial 
holism.  Put  your  financial  affairs  in 
order  by  putting  them  together. 

First,  look  at  all  the  fixed-income 
items  on  your  balance  sheet — bor- 
rowing or  lending. 

Let's  start  with  borrowing:  If  you 
own  a  tax  shelter,  a  vacation  home 
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that  you  rent  out  or  investment  real 
estate,  then  you  probably  have  mort- 
gage debt  attached  to  it.  If  so,  then 
you  probably  have  bumped  up  against 
painfijl  anti-tax-shelter  laws  that  have 
been  enacted  in  recent  years.  Now 
look  at  your  lending.  Do  you  own  any 
fixed-income  assets,  such  as  U.S. 
Treasurys,  municipal  bonds,  bank  CDs 
or  bond  ftinds.'  Then  you  are  pouring 
money  down  the  drain. 

Here's  why.  The  money  you  are 
lending  out  by  owning  bonds  gener- 
ates interest  income  that  is  fiilly  tax- 
able. (In  the  case  of  munis,  the  tax 
takes  the  form  of  a  much  lower  inter- 
est rate  than  you  could  have  gotten  on 
another  kind  of  bond.)  The  invest- 
ment real  estate,  meanwhile,  gives  rise 
to  interest  costs  that  are  not  fiilly 
deductible  because  of  the  antishelter 
laws.  The  solution:  Use  your  liquid 
assets  to  pay  off  your  investment- 
related  debt. 

If  your  tax  problem  has  to  do  with  a 
limited  partnership  that  a  broker  sold 
to  you,  your  options  may  be  limited, 
as  the  story  on  page  149  makes  clear. 
But  if  the  writeoff's  you  are  denied 
relate  to  a  vacation  home,  read  the 
stor\'  on  page  214.  You  can  cut  your 
tax  bill  by  paying  down  the  mortgage. 
Another  set  of  tax  rules  chokes  off' 
losses  for  hobby-like  activities;  again, 
you  may  be  able  to  cure  the  problem 
by  putting  capital  into  the  hobby.  See 
the  stor\'  on  page  134. 

A  surprising  number  of  otherwise 
well  informed  people  are  attached  to 
the  myth  that  says,  "A  mortgage  is 
good  because  you  always  need  the  tax 
deductioii."  Nonsense.  Suppose  you 
have  a  Sl()(),0(){)  mortgage  at  9%  and 
own  $  1 00,000  worth  oVa  Ginnie  Mae 
fund.  The  fund  yields  8%  before  ex- 
penses and  maybe  7.5%  after.  So  you 
are  borrowing  at  9%  to  lend  at  7.5%. 


You're  losing  31,500  a  year.  All  the 
tax  deduction  does  for  you  is  let  you 
deduct  that  51,500  waste. 

By  all  means,  keep  spare  cash  in  a 
no-load  bond  ftind  for  liquidit}'.  But 
not  more  than  you  need.  You  might 
be  better  off  paying  down  the  mort- 
gage and  then  arranging  a  home- 
equit}^  line  of  credit  that  you  could  tap 
in  an  emergency. 

A  rare  taxpayer,  in  contrast,  does 
have  too  htde  mortgage  debt.  This 
person  is  so  fearful  of  owing  money 
that  he  has  no  home  mortgage,  yet 
can't  scare  up  the  cash  to  fijnd  his 
401(k)  thrift  plan.  He  would  proba- 
bly be  better  off  owing  money  on  the 
house  (tax  deductible)  and  owning 
money  in  the  thrift  plan  (tax  de- 
ferred). In  a  holistic  sense,  this 
doesn't  mean  going  into  debt;  the 
investor  is  just  lending  money  from 
one  pocket  to  another  and  getting  a 
tax  arbitrage  out  of  the  deal. 

Once  you  have  rationalized  all  the 
borrowing  and  lending  on  your  per- 
sonal balance  sheet,  move  on  to  the 
next  step,  which  is  to  integrate  your 
investment  account  with  your  tax- 
deferred  iR.\s  and  thrift  plans.  Don't 
commingle  them  literally;  the  tax 
code  forbids.  Integrate  them  on  a 
sheet  of  paper.  Is  there  some  way  to 
enhance  your  returns  by  shuffling  as- 
sets from  one  account  to  the  other? 

Stephen  Gorman,  a  financial  plan- 
ner at  BDO  Seidman  Financial  Services 
in  Boston,  illustrates  this  point  with 
the  case  t^f  a  client  who  came  to  him 
for  help  recently.  The  client  was  an 
executive  with  about  $200,000  in  a 
long  standing  company  thrift  plan,  all 
invested  in  guaranteed  investment 
contracts  (bt^nd-like  assets  sold  by 
insurance  companies).  He  had  alxnit 
twice  that  amount  in  taxable  ac- 
counts, including  an  assortment  ot 
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stocks  that  a  broker  had  pushed  on 
him,  and  some  tax  shelters.  In  select- 
ing GiCs,  the  executive  had  ignored 
other  options  for  the  thrift  plan,  in- 
cluding the  Fideiitv'  Magellan  Fund. 

It  didn't  make  an\'  sense.  The  fel- 
low was  paying  brokerage  commis- 
sions and  getting  poor  investment 
results  in  a  fiitile  effort  to  make  a 
killing  in  the  stock  market;  all  the 
while  he  was  passing  up  the  opportu- 
nit\'  elsewhere  on  his  balance  sheet  to 
get  into  an  excellent  fund.  Gorman 
had  the  executive  sell  off  a  lot  of  the 
individually  owned  stocks,  emphasiz- 
ing the  ones  in  which  there  were 
capital  losses.  Simultaneously,  the  ex- 
ecutive began  switching  his  GlCs  into 
Magellan,  taking  advantage  of  the  fact 
that  Fidelit\'  waives  the  3%  load  for 
thrift  plans. 

You  don't  have  to  be  a  market- 
timing  genius  to  make  this  kind  of 
switch.  You  can  keep  your  allocation 
to  stocks,  bonds  and  foreign  securities 
constant,  all  the  while  improving  re- 
sults or  cutting  taxes.  Suppose  you 
want  to  be  half  in  stocks  and  half  in 
bonds.  There's  no  reason  your  taxable 
brokerage  account  and  your  401(k) 
each  have  to  be  balanced. 

If  you  are  a  buy  and  hold  investor, 
you  will  probably  be  better  off"putting 
all  your  growth  stocks  in  the  broker- 
age account,  where  only  the  2%  yield 
is  currendy  taxable,  while  stuffmg 
your  tax -deferred  account  with  Trea- 
sury' bonds  paying  8%  of  ordinarily 
taxable  interest. 

Conversely,  if  you  are  an  active 
trader  who  realizes  most  of  your  capi- 
tal gains  fairly  quickly,  you  will  proba- 
bly be  better  off  with  a  reverse  strate- 
gy'. Growth  stocks,  with  a  10%  expect- 
ed total  return,  would  go  in  the  thrift 
account,  \\  here  the  tax-deferred  com- 
pounding will  have  maximum  bene- 


fit. Bonds  would  go  in  your  taxable 
accounts,  and  you  might  well  switch 
from  8%  Treasures  to  a  6%  tax-free 
bond  fund. 

Sometimes  the  integration  of  thrift 
and  non- thrift  asset  planning  can  have 
surprising  results.  Charles  Kowal,  a 
financial  planner  with  Ernst  &  Young 
in  Cleveland,  says  he  has  clients  with 
some  of  their  40 1  ( k )  accounts  allocat- 
ed to  money  market  investments. 
Money  markets  in  a  long-term  savings 
plan.'  It  turns  out  that  some  compa- 
nies have  older  GIC  plans  still  paying 
upwards  of  8%,  even  though  the  plan 
permits  a  shift  into  other  options, 
such  as  stocks,  on  short  notice.  In 
effect,  the  Gic  becomes  a  high-\ield, 
short-term  asset. 

If  you  are  in  this  situation,  don't 
cancel  that  GIC.  Even  though  it's  a 
weak  long-term  holding,  it  can  serve 
as  a  source  of  cash  for  quick  deploy- 
ment in  stocks  if  the  market  falls. 
Meanwhile,  take  the  cash  sitting  in 
your  brokerage  account  at  4%  and  put 
it  into  assets  suitable  for  long-term 
savings. 

Next,  think  about  all  your  tax-de- 
ferred assets  at  once.  Are  you  invest- 
ing in  assets  with  only  a  weak  tax 
benefit  (such  as  insurance)  while  put- 
ting in  less  than  you  could  in  savings 
plans  with  powerfiji  tax  benefits 
(namely,  thrifts  and  de- 
ductible lR.\s).'  VVhyr  Read 
the  stoT)-  on  forced  saxings 
plans  on  page  130. 

Once  you've  integrated 
your  borrowing  and  lend- 
ing, and  your  tax-deferred 


and  taxable  lives,  integrate  your  fami- 
ly's assets.  You  and  your  spouse  can 
compensate  for  a  deficiency'  of  op- 
tions in  one  of  your  two  thrift  plans  by 
adjusting  allocations  in  the  more  hb- 
eral  plan.  If  your  career  exposes  you  to 
risk  in  the  retail  industry',  all  of  your 
family  should  go  light  on  retail  stocks. 
If  you  have  grown  children  and  intend 
to  leave  your  estate  to  them,  it  might 
make  sense  to  tell  them  now  about 
your  asset  allocations. 

There  are  two  ways  to  do  well  as  an 
investor.  One  is  to  buy  stocks  that  go 
up  the  most.  That  requires  luck  or 
genius.  The  other  is  to  arrange  your 
affairs  to  maximize  your  tax  advan- 
tages and  minimize  your  transaction 
costs.  This  technique  demands  only 
common  sense  and  a  little  diligence. 
This  money  guide  should  help  you 
get  started.  ^M 
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Once  when  people  talked  of  retirement  almost  the  first 
word  mentioned  was  Florida.  But  what  with  cheap 
jet  travel  and  instant  communications,  more  and  more 
Americans  are  spending  their  nonworking  years 
in  faraway  places. 

Home  away 
from  home 


By  Jean  Sherman  Chatzky 

It  was  two  decades  ago  that  Charles 
Applegate,  now  74,  began  planning 
for  the  day  he'd  leave  the  First  Na- 
tional Bank  of  Oregon,  in  Portland. 
He  and  his  wife,  Betty,  a  former  run- 
way model,  cast  their  net  widely.  They 
checked  out  the  east  coast  of  South 
Africa,  Australia,  New  Zealand,  Costa 
Rica.  Interesting  places  all,  but  they 
fell  in  love  with  none.  "I  remember 
sitting  on  the  beach  in  Costa  Rica 
thinking  that  I  wasn't  enchanted  with 
it,"  Charles  Applegate  says. 

They  soon  found  gold  almost  in 
their  own  backyard.  The  Applegates 
visited  a  couple  they  met  on  that 
beach.  Their  friends  ran  a  farm  in 
Sequim,  Wash.,  on  the  northern  end 
of  the  Olympic  Peninsula.  Population 
3,780,  scenic  Sequim  (pronounced 
squim)  is  much  less  rainy  than  Port- 
land. That's  not  the  only  reason  the 
Applegates  liked  it.  They  also  wanted 
to  protect  their  retirement  income 
from  the  weather- beating  it  would 
take  from  Oregon's  Department  of 
Finance.  Oregon's  top  income  tax 
rate  is  now  9%.  Washington  still 
doesn't  have  an  income  tax. 

To  finance  the  move  in  1977,  the 
Applegates  sold  a  home  and  a  beach 
house  in  Oregon.  They  bought  what 
is  now  a  25-acre  cattle  farm  with  14 
head  of  cattle.  Today  this  working 
farm  is  worth  about  $500,000,  al- 
though its  profit  of  $152  last  year 
makes  it  more  of  a  hobby  (and  a  tax 
writeoff — see  page  134)  than  a  living. 
The  Applegates  live  well  on  pension 
and  investment  income,  out  of  which 
the  federal  government  takes  a  31% 
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chunk.  But  if  the  Applegates  had 
stayed  in  Oregon,  they  would  be  pay- 
ing more  than  $8,000  annually  in 
state  income  tax. 

Washington's  other  taxes  are  simi- 
larly lean.  Last  year  the  Applegates 
paid  $2,800  in  property  taxes.  And, 
like  Oregon,  Washington  has  in  effect 
no  death  tax,  which  is  of  concern  to 
the  Applegates  and  their  two  chil- 
dren. (For  more  on  estate  tax  strate- 
gies, see  page  138.) 

Retiring  to  another  state  is  relative- 
ly simple  compared  with  retiring  to 
another  country.  But  some  350,000 
Americans  whose  Social  Security 
checks  are  mailed  to  foreign  addresses 
have  chosen  the  latter.  Andre  Chali- 
four,  52,  will  soon  join  them.  Chali- 
four  lives  in  West  Chesterfield,  N.H., 
near  the  three  insurance  agencies  he 
owns.  But  within  the  next  few  years  he 
plans  to  retire  to  Nova  Scotia,  where 
he  bought  a  centur\'-old  farmhouse 
on  half  a  mile  of  private  beach  in 
1987.  His  reason:  "My  dream  is  to 
live  on  the  ocean.  But  with  the  prices 
around  here,  it's  impossible."  He 
paid  about  $75,000  for  the  property- 
and  spent  $50,000  improving  it. 
Comparable  oceanfront  property  in 
New  Hampshire  isn't  available.  A 
converted  cottage  with  50  feet  of 
oceanfront  propertv  rccentlv  went  for 
$500,000. 

As  a  landed  immigrant  in  Canada 
who  retains  his  U.S.  citizenship,  C"ha 
lifour  will  be  subject  to  both  l\S.  and 
(Canadian  income  taxes.  Thai  will  off 
set  some  but  by  no  means  all  of  the 
economic  advantage  ol  buying  cheap 


property .  Tax  credits  eliminate  most 
of  the  potential  double  taxation  for 
U.S.  citizens  who  retire  abroad,  says 
Robert  C\H>k,  an  internaticMial  tax 
specialist  in  Price  Waterhouse's  New 
York  City  otlice.  Still,  Clialitlnir's  to- 
tal tax  bill  will  be  higher  than  if  he 
stayed  home. 

In  making  the  transition  to  Canadi- 
an retirement,  Chalitour  will  have  to 
cross  immigration  hurdles,  including 
inter\iews,  finger|">rints  and  a  medical 
exam.  They'll  be  minor  compared 
with    his   financial    ones.    Chalifour 
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plans  to  sell  his  insurance  agencies  to 
two  of  his  agents  for  about  $800,000. 
The  sum  is  to  be  paid,  with  interest,  in 
ten  annual  installments,  thus  spread- 
ing the  capital  gains  tax  burden. 

When  Chalifour  turns  55,  a  tiny 
$4,200  annual  pension  will  kick  in.  At 
62,  Social  Security'.  His  other  assets:  a 
$20,000  IRA  and  a  New  Hampshire 
home  worth  $160,000,  of  which 
$90,000  is  a  potentially  taxable  gain. 
He  will  probably  postpone  the  move 
until  he's  55,  then  exercise  his  one- 
time right  (granted  at  age  55)  to  sell  a 


Charles  and 

Betty  Applegate 

on  their 

Sequim,  Wash. 

farm 

State  income 

tax:  nil. 

Rain:  17  inches. 


primary  residence  and  pocket  a  gain  of 
up  to  $125,000  tax-free. 

Postponing  the  move  will  also  save 
Chalifour  money  by  limiting  the 
amount  of  gain  from  the  sale  of  the 
insurance  agencies  that  will  be  poten- 
tially subject  to  two  sets  of  income 
taxes.  Most  of  the  $800,000  sale  pro 
ceeds  will  represent  taxable  income. 
So  will  the  substantial  interest  pay- 
ments (at  prime)  that  the  buyer  will 
include  with  his  annual  installments. 

Including  the  future  proceeds  from 
the  business  sale,  Chalifour  should 


have,  besides  a  mortgage-free  retire- 
ment home,  well  over  $1  million  in 
investable  assets.  Taxwise,  investing 
can  be  a  little  tricky  for  expatriates  in 
Canada.  For  Chalifour,  as  a  landed 
immigrant,  there  will  be  no  such 
thing  as  a  tax-free  bond.  Bonds  issued 
by  U.S.  state  and  local  governments 
are  free  of  U.S.  tax  but  not  Canadian 
tax.  Conversely  for  bonds  issued  by 
Canadian  municipalities. 

Although  they  are  expensive  by  his- 
torical standards,  U.S.  and  Canadian 
stocks  are  a  plausible  long-term  alter- 
native to  bonds.  Chalifour  will  proba- 
bly lean  to  Canadian  equities,  since 
their  Canadian-dollar  returns  will  bet- 
ter match  his  currenc>'  exposure  as  a 
retiree  paying  bills  with  Canadian  dol- 
lars. Initially,  of  course,  Chalifour's 
portfolio  will  be  weighted  to  fixed 
income — a  junk  bond  of  sorts  issued 
by  the  new  buyers  of  his  business. 

The  top  federal  income  tax  bracket 
in  Canada  is  34%,  kicking  in  at 
$58,000  (Canadian)  of  income.  Add 
in  provincial  taxes  for  Nova  Scotia  and 
the  effective  tax  bracket  is  49%.  Prop- 
erty' taxes  on  the  farmhouse  are  now 
$595  (Canadian)  a  year. 

"Canada  certainly  isn't  the  cheap- 
est place  to  retire,"  says  Peter  Dickin- 
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f  John  and 

I  Joan  McMerty 
relax  behind 
their  Escazu, 
Costa  Rica  home 
Food,  clothing, 
gas,  entertain- 
ment, a  maid 
and  a  gardener 
for  $1,500 
a  month. 


son,  author  of  Travel  and  Retirement 
Edens  Abroad.  ''But  it\s  one  of  the 
easiest  and  most  familiar."  And  for 
those  with  a  tolerance  for  rain  and 
cloudy  weather,  Nova  Scotia  offers 
both  inexpensive  property  and  pictur- 
esque scener)'. 

If  youVe  willing  to  trade  ease  and 
familiarity  for  lower  tax  rates  and  low- 
er living  costs,  consider  (\)sta  Rica. 
With  a  70-degree,  sunny  climate  al 
most  year-round,  this  country  (pop.  3 
million)  has  attracted  well  over  6,()()() 
retired  Americans.  Many  ha\e  joined 
Costa  Rica's  pensionado  program,  for 
which    $600    in    monthly    income 
(which  must  he  exchanged  in  a  C-osta 
Rican  bank)  makes  you  eligible.  Pen 
sionados  must  live  in  Costa  Rica  at 
least  four  months  a  year.  They're  sub 
jcct  to  no  taxes  on  income  earned 


outside  Costa  Rica.  And  although 
they  are  not  allowed  to  work  in  exist- 
ing Costa  Rican  businesses,  they  are 
encouraged  to  start  ventures  of  their 
own.  Until  recently,  pensionados 
were  allowed  to  bring  a  car  and  all  of 
their  household  belongings  into  the 
countr)'  free  of  import  duties,  w  hile 
heavily  taxed  citizens  paid  $30,000 
for  a  Nissan  Suni,  othenvise  an 
$8,000  car.  Those  benefits  have  just 
been  repealed,. but  import  taxes  are 
quickly  coming  down. 

Retired  Air  Force  Brigadier  Cener 
al  John  McMertN',  SI,  and  his  wife, 
Joan,  retired  t(^  C'osta  Rica  two  years 
ago.  They  cashed  in  their  mutual 
funds  and  annuities  and  put  the 
$200,000  into  a  three -bedriH)m 
house  w  ith  a  pool  in  Costa  Rica's  posh 
M\d  veiT  American   Hsca/u  section. 


near  San  Jose. 

McMerty 's  $3,000  monthly  gov- 
ernment pension,  lightly  taxed  in  the 
U.S.  and  untaxed  in  his  adopted 
home,  wouldn't  go  \cr\  far  in  Flonda. 
But  it's  twice  what  he  and  his  wife  pay 
for  food,  clothing,  a  maid,  gardener, 
car  expenses,  heat,  amning  water  and 
nights  on  the  town. 

Savs  Price  Waterhtnises  Robert 
C\>ok:  "The  da\s  are  gone  when  \ou 
can  tell  ftx)m  someone's  socioeco- 
nomic profile  ex.wtly  where  they'll 
retire  to  in  Florida."  C\Hik  has  been 
seeing  stMiie  creative  variations  on  the 
usual  age  65  migratii>n  patterns,  and 
he  will  probably  see  more  as  the  usual 
retirement  hangouts  get  crowded  and 
as  cheap  jet  travel  shortens  the  dis 
tances  bervxeen  far  flung  retirees  and 
friends  and  familv  at  home  ^ 
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Vi  L'.S.  Trmt;  there  is  a  tiadition  of.iiivesunent  cxptTtisc  that  lias  helped  our  clients 


And  their  families  consistently  increase  their  assets.  Us  a  tradition  we  can  uphold 


for  you.  To  learn  how  our  asset  management,  pi*i\ate  hanking  and  uust  services 


can  l)enefit  nou,  call  Richard  i\  Folev.  Senior  Vice  Presideni,  at  l-8()()-i;.S.  TRl'ST. 
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Bringing  professional  portfolio  management  to  the 
masses— the  so-called  wrap  account— is  Wall  Street's 
current  craze.  For  most  people  the  craze  is  plain  crazy. 

Rip  account 


By  Gretchen  Morgenson 

Wrap  ACCOUNTS  are  hot.  For  a  flat  fee 
based  on  the  size  of  your  account  that 
covers  all  commissions  and  expenses, 
your  broker  will  hire  you  a  profession- 
al money  manager.  The  investment 
houses  are  pushing  them  hard  and  the 
public  is  buying  them  eagerly.  How 
eagerly?  "For  several  months  we've 
had  over  $700  million  a  month  com- 
ing in,"  says  Leonard  Reinhart,  presi- 
dent of  the  Shearson  Lehman  Broth- 
ers division  running  its  wrap  program. 

There  are  a  few  good  things  about  a 
wrap:  The  flat  rate  removes  the  temp- 
tation your  broker  may  feel  to  churn 
your  account  to  generate  commis- 
sions, since  your  fee  remains  the  same 
no  matter  how  much  or  how  litde 
trading  takes  place  in  your  account. 
The  other  good  thing  about  a  wrap  is 
that  you  may  be  getting  a  manager 
who  is  a  better  stock  picker  than  you 
are  or  than  your  present  broker  is. 

With  that  brief  statement  we  have 
said  just  about  everything  positive 
there  is  to  say  about  wrap  accounts. 

There's  a  very  big  thing  wrong  \\ith 
wrap  accounts:  the  fee.  The  going  rate 
is  3%  of  the  first  $500,000  of  your 
equity  assets  per  year.  Anyone  pacing 
3%  a  year  for  management  fees  is 
virtually  guaranteed  to  underperform 
the  averages. 

Think  of  it  this  way:  3%  is  half  the 
real  return  (return  above  inflation) 
that  you  can  expect  from  the  stock 
market. 

So  why  pay  3%  when  you  get  similar 
management  for  1%  or  less  in  a  good 
no-load  mutual  ftmd.^ 

Take  the  Dodge  &  Cox  Stock 
Fund,  for  example,  a  Forrhs  honor 
roll  fiind  for  the  past  two  years  that 
produced  an  average  annual  total  re 
turn  of  more  than  18%  during  the 
1980s.  Dodge  &  Cox  charges  annual 
expenses  of  just  0.65%  of  assets.  Add 
in  brokerage  commissions,  and  the 

128 


r- 


fijnd  costs  only  0.7%  a  year. 

Brokerage  firms  love  wrap  accounts 
because  they're  lucrative — for  them. 
Over  the  long  term  they  don't  cost 
much  to  operate  because  Merrill  or 
Shearson  or  a  bank  is  simply  acting  as  a 
finder,  putting  clients  together  with 
money  managers.  Even  better,  bro- 
kerage firms  believe,  wrap  investors 
are  more  stable  clients  and  less  likely 
to  pull  their  accounts,  giving  the  firms 
a  steadier  income  stream. 

The  pitch  for  wrap  accounts  is  that 
they  are  a  rare  opportunity'  for  average 
Joes  to  enter  the  hallowed  halls  of 
professional  money  management. 
We've  got  news  for  average  Joe:  He's 
had  that  opportunity'  for  decades 
through  mutual  fiinds,  many  of  them 
run  by  investment  stars. 

Investors  who  belie\e  that  their 
wrap  accounts  will  entitle  them  to 
private  chats  with  their  personal  port- 
folio managers  are  in  for  a  disappoint- 
ment. The  broker  who  maintains  your 
wrap  account  is  your  contact;  any 
discussions  with  the  managers  them- 
selves will  likely  be  limited  to  a  period- 
ic call-in  show  where  a  manager  might 
answer  clients'  questions  by  phone. 

No  matter;  investors  keep  pouring 


money  into  wraps.  Shearson  Lehman 
Brothers,  the  biggest  player,  has  S14 
billion  wrapped  up,  generating  some- 
thing like  $300  million  a  year  in  reve- 
nues. How  much  of  this  S300  million 
is  handed  over  to  the  outside  talent? 
Shearson  isn't  saying,  but  a  fair  guess 
is  that  less  than  a  fourth  of  the  money 
goes  to  the  stock  pickers.  With  bil- 
lions to  hand  out,  Shearson  is  in  the 
catbird  seat  when  it  comes  to  negoti- 
ating fees  with  the  people  who  actual- 
ly manage  the  money.  Plent)'  of  mon- 
ey managers  are  willing  to  work  for 
0.5%  of  assets.  The  Vanguard  Group 
of  ftinds  has  had  no  difficult\'  persuad- 
ing such  eminent  stock  pickers  as 
John  Neff",  Dean  LeBaron  and  Roger 
Newell  to  work  for  less  than  0.5%. 

But  the  retail  broker  who  hauls  in 
the  customer  gets  a  handsome  share 
of  the  take.  With  the  brokerage  firm 
keeping  three-fourths  of  a  3%  wrap  fee 
and  passing  a  third  of  its  take  along  to 
the  account  representative,  the  latter 
is  doing  as  well  as  the  geniuses  hired 
to  pick  the  stocks. 

A  broker  with  a  medium-size  New 
York  firm  supplies  an  example  of  how 
disadvantageous  wrap  accounts  are 
for  substantial  investors.  One  of  his 
accounts,  an  S8  million  portfolio, 
consisted  mainly  of  blue  chips  that 
were  bought  and  held.  The  account 
generated  roughly  535,000  in  com- 
missions last  year.  If  the  account  had 
been  of  the  wrap  variet>%  the  customer 
would  have  paid  5136,000  in  fees. 

Of  course,  if  the  account  had  been 
actively  traded  it  might  have  generat- 
ed much  more  than  535,000  in  com- 
missions. But  the  wise  investor  docs 
not  trade  in  and  out. 

The  big  push  in  wrap  accounts 
looks  worrisome  to  at  least  one  \  eter- 
an  stockbroker,  who  makes  this  inter- 
esting comparison:  "In  the  early 
1980s,  limited  partnerships  made  up 
80%  of  what  was  sold  to  brokers  in 
weekly  meetings.  Now  it's  wrap  ac- 
counts." He  suspects  that,  once 
again.  Wall  Street  is  putting  current 
profits  abo\e  the  long-term  interests 
of  the  clientele. 

People  w  ho  bought  tax  shelters  arc 
now  wishing  they  had  just  put  their 
money  in  tax-exempt  bond  hinds. 
People  buNing  wrap  accounts  will 
wake  up  and  realize  they  should  have 
simply  bought  a  gcxxi  stivk  hind. 
Preferably  no  load.  Mi 
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ID  E  W  A  R'S     P  ROF  I  L  E: 


Denys  Cowan 

HOME: 

New  York  N.  Y.  "Unlike  most  people 

here,  I've  lived  in  Gotham  City  all 

my  life!' 

AGE:  31. 


PROFIiSSION: 

Graphic/comic  book  artist, 

DC  Comics. 

HOBBY: 

"/  have  more  fun  than  anyone  has  a 

right  to.  A  hobby  would  just  be 

rubbing  it  in!' 

LAST  BOOK  RLAD: 

Robert  Graves,  The  Greek  Myths. 

"They  were  the  original  super  heroes!' 
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^ 


White 

DEW 

:-ENDEDSCC 
"     score K 

■  "ODUC  T     Ol" 

'JnbnD( 


LATEST  ACCOMPLISHMENT: 

Drew  the  50tb  anniversary  edition  of 

BATMAN.  "Its  like  being  a  part 

of  history!' 

WHY  I  DO  WHAT  I  DO: 
"If  you  could  live  your  dream  AND 
draw  your  fantasies,  wouldn't  you?" 

'  QUOTE:      ^ 

"ZAP  a  pow  III  ^'b«a*##$@*«&@n" 


iCO^'h 


PROFILE: 

Soft-spoken  imaginative,  dedicated 

Works  well  in  confined  spaces. 


HIS  SCOTCH: 

Dewar's  "White  LabeL'on  the  rocks. 

"Doing  an  issue  of  The  Question  is 

fun  but  it's  still  one  frame  at  a  time. 

Which  means  when  I  finish,  a 

I\war's  is  definitely  the  answer' 


STRATEGIES 


Saving  is  a  good  thing,  but  some  investments  sold  as 
"forced  savings  plans"  are  bad  things.  Want  a  sensible 
vehicle  for  disciplined  thrift?  Here's  where  to  look. 

Stop  me 
before  I  spend 


By  Graham  Button 

We  all  know  that  smoking  is  bad  and 
saving  is  good.  But  some  of  us  just 
don't  have  the  discipline  to  do  what 
we  ought  to  do.  Hence  the  profusion 
of  cigarette-quitting  schemes  and  of 
so-called  forced  savings  plans.  If  you 
are  fiscally  weak-willed,  be  careful 
which  plan  you  embrace.  Some  of 
them  can  be  injurious  to  your  finan- 
cial health. 

"Customers  are  looking  for  ways  to 
make  it  easy  and  convenient  to  invest 
regularly,"  explains  David  Sheehan  of 
Fidelity  Investments.  Fidelity  repre- 
sents the  fijU  range  of  savings  plans — 
the    good    and    the    bad.    It    has 
$28  billion  in  401  (k)  accounts,  the 
best  choice  of  all  for  disciplined 
savings.  It  also  offers  contractual 
mutual    fund    plans,    the    very 
worst.  Here's  a  rundown  of  some 
options. 

Employer  401  (k)  plans.  Com- 
pany-sponsored thrift  plans  have 
taken  off  since  Congress  curtailed 
the  tax  benefits  on  Individual  Re- 
tirement Accounts  for  1987  and 
later  tax  years.  You  set  aside  up  to 
$8,700  a  year  out  of  your  pretax 
paycheck  for  long-term  savings, 
where  it  compounds  tax-free  un- 
til withdrawal,  usually  at  retire- 
ment. The  payroll  deduction  fea- 
ture is  good  for  people  who  have 
trouble  saving  money.  In  addi- 
tion, federal  rules  compel  your 
employer  to  limit  your  preretire- 
ment access  to  the  money  to  cer- 
tain hardship  circumstances.  And 
if  you  do  get  at  the  money  early 
(before  age  59V2  in  most  cases), 
you  get  hit  with  both  regular 
income  tax  and  a  10%  pcnalt)'  tax. 

So  there  is  a  big  stick  to  rein- 
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force  good  behavior.  There  is  also  a 
carrot.  Participants  get  the  benefit  of 
deferring  tax  on  both  salary  and  in- 
vestment income,  an  enormous  ad- 
vantage over  long  periods.  And  most 
employers  will  match  employee  con- 
tribudons — up  to  $2.50  per  employ- 
ee dollar.  If  your  employer  offers 
matching  contributions,  the  case  is 
overwhelming.  There  is  simply  no 
excuse  for  not  signing  up.  These  are  a 
great  buy. 

Accelerated  mortgage.  Paying 
down  a  mortgage  is  a  form  of  forced 
saving,  since  the  bank  will  penalize 
you  severely  if  you  are  late.  Opting  for 
a  15-year  mortgage  rather  than  a  30- 


'i-'k 


year  will  accelerate  your  equit>'  build- 
up. Reward:  maybe  a  quarter  of  a 
point  off  your  interest  rate  (aftertax, 
about  an  eighth  of  a  point).  A  good 
device  for  the  undisciplined  saver. 

Automatic  investment  plans.  Cus- 
tomers of  big  fiind  families  like  Fideli- 
t\^  Dreyfus  and  Vanguard  can  arrange 
to  have  funds  automaticalh-  trans- 
ferred from  a  bank  account  or  money 
market  into  a  mutual  fund  on  a 
monthly  or  quarterly  basis.  Or  they 
can  do  the  same  thing  through  a 
payroll  direct  deposit  account  if  their 
employer  offers  one.  Penalty  for  quit- 
ting or  taking  the  money  out:  none. 
Tax  reward  for  playing:  none.  This 
kind  of  forced  saving  is  good  for 
people  whose  bad  habits  are  due  more 
to  disorganization  than  to  compulsive 
spending.  A  fairly  good  buy. 

Dividend  reinvestment  plans.  Ac- 
cording to  the  Directory  of  Companies 
Offering      Dividend      Reinvestment 
Plans,  about  two-thirds  of  the  compa- 
nies that  compose  the  Standard  & 
Poor's   500   index   now    offer  such 
plans.  Once  you  set  up  a  plan,  di\i- 
dends  are  automatically  reinvested  in 
new  shares  of  the  company.  Partici- 
pants also  may  buy  additional  shares 
through  optional  cash  payments  of  up 
to  $100,000  a  year,  as  in  the  case  of 
Martin  Marietta.  With  some  compa- 
nies, such  as  Exxon,  investors  can 
arrange  to  make  these  optional 
investments  at  regular  inter\als 
via  electronic  fimds  transfer  ft-om 
a     bank     account.     Ad\antage: 
avoidance  of  brokerage  fees.  Dis- 
advantage:  a  paperwork  night- 
mare when  you  sell  the  shares  and 
attempt  to  calculate  your  capital 
gain.  So-so. 

Children's  accounts.  Put  some 
assets  in  Uniform  Gifts  to  Minors 
Act  accounts  to  cover  college 
costs.  Once  you  give  the  money 
away,  it's  beyond  your  reach. 
(Admittedly,  states  do  not  police 
these  things  vers-  closely.)  Re- 
ward: depending  on  the  age  of 
the  children,  there  are  potentially 
large  tax  savings.  Disadvantage: 
Instead  of  paying  tuition  bills, 
junior  could  squander  the  mon- 
-^  c\ .  Oka\,  but  keep  the  kid  away 
from  Woodstock. 

Whole  life  iusurancc.  This  is  the 
classic  "cash  \alue"  insurance 
policy.  It  combines  pure  death 
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For  nearly  a  century  and  a  half,  the  Shield  has  been  poised 

not  to  do  battle  but  to  defend. 
Protecting  business  and  home,  prop>erty  and  possessions. 
A  worldwide  symtx)!  of  an  organization  with  a  rich  history 

as  legacy  And  a  bright  future  as  promise. 
Strong.  Stable.  Steadfast. 
Royal  Insurance.  Your  shield  against  the  unexpected. 


Royal  Insurance 


Your  Shield  Against 

THE  U 


WE'VE  GOT 
AN  I  FOR  MONEY. 


,,j.,.         We're  positioned  for 
a  future  of  growing  share- 
holder value. 

One  reason:  we've  got  a 
better  i  The  new  i  Series" 
ATMs— from  our  InterSold® 
joint  venture  with  IBM — are 
three  times  as  reliable  as 
^    any  others.  You  can  bank 
P  on  em  99%  of  the  time... 
guaranteed! 

The  i  Series  is  typical 
of  the  quality  and  techno- 
logical strength  that  have 
made  us  a  leader  in  auto- 
mated teller  machines, 
security  products  and 
services. 

For  more  information, 
write  Oiebold,  Incorporated, 
investor  Relations,  Depart- 
ment 9-79- FA.  RO.  Box  823a 
Canton,  Ohio  44711-8230. 


riw>utomM»d 
r  mKtwws.  stoir^  pnxfcicls 


protection  with  a  savings  element  into 
a  single,  murky  contract  with  open- 
ended  costs  and  uncertain  returns. 
Generations  of  Americans  have 
bought  whole  life  as  a  form  of  forced 
savings.  The  carrot:  a  modest  tax  ad- 
\  antage,  having  to  do  with  the  largely 
untaxed  investment  return  inside  the 
policy.  The  stick:  severe  surrender 
penalties,  which  can  be  avoided  only 
by  continuing  to  pay  the  annual 
premiums. 

Suppose  you  pay  $  1 0,000  a  year  on 
a  policy  that  offers  pure  death  protec- 
tion (that  is,  term  insurance)  worth 
52,000  the  first  year.  At  the  end  of  the 
first  year,  you  would  think  you  would 
have  $8,000  of  savings;  but  many  an 
agent-sold  policy  would  have  a  cash 
value  at  the  end  of  the  first  year  close 


Fidelity  has  $28  billion 
in  401  (k)  accounts,  the 
best  choice  of  all  for 
disciplined  savings.  It 
also  offers  contractual 
mutual  fiind  plans,  the 
very  w^orst. 


to  zero.  However,  afiier  a  decade  or 
so,  the  investment  return  generally 
turns  positive. 

Think  of  the  savings  element  in 
whole  life  as  a  bank  CD  with  an  early 
withdrawal  penalty  that  starts  out  at 
100%  and  then  goes  down  gradually. 
Wealthy  people  who  can  afibrd  to  hire 
a  consultant  (not  an  agent)  to  shop 
for  competitive  policies  can  usually 
get  good  deals.  Other  investors 
should  be  skeptical. 

Good  for  people  with  large  estates, 
but  no  one  who  has  trouble  ftinding 
his  401(k)  to  the  maximum  has  any 
business  buying  a  whole  life  policy. 

Contractual  mutual  funds.  Once  a 
relatively  common  forced  savings 
mechanism,  these  plans  have  become 
almost  obsolete  as  investors  have 
wised  up.  The  savings  incentive  is  very 
similar  to  that  in  whole  life  insurance: 
If  you  quit  early,  you  get  robbed. 
Fidelit)'  Destiny  Portfolio  I  is  a  con- 
tractual fijnd  that  happens  to  have  had 
excellent  portfolio  results  (enough  to 
land  it  on  the  Forbes  honor  roll  for 
nine  consecutive  years);  nonetheless, 
the  commissions  are  onerous. 

Avoid.  ^ 
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WHY  SETTLE  FOR 
THE  LOWEST  INTEREST 
RATES  IN  20  YEARS? 


T.  Rowe  Price  Adjustable  Rate  U.S. 

Government  Fund.  With  interest  rates  at 
20-year  lows,  how  can  you  get  higher  income 
without  taking  on  too  much  risk?  This  Fund 
is  designed  for  investors  who  want  more 
income,  without  the  volatihty  of  higher- 
yielding  long-term  bond  funds. 

Adjustable  rates  start  higher,  and  keep  pace  with 

interest  rate  changes.  The  Fund  invests  in  adjustable 
rate  mortgage  securities  (ARMs].  These  securities  should 
provide  higher  income,  because  their  rates  are  usually 
set  as  much  as  2%  above  short-term  benchmarks.  And 
unlike  fixed  rate  investments,  ARM  rates  are  regularly 
reset  to  reflect  current  market  rates.  Yield  and  share 
price  will  vary  as  interest  rates  change. 

U.S.  Government-backed  securities.  Most  of  the 

Fund's  securities  are  backed  by  the  U.S.  Government 
or  its  agencies  for  the  timely  payment  of  principal  and 
interest,**  giving  the  Fund  high  credit  quality. 

Read  our  free  report  to  get  the  facts.  This 

comprehensive  report  can  help  you  understand 


the  Fund's  risks  and 
rewards. 

The  Fund  is  100% 
no  load,  so  all  your 
money  works  for  you. 
Free  check  writing. 
$2,500  minimum 
($1,000  for  IRAs). 


Call  24  hours 
for  a  free  report 

1-800-541-6138 


n 


T.  Rowe  Price,  100  E.  Pratt  St. 
Baltimore,  MD  21202 

Send  a  free  report,  Investing 
In  Mortgage-Backed 
Securities,  and  a  prospectus 
with  more  complete 
information,  including 
management  fees  and  other  charges 
and  expenses.  I  will  read  the  prospectus 
carefully  before  I  invest  or  send  money. 


Name 


Address 


City/State/Zip 


burst  With  Confidcno 

TRoweRice 


ARG015593 


9.8  /•  IS  the  total  return  for  seven  months  since  inception  9/30/91  to  4/30/92.  This  figure  is 
not  annualized.  It  includes  changes  in  principal  value,  reinvested  dividends,  and  capital  gam 
distributions.  Total  return  represents  past  performance.  The  Fund's  investment  return  and 
principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original 
purchase.  Fund  expenses  will  not  exceed  0.40%  through  June  1993.  Without  expense  cap,  yield 
and  total  return  would  have  been  lower.  'Average  annualized  yield  for  the  30  days  ended  4/30/92. 
••The  Fund  itself  is  not  guaranteed  by  the  U.S.  Government  or  its  agencies. 
T.Ro'we  Price  Investment  Services,  Inc.,  Distributor. 


Gentleman  farmers  and  other  hobbyists  run  the  risk 
that  the  IRS  will  take  away  their  deductions. 
But  there's  a  sure  way  to  beat  the  I RS. 

Buying  the  farm 


By  Julie  Pitta 

Francis  Ford  Coppola  makes  his 
living  directing  films  but  spends  his 
spare  time  on  an  estate  in  Rutherford, 
Calif.,  about  400  miles  north  of  Hol- 
lywood, where  he  has  120  acres  grow- 
ing cabernet  sauvignon  and  five  other 
varieties  of  grape.  Grape-growing  and 
winemaking  are  not  particularly  lucra- 
tive but  bear  nice  fruit  on  Coppola's 
tax  return.  Operating  expenses,  de- 
preciation on  the  tractors  and  wine 
presses  and  the  cost  of  keeping  the 
vineyard  beautifial  are  all  deductible. 

Some  years  ago  a  Connecticut  per- 
sonnel executive  bought  50  acres  of 
property  in  upstate  New  York,  plant- 
ed a  cherry  orchard  and  deducted  all 
manner  of  expenses.  Just  the  sort  of 
thing  to  rile  the  Internal  Revenue 
Service,  which  can  classify  an  activity 
like  this  as  a  nondeductible  "hobby" 
if  it  doesn't  make  money  at  least  three 
years  out  of  five.  But  the  executive  was 
able  to  periodically  report  a  modest 
net  profit  from  the  orchard,  and  hung 
on  to  his  deductions.  So,  too,  the 
owner  of  a  graphics  firm  in  Manhat- 
tan, whose  country  home  in  Dutchess 
County,  two  hours  north  of  the  city, 
looks  out  on  a  vineyard  that  throws 
off  a  steady  stream  of  deductions. 

The  deductibility  of  losses  incurred 
in  sidelines  is  a  constant  battlefield  for 
taxpayers  and  tax  auditors.  The  tax- 
payer declares  himself  to  be  a  serious 
cattle  farmer  or  sculptor  or  horse 
breeder  or  recording  artist,  and  claims 
expenses  far  beyond  the  revenue  from 
the  sideline.  The  result  is  a  net  loss 
used  to  shelter  salary  or  other  income. 
Then  an  IRS  agent  disallows  the  loss. 
The  taxpayer  has  to  hire  an  accoun- 
tant or  lawyer  to  argue  with  the  iRS 
and,  if  necessary,  appeal  to  Tax  C>ourt. 
"There  is  a  hobby  loss  case  tried  ever\' 
week,"  says  Harvey  Gettleson,  a  part- 
ner in  the  Los  Angeles-area  office  of 
Ernst  &  Young.  Taxpayers  lose  a  lot 
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The  vineyard, 
winemaker 
John  Skupny 
and  filmmaker 
Francis  Ford  Coppola 
with  wife,  Eleanor 
You  can  help  val- 
idate Coppola's 
tax  deductions 
by  ordering  the 
wine.  The  1980 
Rubicon  is  $50 
a  bottle. 


of  these  cases. 

But  there  is  a  way  around  the  IRS, 
provided  the  hobby- business  requires 
lots  of  land  or  lots  of  some  other  form 
of  capital.  Simply  pay  cash  for  your 
real  estate  as  well  as  any  equipment 
you  might  need.  Don't  finance  the 
business  or  pay  rent  for  anything. 
That  vny  you  can  easily  show  a  book 
profit  on  the  venture,  even  though,  in 
economic  terms,  the  sideline  really 
amounts  to  nothing  more  than  a 
moneylosing  hobby. 

Hy  paying  cash,  of  course,  you  for- 
go the  income  you  might  have  earned 
on  the  money,  but  you  save  the  inter 
est  you  would  have  paid  to  borrt)\\  the 
monev  to  use  in  the  ht)bbN'  business. 


By  taking  the  burden  of  that  interest 
off  your  hobby-business,  you  make  it 
relatively  easy  to  show  a  nominal  prof- 
it. Voila!  A  hobby  becomes  a  business 
for  tax  purposes. 

Here's  a  relatively  simple  h>po- 
thetical  example.  You  spend  SI  mil- 
lion (cash)  on  a  cherr\-  orchard,  barns 
and  tractor.  With  only  depreciation, 
hired  labor,  chemicals  and  some  mi- 
nor expenses  appearing  on  your  tax 
return,  the  orchard  ekes  out  a  $2,000 
profit  on  revenue  of  $20,000.  Strictly 
as  a  business  prt^posiiion,  this  orchard 
is  a  loser  because  of  the  huge  opportu- 
nirv  cost.  You  could  ha\e  invested  the 
same  SI  million  in  tax  exempt  bt>iids 
to  yield  S60,000  a  year. 
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Take  a  lie  detector  test,  and  you 
would  have  to  admit  that  the  real 
motivation  for  this  business  is  that 
cherry  blossoms  are  beautiful  and  the 
orchard  is  only  two  hours  from  your 
city  job. 

But  the  IRS  never  gets  a  chance  to 
grill  you  about  your  motives.  There  is 
no  hobby  loss  to  argue  about,  because 
your  Schedule  F  (farm  income)  shows 
a  S2,000  profit,  on  which  you  dutifiil- 
ly  pay  income  tax — say  $700. 

Were  you  to  finance  the  orchard, 
you'd  have  a  huge  interest  bill — 
$80,000  or  more  a  year — that  would 
make  the  business  a  chronic  money- 
loser.  Then  your  tax  deductions 
would  be  limited  to  the  meager  reve- 


nues involved,  and  you  would  have  to 
pay  most  of  the  interest  with  nonde- 
ductible dollars. 

Here's  the  bottom  line:  You  for- 
went 560,000  in  net  income  but 
saved  paying  out  580,000  or  more  in 
nondeductible  interest.  Plus  you  got 
all  sorts  of — nontaxable — psychic  in- 
come. Who's  to  say  that  investing  for 
psychic  income  is  a  bad  in\  estmcnt  for 
a  rich  person.' 

Thomas  Ochscnschlager,  a  tax 
partner  at  Grant  Thornton  in  Wash- 
ington, D.C.,  agrees  that  if  you  can 
afford  to,  you  should  pay  cash  for  a 
sideline — say^  in  the  case  of  a  race- 
horse owner,  buy  the  stable  and  the 
pasturage,  don't  rent.  If  you  rent,  you 


may  have  trouble  showing  a  profit  in 
the  rwo  years  out  of  seven  required  by 
the  tax  laws  for  horse-breeding. 

One  transportation  executive  com- 
mutes from  his  job  in  Washington, 
D.C.  to  his  100-acre  cattle  ranch  out- 
side Leesburg,  Va.  He  purchased  the 
ranch  a  long  time  ago,  and  the  mort- 
gage is  a  tiny  fraction  of  its  \  alue.  With 
modest  interest  payments,  the  week- 
end rancher  "can  regulate  how  much 
he  makes,"  sa\s  George  Barbee, cxec- 
uti\c  director  of  client  ser\ices  at  the 
New  York  office  of  Price  Waterhouse. 
''He  makes  money  e\er\'  couple  of 
years.  He  can  bunch  expenses  in  one 
year  and  not  the  next  one  so  that  he 
makes  a  modest  profit."  The  cxccu- 
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At  Hitachi,  the  punx>sc  of  tcchnolojiy  is  not 
simply  to  niakc  clever  products.  It  is  to  shed 
li^ht,  to  make  ckrar,  to  move  forwaixi  in  onler  to 
achieve  a  basic  ^oal:  A  better  world  for 
succeediiij»  generations.     I  his  is  the  ofx:ratin^ 

*  philosophy  behind  every  one  of  the  20,0(X) 
products  made  by  our  SCK)  manufacturing 
comixinies  around  the  world.  It  has  been  our 
c()mmitnK.'nt  for  ttn.'  fxist  80  years.   AikI  even 

•  nK>re  im|-H>rtant,  it  is  our  definition  of  the  Kiturv. 
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tive  built  a  fence  that  separates  the 
ranch  from  his  home,  a  fence  that  is  as 
much  decorative  as  it  is  practical.  The 
cost  of  building  the  fence  was  deduct- 
ible as  a  business  expense. 

Even  if  the  venture  is  unprofitable, 
owning  the  propert}'  used  in  it  can 
turn  to  the  taxpayer's  advantage. 
Stanley  Thompson,  a  weekend  horse 
breeder,  wound  up  in  U.S.  District 
Court  in  1989  after  several  years  of 
taking  deductions  for  his  unprofii:able 
ranch  outside  Hartford,  Conn.  The 
court  found  a  profit  motive  in  the 
potential  appreciation  of  the  land.  His 
deductions  were  allowed. 

And  if  land  is  not  a  factor  in  your 
hobby-business?  All  is  not  lost.  The 
three -of- five  formula — the  standard 
for  hobby-businesses  not  involving 
horses — is  a  guideline,  not  an  abso- 
lute rule.  If  you  can  convince  a  judge 
of  your  serious  intentions  to  make 
money,  you  may  get  the  deductions 
on  a  venture  that  has  yet  to  break  into 
the  black. 

"You  need  a  business  plan  showing 
you  will  eventually  make  money," 
says  accountant  Gettleson.  "Record 
keeping — treating  what  you're  doing 
like  a  legitimate  business — is  very  im- 
portant." Some  businesses,  like  car 
racing,  are  highly  likely  to  catch  the 
eye  of  the  iRS,  while  others,  like  run- 
ning a  small  shop,  a  restaurant  or  an 
art  gallery,  rarely  are  challenged,  be- 
cause of  the  work  involved. 

"Things  like  restaurants  are  so 
much  work  that  it  would  be  tough  for 
Internal  Revenue  to  prove  that  it  was 
a  hobby,"  says  Ochsenschlager.  "But 
certain  businesses  are  viewed  as  a  hob- 
by because  they  look  like  they're  in- 
herently flm." 

(^f  course,  for  some  people  owning 
a  restaurant,  an  art  gallery  or  an  an- 
tique business  is  a  hobby,  but  that's 
harder  for  the  IRS  to  prove  than  it  is 
with  a  business  like  winemaking  for  a 
moviemaker  or  cherr\'  orchards  for  a 
corporate  executive. 

One  last  piece  of  advice.  If  you  do 
deduct  net  losses  for  something  that  is 
arguably  a  hobby,  attach  a  full  expla- 
nation to  your  tax  return.  If  you  file 
merely  a  businesslike  Schedule  ¥  or 
Schedule  C>,  if  the  amounts  are  large, 
and  if  the  iRS  e\entually  throws  out 
the  losses,  it  could  hit  you  up  for  a 
hefty  "substantial  understatement" 
penalty.  ^M 


There's  no  escaping  the  federal  estate  tax,  but  where 
you  live  still  makes  a  big  difference  in  how  much 
of  your  estate  will  go  to  the  state  taxman. 

Wising  up 


■     :f} 


By  Laura  Saunders 

HERE'S  A  SURPRISE:  Lawmakers  in 
Massachusetts — popularly  known  as 
Taxachusetts — are  seriously  debating 
lowering  or  eliminating  the  hefty  es- 
tate tax  there,  even  though  the  state  is 
strapped  for  fiinds.  "The  proposals 
have  a  lot  of  support  in  the  legislature 
and  may  pass  this  year,"  says  Thomas 
Joyce,  a  spokesman  for  Curet,  a  group 
that  wants  to  dump  the  tax. 

Taxachusetts  is  not  alone.  Many 
other  states  have  been  dropping  extra 
death  taxes,  the  ones  residents  pay  on 
top  of  federal  taxes.  The  reason  is 
competition,  pure  and  simple:  States 
are  wising  up  to  the  fact  that  death 
taxes  simply  drive  high-asset  residents 
out  of  state.  Meanwhile,  the  state 
loses  other  taxes  it  would  have  collect- 
ed had  these  desirable  residents 
stayed. 

Last  year  Wisconsin,  Rhode  Island 
and  South  Carolina  joined  25  others 
in  cutting  estate  taxes.  "State  death 
taxes  are  an  endangered  species,"  says 
Steven  Gold,  state  tax  expert  at  Al- 
bany's Rockefeller  Institute. 

To  be  accurate.  South  Carolina, 
Wisconsin  et  al.  haven't  eliminated 
death  taxes.  Instead  they  have  elimi- 
nated state  surcharges  on  the  federal 
death  tax.  In  1924,  to  minimize  inter- 
state bickering.  Uncle  Sam  agreed  to 
share  federal  estate  tax  revenues  with 
the  states  by  proxiding  a  dollar- for- 
doUar  credit  on  the  federal  return  for 
death  tax  paid  to  a  state,  up  to  certain 
limits. 

The  effect  o{'  the  provision  is  to 
allow  states  to  assess  tax  up  to  these 
federal  limits  without  costing  their 
citizens  any  money.  This  base  rate  is 
known  as  the  "pickup"  or  "sponge" 
tax.  Above  the  sponge  rate,  the  state 
estate  tax  becomes  just  a  deduction, 
not  a  credit  against  the  federal  tax. 

\  Massachusetts  study  performed 
b\  Hrandeis  l'ni\ersit\'  mimation  e\ 


pert  William  Crown  demonstrated 
how  self-defeating  these  high  state 
estate  tax  rates  are.  He  determined 
that  people  over  60  with  net  worths 
above  5400,000  move  out  of  state  to 
avoid  the  estate  surtax. 

Crown  also  found  that  if  the  Bay 
State  drops  the  surtax,  it  won't  lose 
money.  In  fact,  he  predicts  that  net 
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Residents  of  28  states  pay  no 
death  surtaxes.  But  in  22  others  it 
may  cost  you  to  die.  above  and 
beyond  the  federal  estate  tax. 
These  states  levy  supplemental 
estate  taxes  on  your  assets  or 
inheritance  taxes  on  your  heir*. 
Because  rates  and  exemptions 
vary,  Arthur  Andersen  has 
calculated  the  surtax  on  a 
$2  million  estate  for  each  state 
where  a  surtax  exists. 
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•evenues,  including  extra  income  and 
feiles  taxes,  will  rise  some  S4  million  a 
»ear  over  the  next  20  years  if  the 
surtax  is  dropped. 

South  Carolina,  which  finished 
phasing  out  its  estate  surtax  this  year, 
also  expects  higher  revenues.  On  top 
:^f  that,  it  can  disband  the  department 
m  charge  of  assessing  estate  taxes. 

Unfortunately,  22  states  (see  map) 
still  have  taxes  that  can  exceed  the 
pickup  tax.  They  come  in  two  forms. 
Seven  states,  including  New  York  and 
Massachusetts,  have  estate  taxes, 
ivhich  are  levied  on  the  total  assets  of 
the  person  who  has  died.  The  other 
15  states  have  inheritance  taxes,  lev- 
ed  on  the  person  who  receives  the 
assets. 

Death  surtax  rates  van,'  greatly  and 
are  often  graduated.  Michigan  col- 
ects,  on  behalf  of  its  counties,  a  mini- 


mal 0.5%  of  the  pickup  tax.  But  New 
York  and  Massachusetts,  as  usual,  go 
after  their  pound  of  flesh;  at  SI  mil- 
lion New  York's  surtax  rate  is  2.4% 
and  Massachusetts'  7.4%.  Exemp- 
tions also  \ar)':  Mississippi,  for  exam- 
ple, allows  the  first  $600,000  free  of 
tax,  and  several  states  permit  charita- 
ble deductions. 

Pennsylvania's  surtax  comes  in  at 
about  6%  in  most  cases,  while  neigh- 
boring Mar\'land  takes  1%.  In  addi- 
tion, rates  oft:en  change  based  on 
degree  of  relation.  New  Hampshire, 
for  example,  allows  spouses  and  lineal 
descendants  and  a  few  others  to  inher- 
it tax-free  but  imposes  a  surtax  of  up 
to  15%  on  e\er\'one  else. 

Curiously,  in  a  few  cases,  these  state 
surcharges  hit  the  middle  class  espe- 
cially harcL  That's  because  they  kick  in 
on  estates  much  smaller  than  does  the 


^H  states  with  no  extra  death  taxes 
I  States  with  estate  surtax 


MA 
$145,900 


CT 
$92,735 


:  :j(ample  assumes  one  taxpayer  with  a  taxable  estate  of  $2  million  net  of  deductions  and  an  unused  $600,000  federal  estate  tax 
t  Tequeathing  entire  estate  to  one  child  over  21  years  old.  Source.-  Arthur  Andersen  &  Co 


federal  tax,  which  exempts  the  first 
5600,000.  Thus,  Massachusetts, 
whose  tax  kicks  in  at  5200,000,  could 
hit  a  5500,000  estate  with  a  bill  of 
$44,500,  even  though  the  estate 
would  be  free  of  federal  death  taxes. 

To  get  a  sense  of  how  these  com- 
plex tax  formulas  play  out,  Arthur 
Andersen  partner  Steven  Thorne  cal- 
culated the  state  surtaxes  on  an  estate 
of  52  million  for  all  the  states  that 
have  death  surcharges  (see  map  de- 
tail). The  good  news  is  that  in  eight 
states — including  New  Jersey,  Marx- 
land  and  Louisiana — there  wouldn't 
be  any  extra  tax  to  pay,  even  though 
the  tax  is  on  the  books.  In  the  others, 
the  amounts  range  from  515,650  in 
Delaware  up  to  5145,900  in  Massa- 
chusetts. For  5145,900,  you  could 
buy  a  house  in  Vermont. 

And  beware  of  yet  another  trap  for 
the  unwan"  Se\en  states  with  extra 
5  death  taxes — iMassachusetts,  Missis- 
I  sippi,  Ohio,  Tennessee,  Pennsylvania, 
I  Delaware  and  Maryland — also  don't 
allow  tax-free  transfers  to  spouses. 
This  is  contrary'  to  Uncle  Sam's  prac- 
tice, which  is  to  allow  the  spouse  to 
inherit  tax-ft-ee. 

It  means  that  a  w  idow  can  w  ind  up 
ow  ing  state  tax  on  jointly  ow  ned  as- 
sets after  the  death  of  her  spouse.  In 
Massachusetts,  for  example,  a  widow- 
might  owe  tax  on  the  \alue  of  her 
house,  even  though  she  has  no  cash  to 
pay  it. 

If  you  are  unlucky  enough  to  live  in 
a  confiscator\'  state,  w  hat  can  you  do 
to  help  your  heirs?  You  can  move — 
and  not  necessarily  a  great  distance. 
Even  if  Massachusetts  ne\  er  changes 
its  estate  tax  laws,  it  is  ringed  by 
friendlier  states. 

Boston  lawyer  Kenneth  Brier  of 
Powers  &  Hall  has  several  clients  w  ho 
have  changed  their  residence  to  their 
summer  houses  on  the  Rliode  Island 
shore  w  ithout  radicallv  channinn  their 
habits. 

And  there's  always  Florida  and  a 
host  of  sites  in  warmer  climes.  Or  tr\' 
Washington  State.  It  has  neither  a 
death  surtax  nor  a  state  income  tax. 

If  you  don't  want  to  move,  there 
may  still  be  ways  to  minimize  the 
damage  fn^n  state  surtaxes.  Because 
many  states  don't  have  gift  taxes,  it 
may  be  possible  to  reduce  your  tax 
able  estate  by  gi\  ing  some  of  it  aw  ay  to 
vour  heirs  while  vou  are  ali\c.         ^M 
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If  you  shower  your  lover  with  presents,  make  sure  you 
don't  wind  up  in  a  menage  a  trois  with  the  IRS. 


Safe  sex 


By  Laura  Saunders 

If  you  glance  at  the  gossip  sheets, 
you  know  that  divorced  real  estate 
magnate  Donald  Trump  squires 
model  Maria  Maples  around.  That 
7. 5 -carat  diamond  she  flashes — said 
to  be  worth  $250,000 — attests  to  his 
regard  for  her. 

Has  Trump  paid  gift  tax  on  the 
ring?  "That's  a  personal  question," 
snaps  an  aide. 

Lovers — male,  female,  straight  and 
gay — beware.  In  relationships  where 
lots  of  cash  or  gifts  are  exchanged  but 
no  vows,  Uncle  Sam's  tax  rules  make 
him  a  silent  partner  in  the  affair.  In 
Trump's  case,  the  gift  tax  on  the  ring 
would  be  at  least  $67,600  and  could 
go  as  high  as  $150,000  if  the  ring 
really  cost  $250,000  and  he  did  give  it 
to  Maples — instead  of  lending  it  un- 
der a  prenuptial  contract.  That's  in 
addition  to  state  gift  tax,  if  any  (New 
York  has  one). 


The  tax  rules  on  money  and  love 
outside  marriage  are  litde  known  and 
even  less  obeyed,  but  they  are  clear.  If 
you  are  involved  in  a  steamy  affair — or 
even  if  you're  just  postponing  matri- 
mony— pay  attention. 

First,  there  is  the  gift  tax.  Spouses 
can  give  each  other  any  amount  with- 
out penalty.  But  if  you  aren't  married. 
Uncle  Sam  limits  you  to  $10,000  a 
year  per  recipient,  free  of  tax.  You  can 
give  up  to  $10,000  each  to  as  many 
people  as  you  want,  but  above 
$10,000  to  any  one  person  the  tax 
meter  starts  running.  Everything 
counts  in  the  tally:  plane  tickets,  ho- 
tels, meals,  clothes — even  engage- 
ment rings. 

There  is  a  way  to  double  your 
$10,000  allotment  to  $20,000  per 
year,  but  to  qualify  you  have  to  get 
your  spouse  to  sign  a  joint  gift  tax 
return.  Out  of  the  question  if  your 


Donald  Trump 
and  Maria  Maples 
Has  he  paid 
gift  tax  of 
$67,600  or  more 
on  the  ring? 


lover  is  extramarital. 

Gift  tax  on  amounts  over  $10,000 
starts  at  18%  and  rises  to  55%  above  $3 
million.  A  lifetime  gift/estate  tax 
credit  of  $192,800  effectively  means 
that  you  pay  nothing  on  the  first 
$600,000  of  assets  you  give  away  or 
leave  in  a  will.  But  once  this  credit  is 
used  up,  it's  gone.  The  more  taxable 
gifts  you  make  to  a  fnend  or  lover 
while  alive,  the  less  of  the  $600,000 
exemption  will  be  left  for  your  heirs. 

Bimbos  of  both  sexes  take  note. 
The  recipient  should  also  be  sure  to 
declare  any  income  earned  from  gifts. 
Los  Angeles  lawyer  Dan  Olinc)'  points 
to  a  1969  Tax  Court  decision  in  the 
case  of  Louis  and  Virginia  Libby .  In  it, 
both  Mr.  and  Mrs.  Libby  were  hit 
with  fraud  penalties  after  failing  to 
report  on  their  joint  return  the  in- 
come earned  on  gifts  that  a  lover  gave 
Mrs.  Libby.  (Today  the  "innocent 
spouse"  rule  would  protect  Mr.  Lib- 
by from  personal  responsibilit)'  for  the 
fraud  surcharge.) 

Do  people  realh'  obserxe  these 
laws.^  Believe  it  or  not,  some  people 
do.  One  big  cpa  firm  that  requests 
anonymit}'  has  a  client  who  pays  the 
mortgage  on  a  mistress'  condo  and 
files  a  gift  tax  return  annually  so  as  to 
be  square  with  the  Internal  Re\enue 
Ser\ice.  Which  is  wise,  because  unless 
you  pay  cash  for  gifts,  you  will  create 
an  audit  trail. 

The  tax  picture  changes  drastically 
if  your  presents  aren't  gifts  but  com- 
pensation— meaning  the  recipient's 
activities  are  to  be  treated  as  a  profes- 
sion. In  this  case  you're  oft' the  hook 
for  gift  taxes,  but  your  partner  is  on  it 
for  income  and  Social  Securitx'  ta.xes. 
The  advantage  here  is  that  if  he  or  she 
is  running  a  business,  "ordinan'  and 
neccssar\"  expenses  arc  deductible, 
even  if  the  business  is  illegal. 

For  example,  the  home  office  de- 
duction. You  get  it  if  a  work  space  is 
used  regularly  and  exclusively  as  a 
place  of  business.  So  it  could  reason- 
ably apply  to  a  boudoir,  if  it  doesn't 
double  as  a  private  bednxim.  But 
your  paramour  should  not  tr>'  to  de- 
preciate his  or  her  body  parts.  The  IRS 
does  not  allow  such  deductions,  c\en 
though  they  could  be  considered 
wasting  assets. 

If  you  belicNC  your  presents  are 
compensation,  K.rMG  Peat  Marwick 
partner  Gerald  Portney  sdN-s  to  be  sure 
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Republic  understands  that  you  protect  what 
you  value  most.  We  do  the  same.  Our  number 
one  priority  is  the  protection  of  our  clients'  funds, 
to  give  them  the  best  combination  of  safety, 
strength  and  service. 

Perhaps,  thaf  s  why  we  rank  number  one, 
among  large  U.S.  banks,  in  total  risk-weighted 
capital  ratio. 

And,  in  a  recent  Euromoney  magazine  poll 
of  over  50  of  the  world's  leading  bank  analysts... 
Republic  led  all  major  international  banks  in... 
Strategy,  Resilience,  and  Quality  of  Assets. 

If  you  would  like  more  information  on  the 


bank  that  is  dedicated  to  your  protection...write 
for  our  latest  Quarterly  Report  to:  Information 
Center,  Republic  National  Bank  of  NewYork, 
Fifth  Avenue  at  40th  Street,  New  York  City,  N.Y. 
10018.  Or  can  (212)  221-6056.  Outside  New 
York  City:  (800)  522-5214. 

REPUBLIC 

NAnONALBANK 

OF  NEW  YORK 


NEW  YORK  •  GENEVA  •  TOKYO  •  LONDON  •  ZURICH  •  LUGANO  •  LUXEMBOURG  •  PARIS  •  MONTE  CARLO  •  GIBRALTAR 

MILAN  •  GUERNSEY  •  BEIRUT  •  ML\MI  •  LOS  ANGELES  •  BEVERLY  HILLS  •  NASSAU  •  CAYMAN  ISLANDS  •  MONTREAL  •  SINGAPORE 

HONG  KONG  •  TAIPEI  •  JAKARTA  •  MONTEVIDEO  •  PUNTA  DEL  F5TE  •  BUENOS  AIRES  •  SANTIAGO  •  MEXICO  CITY  •  CARACAS  ■  RIO  DF  |  ANEIRO 


CRS- 
YOU'LL  HND  US 

IN  ALL  THE 
raCHT  PLACES 


CRS 


When  the  time  comes  to  buy  or  sell  your 


*  j  home,  seek  out  the  skills  of  a  specialist. 
Just  as  you'd  turn  to  the  right  doctor  or 
attorney  for  professional  advice,  finding  a 
Certified  Residential  Specialist  (CRS®)  can  ease 
your  residential  real  estate  transactions. 

True  professionalism  is  a  hard-earned  honor. 
A  CRS  is  a  real  estate  professional  equipped  with 
special  expertise,  thanks  to  advanced  study  in 
listing,  selling,  investment,  taxes  and  more. 

Finding  a  CRS  now  can  save  you  a  lot  of  time  and 
effort  later.  Find  a  CRS  in  your  area  by  contacting 
your  local  real  estate  office,  or  calling  our  toll-free 
number  below. 

Doesn't  your  real  estate  transaction  deserve  the 
attention  of  an  expert?  The  CRS  Designation  is 
our  badge  of  expertise  and  your  shield  of  assurance. 

For  more  information  write: 

The  Residential  Sales  Council 

430  N.  Michigan  Ave. 

Chicago,  IL  60611 

..1-800-462-8841 


The  RESIDENTIAL  SALES  COUNCIL  ol  the  REALTORS  NATIONAL  MARKETING  INSTITUTE*     

IS  an  aHihate  ol  the  NATIONAL  ASSOCIATION  OF  REALTORS®      wt  At  i  .^R ' 


to  file  a  1 099  information  return  with 
both  the  IRS  and  the  payee  if  your 
combined  payments  to  this  indi\idual 
are  S600  or  more  in  any  year.  It  could 
also  help  your  case  if  the  taxmen 
challenge  the  payments  as  a  gift. 

What  if  you  want  to  put  your  lover 
on  your  own  payroll?  The  iRS  takes  a 
dim  view  of  this  if  the  person  isn't 
providing  real  business  senices  for  fair 
compensation.  If  you  insist,  your  ac- 
countant may  do  the  same  as  one  we 
found  in  the  Midwest.  The  elderly 
client  was  a  small-business  owner  who 
gave  company  charge  cards  to  five 
female  friends.  To  protect  both  the 
client  and  itself  fi^om  severe  penalties 
in  case  of  an  IRS  audit,  the  CPA  firm 
artfully  disclosed  that  some  of  the 
women's  compensation  was  for  per- 


What  happens  if  your 
affair  falls  apart?  If  your 
ex -lover  reports  your  tax 
misdeeds  to  the  IRS,  he 
or  she  may  get  a  reward 
from  the  tax  people. 


sonal  ser\'ices.  "Out  here,  we  call  that 
safe  sex,"  says  the  auditor. 

If  you  pro\ide  for  a  lover  after  your 
death,  the  amount  is  not  tax  deduct- 
ible from  your  estate.  But  a  debt  is. 
This  conflict  can  pose  a  problem  for 
estate  administrators.  Say  a  wealthy 
man  dies,  and  shortly  after  a  w  oman 
comes  out  of  the  woodw  ork  with  his 
letter  promising  to  take  care  of  her 
after  his  death.  To  give  her  SI  million 
will  cost  his  estate  over  S2  million  as  a 
bequest,  but  only  SI  million  as  a  debt, 
and  therefore  be  taxable  compensa- 
tion to  her.  KPMG  Peat  Marwick  part- 
ner Milton  Schultz  says  the  solution 
to  such  dilemmas  turns  on  the  facts  of 
each  case.  It  could  even  include  a 
compromise  whereb\  the  lo\er  re- 
ceives some  of  each — compensation 
and  bequest. 

Think  it's  safe  to  cheat.*  Figure  your 
lover  wouldn't  squeal.'  Don't  be  na- 
ive. What  happens  if  your  affair  falls 
apart:  Ifyour  e\-kn  cr  reports  your  tax 
misdeeds  to  the  IRS,  he  or  she  may  get 
a  reward  from  the  tax  people.  And 
remember  that,  unlike  a  sp<^usc,  a 
Uner  can  be  compcUcd  to  icstih- 
against  you  in  any  tax  dispute. 

C  a\cat  amator.  ^ 
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American  Re's  products  and  services 
are  only  available  at  the  above  location. 


Today  you  need  a  reinsurer  with  financial  stability, 

innovative  products  and  services,  and 

a  strong  international  presence  in  order  to  respond 

to  your  clients'  global  needs.  American  Re 

has  been  in  business  for  75  years,  and  we  have 

offices  in  27  locations  worldwide  staffed 

by  local  experts.  We  have  the  capability  to  create 

customized  programs  that  keep  you 

current  in  a  changing  world.  Update  your 

global  strategy  Talk  to  American  Re. 


AMERICAN 

RE  INSURANCE  COMPANY 

555  College  Road  East,  Princeton,  N  J  08543-5241  (609)  275-2000 

Atlanta,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus;  Dallas.  Hartford,  Kansas  City.  London,  Los  Angeles.  Meltxxjrne,  Mexico  City, 
Minneapolis,  Montreal,  New  York,  Philadelphia,  Princeton,  San  Francisco.  Santiago,  Singapore,  Sydney' Tokyo.  Toronto.  Vienna 


TAXES 


Want  to  make  sure  the  family  home  stays  in  the  family 
after  you  are  gone?  Put  it  in  a  trust.  Now. 


God  bless 
girandpa 


By  Laura  Saunders 

YOU'RE  GETTING  OLDER,  and  you  have 
substantial  assets — worth  $2  million 
or  more  if  you're  married.  Probably 
you  have  taken  the  most  obvious  step 
toward  minimizing  estate  taxes:  You 
and  your  spouse  are  each  giving 
$10,000  of  assets  every  year,  tax-free, 
to  each  of  your  heirs. 

What  next?  kpmg  Peat  Marwick 
partner  Milton  Schultz  suggests  using 
a  trust  to  shelter  your  "sacred  family 
assets."  You  may  treasure  your  paint- 
ings, your  antiques,  your  stamp  and 
coin  collections,  your  antique  cars- 


trust,  the  President  could  remove  it 
from  his  taxable  estate  and  preserxe  it 
for  future  generations.  He  would  am- 
plify the  estate  tax  saving  by  renting 
the  house  back  from  the  trust.  The 
cash  rental  payments  would  have  the 
effect  of  still  further  shrinking  his 
taxable  estate. 

Deloitte  &  Touche  tax  expert 
Thomas  Jackson  illustrates  how  one 
such  shelter  might  work: 

You  are  married,  with  cherished 
real  estate  worth  $1  million — 
$400,000     for     the     house      and 


The  Bush  estate 
It  is  in  giving 
that  we  receive 
a  tax  break. 


and,  especially,  the  family  homestead 
or  vacation  home.  You'd  like  the  kids 
and  the  kids'  kids  to  have  them. 

A  good  example  is  President  Bush's 
summer  home  at  Kenncbunkport, 
Me.  Built  by  his  grandfather  on  a 
spectacular  spit  of  land,  it  has  tennis 
courts  and  a  helicopter  pad.  The 
Bushes  return  to  it  ever)'  year  with 
their  children  and  grandchildren.  It's 
common  ground  for  the  generations 
and  helps  tie  them  together,  some- 
thing that  is  hard  to  do  in  these  days  of 
social  and  geographical  mobilit)'. 

By  assigning  the  summer  home  to  a 


$600,000  for  the  land.  Your  trust 
could  have  children  or  anybody  else  as 
beneficiaries.  You  must  also  pick  one 
or  more  trustees  to  administer  the 
trust.  To  avoid  trouble  with  the  Inter- 
nal Revenue  Serxice,  neither  you  nor 
your  heirs  should  be  trustees. 

The  house  and  propertN'  go  into  the 
trust  at  fair  market  value.  This  gift  uses 
up  $500,000  each  of  your  $600,000 
estate/gift  tax  exemption  and  vour 
spouse's.  The  $100,000  balance  can 
be  used  in  ant)ther  gift  later,  or  against 
your  estate  tax. 

Next,  vou  rent  the  house  back  from 


the  trust,  again  at  fair  market  value. 
Deloitte's  Jackson  puts  the  rent  for 
this  propert}'  at  $24,000  annually. 
You  also  pay  utilities,  insurance  and 
maintenance  costs.  The  trust,  in  turn, 
pays  the  real  estate  taxes — assumed 
here  to  be  $5,000  a  year — plus  in- 
come taxes  on  the  trust's  lent  and 
investment  return.  It  may  claim  de- 
preciation, too. 

Jackson  assumes  that  the  rent,  the 
property  taxes  and  the  propert)''s  val- 
ue all  climb  at  5%  annually.  At  the  end 
of  ten  years  here's  how  things  look. 
The  propert}'  is  worth  $L6  million. 
Your  bank  account  is  $300,000  small- 
er than  it  would  have  been  without 
the  gift.  (That's  because  the  rent  is  a 
lot  higher  than  the  property'  tax,  and 
the  propert}'  tax  would  have  been 
deductible.)  The  trust's  bank  account 
is  only  $200,000.  So  far,  your  family  is 
out  of  pocket  $100,000,  but  you  have 
removed  $1.9  million  from  your  es- 
tate, while  using  up  only  $1  million  in 
estate  tax  exemptions.  Keeping  an 
extra  $900,000  out  of  the  estate  can 
save  your  heirs  as  much  as  $540,000 
in  federal  tax. 

Most  trusts  are  wound  up  when 
beneficiaries  hit  a  certain  age.  Yours 
could  run  up  to  2 1  years  after  your  last 
grandchild  (as  of  when  the  trust  was 
set  up)  has  died.  To  do  this  you  would 
also  spend  part  of  your  allotted  $  1  - 
million-per-donor  exemption  from 
generation-skipping  taxes.  WTien  the 
trust  ends,  everything  is  distributed. 
At  that  point  your  great-grandchil- 
dren would  ha\e  to  sort  things  out, 
but  that  might  \\ell  be  \ct\-  late  in  the 
21st  centur\'. 

To  set  up  a  trust,  Jackson  figures, 
will  cost  $3,000  to  $5,000  in^  legal 
fees.  Annual  cost  of  investment  and 
tax  preparation:  another  $1,000. 

Does  this  loophole  sound  just  too 
good?  It  does  have  three  disadvan- 
tages, which  you  should  rexiew  care- 
fully before  proceeding. 

The  first  drawback  is  that  your  fam- 
ilv's  income  tax  bill  will  probably  go 
up.  The  children  and  grandchildren 
wind  up  with  taxable  rental  income, 
w  hile  vou  as  donor  get  no  offsetting 
income  tax  deduction.  The  donor 
also  loses  the  personal  income  tax 
deduction  for  propcrt>'  taxes.  The 
rental  income  problem  is  mitigated  by 
the  fact  that  the  taist  can  claim  depre- 
ciation on  the  house  and  b\  the  possi- 
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Our  insurance  gives  you  an  e 
for  whatever  pops  up  in  life. 


099 


.^         .0] 


The  Principal  Edge: 


Life  has  a  way  of  jumping  up  and 
surprising  us  at  every  turn. 

But  with  Adjustable  Life  from  The 
Principal  Financial  Groupf  you  have  an 
edge:  Insurance  you  can  adjust  to  fit  the 
changes  in  your  life. 

With  Adjustable  Life,  you  don't  have  to  choose 
between  term  and  whole  life  because  you  get 
the  best  of  both.  You  can  increase  or  decrease 
'      the  amount  of  coverage  anytime!  Raise  or  lower 

your  premiums  without  reducing  the  amount  of 
coverage.  Even  use  the  cost  of  living  benefit  to  Increase 
the  value  of  your  policy,  without  a  medical  exam.  And,  it 
pays  dividends. 

Adjustable  Life  is  your  edge  on  life-whatever  pops  up.  For 
more  Information,  call  1-800-633-0323.  The  Principal  Financial 
Group,  Des  Moines,  lA  50392-0150. 


the; 


rincipal 


iOROFTHE 
QAMES 


The  financial  company 
that  gives  you  an  edge: 


Financial 
Group 


•ervices  available  through  Principal  Mutual  Life  Ins.  Co.  (The  Principal),  Des  Moines.  lA.  50392-0150 
f  amount  of  coverage  may  require  a  medical  exam.  ^  1992  Principal  Mutual  Life  Ins  Co 


BESSEMER. 

ENHANCING  WEALTH 
FOR  GENERATIONS. 


F 

Xor 


.or  over  eight  decades  our  single  focus  has  been  the  preservation, 
enhancement  and  transfer  of  wealth  for  families. 

One  of  America's  most  successful  entrepreneurs  gave  Bessemer  its 
start  and  after  five  generations  those  heirs  continue  to  entrust  their 
assets  to  our  care.  If  you  have  accumulated  substantial  wealth,  you 
need  an  Advisor  who  has  the  knowledge  and  skills  to  assure  that  your 
assets  are  properly  managed  during  your  lifetime,  and  subsequently 
well  managed  for  your  heirs. 

We  provide  investment,  custody,  trust,  private  banking,  tax  and  other 
financial  services  to  a  limited  number  of  individuals  and  families. 
Presently,  some  700  clients  have  entrusted  over  $10  billion  to  our  care. 

The  exponential  demands  of  future  generations  require  an  Advisor 
who  can  achieve  consistently  superior  investment  performance  over 
the  long-term.  If  you  have  $5  million  or  more  and  would  like  to  learn 
more  about  Bessemer,  please  call  or  write  to  Robert  C.  Elliott,  Senior 
Executive  Vice  President  at  (212)  708-9141. 


Bessemer  Trust 


630  Fifth  Avenue,  Neu^  York,  Nac  York  Will 

The  Bessemer  Trust  Companies:  Offices  in  New  York.  Rilm  Beach,  Miami, 

Washington,  DC,  London,  Wixxibndge,  NJ,  Grand  Cayman 


bility  that  the  arrangement  may  give 
rise  to  "passive"  income.  The  passive 
income  could  absorb  losses  from  oth- 
erwise useless  tax  shelters,  if  your 
children  happen  to  own  any  of  those. 

Disadvantage  number  two  is  that 
your  heirs  pick  up  your  cost  basis  in 
the  propert)',  potentially  costing  them 
capital  gain  taxes  years  later.  Suppose 
the  heirloom  propert)'  has  a  tax  basis 
of  S 1 00,000  in  your  hands  and  will  be 
worth  SI  million  when  you  die.  If  you 
hold  on  to  the  property'  until  death, 
that  5900,000  appreciation  perma- 
nendy  escapes  income  taxation — the 
tax  cost  is  "stepped  up"  tg  market 
value  on  your  death.  Set  up  a  trust, 
though,  and  your  heirs  have  to  use 
your  5100,000  cost  in  figuring  capital 
gain,  if  they  ever  sell  the  thing.  They 
also  have  to  use  the  5100,000  value  in 
figuring  depreciation. 

The  last  drawback  is  that,  if  the 
property'  is  worth  in  the  millions  of 
dollars,  you  might  have  to  pay  gift 
taxes  now  to  avoid  estate  taxes  later. 
That's  because  a  couple  gets  a  lifetime 
estate/gift  tax  exemption  of  only 
SI. 2  million.  This  could  be  the  main 
reason  the  Bushes  haven't  set  up  a 
trust  for  the  spectacular  Kennebunk- 
port  property',  valued  at  52  million. 

Finally,  don't  do  one  of  these  com- 
plicated trusts  without  considering 
the  much  simpler  strategy  of  giving 
the  property  to  your  children  out- 
right. Let  them  have  some  of  your 
valuable  paintings  or  maybe  the  fam- 
ily summer  place.  That's  another 
good  way  to  get  assets  out  of  your 
estate  before  they  appreciate. 

Yet  another  alternative  is  to  give  the 
property  to  the  children  but  retain  the 
right  to  live  in  it  (or  to  keep  the 
painting)  for  a  set  number  of  years 
(Forbes,  June  24,  1991).  Here,  a 
subde  tax  code  defect  having  to  do 
with  the  valuation  of  ftiture  interests 
works  in  your  favor;  working  against 
you  is  the  same  problem  seen  in  the 
sacred  assets  trust — namely,  loss  of 
the  step- up  at  death. 

It's  all  very  complicated,  but  these 
tradeoffs  of  higher  income  tax  for 
lower  estate  tax  make  an  awfiil  lot  of 
sense  for  some  families.  The  highest 
estate  tax  bracket  is  almost  double  the 
highest  income  tax  bracket.  If  your 
kids  have  to  pay  that  estate  tax  on  the 
family  home,  chances  are  that  they 
won't  be  able  to  keep  it.  ^ 
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LOOKING  TO  INVEST 
IN  SMALL  COMPANIES? 


T.  ROWE  PRICE  GIVES  YOU  A  CHOICE  OF 
STRATEGIES,  AND  THE  EXPERTISE  YOU  NEED 

If  you  want  to  benefit  from  the  dynamic  return  potential 
of  small  companies,  turn  to  T.  Rowe  Price.  As  a  leader  in 
small-company  investing  for  over  30  years,  we  have  the 
experience  needed  to  locate  long-term  potential  while 
managing  risk.  And  we  offer  a  choice  of  Funds,  so  you  can 
select  the  investment  strategy  best  suited  to  your  long- 
term  goals. 

Now  may  be  a  good 
time  to  invest. 

Because  of  their 
greater  growth 
potential,  small  com- 
pany stocks  have  his- 
torically demanded  a 
premium.  But  right 
now  they  appear  rea- 
sonably valued;  as 
the  chart  shows, 


Sari  CHipHits'P/E  ratio 
Rtatiie  to  Ike  SAP  500  P/ E  nti0* 


Dscount 


1961 


1966 


1971 


19"6 


1981 


I9S6 
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they're  priced  at  a  relatively  low  premium  compared  to 
the  S<S^P  500. 

Two  Fimds  let  you  invest  more— or  less— aggressively. 

New  Horizons  Fund,  one  of  America's  largest  small- 
company  funds,  aggressively  seeks  capital  appreciation 
from  companies  expected  to  show  strong  earnings  growth. 
Small-Cap  Value  Fund  uses  a  less  aggressive  strategy, 
investing  in  undervalued  stocks  whose  already-low  prices 
help  limit  downside  risk. 

Our  free  report  discusses  small-company  characteristics, 
and  offers  guidelines  for  long-term  investing  in  this 
potentially  reward-      i 1 

r  ^  T.  Rowe  Price,  100  E  Pratt  St ,  Baltimore  MD  21202 

1T1CT  area 

o  ■  t      Send  a  free  report  and  a  prospectus  with  more 

complete  mformation,  including  management  fees 
and  other  charges  and  expenses.  I  will  read  the 
prospectus  carefully  before  I  invest  or  send  money. 


$2,500  minimum 
($1,000  for  IRAs). 
No  sales  charges. 


Call  24  hours 
for  a  free  report 

1-800-541-6128 


Name 


Address 


City/State/21ip 


NwSCC:5592 


bnvst  \Nith  Confidence 

TRoweRice 


•Figures  represent  stocks  m  New  Horizons  Fund,  a  widely  used  proxy  for  smaii<cmpany  stocKS 
There  is  no  assurance  that  past  performance  trends  will  be  repeated  and  that  the  Funds  can 
achieve  their  objectives.  Stocks  of  small  companies  may  be  subject  to  greater  price  nxjvements 

than  larger-company  securities  T  Rowe  Pnce  Investment  Services.  Inc  .  Distributor 


Never  a^sks   for   a   raise. 

IVever  takes   long   IvmcHes. 

Never  complains. 

IVever  asks   for   tlie   corn^er   office 

Never  Has   a  bad.  \veeken.cl. 

Never  asks   for   a  big  title. 

Never  calls   in^   sick. 

Never  makes   long  distance   calls 

Always   workin.g. 


If  only  everything  in  your  office  were  98  %  of  the  time .  For  more  details  about 

guaranteed  like  a  Lahier  copier  our  Performance  Promise*  and  a  free 

And  would  perform  to  your  copier  information  package .  call  your 

satisfaction  or  be  replaced  at  local  Lanier  rep.  Or  1-800-852-2679. 

no  charge .  Or  simply  work  We  Uiink  you '  11  hire  us  on  the  spot. 


*  Soma  rMlnctiona  may  appTy 


^  HARRIS 


LANIER  RESPONDS 


Copying  Systems  DMsion 


lAXES 


Some  investments  are  so  bad  that  you  can't  give  them 
away.  So  what  should  you  do  with  tag  ends  of 
busted  tax  shelters?  Read  this  sad  tale. 


Flypaper 
securities 


By  William  P.  Barrett 

N'DiNG  ro\TR'n'.  Curing  aids.  Pre- 
icting  earthquakes.  If  you  think 
ncse  are  tough  jobs,  tr\'  getting  rid  of 
ublicly  registered  limited  partner- 
iiip  interests.  From  my  experience, 
"s  clear  that  "limited"  refers  more  to 
quiditN'  than  to  liabilitA'. 

LPS,  you  know,  were  a  hot  invest- 
ment of  the  decade  past.  Investors 
poured  more  than  S90  billion  into 
these  things,  most  of  them  real  estate 
oriented.  They  were  expecting  nifh' 
tax  breaks  and  the  appreciation  that 
always  went  with  real  estate.  Unfortu- 
nately, a  huge  number  cratered  under 
jhe  weight  of  the  1986  tax  reform, 
\\  hich  cut  back  the  tax  breaks,  and  all 
too  often  bad  management,  which 
cut  back  the  profits.  Few  are  \\orth 
an\Avhere  near  their  original  value. 

I  am  the  unfortunate 
owner,  by  inheritance,  of  _ 

eight  such  pannership 
units  with  a  total  face  val- 
ue of  S7,000.  My  grand- 
parents died  in  1985  and 
the  units  for  estate  pur- 
poses were  essentially  val- 
ued at  their  face  value. 
Collectively,  they're 

probably  now  worth  no 
more  than  S500.  That's 
before  disposition  fees,  of 
which  more  later.  Total 
distributions  paid  during 
1991:  a  mere  SI 00,  or 
1.4%  of  face  value. 

But  the  partnerships  do 
generate  paper,  a  gaggle 
of  incomprehensible  K- 1 
tax  forms  and  passive  in- 
come disclosures.  My  fa- 
vorite: Form  8582,  Pas- 
sive Activir\'  Loss  Limita- 


tions, whose  II -page  instructions 
contain  this  passage:  "Passive  activity 
income  does  not  include  the  follow- 
ing: Income  from  an  activity  that  is 
not  a  passive  activit)'." 

My  interest  in  the  tax  paperwork  is 
stricdy  defensive.  I  don't  want  to 
claim  any  more  deductions  on  these 
shelters.  The  trick  is  to  avoid  being  hit 
for  tax  on  phantom  income,  which 
can  happen  when  debt  is  forgiven 
during  a  restructuring  or  rollup  of  the 
partnership.  So  I've  been  tr)ing  to  get 
rid  of  the  units — carefijUy. 

These  dogs  include  one  unit  each  of 
Consolidated  Resources  Health  Care 
Fund  II,  III,  IV  and  V  (SI, 000  per 
unit),  run  until  recendy  by  the  infa- 
mous Southmark  Corp.  of  Dallas, 
which  took  Chapter  1 1 .  Then  there 


"^^^'^'^^JCJcx^C^ 
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are  t^^'0  units  of  PS  Partners  II  Ltd.,  a 
lock-it-yourself  storage  locker  outfit 
($500).  In  five  years  its  annual  distri- 
bution has  fallen  in  half,  to  less  than 
$19  last  year.  Bringing  up  the  rear: 
two  units  (SI, 000  each)  of  National 
Real  Estate  Limited  Pannership  In- 
come Properties,  also  in  the  storage 
business.  The  finances  are  prett\' 
much  in  cold  storage. 

First  thought:  Give  the  units  to  a 
charit)-,  taking  a  charitable  deduction 
on  the  S500  theoretical  current  value. 
I'd  lose  an  additional  deduction  for  a 
capital  loss — roughly  speaking,  the 
difference  between  the  S7,000  estate 
value  and  today's  S500  market  value. 
But  at  least  I'd  have  the  S500  deduc- 
tion and  the  monkey  off  my  back. 

A  round  of  telephone  calls  revealed 
that  many  tax-exempt  institutions 
had  never  received  a  limited  partner- 
ship interest  through  donation  and 
were  war\'  about  doing  so  now.  Sever- 
al demanded  to  see  copies  of  the 
limited  partnership  agreements — 
documents  that  I  had  never  been  sent 
and  couldn't  get  quickly. 

So  I  set  out  to  find  some  investors 
to  buy  the  units.  I  called  the  various 
general  partners  to  see  if  the\'  had  any 
ideas.  Generally,  they  proved  to  be 
terribly  unconcerned;  after  all,  they 
had  already  got  their  money.  One  had 
a  repurchase  plan  under  which  the 
general  partnership  would  consider 
bming  back  units  at  about  half  the 
face  value.   Where  do   I 
^^^^~     sign.'  Uh,  said  the  voice  on 
the    phone,   we    haven't 
done  repurchases  in  sever- 
al years. 

The  ad\ice  from  all  the 
general  partners:  Tn-  the 
"secondar)'  market." 
That's  a  collection  of 
about  two  dozen  broker- 
ages across  the  country- 
that  purport  to  traffic  in 
limited  pannership  inter- 
ests. Some  buy  for  their 
own  account;  others  tr\-  to 
match  buyers  and  sellers. 
They  don't  do  enough 
real  business  to  make  a 
market. 

The  National  .\ssocia- 
tion  of  Securities  Dealers 
has  unhelpfiilly  gone  after 
a  few  brokers  for  the  sin  of 
charging  excessive  mark- 
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ATbT 

EasyLink  Services 


With  laptops 

and  electronic 

messaging 

technology, 

you  can 

improve  sales, 

customer 

senice  and 

productivity  — 

all  at  the 

same  time. 


Automate  Your 
Road  Warriors 

Business  is  on  the  move.  Every  day,  46  million  workers  are  on  the  road, 
away  from  the  main  office.  But  In  the  age  of  the  virtual  office,  they're 
never  that  far  away.  Voice  mall,  electronic  mail,  fax  and  even  wireless 
pagers  are  smashing  communications  barriers  created  by  geography, 
divergent  computer  systems  and  time  zones. 
For  service-based  companies  with  mobile  and  remote  field  forces,  fast  electronic 
communications  can  provide  a  distinct  competitive  edge.  Sales  representatives  make 
more  contacts,  spend  more  time  with  customers  and  close  more  sales.  Managers  have 
more  control  over  and  Interaction  with  far-flung  field  forces. 
Companies  deliver  better  service  with  less  overhead. 


"Virtually  every  study  on  sales 
effectiveness  shows  a  1 0%  to  40% 
increase  in  productivity,  profits  and 
sales  volume  from  automation  —  and 
a  concurrent  reducUon  in  marketing 
and  sales  costs  per  customer. "  says 
Kric  S.  Arnum.  editor  of  Kleclronic 
Mail  and  Micro  Systems,  a  twlce- 
montlily  newsletter  on  electronic 
messaging. 

"Computers  and  electronic  mail 
drastically  reduce  the  amount  of  time 
it  takes  to  do  things,  especially  admin- 
istrative tasks  like  writing  letters  and 
invoicing."  says  I'aul  (lastell.  Nice 
President  for  Sales  Automation.  Inc. 
a  rhiladeiphia-t)ased  compauN  that 
helps  companies  compuleri/.e  their 
field  forces. 


For  Teleflora.  a  privately  held 
Los  Angeles-based  compan>  that  sells 
containers  to  florists  and  consumers, 
the  benefits  of  automation  w^re  tangi- 
ble within  a  short  peri(Mi  of  time,  .\fter 
two  years,  with  one-third  of  its  T^(^  reps 
lullN  computerized,  the  conu^mx  has 
been  able  to  translate  its  increased  elTI- 
ciency  into  imprtned  customer  ser\1ce. 

"The  rea!  benefit  of  automation 
for  us  is  that  we  can  adxance  the  le\el 
of  customer  ser\  Ice  —  and  were  basi- 
cally a  senice  compan>."  sa>s  \nd\ 
\Iurrer.  Telellora  s  chief  financial  offi- 
cer. "We  ha\e  30  sales  reps  who  deal 
with  17.000  merchants  in  the  l.S.  So 
our  (lueslion  alwa>s  is:  How  do  we 
pnnide  better  ser\ice  to  these 
shopowners.' 


AN  hen  we  start 
ed  automating  two 
years  ago.  our  specific  intention  was 
lo  cut  down  the  number  of  phone  calls 
from  field  reps  that  didnt  receive  a 
quick  response.  Now.  our  salespeople 
spend  more  time  with  their  cus- 
tomers. They  sol\e  problems  right  on 
the  spot,  rather  than  a  few  days  later. 
They  can  ask  for  information  by  K-mail 
and  expect  an  answer  within  the  hour. 
Or.  they  can  go  right  into  a  customer 
file  at  headquarters  and  get  the  infor- 
mation." 

Thk  Eii:ctr()M(;  Mw  \gkr 

Ihe  primar>  link  in  the  chain  between 
i  remote,  mobile  worker  and  the  main 
office  is  a  laptop  computer  with  a 
built-in  modem.  Connect  the  laptop  to 
n  phone  line,  sign  on  lo  an  electronic 
mail  network,  and  nou  can  send  and 
receive  much  more  information  lo 
many  more  people  than  you  can  with  a 
simple  phone  call. 

'■\Ne'\e  set  up  our  sales  reps  in  a 
\irtual  office  —  with  a  laptop,  elec- 


tronic mail  and  a  cellular  phone."  says 
Ben  Brandon,  branch  sales  manager 
in  the  Southeast  for  AT&T  KasylJnk 
Services,  the  market  leader  in  elec- 
tronic messaging  ser\ices.  "They  use 
Iheir  laptop  computers  and  contact- 
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management  software  lo  maintain  a 
database  of  contacts.  Kvery  KridaN. 
the\  K-mail  anv  changes  in  their  con- 
tact database  to  the  Atlanta  office. 
Secretaries  make  changes  in  the  mas- 
ter database.  On  Monda\  morning, 
when  I  talk  lo  each  rep  about  the 
week  ahead,  were  each  looking  at  Ihc 
same  data  on  our  computer  screens." 
Brandon  is  so  comfortable  with  this 
electronic  view  of  the  world  that  he 
gave  away  his  printer,  the  first  step 
toward  a  paperless  office. 

"I  always  know  where  a  given  rep 
is  in  the  sales  cycle  with  a  given  cus- 
tomer —  at  10%  lo  closure:  at  50%. 
with  a  proposal  and  agreement  in 
hand:  or  at  90%.  with  a  contract  virtu- 
ally signed.  I  can  foreca.st  the  closing 
date  of  a  sale  and  the  dale  re\enues 
will  begin.  I  know  what  action  is  need- 
ed by  the  branch  manager  lo  close  the 
sale.  I  can  hit  one  function  key  on  the 
computer  and  see  a  salesperson  s 
itinerary  for  the  week.  I  can  call  and    j 
say.  Why  don't 

you  have         ^^S^^^^^^^^       % 
more 


SKY1VI\IL:  Phone-Free 
Communications 

Today,  anyone  with  a  laptop,  modem  and  subscrip- 
tion to  AT&T  EasyLink  Services  can  exchange  messages 
with  virtually  anyone,  anywhere,  anytime. 

SkyMall,  a  joint  service  from  AT&T  and  SkyTei,  will  allow  you  to  send  an 
electronic  message  to  a  remote  worker  carrying  a  wireless  pager.  Unlike  most 
pagers,  which  notify  the  receiver  to  call  back  a  certain  number,  the  SkyTei  pager 
will  accept  20  written  messages,  up  to  240  characters  each.  Messages  can  be 
transferred  from  the  pager  to  the  AT&T  Safari®  notebook  computer  and  edited  or 
saved  for  future  reference. 

As  cellular  technology  becomes  less  expensive  and  more  effective,  the  field 
worker  with  a  laptop  or  notebook  computer  will  be  able  to  respond  to  the  pager 
message  —  from  a  desert,  oil  rig  or  Southern  California  highway.  "We're  rapid- 
ly moving  toward  wireless  laptop  communications,"  says  AT&T  EasyLink 
Services  Marketing  Manager.  Ken  Klein. 


Wherever  You  Go, 

The  Fax  Will 

Follow  You 

In  its  infancy,  electronic  mail 
required  two  computer  users  with 
subscriptions  to  the  same  service. 
Now,  you  can  use  electronic  mail  to 
reach  virtually  anyone  the  U.S.  mail 
can  reach.  The  target  for  your  mes- 
sage doesn't  need  a  computer,  since 
you  can  transmit  messages  by  mail, 
fax,  pager  or  even  by  synthesized 
voice  (the  recipient  listens  to  your 
message  on  a  Touch-tone  telephone). 
Of  all  these  new  delivery  options, 
AT&T  Enhanced  FAX  is  perhaps  the 
most  powerful  for  mobile  workers. 

To  start,  it  obviates  the  need  for 
a  printer,  which  makes  it  easier  to 
travel  light.  Because  you  can  send  a 
document  from  a  laptop  to  a  fax 
machine  via  the  electronic-mail  sys- 
tem, and  because  most  offices  have 
fax  machines,  field  workers  can  send 
a  file  to  the  nearest  fax  machine 
when  they  want  a  printout.  "Reps  can 
sit  in  their  car  and  write  up  a  propos- 
al, then  walk  in  and  print  it  out  on 
the  customer's  fax  machine,"  says 
AT&T's  Brandon. 

When  traveling,  you  don't  have 
to  keep  giving  out  a  new  fax  number 
every  time  you  move.  Instead,  you 
set  up  a  Fax  Mailbox  on  AT&T 
EasyLink  Services,  which  can  accept 
faxes  from  virtually  any  Group  III  fax 
machine.  By  entering  your  special 
code  (which  ensures  private  mes- 
sages), you  can  retrieve  faxes  in  your 
mailbox  from  any  other  fax  machine. 
Alternatively,  you  can  read  or  print 
the  fax  from  your  laptop  or  notebook 
computer. 

Finally,  the  fax  broadcasting  fea- 
ture allows  you  to  send  in  parallel  the 
same  document  to  hundreds  of  fax 
machines.  You  enter  the  fax  numbers 
once  with  the  option  to  save  an  elec- 
tronic master  list  of  all  your  business 
contacts.  After  that  you  just  hit  a  key 
and  don't  have  to  worry  about  busy 
numbers  or  feeding  paper  through  a 
fax  machine.  Enhanced  FAX  takes 
care  of  the  operation  for  you,  and 
delivers  a  complete  status  report. 


sales  visits  scheduled?'  They  get  mad 
at  me  once  in  a  while  because  I  know 
too  much.  But  the  company  benefits 
and  so  do  they.  Productivity  has 
Increased  dramatically." 

Once  you  connect  a  computer  to 
a  phone  line  and  sign  on  to  the  AT&T 
EasyLink  Services  network,  you  have 
a  number  of  options.  You  can  enter  a 
message  and  send  it  to  one  person,  or 
broadcast  It  to  hundreds  of  people. 
You  can  send  It  to  an  electronic  mall- 
box,  fax  machine,  paging  device,  telex 
number  or  via  courier  (overnight  or 
same-day).  Besides  text  messages, 
you  can  transmit  binary  computer  files 
such  as  a  spreadsheet  or  updated  cus- 
tomer files  from  a  database  program. 

"With  laptops  and  electronic  mall, 
salespeople  can  log  Into  a  database, 
get  product  prices  and  fax  order  forms 
to  their  customers."  says  Ken  Klein, 
marketing  manager  for  AT&T  EasyLink 
Services.  "If  I'm  a  sales  branch  man- 
ager and  1  change  my  rate  structure.  I 
sit  at  my  terminal,  create  one  message 
and  broadcast  It  to  all  my  reps.  If  I'm 
an  Insurance  salesman,  I  can  pull  up 
contracts  electronically  and  fax  them 
from  my  computer;  customers  can 
review  and  fax  them  back." 

Ul»WARI)  MOBILK-IIT 

As  companies  automate,  they  are  rely- 
ing on  a  growing  arsenal  of  communi- 
cations equipment.  A  recent  survey  of 
500  telecommunications  managers  by 
Link  Resources,  the  New  York-based 
technology  research  firm,  shows  a 
substantial  commitment  to  remote- 
work  support  products  In  medium  and 
large  companies.  Kax  machines  (used 
by  99%  of  respondentvS).  modems 
(98%).  beepers  and  pagers  (63%). 
cellular  phones  (56%).  voice  mail 
(36%)  and  remote  local-area-network 
access  (26%)  are  some  of  the  dllTerenl 
elements  In  todays  mobile  mef^saging. 
An  electronic  network  Is  the  per- 
fect umbrella  for  this  dixerse  range  of 
equipment.  I-'or  example.  I)a\e  Kesler. 
a  regional  sales  manager  for  Telefiora. 
carries  an  MS-DOS  laptop,  but  sends 
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fax  messages  to  his  boss's  Macintosh® 
through  the  AT&T  Mail  network. 

Just  as  the  make  and  model  of 
your  telephone  has  almost  no  impact 
on  your  ability  to  use  new  phone  ser- 
vices, the  make  and  model  of  your 
computer  and  other  equipment  has 
little  or  no  bearing  on  your  ability  to 
take  advantage  of  new  electronic  mes- 
saging serxices.  An  electronic  mes- 


"ITie  extended  office 

is  an  idea 

whose  time  has  come. " 


saging  service  such  as  AT&T  EasyLink 
Services  supports  MS-DOS  or 
Macintosh®  computers,  minicomput- 
ers and  LNIX®-based  systems.  As  your 
computer  and  communications  equip- 
ment changes,  and  as  .\T&T  EasyLink 
Services  adds  new  messaging  options, 
you  can  upgrade  without  losing  your 
Investments. 

In  fact,  an  umbrella  network  adds 
exponential  power  to  each  Indixidual 
piece  of  equipment.  By  Itself,  a  modem 
In  Miami  cannot  send  a  message  to  a 
pager  in  Portland,  a  fax  machine  In 
Fremont  and  an  ansxxering  machine  in 
Tuscon.  Connected  to  an  electronic 
mail  netxxork.  the  modem  can  deliver 
messages  to  virtually  anyone,  anx- 
xxhere.  anxlime. 

"The  extended  office  is  an  Idea 
xvhose  lime  has  come."  sax>?  Tom 
Miller.  \  P  of  Home  Office  Research  at 
Link.  "More  than  62%  of  companies 
haxe  mobile  xxorkers.  Companies  xxill- 
Ing  to  embark  on  organizational 
change  and  to  use  nexx  techn(>log>  are 
henefitling  from  more  efiectixe  sales 
and  customer  serxice.  impmxed  job 
performance,  happier  emploxvcs  and 
loxver  overhead  costs."  I 

AT&T  EasyLink  Services. 
1-800-242-6005.  Dept.  6320 
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ups.  Excessive?  Any  broker  who  can 
persuade  some  greater  fool  to  take 
these  off  my  hands  deserves  a  parade. 
The  Securities  &  Exchange  Commis- 
sion has  also  put  in  its  2  cents  worth .  It 
recently  put  out  guidelines  making  it 
next  to  impossible  for  brokerage  firms 
to  make  a  market  in  partnerships  they 
originally  sponsored. 

I  compiled  a  list  of  buyers  and 
called  about  20.  Most  had  toll-free 
numbers.  Several  had  been  discon- 
nected or  didn't  answer  after  many 
rings.  One  number,  apparently  reas- 
signed to  the  travel  industry,  an- 
swered with  a  tape  recording  about 
"calling  the  Magic  Kingdom." 

The  end  result:  zippo.  Dealers  were 
uninterested  in  dealing  unless  I  had 
maybe  ten  units  of  the  same  invest- 
ment, and  even  then,  only  if  it  was  one 
of  the  better-known  partnerships. 
Mine  weren't.  "Gee,  that  sounds  like 
a  tough  sell,"  one  said.  The  brokers 
who  match  buyers  and  sellers  general- 
ly wanted  fees  of  around  $225  per 


investment,  plus  another  $25  for  the 
fees  that  general  partners  charge  to 
record  a  change  in  ownership.  Far 
more  than  my  meager  units  were 
worth.  And  some  of  the  brokers  said 
that  getting  the  cash  could  take 
months. 

Voodoo  is  alive  and  well  in  Ameri- 
ca; it's  called  "valuing  limited  part- 
nerships." Traders  quoted  me  prices 
"net  to  the  seller"  (not  counting  fees, 
of  course)  based  on  transactions  that 
were  often  months  or  years  old.  None 
promised  that  buyers  could  be  found 
at  that  or  any  other  price.  "Call  us 
back  in  three  to  six  months,"  one 
advised. 

The  only  source  of  price  quotes  and 
names  of  marketmakers  easily  avail- 
able to  the  public  is  a  $5-a-minute 
telephone  service  by  the  Stan^er  Re- 
port, a  Shrewsbury,  N.J.  newsletter 
(900-786-9600).  However,  a 
Stanger  clerk — with  the  meter  run- 
ning— had  no  usefiil  prices  on  any  of 
my  units;  in  one  case,  the  latest  price 


was  more  than  two  years  old. 

One  possibility'  I  considered:  find- 
ing a  friend  who  would  pay  me  $1  for 
each  unit.  That  probably  would  allow 
me  to  take  a  heft>'  capital  loss.  Howev- 
er, the  friend  might  later  get  stuck  for 
taxes  on  phantom  income,  and  then 
I'd  have  to  find  another  friend. 

Another  option  to  pin  down  the 
capital  loss:  abandonment.  I  could 
write  a  letter  to  the  general  partner 
saying  I  was  giving  up  the  units  and 
don't  contact  me  again.  I  would  then 
throw  away  any  distribution  checks 
that  might  come  my  way.  The  iRS 
frowns  on  abandonment,  but  several 
courts  have  recently  upheld  such 
losses.  Still,  too  risky. 

So  in  the  end  I  decided  to  hold  on 
to  the  flypaper  of  American  investing 
and  live  with  the  maddening  record 
keeping.  It's  possible  that  several 
units  may  liquidate  down  the  road 
and  kick  out  a  few  bucks.  But  not 
enough  to  cover  my  accounting 
bills.  H 


Where's 
the  aspirin? 

If  YOU  DO  succeed  in  un- 
loading a  limited  partner- 
'  ship  unit,  you  have  to  cal- 
culate the  capital  gain  or 
loss.  The  calculations  are 
mentally  taxing  and  the  an- 
swer can  be  very  painfijl. 
You  can  end  up  owing  a  lot 
more  in  tax  than  the  cash 
you  collect.  Indeed,  you 
can  owe  tax  even  if  you 
give  away  or  abandon  the 
partnership  interest. 

How  can  this  be.'  Let's 
begin  with  a  skeletal  expla- 
nation of  partnership  ac- 
counting. Suppose  that  in 
the  early  1980s  you 
bought  a  unit  in  a  real  estate 
partnership  for  $1,000. 
The  partnership  borrowed 
another  $1,200  per  unit 
and  bought  a  warehouse 
costing  $2,200  per  unit. 
First  rule  of  partnership  tax- 
ation: Your  tax  basis,  or 
book  cost  for  tax  purposes, 
is  equal  to  your  cash  in- 
vestment plus  your  share  of 
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the  partnership's  liabil- 
ities. Thus,  your  basis  be- 
comes $2,200.  You  like 
the  high  number.  It's  the 
starting  point  for  depreci- 
ation and  other  writeoffs. 

Over  the  years,  the  deal 
pays  you  no  dividends  and 
accomplishes  no  pay- 
down  of  the  mortgage.  You 
are  able  to  claim  deprecia- 
tion writeoffs  against  other 
income  totaling  $1,500. 
Your  tax  basis  is  now  down 
to  $700. 

At  this  point  the  part- 
nership is  liquidated  in  a 
bankruptcy.  The  bank 
takes  over  the  property  in 
settlement  of  the  $1,200 
mortgage.  You  get  no  pay- 
out. Your  $  1 ,000  invest 
ment  is  wiped  out.  Result? 
You  have  a  $500  taxable 
£fain.  Reason:  Your  pro- 
ceeds on  liquidation  arc 
deemed  to  be  cash  received 
($0)  plus  relief  from  your 
share  of  the  mortgage 
($1,200).  The  IRS  com- 
pares that  $  1 ,200  total  with 
vour  written-down  basis 


of$700togetthe$500 
profit. 

The  result,  says  Tom 
Ochsenschlager,  a  tax  part- 
ner with  Grant  Thorn- 
ton's Washington  office,  is 
not  as  absurd  as  it  seems. 
After  all,  this  investment 
debacle  cost  >'ou  only 
$1,000  out  of  pocket,  yet 
you  got  $1,500  of  shelter 
out  of  it.  The  $500  of  phan- 
tom income  just  makes 
you  square  with  the  tax  col- 
lector. Unfortunately, 
the  IRS  won't  accept  phan- 
tom payments. 

The  phantom  income 
is  bound  to  hit  you  one  way 
or  another.  You  could 
have  it  if  you  abandoned  a 
partnership  interest  or 
just  assigned  it  to  a  home- 
less person  standing  on 
the  sidewalk.  In  the  latter 
case,  the  new  owner 
would  be  treated  as  having 
assumed  your  $1 ,200 
share  of  the  outstanding 
debt — possibly  income  to 
you.  This  boomerang  effect 
explains  why  a  lot  of  tax- 


payers hang  on  to  busted 
shelters  long  after  they 
have  stopped  making  any 
distributions. 

What  if  you  weren't  the 
investor  who  claimed  the 
original  $1,500  of  depre- 
ciation writeoffs?  Perhaps 
you  inherited  the  unit 
from  Grandma  at  a  time 
when  her  basis  was  $700 
and  the  fair  market  value  of 
her  unit  was  $0,  meaning 
generally  that  the  assets 
were  equal  to  the  liabil- 
ities. Then  your  tax  basis — 
fair  market  value  on  the 
date  of  death — would  be 
$0.  So  if  the  partnership 
liquidates  in  a  bankruptcy 
shortly  afterward,  you 
wouldn't  incur  phantom 
income. 

Ochsenschlager,  who 
does  such  calculations  for  a 
living,  says  he  personally 
would  just  disclaim  the  in- 
heritance in  the  first 
place.  He  asks:  "Who  wants 
to  spend  an  extra  day  do- 
ing their  taxes  for  a  few 
bucks?"  -W.P.B.  Hi 
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INTRODUCING  THE  MOST  EXTRAORDINARY 
NEW  TIRE  YOU'VE  EVER  SEEN. 


AQUATRED.  ONLY  FROM  GOODYEAR. 


The  Aquatred 
\    Lontact  Patch"  the 
key  to  the  tire's 
performance. 


1  ECHNOLOGY  MAKES  IT  DIFFERENT. 
WET  TRACTION  MAKES  IT  SUPERIOR. 

There  has  never 
been  a  tire  quite  like 
Aquatred. 

It  is  an  all-season 
radial.  But  one  with  a 
major  difference. 

It's  designed  to  be 
nothing  less  than  the 
best  wet-weather 
radial  you  have  ever 
put  on  your  car. 

To  achieve  that 
breakthrough  goal 
took  some  new  thinking,  and  some  very 
new,  very  advanced  technology. 

The  result  is  Aquatred,  a  Goodyear 
exclusive.  And  a  visibly  different  tire. 

Aquatred  works.  In  a  way  that  you 
can  feel  and  appreciate.  In  stopping,  start- 
ing, cornering,  steering.  In  every  facet  of 
wet-weather  driving. 

Yet,  while  you  gain  so  much  from 
Aquatred  in  the  wet  you  sacrifice  abso- 
lutely nothing  in  the  dry. 

In  fact,  driving  on  the  new  Aquatred 
teels  no  different  than  driving  on  any 


other  top-quality  all-season  radial.  Until 
it  rains.  Then  you'll  know  the  difference. 

As  well  as  offer- 
ing you  outstanding 
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wet  traction,  Aquatred  also  offers  full  year- 
round  performance.  In  all  kinds  of  weather. 
And,  as  confirmation  of  its  quality, 
the  Goodyear  Aquatred  comes  with  a 
60,000  mile  tread-life  warranty. 

Best  news  of  all, 
Aquatred  is  available 
in  a  range  of  sizes. 

Including  sizes  to 
fit  the  ever-growing 
number  of  mini-vans. 
Your  Goodyear  retailer  has  all  the 
details.  Or,  for  a  free  brochure,  write 
The  Goodyear  Tire  ^ 
Rubber  Com 
pan  y,  P.  O  . 
Box  9197, 
Des  Moines, 
lA  50301- 
8999. 

Exclusive, 
new  all-season 

Goodyear  Aquatred.  Technology  makes  it 
ifferent.  Wet  traction  makes  it  superior. 


QOODfYEAR 

THE  BEST  TIRES  IN  THE  WORLD  HAVE  GOODYEAR  WRITTEN  ALL  OVER  THEM. 


•  The  deep  Aqua- 
Channel  eiHJCuates 
water,  which  gnvs 
superior  wet- 
weather  traction. 

•  A  new  chemical 
mgredient,  SIBR, 
contnhutes  to  wet- 
uvather  grip. 

•  Aquatred  is 
made  and  designed 
so  uvll,  it  comes 
with  a  60,000  mile 
tread  uurrant^•. 
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Warning  sign  of  a  market  top:  lots  of  new  issues. 
Further  warning  sign:  lots  of  downright  silly  new  issues. 

How  many  shaireholdeirs 
does  it  take  to 
screw  in  a  light  bulb.^ 


By  Fleming  Meeks 

Imagine  a  world  where 
bright  yellow  trucks, 
loaded  with  all  manner  of 
light  bulbs,  dash  between 
hair  salons  and  dry  clean- 
ing shops  and  liquor 
stores,  and  smiling,  well- 
trained  drivers  always 
stand  ready  to  replace  the 
peskiest  burned-out  bulb. 

This  is  the  world  of  Mr. 
Bulb,  a  Worcester,  Mass. 
franchiser  that  in  April 
raised  $2.9  million  selling 
shares  and  warrants  to  the 
public  on  the  Boston 
Stock  Exchange.  For  flog- 
ging this  dim  piece  of 
merchandise,  underwrit- 
ers Texas  Capital  Securi- 
ties and  J.W.  Barclay  & 
Co.  collected  $696,000 
of  the  proceeds  as  ex- 
penses, fees  and  commis- 
sions. Another  $452,000 
went  to  get  the  company's 
top  two  officers,  Alan 
Freidman  and  Stephen 
Norris,  off  the  hook  for  overdue  bills 
from  suppliers,  which  they  had  per- 
sonally guaranteed. 

What  does  it  matter  that  the  two- 
year-old  company  hasn't  sold  a  fran- 
chise in  over  a  year?  And  who  cares  if 
four  of  the  company's  six  franchisees 
can't  afltbrd  to  make  payments  on 
their  franchise  fees?  Mr.  Bulb  has 
another,  larger  line  of  work  to  preoc 
cupy  its  staff  of  nine.  It  sells  energy- 
efficient  commercial  lighting  systems. 
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These  deals  don't  require  a  lot  of 
salesmanship  because  utility'  ratepay- 
ers, not  the  customers,  have  to  pay. 

We  are  in  the  midst  of  a  bull  market, 
one  so  bullish  that  almost  any  compa- 
ny, no  matter  how  silly,  can  be  pack 
aged  and  sold  to  inxestors.  Thus,  Mr. 
Bulb's  units  (one  share  and  one  war- 
rant) have  climbed  from  the  offering 
price  of  $5  to  a  recent  IV-i. 

Comical?  This  offering  may  be  tell- 
ing you  something  dead  serious,  that 


the  market  is  overheated. 
If  the  silly  stocks  collapse, 
a  lot  of  good  but  expen- 
sive (say,  50  times  earn- 
ings) growth  stocks  could 
be  taken  down  with  them. 
That's  because  caution- 
to-the-\\inds  investing 
leads  otherwise  sensible 
people  to  overpay  for 
good  stocks,  just  as  it 
leads  dumbbells  to  buy 
garbage. 

Over  the  past  12 
months  there  have  been 
510  initial  public  offer- 
ings (including  some  pen- 
ny stocks),  a  ver\-  high 
number,  and  high  new  is- 
sue volumes  usually  indi- 
cate market  tops.  This 
crop  of  new  issues  in- 
cludes plent>-  that  give 
reason  to  question  the 
sanit>"  of  the  investing 
public. 

Take  Glacier  Water  Ser 
\nces.  Inc.,  an  Oceansidc, 
Calif -based  vending  machine  com- 
pany that  sells  tap  w  ater.  Glacier  Wa- 
ter operates  about  3,000  vending  ma- 
chines, mostly  outside  supermarkets 
and  mostly  in  California.  For  35  cents 
the  machines  spit  out  a  gallon  of 
w  ater,  not  from  .some  pristine  glacier, 
but  from  municipal  pi|^>es,  sia  a  series 
of  purificatii>n  de\ices.  A  handy  sche- 
matic diagram  is  included  in  even' 
prospectus. 

Glacier  Water  holds  no  patents  on 
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these  gizmos,  nor  does  it 
have  a  trademark  on  its 
name.  At  least  three  other 
companies  use  similar 
names,  including  one  that 
does  have  a  trademark. 

In  March  Sutro  &  Co. 
and  Loeb  Partners  sold 
2.3  million  of  Glacier  Wa- 
ter's 3.3  million  shares  to 
the  public  at  $11  each. 
One  million  of  those 
shares  represented  the  to- 
tal holding  of  the  compa- 
ny's founder,  Robert  G. 
Miller.  Miller  also  collect- 
ed $920,000  from  the 
company  as  part  of  the 
deal  and  had  $297,000  in 
loans  forgiven. 

American  Stock  Ex- 
change-listed Glacier  Wa- 
ter lost  $680,000  last  year 
on  revenues  of  $23.2  mil- 
lion. Its  shares  remain 
buoyant  at  a  recent  11%. 

Then  there's  Reposses- 
sion Auction  Inc.,  a  Flori- 
da firm  that  specializes  in  auctioning 
off  high- mileage  cars  and  trucks  that 
have  been  repossessed.  Foisted  on  the 
public  by  the  "phone  terrorists"  at 
notorious  Stratton  Oakmont  Inc. 
•(Forbes,  Oct.  14,  1991;  Apr.  27), 
Repo  appears  to  be  just  as 
sleazy  as  its  name  implies. 
The  company's  chief  ex- 
ecutive, Lloyd  Lyons,  was 
locked  up  for  30  days  in 
1979  for  rolling  back 
odometers;  and  at  the 
time  of  Repo's  offering 
last  December,  the  18- 
month-old  firm,  which 
began  peddling  cars  from 
its  Miami  auction  site 
without  troubling  to  get 
proper  zoning  permits, 
was  still  dickering  with 
Dade  County  officials. 

Still,  investors  bid  high 
for  this  clunker,  paying  $9 
million,  or  $6  a  unit  (one 
share  and  one  warrant), 
for  about  50%  of  the  com- 
pany's equity — 2  times 
trailing  12-month  reve- 
nues and  20  times  trailing 
earnings.  They  would 
have  been  better  off  heed- 
ing    Repo's     trademark, 
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"Make  Someone  Else's  Loss  Your 
Gain,"  by  shorting  the  units.  Recent 
price:  2Va  bid. 

Finally,  there's  the  illustrious  new 
issue  team  of  William  Pryor  and  Vic- 
tor Stewart.  This  pair  of  blind-pool 


artists  has  launched  21 
Nevada-registered  com- 
panies over  the  past  five 
years,  several  through  a 
New  York  Cit> -based  un- 
derwriter called  Grady 
and  Hatch  &  Co.  Their 
most  recent  offering, 
called  Happy  Mergers,  ar- 
rived last  September.  The 
offering  raised  $150,000 
for  the  shell  company, 
which  is  supposed  to  use 
the  proceeds  to  merge 
happily  with,  or  acquire, 
an  as  yet  unidentified 
business.  Insiders  put  up 
just  $3,900  for  61%  of  the 
equitN'. 

A  $150,000  kitty  isn't 
much  for  courting  a  part- 
ner. It's  even  less  after  you 
deduct  $49,500  in  under- 
writing fees  and  miscella- 
neous expenses  (includ- 
ing $15,000  in  legal  fees 
to  Stewart).  In  fact,  once 
you  deduct  the  projected 
salaries  and  expenses  for  keeping 
Happy  afloat  while  it  looks  for  a  deal, 
you're  left  with  just  $58,500  of  work- 
ing capital. 

The  pair  of  venture  capitalists  can  at 
least  claim  experience.  Under  the  ru- 
bric of  Merger  Inc., 
among  others,  Pr\'or  and 
Stewart  have  brought 
forth  blind  pools  with 
names  like  Big  Mergers, 
Bigger  Mergers,  Biggest 
Merger,  Mergers  Are  Us, 
Deals  Are  Us,  Deals  Are 
Good,  Enchanting  Merg- 
ers, Illustrious  Mergers 
and  Fabulous  Mergers. 
These  deals  have  produced 
a  panoply  of  mergers  with 
companies  in  the  real  es- 
tate, insurance,  health 
club,  flea  market  and  ro- 
botics industries.  Stewart 
insists  that  "at  least"  14  of 
the  companies  are  still  in 
business.  Maybe  so,  but  of 
the  12  still  filing  docu- 
ments with  the  SKc:,  7  sjxirt 
warnings  from  the  audi- 
tors about  their  abilit)'  to 
sumvc.  It's  getting  aw- 
fiilly  darned  frothy  out 
there.  ■§ 
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If  you  want  to  make  money  in  IPOs  here  are  two  solid 
pieces  of  advice:  Stick  with  the  largest  underwriters 
and  buy  in  the  slowest  years. 


New  issue 
roulette 


By  Warren  Midgett  and  Scott  DeCarlo 


THERE'S  no  denying  the  siren  song  of 
the  new  issues  market.  All  of  us  look 
back  and  wish  that  we  had  invested  in 
Microsoft  when  it  first  came  public  in 
early  1986.  A  $10,000  investment 
made  then  is  worth  $315,000  now. 

In  boom  years  like  1991-92  people 
lucky  enough  to  get  allotments  of  hot 
new  issues  can  often  turn  a  fast  profit. 
But  as  investments,  as  opposed  to  fast 
speculations,  initial  public  offerings 


don't  have  a  lot  to  recommend  them. 
The  harsh  reality  is  that  only  one  new 
issue  in  a  thousand  fares  as  well  as 
Microsoft.  Half  of  all  the  new  issues 
that  came  out  over  the  past  decade 
have  gone  down — in  a  very  bullish 
market.  Almost  two- thirds  of  them 
have  done  worse  than  the  stock  mar- 
ket as  a  whole. 

Forbes  tracked  down  2,444  com- 
panies that  went  public  since  the  be- 


ginning of  1 982 .  We  scored  a  stock  as 
100  if  its  performance  tracked  the 
market  from  issue  date  to  Apr.  30, 
1992.  More  precisely,  relative-to- 
market  performance  is  calculated  by 
dividing  the  ending  value  of  SI 00 
invested  in  a  new  issue  by  the  ending 
value  of  SI  invested  in  the  s&P  500. 
Thus,  110  means  that  a  buyer  ended 
up  10%  better  off  than  he  would  have 
been  if  he  had  bought  the  s&P  500 
index  on  the  same  date. 

There  were  some  big  winners — 
Microsoft,  US  HealthCare,  American 
Power  Conversion.  But  the  ston'  is 
told  in  the  averages.  The  average  rela- 
tive performance  score  for  the  past 
decade  of  initial  public  offerings:  a 
dismal  95. 

"I  don't  think  a  dealer  in  a  Vegas 
casino  is  equally  as  equipped  to  stack 
the  cards  against  you  as  the  manage- 
ment and  underwriter  of  an  IPO.  If  the 
odds  could  be  properly  calculated,  the 
game  would  be  declared  illegal,"  says 
G.  Kenneth  Heebner,  manager  of  the 
TNE  Growth  Fund.  Heebner  has 
steered  this  hind  onto  the  Forbes 
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The  key  to 
security 


The  key  lo  the  Tower  of  London  where  the  English  Crown  Jewels 
have  been  in  safekeeping  since  the  mid-l3th  century. 


When  it  comes  to  personal  wealth  and  the 
preservation  of  assets,  the  key  to  security  is  market 
knowledge.  And  the  ability  to  apply  it.  Anywhere, 
anytime,  every  business  day  in  markets  throughout 
the  worid. 

At  Swiss  Bank  Corporation,  providing  our 
clients  with  this  kind  of  knowledge  and  responsive- 
ness is  in  our  Swiss  tradition.  A  tradition  of  service 
excellence  based  on  more  than  100  years  of  experi- 
ence in  global  portfolio  management.  And  with 
offices  in  34  countries  woridwide,  we  stand  ready 
!    to  help  our  clients  access  promising  investment 
opportunities  around  the  worid.  From  New  York  to 
Tokyo— from  common  stock  to  uncommon  invest- 
ments in  futures,  options  and  commodities.  We  do 


it  all  with  a  commitment  to  excellence  in  personal 
service  backed  by  the  stability  and  resources  of  the 
15th  laiigest  bank  in  the  worid  ranked  by  equity. 
If  you're  an  investor  with  substantial  assets, 
and  would  like  to  know  more  about  how  Swiss  Bank 
Corporation  can  put  its  tradition  and  talent  to 
work  for  you,  call  for  our  Global  Investment  Pack- 
age. In  New  York  City,  call  Jane  N.  Abitanta,  (212) 
574-3374.  In  San  Francisco,  call  Diane  Spirandelli, 
(415)  774-3324.  In  Los  Angeles,  call  Raymond 
Simon,  (213)  625-1926. 

Swiss  Bank  Corporation 

rr/N7^  Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


New  York  •  Chicago  •  Houston  •  Los  Angeles  •  MKami 
Son  Froncisco  •  Toronto  •  Montreol  •  Vancouver 
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Get  'em 

when  they're  cold 

- 

Year 

Number 

of 
issues 

actual 

—Performance*— 

relto 

S&P  500 

relto 

Nasdaq 

1 

1982 

43 

207.6% 

118 

136      '^ 

1983 

443 

59.0 

75 

94 

1984 

165 

81.4 

86 

96 

1985 

189 

68.9 

88 

98 

1986 

464 

42.3 

89 

100 

1987 

344 

24.7 

95 

98 

1988 

123 

83.8 

121 

124 

1989 

116 

59.8 

128 

124 

1990 

112 

17.7 

98 

88 

1991 

266 

24.7 

114 

109 

1992* 

5371 

-2.5 

97 

105 

Average 

47.1 

95 

102 

*Through  Apr.  30 

tAnnualized. 

mutual  fund  honor  roll  for  seven  con- 
secutive years  by  investing  in  blue- 
chip  companies  with  strong  growth 
records.  The  only  recent  new  issue  in 
Heebner's  portfolio  is  Duracell  Inter- 
national. 

Our  scores,  moreover,  are  too  kind 
to  the  new  issues  business  in  two  ways. 
First,  we  assumed  that  any  buyer 
could  have  had  any  new  issue  at  the 
offering  price.  The  reality  is  other- 
wise. The  most  desirable  new  issues 
disappear  into  the  hands  of  the  un- 
derwriter's most  loyal  institutional 
customers,  and  the  general  public  is 
left  to  buy  shares  at  a  premium  in  the 
aftermarket  (Forbes,  May  25). 

Associate  Professor  Jay  Ritter  of  the 
University  of  Illinois  at  Urbana- 
Champaign  has  reduced  this  hot-is- 
sue phenomenon  to  numbers.  Ritter 


The  best  vintage 
for  new  issues  in 
the  past  decade 
was  1989,  a  very 
slow  year.  The 
worst  was  effer- 
vescent 1983, 
when  443  compa- 
nies went  public. 
It  won't  be 
surprising 
if  1992 
is  a  poor  year. 


studied  8,668  new  issues  from  1960 
to  1987  and  found  that  they  rose  an 
average  8.6%  in  the  first  day  of  trad- 
ing. (That's  with  low-priced  penny 
stocks  excluded;  include  them  and  the 
first-day  jump  is  considerably  higher.) 
In  short,  if  you  aren't  lucky  enough  to 
be  cut  in  at  the  offering  price,  you 
have  to  buy  in  the  aftermarket  and  pay 
8%  more. 

Second,  we  ignored  dividends, 
which  added  an  average  of  4  percent- 
age points  a  year  to  the  performance 
of  the  S&P  500  but  next  to  nothing  to 
new  issues. 

In  short,  our  latest  findings  rein- 
force what  Forbes  has  been  saying 
ever  since  it  created  the  new  issues 
database  (Dec.  2,  1985):  Initial  public 
offerings  tend  to  enrich  insiders  and 
underwriters  much  more  than  thev 


enrich  the  t)pical  brokerage  customer. 

But  our  research  turns  up  a  few 
ways  to  improve  your  odds  a  bit.  One 
lesson  is  that  the  biggest  underwriters 
do  better  than  the  smallest.  (The  lat- 
ter group  includes  self-underwTit- 
ers — companies  that  sell  shares  with- 
out the  help  of  a  Wall  Street  firm.) 
The  table  below  shows  the  average 
scores  for  the  ten  biggest  lead  under- 
writers. The  961  new  issues  whose 
lead  manager  was  among  these  ten 
firms  have  an  average  relative  perfor- 
mance score  of  101 . 

What  about  the  1,483  stocks  that 
were  not  underwritten  by  one  of  the 
top  ten  brokerage  houses?  This  group 
rang  up  an  average  relative  perfor- 
mance of  only  90.  Within  this  smaller- 
underwriter  group,  some  well-known 
second-tier  firms  really  bombed. 
Over  the  past  decade  Advest,  a  re- 
gional brokerage  based  in  Hartford, 
took  to  market  25  issues  that  deliv- 
ered a  sorr\ -looking  score  of  62.  The 
59  issues  underwritten  by  L.F.  Roth- 
schild (now  defiinct)  have  a  relative 
performance  of  67. 

So  if  you  want  to  play  the  new  issue 
game,  start  your  hunt  with  the  larger 
sponsors,  especially  the  ones  with  the 
best  records.  Goldman,  Sachs  is  cred- 
ited with  taking  more  than  S 1 0  billion 
worth  of  stock  to  market,  and  it  also 
shows  the  best  score,  133,  of  the 
biggest  investment  bankers.  Among 
its  winners:  Microsoft,  Tyco  Toys  and 
Legent. 

Next,  there  is  a  clear  correlation 
between  scarcity'  and  value.  The  three 
years  with  the  best  crops  of  new  is- 
sues—1988,  1989  and  1982— were 
all  years  w hen  the  deals  were  coming 


The  biggest  underwriters 

41 

•A 

^B 

Underwriter                                  Numt)er 

%  of  issues 

that 

Average  perfo 

rmance 

Total 

of 

went 

beat  the 

actual 

relto 

offer  val 

issues 

up 

market 

S8.P500 

($mil) 

Goldman  Sachs                               100 

66% 

50% 

102% 

133 

$10,399 

Merrill  Lynch                                    152 

49 

36 

55 

97 

8.592 

Morgan  Stanley                                  86 

62       - 

47 

55 

109 

5.611 

First  Boston                                       66 

62 

45 

30 

99 

4,567 

Shearson  Lehman  Brothers                  70 

53 

41 

60 

104 

4.305 

Salomon  Brothers                               55 

65 

38 

42 

87 

4,099 

Drexel  Burnham  Lambert*                  113 

48 

30 

51 

93 

3,643 

Alex  Brown  &  Sons                              140 

59 

46 

58 

111 

3,451 

Kidder  Peabody                                  91 

41 

32 

30 

86 

2.773 

PaineWebber                                     88 

45 

31 

46 

94 

2.621 

'Bankrupt. 

Some  underwrit- 
ers price  their 
deals  low 
enough  to  give 
th«  investor 
a  fighting 
chance; 
others  do  not. 
To  improve  your 
odds,  buy  from 
underwriters 
with  the  best 
performance 
relative  to 
the  marfiet. 
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We  stand  ready. 
We  have  for  128 


DIFFERENCE  50%  OF  THE 
FORTUNE  500  HAVE  CHOSEN. 


LL 


years. 

With  assets  that  ha\'e  ' 

reached  over  $50  billion-. 
And  with  the  real  Travelers 
difference . . .  33,000  employees 
dedicated  to  customer 
satisfaction.  ' 

This  is  how  we  make  a  real  differ- 
ence for  vou. 

By  identif)'ing  ways  of  preventing 
losses  and  controlling  insurance  costs. 

By  ensuring  the  health  of  your  work  force 
with  one  of  America's  largest  managed  care 
networks. 

By  providing  you  with  a  full  portfolio  of 
pension  investment  options  and  flexible 
record-keeping  services. 

By  making  sure  that  those  who  carry  The 
Travelers  for  their  business  insurance  needs 
do  so  with  confidence. 

That's  The  Travelers  Wav. 


TheTtavelersj 

,  You're  better  off  under  the  Umbrella. 


C  1992  The  Trawim  Companies.  Hartford.  CT  06183. 
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The  top-performing  new  issues 

Company/business 

-PrirA 

Offer 

value 

Offer 
date 

Underwriter 

offer^ 

recent^ 

gam 

actual 

relto 

(mil) 

S&P  5003 

US  HealthCare/health  care  services 

$1.17 

$49.50 

$20 

2/11/83 

4,131% 

1,505 

Merrill  Lynch 

Microsoft/computer  software 

3.50 

110.25 

59 

3/14/86 

3,049 

1,795 

Goldman  Sachs 

Atlantic  Southeast  Air/airline 

1.08 

31.75 

5 

12/28/82 

2,829 

999 

Robinson-Humphrey 

Amer  Power  Conv/back-up  batteries 

1.00 

28.25 

6 

7/29/88 

2,725 

1,852 

Josephthal 

Washington  Federal  S&L/thrift 

1.06 

26.38 

11 

1/17/83 

2,398 

886 

EF  Hutton* 

King  World  Productions/entertainment 

1.11 

25.38 

13 

12/7/84 

2,184 

893 

PaineWebber 

Conseco/insurance 

1.75 

33.00 

7 

11/15/85 

1,786 

900 

Laidlaw  Adams  &  Peck 

Amgen/biotechnology 

3.00 

56.00 

42 

6/30/83 

1,766 

756 

Smith  Barney 

Surgical  Care  Affiliates/health  care  svcs 

1.99 

32.25 

14 

1/18/84 

1,520 

654 

LadenburgThalmann 

Adobe  Systems/computer  software 

2.75 

44.25 

6 

8/15/86 

1,509 

958 

Hambrecht  &  Quist 

The  worst-performing  new  issues 


Company/business 


Tigera  Groups/computer  software 

Worlds  Of  Wonder«/toys 

CrossLand  Savings/thrifts 

Goldome/thrifts 

Victor  Technologies/computer  equipment 

lnovision%ntertainment 
General  Homes%uilding 
Priam^/computer  equipment 
Elxsi^°/financial  services 
AmeriFirst  Bank/thrifts 

'Per  common  share  adjusted  for  splits.  ^Asof  Apr.30.  'Endingvalue  of  $100  invested  in  the  stock  divided  by  $1  invested  in  the  S&P  500.  •'Nowpartof 
Shearson  Lehman  Brothers.  ^Formerly  Fortune  Systems.  ^Bankrupt.  'Most  recent  quote  available.  'Now  defunct.  'Formerly  Vestron.  '"Formerly 
Trilogy  Ltd.     Sources-.  Security  Data  Co.;  Wilshire  Associates;  Forbes. 


offer^ 

■Price 

recent^ 

Offer 
value 
{$mil) 

Offer 
date 

Underwriter 

$22.00 

$0.25 

$110 

3/31/83 

First  Boston 

18.00 

0.00 

108 

6/20/86 

Smith  Barney 

9.00 

0.02 

100 

10/25/85 

Salomon  Brothers 

7.00 

0.00 

98 

8/11/87 

Merrill  Lynch 

280.00 

0.38^ 

79 

3/31/83 

LP  Rothschild' 

13.00 

0.01 

70 

10/1 1/85 

Merrill  Lynch 

19.00 

0.00 

67 

6/30/83 

Shearson  Lehman 

17.00 

0.03' 

65 

6/21/83 

Hambrecht  &  Quist 

12.00 

0.22 

60 

11/10/83 

Merrill  Lynch 

8.00 

0.00 

57 

11/7/86 

PaineWebber 

One  of  the 
biggest  inKial 
public  offerings 
of  the  decade, 
the  $59  million 
Microsoft  deal 
was  a  bonanza 
for  investors.  But 
plenty  of  other 
offerings  bombed. 
The  largest  of 
them  are  shown 
at  left. 
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out  at  a  rate  of  less  than  three  per 
week.  Busy  years  hke  1983  and  1986, 
in  contrast,  tended  to  be  very  bad  for 
investors. 

It  stands  to  reason.  When  the  mar- 
ket is  high  and  the  demand  for  new 
issues  is  insatiable,  underwriters  reach 
down  into  the  bottom  of  the  barrel 
for  material,  and  they  price  it  richly. 
But  when  no  one  wants  to  buy  stocks, 
the  dealmakers  offer  only  their  best 
candidates,  and  offer  them  at  attrac- 
tive prices. 

It's  a  little  early  to  see  how  well  the 
class  of  1992  will  fare,  but  the  dizzy- 
ing volume  at  which  new  issues  are 
coming  to  market  these  days  is  surely 
a  bad  sign.  This  year,  through  Apr. 
30,  there  were  179  new  issues,  raising 
nearly  $10  billion  in  capital.  Annual- 
ize these  numbers  and  you  arc  look- 
ing at  record  highs:  537  issues  raising 
$30  billion.  In  contrast,  from  1988 


through  1990  only  351  new  issues 
were  taken  to  market  and  $12.6  bil- 
lion was  raised. 

Biotechnology'  stocks  have  been 
particularly  hot.  This  sector  accounts 
for  15%  of  the  number  of  issues  that 
came  public  in  1991  and  19%  of  the 
new  offerings  through  April  of  this 
year.  But,  following  a  sharp  setback  in 
April,  almost  90%  of  the  biotechnolo- 
g)'  stocks  offered  this  year  ha\c  shown 
negative  performances  since  they 
came  out,  according  to  Securities 
Data  Co.  Warns  Evan  Sturza,  oi'Stur- 
za  's  Medical  Invcstyncnt  Letter:  "May- 
be a  lesson  was  learned  that  you 
shouldn't  buy  iros.  There  have  been 
too  many  biotech  iros  in  the  last  two 
years — about  200 — and  there  may  be 
no  more  than  20  that  eventually 
succeed." 

If  you  are  still  keen  on  investing  in 
new  issues,  wait  for  a  slack  year  and 


stick  to  issues  from  large  underwrit- 
ers. And  look  at  the  fundamentals. 
Calculate  how  the  prospect  is  priced 
relative  to  its  sales  and  earnings,  and 
make  comparative  calculations  for 
other  firms  in  its  industn*-. 

Somebody  out  there  isn't  doing  the 
arithmetic.  Wntritex  Inc.,  a  manufac- 
turer of  implantable  heart  defibrilla- 
tors, was  ottered  on  Ian.  22,  at  18,  in 
an  $84  million  deal  undenxritten  by 
Robertson,  Stephens.  At  its  current 
price  of  19y4,  \'cntritex  has  an  astro- 
nomical price/sales  ratio  of  44. 

C^ur  suncy  co\ered  all  new  issues 
bersveen  Ian.  I,  1982  and  Apr.  30, 
1992  except  foreign  stixks,  blind 
pools,  limited  partnerships,  closed- 
end  funds,  real  estate  investment 
trusts  and,  as  explained  Ivfore,  penny 
stocks.  lo  avt)id  double  counting,  wc 
credited  only  a  single  lead  undcrxsTit- 
cr  for  each  new  issue.  (■ 
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omfort  Defined. 


Defined  Tunas  are  unit  investment  trusts  that  can  help  define  comfort. 
EfSpeciaUy  if  your  definition  includes  money  and  the  time  to  enjoy  it.   These  are 

diversified  portfolios  oj  stocks  or  bonds.    You  know  what  you're  investing  in 

oefore  you  buy.  And  you  can  get  started  Jor  about  "^1,000.  AsJt  your  financial 

professional  for  more  information,  (^all  1-800-^22-gooi,  ext.  368. 


Merrill  Lynch 


Shearson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  PaineWebber 

\  free  prospectus  contamin^  more  complete  information  on  any  Defined.Funi  including  all  charges  and  expenses,  is  available.  Read  the  prospectus  carefulh  before  investing 
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Here's  a  new  sci-fi  investment  tool  that  makes  spotting 
and  tracking  securities  quicker,  easier  and  more  fun. 

Cybeirspace 
meets  Wall  Street 


By  William  G.  Flanagan 

The  3-D  universe  of  virtual  reality — 
the  computer  technology  that  creates 
artificial  worlds  in  which  to  work  and 
play — is  coming  to  Wall  Street. 

Picture  this.  You  are  sitting  at  your 
computer  screen,  looking  down  at  a 
football  field,  as  if  you're  sitting  in  the 
press  box.  But  you  are  not  stuck  there. 
With  your  Spaceball  control  you  can 


fly  into  the  screen — cyberspace — and 
swoop  over,  down  to,  and  even 
through  the  field  below. 

But  the  gridiron  below  has  no  play- 
ers. Instead,  it  is  marked  off^  into 
rectangles.  One  side  of  the  grid  lists 
industry^  groups — financials,  utilities, 
automotive,  electricals,  paper  and 
pulp,  and  so  on.  The  other  sideline 


indicates  various  stock  exchanges — 
Tokyo,  Hong  Kong,  Singapore, 
Thailand  and  so  on.  So  Tokyo/fi- 
nancials  is  one  rectangle,  and  Hong 
Kong/utilities  another. 

In  each  rectangle  there  are  small, 
differendy  colored  chips,  some  of 
which  are  spinning  and  blinking. 
Each  chip  represents  a  stock  in  a 
particular  industry'  group,  on  a  partic- 
ular exchange,  on  a  particular  day. 
Let's  take  Apr.  8,  1992,  a  ver\\  very 
bad  day  for  the  Pacific  markets;  Tokyo 
crashed  3.5%  that  day. 

Amid  the  sea  of  red  chips  spread  out 
on  the  grid  below,  there's  one  espe- 
cially bright  one,  blinking  near  the 
goal  line.  And  over  here,  near  the  out- 
of-bounds  marker  about  midfield,  is  a 
bright  blue  chip  that  is  spinning.  All 
over  the  field  are  hundreds  of  other 
red,  blue,  brown  and  gray  chips. 

The  colors  tell  you  something. 
Red,  for  instance,  means  the  stock  is 
down  fi-om  the  dav  before;  blue,  that 
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the  stock  is  up;  gray,  only  marginally 
changed.  On  this  Apr.  8,  the  screen 
looks  like  a  field  of  poppies.  The 
movement,  if  any,  tells  you  some- 
thing, too.  If  the  chip  is  spinning,  it 
has  very  attractive  fiindamentals,  such 
as  a  lower  price/book  or  price/earn- 
ings than  other  stocks  in  its  industry'. 
If  it  is  blinking,  attractive  arbitrage 
possibilities  have  cropped  up  in  the 
securit>''s  options  or  warrants. 

Relative  position  of  the  chips  is 
important,  too.  How  far  below  or 
above  the  surface  of  the  playing  field 
tells  you  how  far  down,  or  up,  that 
stock  is  trading  relative  to  other  chips. 

Say  you  want  to  investigate  further. 
Using  the  Spaceball,  a  sort  of  3-D 
mouse,  you  leave  your  eagle's  perch, 
swoop  down  from  the  press  box  and 
tly  through  cyberspace,  onto  and  un- 
derneath the  grid  below.  The  chips 
are  closer  and  much  larger  in  size, 
now,  as  you  narrow  your  field.  You 
pick  that  red,  blinking  chip  in  the 


Tokyo/financials  rectangle.  From  be- 
neath the  grid  you  can  see  that  this 
chip  is  down  more  than  any  other  in 
its  sector. 

A  click  of  the  mouse  makes  your 
computer  switch  gears  to  convention- 
al characters.  The  screen  tells  you  the 
name  of  the  stock  and  supplies  you 
with  particulars.  The  red  chip  is  Ashi- 
kaga  Bank,  which  has  dropped  an 
astonishing  15%  in  a  single  day. 

What's  going  on  here.^  Computer 
graphics — in  this  case  3-D  graphics — 
are  being  used  to  give  you  an  animat- 
ed picture  of  more  data  than  you 
could  ever  absorb  from  a  spreadsheet. 

The  above  example  is  not  an  experi- 
ment; it  is  now  in  place  at  tiaa  crkf, 
the  $106  billion  college  teachers' 
pension  fund.  Money  managers  there 
use  the  system,  called  Capri,  to  track 
Pacific  Rim  stocks  and  markets,  al- 
though other  stocks  and  markets 
could  also  be  tracked  in  the  same  way. 
In  fact,  Capri  can  be  designed  for  any 


portfolio.  And  if  you  don't  like  the 
metaphor  of  a  grid  with  colored,  spin- 
ning, blinking  chips,  you  can  design 
another  one. 

This  new  world  of  data  visualiza- 
tion is  not  yet  available  to  the  small 
investor.  But,  thanks  to  the  rapidly 
shrinking  prices  of  hardware,  the  day 
when  it  will  be  available  is  not  far  off. 
Capri  runs  on  a  50-mcgahertz  486 
computer.  That's  a  lot  of  horsepower 
by  today's  desktop  standards,  but  it 
will  be  garden-variet)'  within  a  few 
years.  In  the  meantime,  the  individual 
investor  has  access  to  a  variety  of 
trading  programs  that  use  3-D  visual- 
ization and  other  graphics  techniques 
(see  box,  p.  168).  The  concept  here  is 
the  same  as  with  Capri:  to  capitalize 
on  the  fact  that  the  brain  is  much 
better  equipped  to  grasp  data  present- 
ed visually  than  data  presented  as 
numbers  and  text. 

The  Capri  system  is  the  brainchild 
of  Paul  Marshall,  29,  executive  direc- 
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Pacific  Rim  stocks 
in  virtual  reality 
Each  chip  is  a 
«tocl(,  which  you 
can  home  in  on 
and  identify. 
This  red  loser  is 
Ashikaga  Banit, 
Apr.  8, 1992. 
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THERE'S  BEEN  A  LOT 
OF  TALK  about  the 
environment  lately.  But 
out  on  Chesapeake  Bay, 
sailing  around  on  a  vintage 
skipjack,  a  group  of  school  kids 
are  learning  that  when  it  comes  to 
the  environment,  actions  speak 
louder  than  words. 

Myrtha  Allen,  Environmental 
Sciences  teacher  at  P. S.  405, 
;  Baltimore,  explains,  "Most  of  my 
•;  kids  are  city  born  and  bred.  They 
live  in  apartments,  they  get  their 
milk  in  cartons,  their  eggs  in 
those  styrofoam  containers.  They 
were  about  as  interested  in  the 
environment    as     thev    are     in 


"IT   WAS   THE   FIRST   FISH 

Jawan      nad      seen      that 
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homework."  She  smiles  ai  a  nearby  eight- 
year-old.  "And  who  can  blame  them?  Some  of 
them,  like  Jawan  here,  had  never  even  seen  a 
live  fish  before." 

That's  where  the  Chesapeake  Bay  Foundation 
stepped  in.  Since  1966,  when  it  started  in 
Annapolis,  Maryland,  with  a  rented  fishing 
trawler  and  little  else,  the  Foundation  has  taken 
more  than  300,000  students  out  into  the 
Bay  to  experience  the  environment  first  hand. 
.\nd  at  the  same  time  making  them  aware  of  how 
important  their  contribution  is  to  the  future 
of  the  planet. 

Myrtha  puts  it  simply.  "To  get  these  kids 
wanting  to  clean  up  the  world,  we've  got  to  get 
their  hands  dirty." 

.\nd  they  do.  They  get  very  dirty. 

"Oh  yeah,"  chuckles  Myrtha,  "we  do  it  all. 
Once  we  threw  a  net  in  just  to  see  what  we'd  get. 
When  we  pulled  it  up.  sure  enough  there  were 
the  milk  cartons,  the  soda  cans,  the  egg 
containers.  And  flapping  around  in  the  middle  of 
it  all  was  this  big,  cranky  striped  bass.  You 
shouldve  seen  their  faces. 


support  we  give  to  the  Foundation  more  kids 
like  Jawan  will  be  able  to  experience  our  fragile 
environment  first  hand.  And  hopefully  start 
playing  an  active  part  in  preserving  it. 

Is  the  program  working?  "These  kids  are 
organizing   neighborhood    recycling   drives. 


they're  writing  letters  to  Senators.  Take  a  look  at 
these  posters  some  of  my  students  have  been 
doing." 

The  classroom  walls  are  alive  with  crayon  and 
pencil.  Bright  orange  crabs.  Smiling  oysters. 
Families  of  ducks. 

-\nd  one  poster  that  stops  everyone.  It's  of  a 
smiling  httle  bov  holding  hands  with  a  big  striped 
bass.  .\nd  boldlv  scrawled  above  both  their  heads 


"We  took  20  little  consumers  out  on  a  boat  is  one  word:  "Brothers". 


that   day.    We   came   back    with    20   budding 
environmentalists." 

At  Toyota,  we're  proud  that  through  the 


.And  it's  signed  by  Jawan.  Age  eight. 
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INVESTING  IN  THE  INDIVIDUAL 
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Maxus  Systems' 

Paul  Marshall 

Using 

Spaceballs 

to  track  stocks 

through 

cyberspace. 


tor  of  Maxus  Systems  International,  a 
New  York-based  financial  consultant. 
Marshall  discovered  the  power  of 
graphics  in  an  early  tiaa-cref  assign- 
ment to  help  traders  sort  through 
Japanese  warrants  and  convertibles. 
These  derivatives  can  be  valuable 
hedging  tools  to  pension  fiind  man- 
agers, but  to  handle  them  the  trader 
needs  to  juggle  live  price  data  coming 
against  convertibility  formulas  and  as- 
sumptions about  volatilit}^  for  each 
security. 

Instead  of  seeing  rows  of  numbers, 


money  managers  using  an  early  ver- 
sion of  Capri  got  to  see  colored 
graphical  displays  for  each  security. 
They  looked  like  aerial  photos  of  allu- 
vial flows,  but  to  the  practiced  eye 
they  delivered  a  lot  of  critical  informa- 
tion in  a  trice. 

Marshall  then  wanted  to  pack  even 
more  information  onto  the  pictures 
on  his  computer  screen,  and  to  allow 
managers  to  fiddle  around  with  that 
information.  Enter  a  gritt\'  science 
fiction  novel  called  Neuromancer,  bv 
William  Gibson.  This  1984  diriller 


introduced  millions,  including  Mar- 
shall, to  the  then  arcane  world  of 
virtual  reality.  Bells  went  off.  Gibson's 
computer-generated  o'berspace  pro- 
vided all  the  3-D  elbow  room  Mar- 
shall needed  to  graphically  display  the 
data  he  wanted.  And  what's  more,  it 
created  an  artificial  world  that  could 
be  cruised  through  and  manipulated 
by  money  managers. 

Late  last  year  Marshall  went  to 
Sausahto,  Calif,  to  visit  Sens8  Corp.,  a 
young  software  company  that  makes 
and  markets  WordToolKit — a  library 
of  C  language  routines  that  program- 
mers use  to  create  customized  virtual 
realit}'  environments.  After  a  few 
months  of  sweating,  and  with  the  help 
of  the  folks  at  SensS,  Marshall  had  the 
Capri  virtual  realit)'  system  up  and 
running. 

How  effective  is  it?  Like  any  tool, 
only  as  good  as  the  skills  of  its  opera- 
tor. But  in  the  right  hands  it  gives  a 
good  money  manager  an  edge  in  in- 
terpreting and  manipulating  invest- 
ment information.  Marshall  is  now 
exploring  ways  to  market  the  system 
elsewhere  on  Wall  Street. 

He's  got  to  work  quickly.  A  tech- 
nological edge  in  investing  doesn't 
last  very  long  these  days.  ^ 


Visual  investing 

It  will  be  a  while  before 
virtual  reality  reaches  the 
ordinary'  investor's  per- 
sonal computer.  But  al- 
ready there  are  off-the- 
shelf  programs  that  use 
graphics  and  color  to  give 
the  investor  a  lot  of  infor- 
mation at  a  glance.  Here 
are  three  hot  items — all 
are  aimed  at  technical 
traders. 

AIQ  TradingExpert, 
from  AIQ  in  Incline  Village, 
Nev.,  is  a  dandy  program 
for  the  trader  with  a  hefty 
portfolio — and  it's  priced 
to  match,  at  $1,000  list. 
Like  low-end  computer 
investment  programs  (sec 
following!  story),  it  charts 
whatever  companies  are  in 
your  portfolio.  It  in- 
cludes an  assortment  of 
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built-in  technical  indica- 
tors that  tell  you  about  rela- 
tive strength,  volume 
trends  and  other  favorites 
of  chart- watchers. 

AIQ  allows  you  to 
course  through  past  charts 
and  back- test  new  hy- 
potheses. The  charts  use 
color  to  indicate  strength 
and  weakness  of  securities. 

Mesa  Co.  in  Goleta, 
Calif  has  a  program  called 
3D.  The  program  charts 
five  fairly  arcane  indicators 
called  stochastics,  relative 
strength,  moving  average 
conxergence  aiul  diver- 
gence, double  moving  av- 
erage and  parabolic  stop 
and  reverse. 

The  three-dimensional 
chart  looks  like  a  glacier 
with  humps  and  mounds, 
coming  right  at  you.  It  tells 
the  experienced  eye 


something  sheer  numbers 
won't.  A  smooth  patch  in 
the  glacier,  for  example, 
means  that  the  particular 
indicator  you  are  looking 
at — say,  a  moving  aver- 
age— has  little  sensitivity  to 
big  variations  in  the  mar- 
ket. The  program  also  helps 
the  technical  analyst  cre- 
ate and  fine-tune  his  theo- 
ries. Price:  $199. 

From  Traders  Insight, 
in  Huntington,  N.Y., 
comes  Auto  Candle.  It 
uses  so-called  Japanese  can- 
dlestick patterns  to  chart 
stock  and  commodities 
movements.  C\\ndlc 
charting  began  200  years 
agt)  in  the  lapanese  rice 
markets.  At  a  glance,  it  tells 
you  five  things  about  the 
daily  moxement  of  a  sttKk 
or  commodity.  I'he  Ixnly 
of  the  candle  represents  the 


open  and  close  for  the 
day.  The  candle  has  wicks  at 
both  ends,  w  hich  give  the 
high  and  low  for  the  day.  If 
the  security"  closed  higher 
than  it  opened,  the  body  of 
the  candle  is  left  blank;  if 
it  closed  low  er,  the  body  is 
in  color.  If  you  string  a 
bunch  of  these  candles  to- 
gether, ccnain  trading 
patterns  emerge.  Auto- 
Candle  spots  these  pat- 
terns for  you.  Price:  $195. 
Technic.il  analysis  is  an 
cxcult  science  that  pays 
more  attention  to  past 
price  changes  in  a  stcKk 
than  to  its  present  value. 
It's  hard  to  get  rich  being 
technician,  but  if  you 
want  to  in. ,  you  might  as 
well  have  the  best  equip- 
ment. Put  away  \our  pen- 
cils and  graph  pajxT. 
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TAX-FREE      FUNDS 


Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  tax-free 
funds,  including  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send 
money. 

I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


Daytime  Phone 


FOB92 
1217 


Franklin     Distributors,   Inc. 

Memlwr  $58  Billion  Franklin  Group  of  Fnnd.s*  777  Mariners  Island  Blvd..  San  Mateo.  CA  94404-1585 

f  For  investors  subject  to  federal  or  state  alternative  mininuim  tiu.  a  small  portion  nf  ilu-  income  may  Ix"  subject  to  such  tax. 
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You're  still  not  using  a  personal  computer  to  help  with 
your  investments?  Then  you  probably  don't  have  as 
much  control  over  your  finances  as  you  should  have. 

Desktop  finance 


By  Steve  Kichen 

The  first  people  to  buy  personal 
computers  as  financial  tools  for  the 
home  were  probably  a  little  disap- 
pointed. They  found  out  they  didn't 
really  need  to  crank  up  a  spreadsheet 
to  budget  their  spending  or  inventory 
their  investment  portfolio.  A  sheet  of 
paper  worked  almost  as  well.  Com- 
puters weren't  even  a  lot  of  help  with 
their  taxes. 

The  first  tax  preparation  software 
packages  were  a  headache  to  use 
(Forces,  Mar.  20,  1989).  Early  parti- 
sans of  bill  paying  by  computer  were 
also  disillusioned:  Several  bank-at- 
home  projects  flopped  commercially. 
Securities  trading  by  computer  got  ofi^ 
to  a  slow  start,  too. 

But  times  have  changed.  If  you 
haven't  yet  put  a  PC  to  work  on  your 
finances  or  have  and  were  disillu- 
sioned, look  again. 

There  are  excellent  and  user- 
friendly  programs  for  five  basic  tasks: 
check  writing,  family  budgeting,  se- 
curities valuation,  securities  trading 
and  tax  return  preparation.  By  itself, 
any  one  task  may  scarcely  justify  com- 
puterizing your  life.  The  payoff  in 
convenience  and  time  saving  comes 
when  you  integrate  two  or  more  tasks. 
How  does  this  work.'  You  can,  for 
example,  so  arrange  things  that  when 


you  write  a  check  for  your  favorite 
charity  it  is  remembered  by  your  tax 
program.  The  program  writers  have 
already  come  a  long  way  in  this  kind  of 
integration.  Within  the  next  few 
years,  as  more  of  the  economy  be- 
comes attuned  to  the  electronic  trans- 
fer of  data  and  fiands,  the  integration 
will  go  a  lot  fijrther.  And  for  those 
willing  to  make  the  minimal  effort 
needed  to  master  the  systems,  the 
gains  can  be  large  and  satisfying. 

Among  the  basic  personal  finance 
packages,  the  biggest  seller,  with  3 
million  copies  in  print,  is  Quicken 
($70  list  from  Intuit,  Inc.).  Two  other 
excellent  options  are  MoneyCounts 
($50  from  Parsons  Technology')  and 
Managing  Your  Money  ($80  from 
Meca  Software).  All  three  allow  you 
to  draw  up  checks  on  a  computer 
screen,  slot  the  expenditures  into 
budget  categories  and  track  invest- 
ments and  net  worth. 

In  varying  degrees  these  programs 
can  interact  with  other  programs  that 
download  current  data  on  securities 
prices,  trade  securities  (see  box,  p.  173) 
or  compute  your  taxes. 

Suppose  you  have  signed  up  for  an 
automatic  purchase  program  that 
takes  $200  a  month  out  of  \'our 
checking  account  and  invests  in  the 


Nicholas  Fund.  This  is  a  good  wav  to 
save  in  a  disciplined  fashion,  but  it  can 
create  a  headache  at  tax  time.  You  get 
a  different  number  of  new  shares  each 
month,  depending  upon  the  net  asset 
value  of  the  fund  on  the  purchase 
date.  When  it  comes  time  to  cash  in, 
computing  your  cost  basis  on  dozens 
of  different  purchases  can  be  a  terrible 
headache.  Quicken  helps  out  by  cal- 
culating an  average  cost  per  share  for 
the  whole  Nicholas  position.  This  av- 
erage cost  is  used  in  one  of  several 
Internal  Revenue  Ser\ice-sanctioned 
methods  for  calculating  your  taxable 
gain  after  a  withdrawal. 

Quicken  starts  by  assuming  that  the 
net  asset  \'alue  for  your  latest  purchase 
is  the  same  as  it  was  on  >'our  last 
monthly  statement  from  the  fund. 
This  number  is  duly  flagged  as  an 
estimate.  AftT  the  transaction  state- 
ment comes  in  ft^om  the  Nicholas 
Fund,  you  t)pe  in  the  exact  value  per 
share  and  the  program  adjusts  your 
tax  basis. 

Many  suppliers  promise  to  be  able 
to  accept  electronic  updates  of  stock, 
fijnd  and  bond  prices  fi-om  such  on- 
line data  services  as  Prodig\'  and  Com- 
puSerx'e,  so  that  you  don't  have  to 
look  up  and  enter  the  numbers  your- 
self. In  the  meantime,  some  of  these 
programs,  such  as  Quicken,  can  im- 
port your  price  updates  and  feed  them 
into  your  personal  finance  soft%vare. 

The  check  writing  feature  of  pro- 
grams like  Quicken  can  be  a  big  time 
saver  for  people  with  repeat  bills.  The 
program  remembers  your  $37.95 
check  to  the  cable  company,  so  the 
next  month's  payment  can  be  made 
by  simply  entering  the  first  few  letters 
of  the  firm's  name  plus  another  key. 
You  have  the  option  of  handwriting 
the  checks,  printing  them  out  \nth 


LEFT: 

Intuit's  Quicken 
for  Windows 
RIGHT: 

M-USA  Business 
Systems'  CashBiz 
You  provide 
the  money 
and  they'll 
provide 
the  checks. 
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LEFT 

Instant  Accounting 
by  Dae  Easy 

RIGHT: 

Managing  Your 
Money  by  Meca 
They  can  run 
your  life  and  your 
home  office. 


!i 


your  printer  or  feeding  the  informa- 
tion through  a  telephone  line  into  a 
bill-paying  service  such  as  C^heckFree. 
CheckFree  in  turn  either  pays  the 
money  electronically  (if  the  recipient 
accepts  electronic  payments)  or  mails 
out  a  printed  check. 

CheckFree  charges  $10  a  month 
for  the  first  20  bills  and  S3. 50  for 
every  additional  10  bills.  Prodig}',  the 
IBM-Sears  on-line  database  of  news, 
investment  information,  games  and 
home  shopping,  offers  a  competing 
service  called  Bill  Pay  USA.  It  provides 
a  few  more  checks  for  roughly  the 
same  price.  Banks  are  also  getting  into 


this  business. 

A  good  check  writer  recognizes 
transfers  from  one  bank  account  to 
another,  helps  you  balance  your  bank 
statement,  flashes  a  reminder  a  few 
days  before  a  bill  is  due,  and  makes  it 
easy  to  correct  omissions — no  weari- 
some going  back  and  recalculating 
ever\'  single  check  and  balance  your- 
self MoneyCounts'  publisher  says  the 
software  can  even  spot  common  er- 
rors such  as  transposed  figures  or 
deposits  entered  as  checks. 

Windows-compatible  versions  of 
personal  finance  packages  are  now 
ver\'  common.  But  don't  buv  Win- 


dows unless  you  have  the  horsepower 
to  handle  it  (a  microprocessor  at  least 
as  fast  as  an  Intel  80386SX  and  two  or 
more  megabytes  of  random  access 
memory). 

These  finance  programs  can  keep 
track  of  all  the  elements  of  your  finan- 
cial picture.  You  can  use  a  finance 
program  to  calculate  how  much  im- 
provements have  added  to  the  pur- 
chase cost  of  your  house,  what  bal- 
ance remains  on  your  mortgage  and 
how  much  equit)'  you  have  in  the 
house.  If  you  rent  out  an  apartment,  it 
will  keep  track  of  rental  income  and 
expenses. 


WEIS 
IN  THE  MONEY. 


A  reassuring  word  to  anybody 

who's  buying 
business  insurance  these  days. 


The  Home  Insurance  Company's  capital  was  recently  increased  by 

$125  million.  The  major  share  of  this  is  part  of  a  total  $740  million  commitment  from  the 

Trygg-Hansa  SPP  Group,  one  of  Europe's  leading  insurers.  Good  news,  indeed. 

Because  this  is  precisely  what  risk  managers  look  for  in  an  insurance  company  nowadays. 

Unquestionable  financial  strength  and  stability  Ask  your  agent  or  broker. 

Home  Insurance 

OLD  PROS  ON  A  NEW  TEAM 


stunning  graphics  and  animation,  full 
digital' audio  stereo  sound,  massive  data 
accessibility:  a  new  way  of  working  and 
studying  in  a  rich  one^on^one  interactive 
environment.  Now  stop  imagining. 

INTRODUCING 
TANOr 
MULTIMEDIA 
COMPUTING 

Tandy's  complete  new  line  of  affordable  multimedia 
computers  is  available  today,  ready  to  forever  change  the 
way  you  work  and  play. 

^^MT^C^  "     Tandy  has  worked  with  industr>-  leaders 
■^JX  V^'     to  help  produce  the  now  Multimedia  PC 


Multimedia  PC    standard.  Now,  incredible  amounts  ot  data 
can  be  stored  on  a  single  CD-ROM  compact  disc,  ready 
for  you  to  access  business,  education,  entertainment  and 
productivity  software  in  a  vibrant,  enlightening  way. 

Come  experience  Hindy's  multimedia  computers  for 
yourself.  Prepare  to  be  swept  away. 

AMERICA'S 
TECHNOLOCV 


MPC  Logo/TM  Muninn«<hji  PC  MvXeting  Council.  Inc 


uumruitm^tu  invcdiiRy 


MoneyCounts  has  a  built-in  tax 
estimator  that  shows  roughly  whether 
taxes  are  owed  or  a  refund  is  due. 
Other  programs  will  transfer  data  into 
tax  preparation  programs  such  as  Tur- 
boTax  (S80  fi-om  ChipSoft)  and  Ea- 
syTax  (S80  from  Timeworks).  The 
coordination  is  even  better  when  the 
tax  program  comes  from  the  same 
publisher.  Thus,  Meca  Software 
wants  its  Managing  Your  Money  cus- 
tomers to  use  its  TaxCut  program 
(S60),  while  MoneyCounts  goes  with 
Personal  Tax  Edge  (S50).  But  most  of 
the  publishers  talk  about  making  mix- 
ing and  matching  easier  by  embracing 


a  file  format  called  TXF,  under  which 
programs  from  different  vendors  can 
trade  information. 

Publishers  of  check  writing  pro- 
grams are  tr^'ing  to  make  their  prod 
ucts  stand  out  by  bundling  extras  such 
as  on-screen  calculators,  calendars, 
electronic  address  and  telephone 
books,  faxing  software  and  simple 
word  processors.  CashBiz  from  M  USA 
Business  Systems  and  DacEasy  In- 
stant Accounting  from  DacEasy  Inc. 
cater  to  the  accounting  needs  of  the 
self-employed.  These  people  need 
something  a  little  more  powerfiil  than 
Quicken  but  don't  want  to  deal  with  a 


fiill  blown      corporate      accounting 
package. 

How  much  will  you  need  to  spend 
to  get  into  computerized  financial 
record  keeping?  You  can  get  Quicken 
for  Windows  for  as  little  as  S19  if  you 
buy  it  bundled  with  Windows  3.1. 
Add  to  that  the  cost  of  preprinted 
checks,  Nvindowcd  envelopes,  statio- 
ner\',  sofhvare  upgrades  and  affiliated 
programs.  A  basic  package  that  will 
suit  most  investors'  needs  will  cost 
about  SI  00.  That  and  a  bit  of  effort 
on  your  part  will  set  you  on  the  road 
to  much  better  control  of  your  finan- 
cial life.  ■§ 


Tour own 
trading  turret 

Both  Fidelity  and 
Schwab  offer  10%  off  their 
already  discounted  rates 
to  customers  who  trade  by 
modem.  Or,  coming  this 
summer,  you  can  buy  Smart 
Investor  ( S 1 00  list  from 
Realit}'  Technologies)  and 
trade  at  discounted  com- 
mission rates  through 
Quick  &  Reilly  or  Don- 
aldson, Lufkin  &  Jenrette's 
Pershing  Division. 

A  good  buy?  Yes,  but. 
The  but  here  is  that  any  of 
these  systems  gives  you 
access  to  financial  data- 
ba.ses.  This  access  can  be 
ver\'  usefijl,  but  access  fees 


can  mount. 

Smart  Investor  is  an  in- 
expensive program  for  be- 
ginners. It  charges  a  basic 
on-line  fee  of  SIO  a  month, 
plus  S8  a  month  to  access 
Standard  &  Poor's  Stock 
Guide  and  other  fiinda- 
mental  databases. 

Schwab's  trading  pro- 
gram is  the  Equalizer  ($70 
list  price  for  the  startup 
kit).  There  is  no  monthly 
maintenance  charge,  but 
if  you  want  to  fetch  real- 
time securitN'  prices,  you 
pay  a  fee  for  connect  time. 
A  2,400-bit-per-second 
connection  costs  SI  .45  a 
minute  during  business 
hours  and  35  cents  off 
hours.  Historical  prices 
from  Dow  Jones  are  S2.16 


Smart  Investor  by  Reality  Technologies 

Smart  enou^  to  help  you  pick  stocks  and  make  trades. 


a  minute  during  business 
hours  and  SI  .35  off' hours. 

Fidelit}'  On-line  Xpress 
($90)  is  a  program  created 
by  Fidelity'  with  Meca 
Software,  the  publisher  of 
Managing  Your  Money 
(see  story).  Subscribers  can 
also  access  s&P's  Mar- 
ketScope,  which  contains 
fijndamental  stock  infor- 
mation and  company  pro- 
files; Telescan,  which  per- 
forms technical  and  fi.mda 
mental  analysis;  and  Dow- 
Jones  News/Retrieval, 
which  has  corporate  news 
and  quotes.  These  are  all  on 
a  flat-fee  schedule.  For 
example,  unlimited  off- 
hour  access  to  seven  Dow- 
Jones  News/Retrieval  da- 
tabases costs  On  line 
XPress  customers  S25  a 
month. 

For  S8  a  month  you  get 
basic  service  from  Compu 
Ser\'e,  a  network  that  of 
fers  E-mail,  games,  travel 
information  and  elec 
tronic  shopping.  But  in 
\estmcnt  oriented  users 
w  ill  find  little  more  than  As 
scxiated  Press  business 
news  and  15  minute  de 
layed  quotes  in  this  plan. 
Among  C>ompuScr\'c's  pre- 
mium ser\iccs  are  histori 
cal  stcKk  prices.  Disclosure 
financial  statements, 
earnings  forecasts  from  the 
Institutional  Brokers  Es 


timate  System,  Investext 
analysts'  reports,  and  Val- 
ue Line  financial  histories. 
All  cost  S 1 3  per  hour  plus 
surcharges.  C^ompuSer\e 
users  can  also  trade  on- 
line through  Quick  &  Reil- 
ly, Spear  &  Rees  and 
deep  discount  broker  E- 
Trade  Securities. 

The  more  you  use  this 
kind  of  information,  the 
more  you  probabK  will 
want.  Fetching  data  can  get 
expensive  with  networks 
such  as  CompuSer\e. 
Downloading  a  five-year 
dividend  histors'  on  Gener- 
al Motors,  for  instance, 
costs  $4,  including  the  SI 
charge  for  five  minutes  of 
connect  time. 

In\estors  who  want  to 
do  a  lot  of  screens  or  to 
download  a  lot  of  histori- 
cal data  can  save  money  by 
using  Houston  based 
Telescan  or  Fair  I  jwn, 
N. J.  based  Warner  Infor- 
mation Technologies.  The 
May/June  issue  of  C.'om- 
putertZ4'd  hi  vesting  from 
the  American  Association 
of  Individual  Investors  ana- 
lyzes these  and  other  data 
sources. 

Most  investors  will  find 
money  spent  on  data  \  ia 
m(xiem  a  gcHxl  value.  But 
prepare  to  Ix'  h(X)ked,  and 
be  prepared  to  spend. 
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C0MPUTIRI2tD  INUtSIINU 


Do  you  admire  a  certain  money  manager  but  prefer  to 
do  your  own  stock  picking?  Here's  how  you  can  try  to  be 
your  own  Peter  Lynch  or  Warren  Buffett.. 

Do-it-yourself 
mutuiu  funds 


By  Eric  S.  Hardy 

Suppose  you  like  the  management 
style  of  some  fund  money  manager 
but  don't  want  to  give  up  picking 
stocks  on  your  own.  Using  a  PC  and 
one  of  several  excellent  databases  of 
corporate  financial  statistics,  you  can 
establish  your  own  portfolio  that  will 
mimic  the  stock-picking  style  of  your 
particular  investment  idol. 


We  here  illustrate  the  process  with 
an  exercise  in  finding  stocks  exhibit- 
ing high  earnings  growth  and  strong 
price  momentum.  The  resulting  list 
bears  a  strong  resemblance  to  the 
portfolios  in  the  Twentieth  Century 
Investors,  Inc.  family  of  stock  fijnds, 
the  best-known  practitioners  of  the 
growth-and-momentum  school. 


Imitation  growth  stocks 

Company 

Recent 

52-week 

Earnings  per  si 

■V-^VA 

Price/ 

price 

price 

Latest 

3-year 

1992 

earnings 

change 

12  months 

annual 
growth 

estimated 
growth 

Cisco  Systems 

4IV4 

187% 

$1.11 

310% 

72% 

37 

US  Healthcare 

51% 

57 

2.26 

247 

24 

23 

Costco  Wholesale 

33% 

43 

0,85 

70 

32 

40 

Novell 

SOVa 

91 

1.23 

58 

48 

41 

Blockbuster  Entertainment 

UVz 

56 

0.61 

55 

34 

24 

Intl  Game  Technology 

26% 

119 

0.68 

51 

50 

39 

Microsoft 

115% 

66 

3.28 

49 

46 

35 

US  Surgical 

1065/8 

86 

1.78 

47 

49 

60 

Mattel 

21 1/4 

56 

1.27 

46 

19 

17 

Biomet 

nV2 

33 

0.43 

44 

31 

41 

Home  Depot 

67 

63 

1.20 

39 

31 

56 

American  Barrick  Resources 

25y8 

31 

0.73 

38 

63 

34 

Federal  National  Mortgage 

63% 

35 

5.33 

36 

16 

12 

Amer  Television  &  Commun 

6 11/4 

38 

1.59 

31 

27 

39 

Reebok  Intl 

28% 

28 

2.53 

25 

17 

11 

Wal-Mart 

52% 

27 

1.47 

24 

24 

36 

Merck 

5078 

22 

1.90 

22 

18 

27 

Golden  West  Financial 

41 

19 

176 

19 

15- 

11 

UST 

28V8 

37 

1.23 

18 

18 

23 

Circus  Circus 

41% 

22 

1.84 

17 

19 

23 

Gillette 

49'/4 

35 

2.04 

16 

19 

24 

Sources:  Media  General  and  Institutional  Brokers  Estimate  System 

via  Lotus  One  Source. 

A  computer  screen  designed  to  emulate  the  stock  picking  of  the  Twentieth  Century 
fund  family  turns  up  these  companies.  All  but  American  Television,  Biomet  and  UST 
were  held  recently  in  one  or  more  Twentieth  Century  portfolios. 


As  a  do-it-yourself  investor,  you 
have  several  things  going  for  you  and 
several  important  things  working 
against  you.  On  the  plus  side,  you  save 
yourself  the  expense  burden  of  the 
fijnd — 1%  annually  in  the  case  of  the 
Twentieth  Centur\'  family.  (The  two 
largest  members  of  the  group  are 
Twentieth  Century  Growth  Investors 
and  Twentieth  Centun,'  Select,  with 
$8.5  billion  in  assets  between  them.) 
Oflfsetting  much  of  this  advantage  are 
higher  commission  costs  for  individ- 
ual investors. 

It's  possible  that  the  two  cost  fac- 
tors roughly  balance  out.  But  if  you 
are  the  active  t\pe  who  gets  satisfac- 
tion from  picking  your  own  stocks, 
the  do-it-yourself  method  has  a  lot  to 
recommend  it.  Unless  the  assets  you 
are  investing  are  tax-deferred,  anoth- 
er advantage  »"o  direct  stock  owner- 
ship is  the  abilit\'  to  sell  losers  quickly 
for  tax  deductions.  Funds  cannot  pass 
through  capital  losses  to  their  share- 
holders, only  gains. 

The  big  drawback  in  tr\'ing  to  be 
your  own  portfolio  manager  is  a  lack 
of  information.  You  don't  have  time 
to  read  6,000  annual  reports.  Here  is 
where  the  computer  comes  in.  If  the 
style  you  are  trying  to  follow  can  be 
approximated  via  simple  formulas, 
you  can  have  your  re  paw  through  a 
database  of  companies,  kx>king  for 
those  that  seem  to  measure  up. 

For  you,  as  for  any  professional 
using  a  digital  database,  the  screen  is 
only  a  starting  point.  The  numbers 
never  tell  the  whole  ston*'.  You  still 
have  to  read  annual  reports,  news 
clippings  and  analyst  reports  to  make 
an  intelligent  judgment  about  a  com 
pany.  But  if  you  are  constructing  a 
portfolio  of  10  stocks,  it's  a  lot  more 
feasible  to  closelv  studv  20  than  to 
study  6,000. 

Using  the  Ixnus  One  Source  c:n 
ROM  svstem,  we  screened  the  Media 
General  Financial  Scr\ices,  Inc.  data- 
base o\  7,000  sttKks  for  those  show- 
inu  the  crowth  characteristics  that 
rweniieth  Gentur\'s  managers  are 
known  to  l(H>k  for  (FoRBKS,  Mar.  24, 
IQSO:  Drc.  2.\  IQOl).  But  first,  for 
liquidit)  purptvses,  we  eliminated  is 
sues  priced  under  S5  or  with  fewer 
than  SO  milliiMi  shares  outstanding. 
This  limits  the  targets  to  638. 

Next,  we  looked  for  companies 
with  three  vearearninus  vjnnMh  rates 
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"I  hear  you  made  a  breakthrough  in  the  lab! 


I  hut's  right.  No  one's  published  on  it  yet'.' 


errificl  You'll  be  the  first:' 


'Looks  that  way.  I  ei'en  checked  patents'.' 


5054  TMZ 


5054  TMZ 


5054  TMZ 


5054  TMZ 


This  is  going  to  be  really  big!' 


"/  think  so'.' 


"So  where  are  you  getting  so  much  help: 


The  answer  is  in  Dialog. 


/«/ormflno«— complete,  precise,  up- 
to-the  minute.  It's  your  most  powerful 
research  tool.  Find  exactly  what  you 
need  to  know  fast  in  Dialog,'^  the  world's 
largest  electronic  library.  We  offer  over 
400  diverse,  detailed  databases  readily 
accessible  online  via  computer  and 
modem,  many  even  on  compact  disc. 


You  probably  won't  have  to  look 
anywhere  else. 

See  your  Information  Specialist 
about  Dialog,  or  call  for  a  free  kit  on 
Dialog  information  for  vour  field. 


1-800-3-DIALOG 


Outside  U.S.  4/5  85«  .?785  Fax  4/5  «S«  706^ 


Duilon  Tools  for  Research  <fe!  Technolo^r 
Research  ami  ituiitstry  neti's,  phts patent, 
trademark,  rei^tlatory  and  cnrnpetitive 
data.  Conference  proceedings  and  jour- 
nal papers,  newspapers,  newsletters  and 
em'inmmenlal  data,  technical  hand- 
books and  encyclopedias  Some  sources 
updated  as  often  as  daily;  newswires 
updated  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDKR  COMPANY 

'92  Di«log  Information  Services.  Inc .  3460  Hillvicw  Avrnuc.  Palo  /Mio.  California  94304  All  n«h^^  rrwr>rd  niAI.OC  a  a  vTkKcnMrV  of  DialoK  Informaiion  Sm-nev  !n< .  Re«ntrrFd  I '  S  Patent  and  Trwlemarl  Offn r 


Morningstar 

Rating 
•**** 

Highest 


Thornburg 
Limited  Term  Municipal  Fund 
3  times  in  a  row 


The  #1  Short-Term  Municipal  Bond  Fund,  LIMITED  Term 
Municipal  Fund,  has  had  the  highest  rated  total  reham 
for  a  five  year  holding  period  for  the  three  five  year  periods 
ending  Dec.  31,  1989,  1990  and  1991  by  Upper  Analytical 
Services.**  For  more  complete  information,  including  charges 
and  expenses,  call  your  registered  representative  for  a  free 
prospectus.  Read  it  carefully  before  you  invest  or  send  money. 


8.61% 

Taxable  Equivalent*  4/92 

5.94% 

CurrentYield  4/92 


Thornburg  Management 
Company,  Inc. 

119E.MarcySt. 
Santa  Fe,  NM  87501 


Performance  data  quoted  represent  past  performance  and  are  not  indicative  of 
future  results.  Share  price,  yield  and  returns  will  vary,  and  you  may  have  a  gain 
or  loss  when  you  sell  shares.  *  1 991  maximum  federal  tax  bracket  of  31  %.  Total 
return  figures  include  subtraction  of  maximum  sales  charge.  *'  There  are  17 
mutual  funds  in  the  short-term  municipal  category.  Lipper  rankings  do  not  take 
sales  charges  into  consideration. 

4.50%,  6.72%,  7.84% 

1  year  Avg.5  year  Avg. total  return  since 

total  return  total  return  inception  9/28/84 


A  winning 
approach. 


The  #1  and  #3  rankings*  of  Twentieth  Century  Growth  Investors 
and  Select  Investors  are  the  result  of  our  consistent  investment 
approach,  one  we've  been  practicing  for  more  than  20  years.  For  more 
complete  information,  including  charges  and  expenses, 
call  for  a  free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 


''mfm' 


M  U  T  V  A  I.      F  V  N  n  S 


1-800-345-2021 

P.O.  Box  419200.  Kansas  City.  MO  64141-6200 

Ranked  #1  and  #3  among  321  mutual  funds  in  the  country  for  the  20-year  period  ending  Marcti  31, 
1992,  by  Lipper  Analytical  Services,  Inc.,  an  independent  mutual  fund  ranking  service. 
Data  quoted  represents  past  performance  Investment  return  and  principal  value  will  fluctuate,  and 
redemption  value  may  be  more  or  less  than  original  cost 


FBS 


No -Load  Family  of  Funds 


over  1 5%  and  accelerating  earnings  in 
the  last  reported  fiscal  year.  Accelera- 
tion means  that  the  recent  growth 
rate  is  greater  than  the  three -year 
trend.  The  growth  criteria  cut  the  list 
of  candidates  down  to  30. 

Next,  we  looked  for  price  momen- 
tum. The  stock  had  to  have  outper- 
formed the  market  over  the  past  52 
weeks.  Finally,  we  dropped  compa- 
nies for  which  Wall  Street  analysts 
expected  current  fiscal  year  earnings 
to  grow  by  less  than  10%.  The  result- 
ing list  is  on  page  174. 

You  can  go  through  this  process 
with  an  infinite  varietN'  of  investment 
st)'les.  Warren  Buffctt  is  your  idol.' 
Analyze  his  Berkshire  Hathaway  port- 
folio and  program  your  computer  to 
look  for  Buffett-t}'pe  stocks.  His  st\le 

If  you  are  the  active  type 
who  gets  satisfaction 
from  picking  your  own 
stocks,  get  a  computer 
and  do  it. 


is  a  lot  more  subtle  than  Twentieth 
Centur\''s;  you'd  have  to  cast  your  net 
prett\'  wide  and  then  do  a  lot  of 
reading  on  the  candidate  companies. 

Or  maybe  it's  not  an  individual 
money  manager  you  want  to  emulate. 
Maybe  it's  a  particular  investment 
approach.  If  you  think  small  compa- 
nies are  poised  to  beat  the  big  ones 
over  the  next  decade,  you  would  use  a 
size  maximum,  not  a  minimum. 

Media  General  sells  a  retail  version 
of  its  database  on  diskette  for  $65  a 
month.  In  order  to  do  a  screen,  data 
must  be  dumped  into  a  spreadsheet, 
then  culled  and  sorted.  For  investors 
interested  primarily  in  large  compa- 
nies, V^alue  Line  Inc.'s  DataFile  has 
data  going  back  to  1955,  for  $9,500  a 
year,  accessible  on  magnetic  tape  or 
via  database  vendors  such  as  Lotus 
(^ne  Source.  \'alue  line  also  oft'ers  a 
retail  product  called  \'alue/Screen, 
with  1,600  stocks  and  50  screening 
variables.  Wiluc/Screen  is  available  at 
under  SI, 000  a  year  with  monthly 
floppy  disk  updates,  and  $1 ,500  with 
weekly  modem  updates. 

If  viHi  are  this  ci>mfortable  with 
\  our  ciMiiputer,  you  can  save  a  little  on 
trading  costs  by  using  it  to  place 
trades  (str  p.  I'^O).  WM 
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William 


IMPRIMIS  - 
The  Monthlj^  Newsletter 
Of  Challei^g  Ideas 
Is  Free. 


IMPRIMIS  is  a  unique  newsletter  that  fosters  discus- 
sion and  debate  by  national  thought  leaders  on  major  issues 
affecting  our  nation  and  society.  Not  many  people  would 
think  of  a  small  liberal  arts  college  in  rural  Michigan  as 
a  prime  source  of  information  about  the  world  of  ideas, 
but  Hillsdale  College  has  been  surprising  Americans  for 
nearly  150  years  with  its  innovative  educational  mission. 

Over  two  decades  we  have  sponsored  over  1,000  on 
and  off  campus  seminars  and  lectures  on  national  issues 
ranging  from  big  government  and  tax  limitations  to  reli- 
gion and  the  erosion  of  college  curricula.  From  these  we 
select  challenging  speeches  as  articles  for  our  monthly 
IMPRIMIS,  the  largest  publication  of  its  kind  with  a  circu- 
lation fast  approaching  400,000. 

Enjoy  such  writers  as  those  shown  as  well  as  others 
such  as  Ronald  Reagatiy  Tom  Sowell,  George  Gilder, 
Malcolm  Forbes,  Jn,  Dixy  Lee  Ray  and  Tom  Wolfe. 

Hillsdale  College  has  long  practiced  what  it  has 
preached.  We  educated  women  and 
minorities  nearly  two  decades  before  the 
Civil  War.  We  have  never  accepted  one 
cent  of  federal  funds  because  federal 
money  means  federal  control.  We  fund  a 
substantial  number  of  students  with  aid 
from  private  sources. 

IMPRIMIS  x'^s  free  to  anyone  -  no 
strings  attached.  Please  call  or  write  tcxiay. 


Dr.  George  Rcvhe 

I'a-sidcnt.  Hillsdale  (olk'j'c 


Receive  IMPRIMIS  each  moxwhfree.  It's  our  way  of  extending  Hillsdale's  educational  mission  to 
a  national  audience.  Mail  this  coupon  to  IMPRIMIS,  Dcpt.  FB-5,  Hillsdale  Colleize.  Hillsdale, 
Michigan  49242  or  call  toll  free  1-800-535-0860. 


Name 


Title/Organization 
Address 


City/State/Zip 

Above  address  is     D  Home    D  Office 


Hillsdale 
•College 

"Views  From  A  Heartland  Campus" 
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Are  there  any  good  small  funds  that  haven't  yet  been 
discovered?  Yes— and  here  they  are. 

UndiscoTCired 


By  Mary  Beth  Grover 


Samuel  S.  Stewart  Jr.  of  Wasatctn  Advisors 

In  Utah  and  out  of  the  public  eye,  Stewart  and  his 

f{ve-yearK>ld  funds  have  gone  unnoticed. 


New  mon'EY  is  flooding  last  year's  hot 
stock  funds.  Twentieth  Century  Ultra 
received  a  net  SI  billion  from  inves- 
tors in  this  year's  first  quarter.  Janus 
Fund  got  S900  million.  There's  a 
danger  here:  With  so  much  new  mon- 
ey to  put  to  work,  the  fijnds'  manag- 
ers may  not  be  able  to  find  the  kinds  of 
stocks  they  built  their  successes  upon. 

But  here's  a  good  small  fijnd  that 
hasn't  yet  been  flooded  with  new 
money:  Wasatch  Aggressive  Equity 
Fund.  Though  it  was  up  5 1%  last  year, 
1 .7  times  the  s&P  500,  it  took  in  only 
$3.9  million  more  in  sales  than  it 
disbursed  in  redemptions.  With  just 
$12  million  in  assets,  Wasatch  Ag- 
gressive can  take  positions  in  stocks 
too  small  for  the  bigger  fiinds  and  do 
so  without  driving  the  prices  up. 

Wasatch  Aggressive  Equit\'  and  the 
slighdy  more  conservative  Wasatch 
Growth  are  managed  by  Samuel  S. 
Stewart  Jr.,  49,  a  former  finance  pro- 
fessor. He  founded  Wasatch  Ad\isors, 
Inc.  in  1975,  named  for  the  mountain 
range  that  nesdes  his  Salt  Lake  Cit>' 
office.  Today  Stewart  manages  S200 
million  in  private  accounts  and  S3 5 
million  in  three  no-load  mutual  fijnds 
he  opened  in  1987.  The  two  Wasatch 
equit>'  mutual  flinds  kept  pace  with 
the  s&P  500's  11%  average  annual 
return  over  the  past  five  years.  This  is 
despite  the  tact  they  invest  hea\ily  in 
small-capitalization  stocks,  which  on 
the  whole  didn't  do  as  well  as  big 
stocks  over  that  period. 

Being  small  is  a  virtue  for  a  small- 
company  fund;  it  pays  for  the  manag- 
er to  ferret  out  the  stocks  of  obscure, 
tast-growth  companies  before  Wall 
Street  gets  to  them.  Stewart  uses  com- 
puter databases  and  regional  brokers 
to  help  him  find  ccMupanies  with  sales 
under  S500  million  that  he  expects 
will  ha\  c  annual  earnings  growth  of  at 
least  1 5%  for  the  next  five  years.  Stew 
art  likes  insider  holdings  to  b>e  at  least 
10%.  He  will  buy  a  sti>ck  only  if  its 
price/earnings  ratio  is  not  much 
liigher  than  his  projected  five-year 
earnings  growth  rate.  Thus,  to  justify 
paving  20  times  current  earnings  for  a 
stock,  Stewart  would  Uxik  for  ctimpa- 
nies  with  the  chance  to  increase  earn- 
ings at  a  20%  annual  rate. 

Hut  e\en  if  a  stock  meets  all  those 
conditions,  Stewart  won't  buy  it  un- 
less he  feels  it  is  in  a  business  that  is 
difVicult  to  copy.  He  wants  unique- 
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Small  matters 

Performance         Fund 

in 
UP           DOWN 
markets 

Total  return 
5-year'         1-year 

Assets 

($mil) 

Annual 
expenses 
per  $100 

Manager  (years) 

Phone 

A                B         Evergreen  Limited  Market 

GIT  Equity  Trust-Special  Growth 
Gradison  Opportunity  Growth 

A               F          Neuwirth 

Olympic  Trust-Small  Cap 

11.1% 
8.0 
9.2 
8.0 
8.2 

21.5% 
4.8 
18.6 
25.9 
25.5 

$67 

59 

46 

33 

9 

$1.32 
1.40 
1.50 
1.87 
1.00 

Robin  Kelly  (9) 
Richard  Carney  (9) 
William  Leugers(9) 
GaryHaubold(l) 
George  Davis  (2) 

800-235-0064 
800-336-3063 
800-869-5999 
800-521-3036 
800-346-7301 

S&P  500 

11.3 

14.0 

Assets  as  of  Apr,  30.    'Annualized. 

1 

The  stock  funds 

Stewart's  top  holdings 

Company/business 

Recent 
price 

Revenues 
($mil) 

Latest  12  months 

EPS                      P/E 

above  are  still 
little  enough 
to  benefit  from 
the  sometimes 
dramatic  moves 

Century  Telephone  Enterprises/telephone  sen/ices 
Dress  Barn/women's  apparel 
Expediters  International/freight-forwarder 
Loewen  Group/funeral  homes 

33% 

8% 

33% 

14y4 

$290 
325 
267 
200 

$1.34 
0.68 
1.76 
0.55 

253 
131 
18.9 
25.9 

in  the  small 
stocks  they  hold. 
Some  of 
Wasatch 

Medicine  Shoppe  International/franchise  pharmacies 
Mid-American  Waste  Systems/waste  disposal 
United  Asset  Management/investment  mgmt 
Washington  Federal  S&L/savings  and  loan 

26y2 
17% 
2578 
24% 

40 
134 
244 
126 

1.38 
0.76 
1.37 
2.33 

19.2 
23.4 
18.9 
10.6 

Aggressive 
Equity's  small 
stocks  are  shown 
at  left. 

Source:  Wasatch  Advisors,  Inc. 

^^ 

ness.  Stewart  made  his  rule  for  buying 
unique  businesses  in  1985,  after  he 
bought  into  day-care  chain  La  Petite 
Academy.  La  Petite  was  offering  es- 
sentially a  commodit\'-type  service. 
Its  earnings  stumbled  and  Stewart, 
with  5%  of  his  portfolio  parked  in  the 
high-flying  stock,  watched  it  tumble 
from  20  to  14  before  he  sold. 

Loewen  Group,  a  $181  million 
(revenues)  Canadian  operator  of  389 
fijneral  homes,  is  the  kind  of  stock 
Stewart  loves.  It's  his  largest  holding. 
Loewen  has  been  buying  mom-and- 
pop  ftmeral  homes,  and  since  Stewart 
bought  the  stock  two  years  ago  it  has 
more  than  doubled.  Stewart  expects  it 
to  double  again  within  five  years.  The 
stock  recently  traded  at  26  times  trail- 
ing earnings,  and  Stewart  expects 
earnings  to  grow  27%  annually  over 
the  next  five  years.  Insiders  own  24%. 
(For  another  opinion,  see  p.  86.) 

Money  manager  United  Asset 
Management  is  another  Stewart  fa- 
vorite. United  Asset  has  expanded 
assets  under  management  from  $25 
billion  in  1987  to  $59  billion  today, 
mainly  through  acquisition.  Stewart 
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bought  United  Asset  Management  a 
few  years  after  the  firm's  founder  tried 
to  convince  Stewart  to  sell  out  to  him 
in  1983.  Stewart  bought  in  at  16.  He 
expects  earnings  to  grow  32%  this 
year,  to  $1.64  a  share;  the  stock  re- 
cently traded  at  25y8. 

Situated  80  miles  from  Stewart's 
office  is  portfolio  holding  Digitran. 
The  $6.5  million  (re\cnues) company 
makes  drilling-platform  and  crane 
simulators  for  training  workers  in  oil 
and  construction.  "When  you  ha\e  a 
crane  accident  anywhere  in  the  world, 
almost  invariably  it's  an  inexperienced 
operator  [w  ho  is  at  fault  ],*'  says  Stew 
art.  At  a  recent  3yi6,  the  stock  traded 
at  26  times  trailing  earnings;  insiders 
own  51%. 

Stewart  recently  added  $139  mil- 
lion (revenues)  Future  Now.  This 
Cincinnati  based  company  designs 
and  installs  computer  networks  for 
small  businesses.  Insiders  own  15%. 
The  stock  was  recently  at  12%,  or  12 
times  trailing  earnings.  Stewart  ex 
pects  company  earnings  to  grow  34%, 
to  $1.35,  in  1992. 

Aggressive  Hquity  has  a  $239,000 


position  in  Seattle,  Wash. -based  Ex- 
peditors  International.  This  $35  mil- 
lion (net  re\'enues)  freight-forwarder 
mo\es  goods  from  the  Far  East  to  the 
U.S.  Over  the  past  five  years  earnings 
have  grown  at  an  18%  annual  rate. 
Insiders  own  11%  of  the  company's 
stock,  which  has  been  selling  at  19 
times  trailing  earnings. 

Some  of  today's  most  famous 
funds,  such  as  lanus  Fund  and  Twen- 
tieth (x-nturs",  used  to  own  a  lot  of 
little  companies  like  these.  But  suc- 
cess in  small  caps  is  a  self-denying 
prophecy.  The  big  funds  have  to  di- 
vert attention  to  larger  companies;  a 
$200,000  position  doesn't  make  any 
difference  to  a  $5  billion  fund. 

Ihe  one  draw  back  with  something 
as  small  as  the  Wasatch  funds  is  that 
expenses  are  a  little  higher.  Stewart's 
funds  run  up  management  fees  and 
oNcrhead  of  1 .5%  of  assets  annually, 
half  again  as  high  as  the  expense  ratio 
at  the  Twentieth  (xntur\-  funds.  An 
inflow  of  funds  would,  of  ct)urse, 
bring  that  expense  ratio  down.  But  it 
would  also  cramp  Stewart's  st\'le. 
There's  no  free  lunch.  ^ 
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Are  you  looking  for  cheap  stocks 

in  a  ratlier  expensive  market? 

Precisely  because  everyone  is  sour  on  them, 

some  defense  stocks  are  good  buys  now. 

Swords  into 
plowshares 


By  Reed  Abelson 

The  Gulf  war  is  long  over,  and  the 
politicians  are  \ying  with  one  another 
to  grab  money  from  the  defense  bud- 
get to  spend  on  their  favorite  pro- 
grams. No  wonder  defense  stocks  are 
in  the  dumps. 

Which  may  make  them  an  excellent 
buy  for  investors  who  are  willing  to 
buck  the  conventional  wisdom.  You 
don't  have  to  believe  in  a  full-scale 
resumption  of  the  cold  war  to  want  to 
own  these  out-of-favor  companies. 
Don't  forget  that  many  of  them  have 
civilian  business,  too. 

Ah,  but  perhaps  you  have  a  long 
memory  and  recall  how  badly  many 
defense  outfits  were  burned  after 
World  War  II  and  Vietnam  when  they 
tried  to  break  into  commercial  mar- 
kets. Thus  it  was  that  General  Dynam- 
ics flopped  in  its  effort  to  run  Cessna 
Aircraft  and  Grumman  discovered 
that  making  buses  is  very  different 
from  manufacturing  military  aircraft. 

But  people  can  learn  from  histor\'. 


and  some  defense  firms  certainly  have. 
Anthony  Marolda,  president  of  the 
Winbridge  Group,  a  Cambridge, 
Mass.  consulting  firm,  says  things  are 
different  this  time.  He  says  some  de- 
fense contractors  aren't  merely  mak- 
ing diversifying  acquisitions  for  the 
sake  of  diversifying;  instead,  they  are 
trying  to  adapt  military  technologies 
they  already  own  to  products  that 
could  be  sold  to  other  government 
agencies  or  commercial  users.  Many 
of  the  firms  realize  they  don't  know 
how  to  sell  in  commercial  markets,  so 
they  have  bought  companies  that 
know     the     commercial     markets. 


formed  joint  ventures  or  acted  as  sub- 
contractors to  commercial  businesses. 

The  classic  model  for  this  sort  of 
move  is  Raytheon's  1965  purchase  of 
an  appliance  manufacturer,  Amana,  in 
order  to  create  a  market  for  the  tech- 
nology behind  the  microwave  oven. 

The  table  below  lists  ten  diversify- 
ing military  suppliers.  Some,  like 
Raytheon  and  hg&g,  are  old  hands  at 
selling  their  stuff  commercially.  For 
others,  like  E-Systems  and  tiny  Data- 
metrics,  diversification  is  a  relatively 
new,  and  unproven,  task. 

E-Systems  and  Datametrics  get  the 
majority  of  their  revenues  from  de- 
fense-related work,  but  thev  are  de- 
termined to  cut  the  militar\'  to  under 
60%  of  revenues  within  the  next  few 
years.  Litton  Industries  has  invested 
heavily  o\'er  the  last  few  years  in  its 
nondefense  businesses  of  in- 
dustrial automation  and  re- 
source exploration. 

How  easily  can  a  militan'  technol- 
ogy be  applied  to  civilian  business?  It 
depends.  There's  no  commercial  use 
for  General  Dynamics'  nuclear  sub- 
marines. But  aviation  electronics  is 
just  as  important  to  commercial  air- 
craft: as  to  fighters,  a  fact  long  exploit- 
ed by  Rockwell  International's  Col- 
lins division.  Satellites  arc  extremely 
usefijl  for  nonmilitan-  w  ork,  as  Martin 
Marietta,  Loral  and  Hughes  Elec- 
tronics can  tell  you.  Litton  sells  its 
na\igation  tcchnolog\'  for  use  on  long 
commercial  flights.  Datametrics, 
which  sells  color  printers  for  use  in 
military'  installations,  is  developing 
high-speed  color  printers  for  use 
wherever  conditions  are  rough,  like 
oilfields. 

Defense  companies  arc  also  realiz- 


Diversification  as  a  defensive  play 

Company                                Recent 

1991 

revenues 

-Earnings  per  share— 

P/Eon 

5-year 

price 

($mil) 

% 

1991 

1992 

1992 

EPS 

nondefense 

estimate 

estimate 

growth  rate 

Datametrics                                1% 

$21 

4% 

$0.13 

NA 

NA 

NA 

EG&G                                       24y4 

2,689 

.     362 

1.45 

$1,59 

15,4 

10% 

E-Systems                                 36 

1,991 

2 

3.35 

3.73 

14 

GM  Hughes                               2m 

11,541 

54 

1.30 

1.76 

11.6 

13 

Litton                                       45% 

5.219 

48 

1.45 

4.09 

11.1 

-6 

Loral                                        31% 

2,882' 

20 

4.00 

4,36 

9 

Martin  Marietta                          52% 

6,075 

28 

7.08 

7.41 

11 

Raytheon                                  44% 

9,274 

50 

4,47 

4,83 

10 

Rockwell                                   24 

11,927 

60 

2.50 

215 

11.2 

-1 

Tech-Sym                                  13 

176 

59 

1.50 

168 

2 

NA;  Not  available.    'Fiscal  year  ended  Mar.  31. 

'Does  not  include  Department  ot  Energy 

Sources:  Forbes:  lnstitution$l  Brokers  Estimate  System. 

All  these  firms 
are  making 
tactical 
forays  into 
commercial 
fields  where 
they  can  make 
use  of  their 
military 
technolo^. 
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rou  want  to  go  where  no  one  has  gone  before. 

This  weekend. 


If  you  want  to  go  farther  than  all 
the  others,  consider  this: 
Almost  overnight,  Explorer  passed 
the  rest  to  become  the  best  seller, 
the  new  standard. 
Nothing  in  its  class  has  so  much  over- 
all room.  And,  Explorer  lets  you  go 
from  2WD  to  4WD  High  and  back,  on 
the  fly  at  the  push  of  a  button. 
A  4.0L  EFI  V-e  and  rear  anti-lock 
brakes  are  standard.  Available  amen- 
ities from  a  tilt-up  open-air  roof  to 
leather  seating  surfaces  can  make 
your  Explorer  a  luxurious,  and  very 
personal,  statement. 
Explorer  has  all  it  takes  to  go 
where  no  one 's  gone  before. 
And  now,  so  can  you. 


Your  Explorer  is 

Buckle  up — together  we  can  save  lives. 


c^woT^ 


Have  you  driven  a  Ford... lately? 


tUUIIltd 


ing  that  they  can  find  markets  at  other 
government  agencies.  Martin  Mariet- 
ta is  providing  the  data  processing 
skills  it  developed  for  the  military  to 
the  Department  of  Housing  &  Urban 
Development.  The  company  also  de- 
veloped robotics  to  handle  radioac- 
tive weapons  parts;  it  is  adapting  that 
technology  in  a  contract  to  help  the 
U.S.  Department  of  Energy  with  haz- 
ardous waste  handling.  eg&G  is  taking 
its  experience  in  operating  two  nucle- 
ar weapons  factories  and  four  other 
plants  for  the  Department  of  Energy 
to  the  National  Aeronautics  &  Space 
Administration  and  other  agencies. 

Even  the  most  promising  technol- 
ogies, of  course,  won't  transform  a 
multibillion-doliar  defense  company 
into  something  else  overnight.  The 
$100  million  or  so  in  civilian  sales  that 
E-Systems  might  get  this  year  from 
computer-based  systems  developed 
for  the  military  "will  get  lost  in  the 
mass  of  the  company,"  notes  Michael 
Lauer,  an  analyst  at  Kidder,  Peabody. 
Smaller  companies  such  as  Datamet- 
rics  and  Tech-Sym  may  have  an  easier 
time  reinventing  themselves. 

Here's  the  point:  In  a  market  sell- 
ing at  25  times  earnings  and  having  a 
L2  price/sales  ratio,  defense  stocks 
sell  for  11  times  earnings,  with  a 
price/sales  ratio  of  0.56.  But  they  are 
not  going  out  of  business.  There's 
good  reason  to  think  the  stock  market 
has  overreacted  to  their  problems.  So 
what's  new.>  Markets  usually  do  that. 

Defense  work  is  not  going  to  disap- 
pear overnight.  Anyone  who  thinks  it 
is  hasn't  been  watching  TV.  There  are 
small  wars  today  in  the  Balkans,  the 
nations  of  the  old  Soviet  Union  are 
growling  at  each  other,  and  some 
particularly  slimy  dictators  rule  such 
countries  as  Syria,  Libya  and  Iraq. 

And  even  without  these  threats,  the 
Department  of  Defense  is  having  a 
devil  of  a  time  eliminating  some  sub- 
marine contracts,  because  congress 
men  are  protecting  defense  jobs.  For 
example,  that  once-famous  dove. 
Senator  C'hristophcr  Dodd  of  (Con- 
necticut, has  turned  into  a  tiger  in 
defense  of  the  Scawolf  submarine 
contract,  which  provides  thousands 
of  jobs  in  his  state. 

Between  beating  their  swords  into 
plowshares  and  continuing  to  build 
swords,  defense  companies  will  be 
around  well  into  the  next  centur\'.Bi 
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Want  to  play  the  possibility  of  higher  oil  prices? 
Consider  buying  shares  of  foreign-based 
petroleum  companies. 

ExploHiig  for  oil 
stocks  overseas 


By  Toni  Mack 

With  the  Saudis  apparendy  chang- 
ing their  minds  about  petroleum 
prices  recently,  a  lot  of  people  are 
taking  a  new  look  at  oil  stocks.  Market 
laggards  last  year,  the  stocks  have 
come  to  life  in  the  last  two  months. 

If  you  are  tempted,  says  Kidder, 
Peabody  analyst  Bernard  Picchi,  buy 
the  stocks  of  foreign  oil  companies  as 
well  as  U.S.  ones.  Picchi  has  followed 
the  industry  for  15  years.  He's  logged 
a  lot  of  air  miles  lately  getting  to  know 
some  European  oil  companies  that 
trade  at  lower  P/Es  and  stand  to  grow 


AtfBikL 


faster  than  their  U.S. -based  counter- 
parts. Most  of  the  European  compa- 
nies will  raise  their  dividends  this  year, 
and  many  are  available  via  American 
Depositary'  Receipts  or  Shares  on  the 
New  York  Stock  Exchange. 

Maybe  you  feel  more  secure  buying 
known  names— Texaco,  say,  or  Mo- 
bil— than  Elf  Aquitaine.  But  Picchi 
reminds  you  that  not  so  many  years 
ago  most  U.S.  investors  were  unfa- 
miliar with  the  Royal  Dutch/Shell 
Group,  now  the  world's  largest  oil 
company.  In  the  mid-1970s  shares  in 
Royal  Dutch  Petroleum  languished 
on  the  New  York  Stock  Exchange  at 
four  times  earnings,  a  little  more  than 
a  third  of  the  market  multiple.  If 
you'd  bought  then  and  reinvested  the 
dividends,  \'ou  w ould  now  ha\c  three 
times  as  much  money  as  someone 
buying  the  s&r  500. 

The  companies  in  the  table  on  page 
186  are  ripe  for  discovery  by  U.S. 
investors,  Picchi  thinks.  He  notes  that 
all  the  big  oil  companies  are  taking 
cash  from  U.S.  operations  and  invest- 
ing it  abroad.  Picchi  believes  that 
cquitN  investiKS  will  follow ,  searching 
for  foreign  prospects. 

Repst>l,  a  Spanish  refiner  and  mar- 
keter, sells  for  1 1  times  expected  1992 
earnings,  at  the  low  end  of  w  hat  U.S. 
refiners  fetch.  But  w  hile  the  diMiiestic 
bovs  sutler  massive  environmental 
costs  and  little,  if  an\ ,  market  grow  th, 
die  Spanish  gasoline  market  is  grow- 
ing 4%  ti>  5%  annuallv  in  unit  \olunie. 
Repsol's  earnings  could  swell  m\  aver- 
age 15%  annually  for  the  next  five  ■ 
vears,  Picchi  says. 

Kcpsol  is  spending  hugely — some 
$2  billion  through  1995 — but  much 
otihh  outlay  w  ill  enable  the  company 
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Announcing  the  Schwab  Ultimate  IRA 


Right  now,  anyone  owning 
or  opening  a  Schwab  IRA 
account  worth  more  than 
$10,000  will  never  have  to 
pay  another  IRA  annual 
fee  for  the  life  of  that 
account,  guaranteed*  It's 
a  simple  proposition  that 
makes  excellent  financial 
sense.  Here's  why. 
Your  money  works  smarter. 
With  a  Schwab  IRA  you 


can  invest  your  retirement 
funds  in  a  wide  range  of 
investments,  from  stocks 
and  bonds  to  mutual  funds 
or  money  markets,  all  in  a 
single  account.  And,  because 
of  Schwab's  reduced  commis- 
sions you'll  save  even  more. 
We  make  it  easy. 

No  matter  how  many 
IRAs  you  may  have,  no 
matter  where  they  are, 


we  can  help  you  transfer 
them  all  to  Schwab.  Our 
account  transfer  service 
is  simple.  We  take  care  of 
all  the  details  for  you. 

But,  remember,  time 
urill  run  out  on  this  offer* 
The  sooner  you  act,  the 
sooner  you'll  stop  paying 
fees  you  don't  have  to. 

•Your  Schwab  IRA  must  have  at  least  $10,000 
in  assets  by  September  30. 1992 


Open  your  Schwab 

No  Annual 
Fee  IRA 

Today. 
Visit  an  office  or  call: 

1 800  442-5111 

Ext.  250 


Charles  Schwab  &  Ca.  Inc.  ©  1992  Member  SIPC/NYSE 


Charles  Schwab 

Helping  Investors  Help  Themselves" 
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Over  there 

,  Company/country 

Exchange 

Recent 

- — Earnings 

per  share 

P/Eon 

1992 

Estimated  EPS 

Yield 

(■, 

price 

1991 

1992 
estimate 

1992 
estimate 

price/cash 
flow 

growth  rate 
1993-95 

British  Petroleum/UK 

NYSE 

58 

$3.58 

$2.55 

22.7 

3.8 

23% 

6.8% 

Elf  Aquitaine/France 

NYSE 

3678 

3.79 

3.85 

9.6 

5.0 

11 

3.2 

Exxon/US 

NYSE 

60y2 

4.25 

3.90 

15.5 

7.4 

7 

4.6 

Mobil/US 

Norsk  Hydro/Norway 

NYSE 

63y8 

4.59 

3.50 

18.1 

5.8 

5 

4.9 

NYSE 

28 

-0.37 

1.02 

27.5 

4.9 

15 

1.6 

OMV/Austria 

Vienna 

78 

5.53 

6.09 

12.8 

3.8 

8 

2.1 

Repsol/Spain 

NYSE 

29% 

2.42 

2.65 

11.3 

6.4 

17 

3.3 

Royal  Dutch/Netherlands 

NYSE 

84% 

6.35 

6.35 

13.3 

4.7 

10 

4.2 

Saga  Petroleum/Norway 

Oslo 

14 

0.09 

1.30 

10.8 

11.5 

16 

1.4 

Texaco/US 

NYSE 

63% 

4.41 

3.75 

17.0 

6.7 

9 

4.9 

Total/France 

NYSE 

24 

2.60 

2.30 

10.4 

5.8 

13 

0.0 

Veba/Germany 

Frankfurt 

254 

18.13 

17.50 

14.5 

11.2 

9 

2.9 

Source:  Kidder,  Peabody  &  Co. 

Foreign  oil  companies  often  liave  more  allure  than  their  U.S.-based  counterparts,  says  Kidder,  Peabody  analyst 
Bernard  Picchi.  Above  are  nine  foreign  outfits,  along  with  Picchi's  U.S.  picks  for  comparison. 


to  process  more  cheap,  low-quality 
crude  while  turning  out  higher-priced 
gasoline.  Repsol  already  controls 
about  60%  of  the  Spanish  gasoline 
market.  Then  throw  in  natural  gas  and 
butane  businesses  with  good  pros- 
pects. The  stock  could  triple  in  five 
years.  "I  don't  think  Exxon  or  Amoco 
will  do  that,"  Picchi  says. 

Want  a  company  that  looks  more 
like  a  U.S.  major — one  that  explores 
for  oil,  refines  it  and  retails  the  gaso- 
line? Try  Societe  Nationale  Elf  Aqui- 
taine.  In  reserves  this  Paris- based  out- 
fit ranks  in  size  between  Unocal  and 
Texaco.  But  with  discoveries  and  pur- 
chases in  spots  like  West  Africa  and 
the  North  Sea,  Elf  s  production  and 
income  are  expanding  faster  than 
those  of  any  big  U.S.  company.  Its 
earnings  this  year  will  likely  be  flat 
with  199 1 's,  as  most  U.S.-based  com- 
panies' profits  wither.  Texaco's  earn- 
ings, for  example,  should  drop  by 
1 5%.  Yet  Elf  trades  at  9  times  expected 
1992  earnings,  to  Texaco's  17. 

If  you've  driven  through  France, 
you  know  Total  as  a  refiner  and  mar- 
keter. New  management  is  turning 
around  these  less-than-efficient  oper- 
ations, but  Total's  biggest  appeal  is  its 
exploration  eftbrts.  One  recent  Co 
lombian  find,  Cusiana,  will  probably 
hike  up  oil  reserves  by  22%  and  per 
haps  as  much  as  73%.  The  company 
may  also  soon  get  the  first  exploration 


contract  in  Iran  since  the  mullahs 
took  over.  (Don't  confijse  Total's 
New  York  Stock  Exchange  adrs  with 
the  unappetizing  Amex- listed  shares 
of  its  U.S.  operations.) 

Should  you  be  put  off  by  state 
ownership  in  the  foreign  concerns — 
69%  of  Repsol,  56%  of  Elf,  smaller 
portions  of  others?  Not  necessarily. 
Picchi  points  out  that  the  French 
government  ownership  probably 
helped  Elf  win  the  first — and  so  far, 
only — major  exploration  deal  for 
highly  promising  territory  in  Russia 
and  Kazakhstan  (Forbes,  May  11), 
where  the  company  expects  to  add  at 
least  20%  to  its  reserves. 

In  Norway  the  government  ensures 
that  Norsk  Hydro  and  Saga  Petro- 
leum get  a  piece  of  exploration  in  its 
sector  of  the  North  Sea,  where  pro- 
duction is  rising  swift:ly  and  much 
remains  to  be  explored.  Thus  Saga,  a 
pure  exploration  outfit,  now  has  a 
share  of  many  new  dexelopments 
there.  Norsk's  production  and  cash 
flow  ^ill  likewise  grow,  though  these 
are  diluted  by  less  attractive  fertilizer 
and  metals  businesses. 

Austria's  Osterrcichischc  Mineralol 
Vcrwaltung  and  Germany's  Veba  are 
potential  ways  to  play  energy  denivUid 
growth  in  Central  and  Eastern  Eu- 
rope. The  Austrian  firm  is  mainly  a 
refiner  and  marketer;  \'eba  is  more 
diversified. 


What  about  the  granddaddies  of 
foreign  oil  stocks,  Royal  Dutch  and 
British  Petroleum?  Royal  Dutch  is 
attractive  at  14  times  likely  1992  earn- 
ings. BP,  with  a  lush  6.8%  yield,  is  also 
fetching.  Fears  of  a  cut  in  bp's  S4.06 
dividend  have  depressed  the  stock. 
Although  the  company  paN's  out  more 
than  100%  of  its  earnings,  Picchi 
thinks  it  will  cut  costs  and  capital 
spending  and  sell  enough  assets  to 
maintain  the  dividend. 

How  do  you  buy  these  stocks?  Any 
broker  can  buy  adks.  For  shares  listed 
only  on  a  foreign  exchange,  you  can 
have  a  big  brokerage  house  buy 
through  a  foreign  broker.  Most  prefer 
a  minimum  order  of  S 1 0,000  or  more 
and  all  add  a  markup  to  the  sttKk  price 
to  cover  clearing  charges,  currency 
conversion  and  commissions  collect- 
ed by  both  the  U.S.  broker  and  the 
foreign  affiliate.  Get  three  quotes  be- 
fore placing  an  order. 

What  happens  to  the  di\idends  on  a 
nonAOR  foreign  stock,  paid  in  for- 
eign currency?  Picchi  adWscs  lea\ing 
the  shares  in  your  I'.S.  bri>kerage 
account.  Then  the  bank  transfer  agent 
will  convert  diNidends  to  dollars  and 
remit  them  to  your  account  atter 
charging  a  tee  of  around  1%.  iNpical- 
Iv,  these  dividends  will  Ix^  subject  to  a 
tbreign  withholding  tax  That  tax  can 
usually  be  credited,  dollar  for  d*illar, 
against  your  U.S.  tax  bill.  HI 
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How  to  preserve  a  memory. 

W.itchin^  the  sun  rise  over  the  lake  from  the  porch  has  heen  a  family  tradition  for  generations. 
A  replacement  cost  insurance  policy  from  C^huhh  can  help  restore  your  home  the  way  you  rememher 
it,  should  it  ever  he  dama^'ed.  ('huhh  appraisers  carefully  note  unique  architectural  details  and  construc- 
tion materials,  creating,'  a  valuahle  record.  With  this  complimentary  inspection  and  an  estimate  of  your 
true  insunince  needs,  you  can  he  assured  that  your  home  will  not  only  he  covered  tor  its  replacement 
cost,  hut  the  replacement  will  he  as  authentic  as  possihle.  Ask  your  agent  or  hroker  ahout  C^huhh,  or 
call  1-800-36  CHURR. 


Insure  your  world  with  Chubb 


><.r  lIl^^lr^.■r^  nl  irii 
house."  W.iiih  t> 


( .'liiihK  C  iroiip  (il  liiMir.iiiv.1'  ( idtiip.mii-s  who  inmic  covemui'. 
ir  It  oil  I'BS  Phoioer.ipfuJ  ,it  Thi  Point,  Samnac  Lake,  Ntw  York. 
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Every  big  bull  market  spawns  funds  like 
Transamerica  Capital  Appreciation. 
People  with  long  memories  will  avoid  them, 

Whaf  s  this 
stock  worths 


By  Gretchen  Morgenson 

Transamerica  Capital  Appreciation 
Fund  is  bublg^ing  these  days.  The  fund 
boasts  an  average  annual  return  over 
the  five  years  through  December  of 
18%,  to  the  market's  15%.  Assets, 
boosted  by  the  fiind's  absorption  of  a 
larger  but  weaker-performing  fiind, 
have  grown  fifteenfold,  to  $91  mil- 
lion in  the  past  three  years. 
Ask  Roger  Young,  the  46-year-old 


manager  of  the  fiind,  for  an  explana- 
tion for  his  success  and  he  says  he  buys 
stocks  before  they  are  discovered  by 
the  crowd.  "Philosophically,  I'd  rath- 
er find  a  company  not  well  covered  by 
Wall  Street,"  he  says.  That  translates 
into  some  pretty  obscure  stuff.  His 
largest  holding,  as  of  Apr.  30,  is  a  $5 . 1 
miUion  position  in  Parallel  Technol- 
ogies,   a    company   with   less    than 


Portfolio  tiirinager  Roger  Young 
When  It  comes  time  for  him  to  sell, 
who's  going  to  buy? 


$500,000  in  revenues,  and  so  little 
known  that  it  is  listed  neither  on 
Nasdaq  nor  on  any  other  exchange. 
Many  other  thinly  traded  obscurities 
crop  up  in  the  fiind's  portfolio. 
Among  the  positions:  $280,000  of 
Shared  Technologies,  a  stock  that 
now  trades  in  the  pink  sheet  listings  of 
rarely  traded  over-the-counter  stocks, 
following  its  delisting  from  Nasdaq  in 
February;  $462,000  of  Hope  Tech- 
nologies, which  the  fund  recentiy  val- 
ued at  %6  per  unit,  at  a  time  when  pink 
sheet  quotes  ranged  from  Vs  to  V*;  and 
Visual  Equities,  an  art  collecting  com- 
pany, formerly  known  as  Nova  Capi- 
tal, whose  stock  was  the  subject  of  a 
Securities  &  Exchange  Commission 
complaint  against  a  brokerage  firm  for 
price  manipulation  earlier  this  year. 

Most  of  the  stocks  in  this  portfolio 
are  not  only  small  and  off  the  beaten 
path  but  also  ver\'  expensive.  The  fund 
has  an  average  price/book  value  ratio 
of6.2-to-l. 

All  of  which  raises  a  significant 
question:  Is  the  fijnd  lifting  itself  by  its 
own  bootstraps.*  Once  Young  takes 
big  positions  in  tiny  stocks,  he  can  in 
effect  become  the  market  in  those 
stocks.  But  what  happens  if  money 
starts  flowing  out  of  Young's  fund 
and  he  must  meet  redemptions.'  What 
if  he  must  sell  thinh'  traded  stocks  to 
raise  cash.*  Will  an\'one  be  there  wait- 
ing to  buy.* 

Take,  for  instance.  Young's  valua- 
tion of  his  2.5  million  common  shares 
of  Hope  Technologies.  According  to 
the  prospectus  for  the  fund,  think 
traded  holdings  arc  valued  at  the 
mean  of  the  bid  and  asked  prices — in 
Hope's  case  that  comes  to  almost  19 
cents  per  share.  That  valuation  may 
have  been  a  midpoint  oi  a  bid/ask 
spread,  but  could  the  fimd  realize  that 
much  fbr  the  shares  if  it  suddenly  had 
to  sell  a  large  number? 

Young  says  he  makes  it  his  business 
to  know  how  to  get  out  of  a  sttKk 
before  he  gets  in  and  that,  anyhow,  he 
is  a  patient  holder.  ''R^irely  is  there 
much  turnover  among  my  top  ten 
names/'  he  pi>ints  tint.  He  lends  to 
hold  at  least  until  the  shares  attract 
attention.  "Someday  there  will  be 
three  or  four  brokerage  firm  rejx^rts 
t>ut  t)n  them."  Once  discovered, 
they'll  be  easy  to  exit,  he  sa>'S.  But 
there  is  no  guarantee  that  they  will 
e\er  get  discovered. 
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CouidAllWoriclc^ether. 


These  days,  it  takes 

groups  of  specialists  to 
usher  a  project  from 
conception  to  completion. 
And  that  assumes  they're 
able  to  work  together  in  a 
close,  cooperative  relation- 
ship to  get  the  job  done. 

But  consider  the  obsta- 
cles in  their  path. 

Each  group  may  be 
working  with  a  different 
hardware  system.  Each  may 
depend  upon  a  different 


Puoltmatka  International  of  Turku,  Finland 

used  Intercraph's  architecture  and  visuali 

zation  software  to  design  hotel  interiors. 


database.  And  the  groups 
may  be  scattered  over  the 
entire  globe. 


Colgate-Palmolive  uses  an  intereraph  s>'Stem 

to  create  photorealistic  models  of  new 

packaging  concepts. 

However,  no  one  pro- 
motes enterprise-wide  inte- 
gration as  thoroughly  as 
Intergraph.  For  one  thing, 
our  workstations,  systems 
software  and  networking 
tools  all  work  together.  In 
addition,  we  offer  tlie  broad- 
est portfolio  of  technical 
applications  in  the  compu- 
ter graphics  industry.  And 
Intergraph  systems  are  com- 
patible with  a  wide  range  of 
industry  standards.  So  the 
investments  our  customers 
have  made  are  secure. 

If  your  company  could 
benefit  from  an  integrated 


approach  to  product  devel- 
opment, call  us  toll-free  in 
the  US  at  (800)  826-3515 
In  Canada,  call  (403) 
250-6100.  Phone  us  in 
Asia  or  the  Pacific  Rim  at 
(852)  8661966,  in  Europe 
at  (31)  2503-66333  or,  in 


Using  Intei^raph's  engineering  modding 

system,  FASCO  Industries  (Consumer 

Products  Division)  reduces  costly  prototyping. 


the  Middle  East,  call  us  at 
(971)  4-367555.  We'll  work 
together  to  make  sure  that 
your  people  can  work 
together,  loo. 

INTERGRAPH 

Everywhere  vou  look. 


)  1991,  Intci;graph  Corporation,  Huntsvillc,  AL  3589^4-0001.  Inteigraph  is  a  registered  trademark  and  Everywhete  You  Look  is  a  trademark  of  Intetgraph  Gxporation. 

Other  brands  and  product  names  are  trademarks  of  their  respective  owners. 


Van  Kampen  Merritt 


VAN  KAMPEN  MERRITT  US.  GOVERNMENT  FUND 


Proven  quality. 
Proven  performance. 

When  you're  saving  for  retirement  or  to  finance  a  college  education,  you  need  an 
investment  that  is  going  to  be  reliable. 

The  Van  Kampen  Merritt  U.S.  Government  Fund  is  a  proven  performer.  Invested 
primarily  in  securities  considered  to  be  the  safest  available — those  backed  by  the 
U.S.  government* — the  Fund  has  provided  shareholders  with: 

•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time 

Find  out  more  about  this  consistently  winning  performer  Past  performance 
is  no  guarantee  of  future  results.  Ask  your  investment  representative  fix  a  prospectus 
containing  more  complete  information,  including  all  charges  and  expenses.  Please 
read  it  carefully  before  you  invest  or  send  money.  Or  call  us  direct. 
1-800-DIAL-VKM  (1-800-342-5856)  ext.  1216. 


Van  Kan^pen  MerritV 

Investing  With  A  Sense  of Direciios'' 


*TIk'  govemnn>nt  jJiiar;uU«H'  a()plk>s  Id  tin*  s<HiiritK»s  m  lU*  F'umi  jxirtftilk)  i»»J  lo  tlv  slwin's  of  tU»  Fiiml 
*ck»notPS  a  rt'gislcriMl  tra(l<»mark  of  Van  Kamprn  Morritl  Iih- 


EQUITIES 


Parallel  Technologies,  the  largest 
holding,  is  a  curious  case.  This  manu- 
facturer of  computer  graphics  work- 
stations began  life  ten  years  ago  as  a 
blind  pool  underwriting  (meaning: 
Investors  didn't  know  what  business 
they  were  investing  in).  It  lost  $1.4 
million  last  year,  has  23  employees 
and  carries  a  breathtaking  market  cap- 
italization of  $95  million.  At  the  mo- 
ment Young  owns  4%  of  ParallePs 
outstanding  stock  and  has  nearly  dou- 
bled his  profits  in  his  position,  but 
some  part  of  the  price  appreciation 
must  be  due  to  Young's  own  buying. 
If  he  wanted  to  take  his  profit,  the  bids 
might  well  disappear. 

All  told,  Forbes  figures,  6%  of  the 
tiind's  assets  are  thinly  traded  stocks, 
meaning  you  don't  know  what 
they're  worth  until  you  try  to  sell 
them.  Among  the  more  familiar,  Hq- 
uid  companies  in  the  portfolio  are 
Deprenyl  Research,  Destec  Energ)' 
and  St.  Jude  Medical.  But  more  com- 
mon are  companies  like  National  In- 
surance Group,  a  $26  million  (reve- 
nues) propert}'  insurer,  and  Orlando, 
Hla. -based  LaserSight,  a  company 
that  trades  at  23  times  its  revenues. 

Young  has  been  a  big  buyer  of 


initial  public  offerings.  Of  the  stocks 
he  bought  in  the  first  quarter  of  1 992, 
40%  were  new  issues.  Although  this 
strategy'  worked  well  for  fundholdcrs 
last  year,  the  new  issue  market  has 
cooled  considerably  in  1992  and  may 
not  produce  the  profits  for  Young 
that  he's  used  to.  The  value  of  the  new 
issues  he  bought  in  the  first  quarter  is 
already  down  9%. 


The  stocks  in  this  fiind 
are  not  only  off  the  beaten 
path,  they  arc  very 
expensive.  The  fund's 
average  price/book  value 
ratio  is6.2-to-l. 


Young  has  had  other  bad  news  in 
recent  months.  His  75,000-share 
holding  in  Fidelit>'  Medical  Inc.  blew 
up  in  early  May  when  the  high-flying 
manufacturer  of  diagnostic  imaging 
devices  announced  that  it  was  the 
target  of  an  SEC  investigation  for  al- 
legedly inflating  sales  estimates.  The 
chairman  of  the  company  was  forced 
to  resign.  The  stock,  as  high  as  12V4  in 
Januarv',  sank  to  3Vi6.  Destec  Energy 


and  Vital  Signs,  two  of  his  top  ten 
holdings,  are  down  20%  and  26%, 
respectively. 

This  gunslinging  Texan  wasn't  al- 
ways into  small  company  stocks. 
Young  began  his  career  covering  steel 
companies  at  Smith  Barney  23  years 
ago,  but  switched  to  portfolio  man- 
agement to  escape  the  prospect  of 
"being  a  55 -year-old  metals  or  oil- 
service  analyst."  He  has  been  running 
the  Capital  Appreciation  Fund  since 
1985,  when  it  was  called  Criterion 
TechnologN'.  Houston- based  Criteri- 
on Group  uas  bought  out  by  Trans- 
amcrica,  the  financial  services  con- 
glomerate, in  1989.  Shortly  after- 
ward. Criterion  folded  its  poorly 
performing  but  larger  Pilot  Fund  into 
Capital  Appreciation.  (The  low 
Forbes  rating  for  Capital  Apprecia- 
tion, C  in  both  up  and  down  markets, 
reflects,  in  part.  Pilot's  history.) 

As  long  as  his  fund  continues  to 
draw  new  money,  and  he's  not  forced 
to  dump  positions,  Roger  Young  and 
his  shareholders  will  likely  do  fine. 
But  if  the  stock  market  drops  sharp- 
ly— and  markets  do — the  bids  for  his 
stocks  could  vanish  and  with  them 
much  of  the  portfolio's  value.         UM 


The  ^  Difference 

Templeton  Smaller  Companies  Growth  Fund 


Take  a  look  at  how  small  companies  can  offer  big  returns.  The  NASDAQ  Composite  consists  of  over  3.500  smaller  company  stocks 
traded  over-the-counter.  The  Templeton  Smaller  Cc^mpanies  Growth  Fund  offers  the  aggressive  investor  investment  opportunities 
in  common  stocks  issued  by  smaller  companies  worldwide  and  a  track  record  that  has  out-performed  the  NASDAQ 
Composite  for  the  last  10  years! 


$41,289 
TEMPLETON 


S26,259 

NASDAQ 


This  chart  illustrates  the  growth  in  value  of  hypothetical  $10,000  investments  in  Templeton  Smaller 
Companies  Growth  Fund  and  the  NASDAQ  Composite  made  at  the  Fund's  inception  on  June  I.  1981. 


^Average  Annual 

Total  Returns 

as  of  3-31-92: 

I  Year  +6.4% 

5  Years  +5.4% 

10  Years +16.5% 

Find  Out  What 
A  Big  Difference 
Templeton  Smaller 
Companies  Grnulh  lund 
Could  Make  To 
Your  Portfolio! 


A  COMMON  SENSE  APPROACH 
TO  LONG  TERM  GOALS 


24  Hours 

1-800-325-9950  Ext.  465 


You  will  receive  a  free  prospectus  coniaining  more  complete  mform.iiion    inclnding  .ill  charge*  .md  expenses   Read  ii  carrhillv  f^eforp  wni  inNTM  or  send  moncv 
'Performance  results  include  change  in  share  pnce.  rcmvestmcni  .'  ■      •         •  .ifihePunvl  ■  n' 

retum  and  pnncipal  value  of  an  invesiment  vmII  flucuiaie  sti  that  .n  ,inh  mon- 

no  guarantee  of  future  results  Templeton  Funds  Pistnhutor.  Ini.  .  1  i.  '   ["'\  ^  ^   .i     -i    iiui^i-uii;  n    >> 


"Ping  pong  mania 

is  sweeping  the 

nation.  Sales  are 

bouncing  through 

the  roof.  And  my 

competition  is 

swatting  air. 

I'm  faced  with 

insurmountable 

opportunity  but 

withACCPACas 

my  partner, 

I  can  t  miss." 


Free 

Demo  Disk 


For  free  Demo  Disk, 
calll-800-CALLCAl. 


<  I  ompiuor  Associates  Intornaiional.  liic  .  One  Computer  Associates  Plaza.  Islandia.  NY  11788-70a\  All  product  names 


Name:  Johnny  "The  Big  Pong"  Mannix 
Title:  Owner/President/Spokesperson 
Company:  The  Ping  Pong  Institute 
Salary:  $125.000/Year 
Annual  Sales:  $8,650,000 
5-Year  Average  Annual  Growth:  85% 
Software:  ACCPAC*  Plus  Accounting'" 
Favorite  Module:  "Accounts  Receivable, 
of  course." 


.vrcR^c 
Pliis  Accounting 

ACCPAC  Plus 

Accounting 

Software. 

More  accountants 
recommend  it. 

More  businesses  use  it. 

More  people  prefer  it. 

We' 11  show  you  why 

Call  1-800-CALL  CAI  for  a  free 
Demo  Disk  of  the  leading  accounting 
software  in  North  America. 

Call  right  now. 

The  ball  is  in  vour  court. 


(Computer 
dissociates 

Software  superior  by  design. 


I  (J  herein  are  trademarks  of  their  respective  companies. 


INTERNATIONAL  INVESTING 


Japan  Inc.  is  not  going  bust.  With  the  Tokyo  market  still  a  smoldering 
ruin,  now's  a  good  time  to  pick  up  some  bargains  there. 

Toyota  oir  Foird^ 


By  Christopher  Pahneri 


Tokyo's  stock  market  accounts  for 
about  25%  of  the  world's  equity  capi- 
talization. If  you  don't  have  any  of 
your  assets  in  that  market,  you're 
probably  making  a  mistake. 

Oh,  sure,  the  Japanese  economy  is 
slowing.  Many  Japanese  companies 
are  expected  to  report  down  earnings 
for  the  1991  fiscal  year,  which  ended 
in  March;  one  of  the  best  known  of 
them,  Sony,  just  reported  a  quarterly 
loss.  The  Japanese  real  estate  and 
banking  sectors  have  yet  to  see  bot- 
tom. There  could  develop  another 
selling  panic,  sending  the  Nikkei  aver- 
age down  another  20%.  Some  pundits 
who  shouted  "buy"  when  the  Nikkei 
sank  to  20,000  saw  it  plunge  another 
15%  or  20%  before  rallying. 

Nevertheless,  at  18,000,  the  index 
is  still  off  more  than  50%  from  its  late 
1989  high.  This  is  an  even  worse 
collapse  than  that  sutfcrcd  by  the  U.S. 
markets  in  1973-74,  when  they  gave 
up  around  40%  of  their  value — before 
turning  around  and  scxtupling  in  the 
ensuing  18  years. 

There  arc  reasons  to  avoid  Japan  in 
the  short  term,  but  most  of  these  are 
already  retlected  in  stock  prices.  It 
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took  the  U.S.  market  a  long  time  to 
recover  from  the  1974  debacle,  but 
when  it  did,  long-term  investors 
reaped  riches.  Japan  could  be  a  similar 
case.  We're  not  talking  this  year  or 
next  year  but  about  the  money  you 
are  saving  now  to  spend  in  retirement 
20  or  30  or  40  years  hence. 

The  Japanese  market  has  been  in  a 
state  of  turmoil  for  the  past  month. 
One  day  the  market  is  given  over  to  a 
stampede  by  panicky  sellers,  sending 
the  average  down  3%;  the  next  day  the 
market  spikes  up  3%.  It  seems  that  a 
lot  of  buyers  with  cash  to  spend  are 
waiting  on  the  sidelines  for  the  oppor- 
tune moment. 

A  tair  amount  of  such  patient  mon- 
ey— fhore  than  $5  million  a  week — is 
flying  into  the  Japan  Fund,  managed 
in  New  York  C'it\'  by  Scudder,  Stevens 
&  Clark.  "We'  don't  know  if  the 
market  has  hit  bottom  yet,"  says  man- 
ager Hli/abeth  Allan.  "Rut  wc  think 
that  long  term  investors  using  dollar 
cost  averaging  over  the  next  six 
months  should  do  ver\'  well." 

Th(\sc  thoughts  arc  echoed  by  Chi- 


cago money  manager  Gan-  Brinson,  a 
longtime  advocate  of  international  di- 
versification, whose  Brinson  Partners 
manages  some  $22  billion.  "If  your 
Japanese  exposure  is  zero,  you  should 
definitely  look  at  this  as  an  opportuni- 
ty' to  build  up  a  presence,"  he  says. 

Roger  Ibbotson  is  a  highly  respect- 
ed finance  professor  at  Yale  and  presi- 
dent of  the  Chicago- based  market 
strategy  firm  Ibbotson  Asscxiatcs.  He 
says  the  Nikkei's  three-year  decline 
has  put  Japanese  stocks  roughly  on 
par,  by  some  measures,  with  U.S. 
equities.  The  market's  price/earnings 
ratio  is  still  high  at  28,  but  the  price/ 
book  ratio  of  1.8  and  the  price/cash 
flow  ratio  of  8.6  are  txith  lower  num- 
bers. (Here,  cash  flow  is  earnings  plus 
depreciation.)  Corresponding  ratios 
in  the  U.S.:  a  price/b<.K)k  of  2.3  and  a 
price/cash  flow  of  10.3. 

So  w  hat  then  is  the  difference  l-)c- 
uveen  Toyota  and  R>rd?  "Toyota  has 
a  bettor  balance  sheet,"  ji>kcs  Ralph 
Wanger,  manager  t^f  the  highly  suc- 
ce.ssfiil  Acorn  Hund. 

If  you  want  to  get  a  piece  of  Japan, 
either  an  international  mutual  fi.uid  or 
M\  assortment  of  American  Deposi- 
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Brand  names  for  less 

Company/business  ADR 

price 
($US)' 

Canon/office  equipment,  photography  $54.63 

Dainippon  Ink  &  Chemicals/chemicals  37.46 

Fujitsu  Ltd/computers  26.12 

Hitachi  Ltd/semiconductors,  electronics  63.50 

Hitachi  Metals/steel  61.54 

Honda  Motor  Co  Ltd/automobiles  23.38 

Matsushita  Electric  Industrial/consumer  electronics  106.50 

Mitsubishi  Electric  Corp/industrial  electronics  38.39 

NEC  Corp/computers  38.00 

Nippondenso  Co  Ltd/automotive  components  45.20 

Nissan  Motor  Co  Ltd/automobiles  9.38 

Ricoh  Co  Ltd/office  equipment,  photography  18.96 

Sony  Corp/consumer  electronics  33.00 

Toyota  Motor  Corp/automobiles  22.88 

Victor  Co  of  Japan  Ltd/consumer  electronics  14.55 


'  Equivalent  price  if  recent  ADR  quote  not  available.    E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International  Perspective:  Institutional  Brokers  Estimate  System;  Fortxs. 


3-yr 

Price/ 

Ef 

>S 

high 

cash  flow 

1991 

1992E 

$69.50 

8.0 

$2.43 

$2.63 

72.21 

8.1 

0.49E 

0.56 

60.59 

4.2 

0.25 

0.47 

145.00 

4.1 

2.78 

2.97 

138.55 

7.8 

1.89 

2.45 

37.50 

5.6 

1.00 

1.05 

219.00 

7.0 

4.57 

4.81 

87.63 

4.3 

1.20 

1.28 

91.88 

5.2 

0.37 

0.82 

76.66 

7.3 

2.19 

2.02 

23.65 

5.1 

0.61 

0.25 

49.15 

5.1 

0.12 

-0.13 

59.75 

4.3 

2.20 

1.26 

41.43 

6.8 

1.86 

1.18 

42.73 

4.7 

0.12 

-0.13 

Ordinary 

shares 

per  ADR 

5 
10 

5 
10 
10 

2 
10 
10 

5 

4 

2 
5 
1 
2 
2 


Eastern  exposure 


Fund 


International  Equity 
Japan  Fund 
Nomura  Pacific  Basin 
Vanguard  World  IntI  Growth 

•Annualized.    Returns  through  Apr.  30. 
Source:  Mornmgstar.  Inc. 


Total  return 

Annual 

Assets 

%  of  assets 

3-year* 

1-year 

expenses 
per  $100 

($mil) 

in  Japan 

3.3% 

-1.5% 

$1.07 

$141 

25% 

-6.6 

-25.9 

1.26 

340 

84 

-0.1 

-17.4 

1.48 

45 

70 

3.2 

-4.1 

0.52 

931 

25 

Don't  be  put  off 
by  the  weak  recent 
performance  of 
these  funds  with 
Japanese  stocks 
in  their  portfolios. 
They  did  poorly 
precisely  because 
Japanese  stocks 
got  cheap  and  are 
a  buy  now. 


taiy  Receipts  (see  tables  above)  is  the 
way  to  do  it.  Consider  investing  half 
your  target  sum  now  and  half  a  year 
from  now.  Don't  be  surprised  if  the 
market  drops  fijrther. 

ADRs  are  receipts  for  Japanese 
shares  that  trade  like  U.S.  stocks  on 
our  exchanges.  Since  the  average  Jap- 
anese share  trades  at  the  equivalent  of 
$7,  low  by  U.S.  standards,  most  ai:)Rs 
are  set  up  to  be  worth  several  Japanese 
shares. 

ADRS  and  mutual  funds  are  very 
much  the  way  to  go.  Buying  Japanese 
stocks  directly  creates  a  number  of 
additional  worries.  Did  you  get  a  fair 
price  for  your  trade?  What  additional 
charges — like  custodial  fees  to  hold 
the  securities  in  Japan— will  you  have 
to  pay?  What  will  it  cost  you  to  con- 
vert your  yen  dividends  into  dollars? 
Will  you  get  timely  information  on 


your  company? 

The  round  lot  in  Japan  is  1,000 
shares,  so  you  will  have  to  buy  at  least 
that  many.  Commissions  on  the  To- 
kyo Stock  Exchange  are  fixed  at  about 
1 .2%  for  smaller  orders,  but  you  can 
expect  to  pay  more  to  the  U.S.  broker 
that  handles  your  order.  Merrill 
Lynch,  for  example,  will  charge  1 .7% 
on  its  minimum  $25,000  Japanese 
trade.  Forget  the  U.S.  offices  of  Japa- 
nese brokerage  firms;  they  cater  only 
to  institutional  investors. 

Can  you  get  the  information  you 
need  about  your  Japanese  holdings? 
Yes.  Buying  through  a  fi.ill-ser\'ice 
broker  like  Merrill  or  Shearson  will 
help.  These  and  other  tlill-ser\'ice  bro- 
kers maintain  offices  and  analysts  in 
Japan.  Merrill  is  way  ahead  with  a 
number  of  quarterly  and  monthly 
publications  with  information  on  spe- 


cific stocks.  MerrilPs  quarterly  .\dr 
review  is  a  good  start.  Of  course,  these 
reports  go  only  to  customers  with 
significant  account  balances.  "A  cou- 
ple of  hundred  aors  won't  cut  it," 
says  Mauricio  Rodriguez,  a  Merrill 
Lynch  broker  with  a  number  of  inter- 
national accounts. 

Don't  ht)ld  your  breath  waiting  for 
quarterly  reports.  "Japanese  compa- 
nies are  only  required  to  report  the 
way  they  do  at  home,  twice  a  year," 
says  John  Mesene,  an  adr  specialist  at 
the  Bank  of  New  York.  The  100  or  so 
Japanese  companies  that  offi:r  adrs 
provide  sketchy  quarterly  announce- 
ments, plus  annuals,  in  Hnglish. 

Another  excellent  source  of  data: 
Morninqstnr  Jnpau,  a  biweeklv  invest- 
ment letter,  in  the  st>  le  of  Value  Line, 
that  covers  700  equities.  It's  available 
for  $395  a  year  ft-om  Morningstar's 
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Chicago  office.  Or  get  the  Japan 
Company  Handbook,  published  by 
Toyo  Keizai  Inc.  in  New  York  City. 
Its  two  volumes,  published  quarterly, 
cover  nearly  2,800  companies.  The 
first  volume  covers  what's  called  the 
first  section  in  Japan,  roughly  akin  to 
the  New  York  Stock  Exchange.  The 
second  volume  covers  regional  and 
over-the-counter  exchanges.  Each 
volume  is  $55.  Also  try  your  target 
company's  20F  filing,  a  report  similar 
to  a  U.S.  corporation's  lOK  that  the 
Securities  &  Exchange  Commission 
requires  of  every  foreign  company. 
Try  the  company's  U.S.  headquar- 
ters, your  broker  or  one  of  the  services 
that  sell  SEC  documents.  "You'll  see 
information  on  market  share  and 
competition  in  detail  you  won't  see  in 
Japanese  reports,"  notes  Donald 
Krueger,  a  global  strategist  with  the 
Templeton  Funds. 

What  about  dividends!*  They  are 
subject  to  a  15%  withholding  tax  by 
Japan.  The  withholding  can  generally 
be  credited  dollar  for  dollar  against 
your  U.S.  tax  bill,  so  it  effectively 
doesn't  cost  you  anything.  Investors 
in  mutual  funds  can  often  escape  this 
hassle.  Those  in  adrs  cannot.  In  any 
case,  most  Japanese  companies  make 
tiny  payouts,  preferring  to  reinvest  in 
their  business  or  in  shares  of  other 
companies  with  which  they  are  friend- 
ly. Thus,  if  your  investment  pays  off,  it 
will  pay  off  largely  in  the  form  of  a 
capital  gain.  Japan  will  not  tax  your 
capital  gains,  but  of  course  the  iRS  will 
demand  its  cut  of  gains  earned  by  U.S. 
residents. 

For  a  list  of  promising  ADRs,  we 
asked  Morgan  Stanley  Capital  Inter- 
national to  search  its  database  for 
companies  with  cash  flow  growth 
greater  than  the  national  average  over 
the  last  four  years  (which  came  to  9% 
annually)  and  prices  below  the  mar- 
ket's average  multiple  of  8.6  times 
cash  flow. 

Our  table  of  fiinds  consists  of  those 
no-loads  with  significant  Japanese 
holdings  and  the  lowest  expense  ra- 
tios. You  can  also  put  some  weight  on 
performance.  But  don't  choose  a  Pa- 
cific Basin  fimd  simply  because  it  beat 
some  other  Pacific  Basin  fund  in  re- 
cent years.  The  best  performers,  by 
this  measure,  are  the  ones  with  the 
lowest  Japanese  exposure.  That's  the 
reverse  ot  what  you  want.  ■■ 


Mexico  is  an  economic  miracle  but  a  long  since 
discovered  miracle.  Some  of  the  smart  money  is 
already  taking  its  profits  on  the  Bolsa. 


Too  late^ 


By  Claire  Poole 


Five  years  ago,  when  Mexico  was 
given  up  for  dead  by  U.S.  investors, 
Telefonos  de  Mexico  traded  over- 
the-counter  at  2V2  for  each  of  the 
company's  current  NYSE-traded 
American  Depositary'  Shares.  Now  ev- 
eryone wants  in  on  Mexico.  Telmex, 
whose  shares  went  on  the  Big  Board  a 
year  ago  at  27V4,  has  since  doubled  to 
a  recent  56%. 

Thus  with  the  whole  Mexican  mar- 
ket. In  late  March  the  Index  of  Prices 
&  Quotes,  Mexico's  version  of  the 
Dow  Jones  industrial  average,  topped 
1900  before  stabilizing  recently  near 
1840;  five  years  ago  the  index  was  at 
an  inflation-adjusted  140.  With  its 
market  capitalization  suqiassing  S140 
billion,  the  Mexican  Bolsa  is  now  the 
ninth-largest  market  in  the  world. 

No  surprise  that  Mexican  compa- 
nies are  taking  advantage  t)f  the  new 
popularity  of  their  market  to  raise 
money  in  the  IIS.  At  least  20  Mcxi 
can  companies  now  traded  only  in 


pesos  or  privately  held  are  expected  to 
tap  overeager  buyers  in  the  U.S.  by 
raising  U.S.  dollars  \ia  .\dr  offerings 
or  private  placements.  (For  a  sample, 
see  table,  p.  198. )  The  new  companies 
would  join  20  others  that  already  have 
stock  trading  in  the  U.S. 

If  your  broker  ofi'crs  them  to  you, 
tread  warily.  The  Bolsa's  price/earn- 
ings ratio  now  averages  1 5 — versus  1 2 
just  a  year  ago.  At  that  level,  equities 
are  almost  as  expensive  in  Mexico  as  in 
the  U.S. — which  is  by  no  means  cheap 
at  current  kvels.  (The  s&r  500  is 
trading  at  18  times  inflation-adjusted 
a\eraged  earnings  over  the  last  five 
years.) 

Analvsts  who  follow  Mexican 
stcKks  are  loath  to  say  bluntly  that  the 
market  is  overheated,  but  ihe\  will 
hint  in  that  direction  by  saxing  that  it 
is  bccc)ming  more  selective,  meaning 
you  ha\e  to  be  vcr>-  luck)'  to  get  a 
stock  that  goes  up. 

A  tew  things  to  remember: 
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INTERNATIONAL 
EXPERTS 

WHEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NOBODY  OFFERS  MORE  THAN  T.  ROWE  PRICE 

Overseas  investing  can  increase  returns  while  diversifying  portfolios.  T.  Rowe  Price,  a  pioneer 
in  foreign  investing,  can  help  you  take  advantage  of  these  benefits.  We  offer  seven  no-load  inter- 
national funds,  including  the  International  Stock  Fund,  which  has  outperformed  the  Lipper 
average  for  all  international  funds  for  the  past  1,  5,  and  10  years.  * 

Experience  and  expertise.  More  than  a  decade  ago,  we  teamed  with  Britain's  century-old  Robert 
Fleming  Holdings,  Ltd.,  to  form  Rowe  Price-Fleming,  adviser  to  our  international  funds.  As 
America's  largest  manager  of  no-loadlntemational  mutual  fund  assets,  with  access  to  on-site 
research  analysts  worldwide,  Rowe  Price-Fleming  has  the  extensive  resources  needed  to  find 
investments  with  strong  long-term  potential. 

Call  for  a  free  report.  Our  international  investing  report  discusses  factors  you  should  consider 
when  investing  overseas,  including  currency  fluctuations  and  other  special  risks.  It,  along 

with  the  prospectus,  can  help  you  choose 
the  fund(s|  best  suited  to  meet  your  invest- 
ment goals.  $2,500  minimum  per  fund 
($1,000  for  IRAs).  No  sales  charges. 

r 


SEVEN  NO-LOAD  OPPORTUNITIES 

Objective: 

Fund: 

Investment  Focus: 

Growth 

International 
Stock 

Large  companies  out- 
side the  U.S. 

European 
Stock 

Both  large  and  small 
European  companies 

Japan 

Established  Japanese 
companies  of  any  size 

Aggressive 
Growth 

International 
Discovery 

Small,  fast-growing 
foreign  companies 

New  Asia 

Large  and  small  com- 
panies in  Asia  and  the 
Pacific  Basin,  outside 
Japan 

Income 

Global 

Government 

Bond 

High-quality  foreign 
and  U.S.  Government 
bonds 

Aggressive 
Income 

International 
Bond 

High-quality  foreign 
corporate  and  govern- 
ment bonds 

Call  24  hours  for  a  free  report 
The  Basics  Oiinternaiionai  Investing 

1-800-541-6127 


T.  Rowe  Price,  100  E.  Pratt  St. 

Baltimore,  MD  21202 

Please  send  me  your  free  report. 

The  Basics  Of  International 

Investing,  plus  a  prospectus 

with  more  complete  information, 

including  management  fees  and 

other  charges  and  expenses,  for  the  fund(s) 

indicated.  I  will  read  the  prospectus  carefully  before 

I  invest  or  send  money. 


D  International  Stock 
D  European  Stock 
D  Japan 
D  International 
Discovery 


D  New  Asia 

D  Global  Government 

Bond 
D  International  Bond 


Name 


Address 


City/State/Zip 


lUMBOISSgi 


Phone  D  Home      D  Business 


Im^est  With  Confidence 

TRoweftice 


"Average  annual  returns  for  the  1-,  5-.  and  10-year  periods  ended  3/31/92  are  5  4%,  8  0%,  and  18  7%  (or  International  Stock  Fund,  and  1  5%,  5  3%.  and  15  6%  for  all 
international  funds,  according  to  Lipper  Analytical  Services,  inc  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gam  distributions  Investment 
return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Total  return  represents  past  performance  and  cannot 
guarantee  future  results  T  Rowe  Price  Investment  Services.  Inc  ,  Distributor 


INTERNATIONAL  INUESTIN6 


The  Mexican  flood 

*  Company/business 

1991  sales 

1991  earnings 

Recent 

P/E 

Price/ 

Yield 

1^ 

($mil) 

($mil) 

price  {$US) 

book  value 

'  Apasco/cement 

$326 

$52 

$3.50 

16.2 

140% 

0.6% 

Arka/brokerage 

34 

8 

2.03 

6.2 

140 

0.6 

Banacci-CCP/financial  services 

2,148E 

516E 

6.49 

15.0 

170 

0.0 

Comercial  Mexicana/supermarkets 

1,417 

68 

1.31 

17.2 

230 

0.7 

Desc/diversified 

1,593 

66 

3.36 

11.2 

110 

2.9 

GBM-Atla/financial  services 

307E 

50E 

4.54 

23.0 

110 

0.0 

Gemex/beverages 

287 

30 

8.23 

21.3 

530 

0.0 

Grupo  Mexico/mining 

911 

38 

2.50 

19.1 

60 

0.0 

Maseca/tortillas 

357 

40 

a.79 

16.0 

340 

2.5 

Nadro/drugstores 

550 

18 

14.98 

14.8 

450 

0.8 

Quadrum/transportation 

51 

5 

5.15 

9.2 

140 

0.0 

Sanbom/retailing 

323 

26 

3.55 

19.0 

160 

0.0 

Serfin-Obsa/financiai  services 

1,271E 

156E 

0.45 

19.4 

130 

0.0 

Soriana/supermarkets 

539 

26 

3.20 

13.6 

120 

0.0 

Synkro/consumer  products 

183 

21 

2.10 

10.8 

160 

0.0 

Prices  as  of  May  20.     E;  Estimate. 

Sources:  Accionesy  Valores;  Forbes. 

Make  way  for  offerings  from  south  of  the  border.  Here's  a  sampling  of  those  that  already  trade 
on  the  Mexican  Bolsa  and  may  appear  in  the  U.S.  as  ADRs. 


Despite  its  recent  strength,  the 
Bolsa  is  not  as  liquid  as  U.S.  markets 
and  is  even  more  volatile.  Liquidity.'' 
Around  70%  of  the  trading  takes  place 
in  just  20  of  the  200  companies  listed. 
Telmex  so  dominates  the  Bolsa  that 
news,  either  good  or  bad,  on  this 
stock  can  move  the  entire  market.  In 
early  March  the  Bolsa  dropped  sharp- 
ly after  the  Mexican  government's 
announcement  that  it  was  planning  to 
place  another  5%  of  Telmex  shares  in 
the  stock  market. 

Volatilit)'?  Tubos  de  Acero  de  Mex- 
ico, or  Tamsa,  is  a  big  producer  of 
seamless  steel  pipe  for  the  petroleum 
industry'.  Last  October  this  company 
sold  4  million  shares  outside  Mexico 
at  lOVi  in  an  offering  led  by  First 
Boston  and  Obsa  International.  The 
stock  got  as  high  as  IIV4  on  the 
American  Stock  Exchange,  then  skid- 
ded in  early  April  to  SVa,  its  lowest 
level  in  almost  two  years.  What  hap 
pened.''  After  reporting  one  of  its  best 
years  yet,  Tamsa  announced  that  de- 
teriorating exports,  which  make  up 
half  of  the  company's  sales,  would 
seriously  affect  1992  results.  It's  now 
trading  at  6Vn,  or  eight  times  earnings. 

Those  who  bought  Vitro,  the  v$3 
billion    Monterrey    glassmaker    and 
Mexict)'s  largest  industrial  congU)m 
crate,  weren't   much   luckier.   Vitro 


sold  6.5  million  shares  on  the  Big 
Board  last  November  at  25%  in  an 
offering  led  by  First  Boston.  After 
rising  to  as  high  as  32V4  in  March,  the 
stock  dropped  to  21%,  taking  the 
Bolsa  with  it.  Why?  Worse-than-ex- 
pected  news  that  Vitro's  net  earnings 
had  fallen  nearly  20%  in  1991  because 
of  debt  refinancing  costs  and  higher 
income  taxes.  The  stock  is  still  down 
at  around  23%. 

Cementos  Mexicanos,  more  com- 
monly known  as  Cemex,  is  a  $1.7 
billion  cement  producer,  the  largest 
in  North  America  and  fourth  largest 
in  the  world.  It  wanted  to  raise  $1.2 
billion  in  an  international  stock  offer- 
ing to  pay  down  debt.  When  investors 
balked,  Cemex's  underwriters,  led  by 
Morgan  Stanley,  chopped  the  offer- 
ing in  half,  and  ended  up  selling  the 
stock  in  April  at  a  6%  discount.  The 
shares  are  hovering  around  the  offer- 
ing price  of  56,200  pesos  ($18)  on 
the  Mexican  Bolsa;  this  t)nc  is  not  yet 
available  as  an  aor. 

What  stocks  are  being  packaged  for 
export  to  Americans?  Grupo  Dcsc  is 
one  of  them.  Mexico's  fifth  largest 
industrial  group,  with  $1.6  billion  in 
sales,  it  plans  a  $300  million  otfering 
sometime  this  summer,  and  is  trading 
at  1.1  times  book  mu\  1 1  times  earn 
ings.   The  company,  however,  is  suf- 


fering. While  its  real  estate  and  auto 
parts  divisions  are  profitable,  Desc 
desperately  needs  to  sell  off  unprofit- 
able divisions  like  petrochemicals  and 
dump  unrelated  divisions  like  poultn, . 
Last  year  Desc  reported  earnings  of 
$66  million — a  20%  drop  ft"om  the 
previous  year — on  flat  sales.  Do  you 
realK'  want  to  pay  1 1  times  earnings 
for  something  whose  earnings  are  go- 
ing down? 

In  the  industrial  sector,  it's  proba- 
bly better  to  stick  with  the  cement  and 
construction  companies.  Luis  Marti- 
nez, analyst  with  Invcrlat  in  Mexico 
City,  likes  Cementos  de  Chihuahua,  a 
privately  held  subsidiar\-  of  Cemex 
that  dominates  iMcxico's  fast  grow- 
ing Northwest  cement  market.  Ce- 
mentos de  C^hihuahua  is  planning  a 
$130  million  initial  public  otfering 
sometime  this  year  to  finance  con- 
struction of  an  850,000  ton  cement 
plant  near  the  border  tow  ns  of  C  judad 
Juarez  and  HI  Paso. 

Hermann  vi>n  Renrab,  analyst  with 
Arka  Securities  in  I.a  jolla,  Calif,  likes 
$326  million  (sales)  Apasco,  the 
fourth -largest  cement  pnxlucer  in 
Mexici\  controlled  by  the  Switzer- 
land based  Holderbank.  Apa.sco  has 
been  taking  business  away  fix>m  Ce- 
mex, he  savs,  and  is  better  financed. 
Apasco  is  al.so  considering  an  t)tlering. 
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What  the  turboprop  industry  wishes 
would  go  away  really  fast. 


Some  people  who  make  turboprops 
would  like  to  see  the  new  CitationJet 
go  away  in  a  hurry. 

We'd  be  happy  to  oblige. 

The  CitationJet  cruises  up  to  140 
mph  faster  than  the  leading  turboprop. 
What's  surprising,  however,  is  that  it 
does  so  on  less  fuel. 

Why?  Turboprops  still  drone  along 
on  designs  of  the  1960s.  But  the 
CitationJet  cuts  through  the  air  with 


extraordinarily  efficient  new  technology. 

Its  natural  laminar-flow  wing  is  a  highly 
advanced  aerodynamic  design.  And  the 
aircraft  is  powered  by  new,  highly  efficient 
Williams/Rolls  FJ44  turbofan  engines. 

Yet  with  all  these  advantages,  the 
CitationJet  costs  less  to  buy  than  the 
leading  turboprop.  About  a  million 
dollars  less.  And  it  will  be  certified  for 
single-pilot  operation. 

So  if  price  and  operating  costs  have 


stood  betw^een  you  and  a  business  jet, 
they  just  went  by  the  wayside. 

At  around  437  mph. 

For  more  information,  write  to 
Gary  W  Hay;  Senior  Vice  President  of 
Marketing;  Cessna  Aircraft  Company; 
P.O.  Box  7706;  Wichita,  KS  67277. 
Or  call  l-80a4-CESSNA.      


CitationJet 
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A  handful  of  Mexican  supermarkets 
are  headed  for  the  international  mar- 
kets this  year.  One  is  the  $1.4  billion 
(sales)  Comercial  Mexicana,  the 
third-largest  and  most  profitable  su- 
permarket chain  in  Mexico.  Comer- 
cial has  hooked  up  with  Price  Co.  to 
build  warehouse  clubs  in  Mexico,  the 
first  of  which  opened  in  February  and 
is  already  exceeding  its  sales  goals. 

Another  is  Soriana.  The  $540  mil- 
lion (sales)  supermarket  chain,  with 
stores  mostly  in  northern  Mexico, 
hasn't  yet  hooked  up  with  an  Ameri- 
can retailer.  It's  now  facing  competi- 
tion from  Cifra,  which  plans  to  enter 
Soriana's  northern  markets  this  year 
with  its  Wal-Mart-inspired  discount 
clubs.  Soriana's  sales  were  already  flat 
last  year. 

Among  specialty'  retailers,  Nomura 
Research  Institute's  Jorge  Suarez 
likes  Nacional  de  Drogas,  or  Nadro, 
Mexico's  largest  drugstore  chain, 
with  $550  million  in  sales.  He  also 
likes  Sanborn,  the  $323  million 
(sales)  combination  five-and-dime/ 
coftee-shop  chain  controlled  by  Tel- 
mex's  Carlos  Slim.  Both  are  talking 
about  international  offerings. 

Several  Mexican  financial  groups 
will  be  looking  for  international  fi- 
nancing this  year  and  next,  hoping  to 
repeat  Grupo  Financiero  Bancomer's 
$837  million  private  placement  in 
March  by  J. P.  Morgan.  Nomura's 
Suarez  likes  Banacci,  which  consists  of 
recently  privatized  Banamex,  Mexi- 
co's largest  bank,  and  Acciones  y  Va- 
lores,  Mexico's  top  brokerage  firm 
(FORRHS,  Mar.  30).  He  also  likes 
Operadora  de  Bolsa,  or  Obsa,  Mexi- 
co's largest  retail  brokerage  firm, 
which  recently  bought  Banca  Serfin. 
He  recommends  avoiding  smaller  of- 
ferings like  Arka  and  Prime,  both 
brokerage  firms  that  haven't  hooked 
up  with  banks  but  ma\'  have  offerings 
in  the  next  year. 

\Vlien  the  public  gets  into  a  market, 
the  early  birds  often  get  out.  There  are 
signs  this  is  happening  in  Mexico.  In 
April  short -selling  became  legal  in 
Mexico  for  the  first  time.  That  highly 
successfiil  investor  Paul  Tudor  Jt)ncs 
is  said  to  be  shorting  Mexican  stocks. 
The  fabled  George  Soros  has  cut  back 
on  his  Mexico  holdings. 

Our  advice:  Wait  for  a  good  reac- 
tion before  making  any  major  com 
mitmcnts  to  Mexican  stocks.  ■■ 


Right  now  European  stocks  look  a  lot  cheaper  than 
U.S.  stocks.  Here's  a  smart  way  to  play  Europe. 

Europe 
at  15%  off 


By  Suzanne  Oliver 

By  almost  any  conventional  mea- 
sure, U.S.  equities  are  expensive  to- 
day. Nearly  ever\'  market  in  Europe  is 
cheaper  than  the  U.S.  stock  market  in 
price  to  book  value,  price  to  cash  flow 
and  price  to  earnings. 

Investors  who  look  for  value  rather 
than  hot  trends  would  be  smart  to 
consider  European  stocks  right  now. 
Most  of  Europe  is  in  a  recession.  So 
was  the  U.S.  during  1991,  when  the 
S&P  500  gained  30%.  That  rally  was 
fueled  by  falling  interest  rates  and 
anticipation  of  an  economic  rebound. 

Mark  Edwards,  a  manager  of  the  T. 
Rowe  Price  European  Stock  Fund, 
expects  the  same  thing  to  occur  in 
Europe.    Recendy    the    U.K.    and 


France  cut  interest  rates  slightly. 
"The  Bundesbank  may  not  ease  sig- 
nificantiy  until  the  first  quarter  of 
1993,"  says  Edwards.  "But  if  people 
start  to  sniff"  interest  rate  easing,  the 
markets  could  take  off." 

How  to  play  the  prospective  recov- 
ery? You  can  spend  a  lot  of  time 
learning  about  European  companies 
or  you  can  buy  a  good  no-load  fund 
and  let  someone  else  do  the  tough  job 
of  selection  for  you.  Investors  looking 
for  no-load  mutual  fiinds  do  not  have 
many  choices.  There  is  the  T.  Rowe 
Price  European  Stock  Fund,  up  9%  in 
the  past  12  months,  or  the  Vanguard 
International  Equit\'  Index  Fund  Eu- 
ropean Portfolio,  up  11%.  The  Van- 


Discount  fares 

Fund 

Assets 
($mil) 

Discount 

Annual 
expenses 
per  $100 

Yield 

Austria 

$80 

7.2% 

$1.68 

0.0% 

Emerging  Germany 

126 

16.1 

1.70 

3.1 

Europe 

102 

8.4 

1.58 

3.0 

France  Growth 

127 

13.0 

2.14 

2.6 

Future  Germany 

179 

13.8 

1.29 

0.0 

Growth  Fund  of  Spain 

203 

13.5 

1.23 

1.5 

GT  Greater  Europe 

178 

14.2 

1.87 

1.2 

Irish  Investment 

46 

16,2 

1.69 

5.5 

Italy 

64 

15.6 

1.62 

3.7 

New  Germany 

354 

13.7 

1.13 

0.0 

Scudd«f  New  Europe 

157 

11.1 

1.85 

5.7 

Spain 

119 

6.9 

1.98 

1.6 

United  Kingdom 

40 

14.4 

1.88 

6.6 

Assets  as  of  Mar.  31.     Yield  on  market 

price  as  of  Apr.  30. 

Cash  flow  IS  evnirtgs  plus  depreciahon. 

NA:  Not  available  or  not  applicable. 

Sources.  Mormngstar.  Inc.:  Morgan  Stanley  Capital  International  Perspectnft: 

Forbes. 

Closed-end  funds  selling  at  less  than  their  asset  values 
are  a  cheap  way  to  get  to  Europe. 
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guard  fund  tracks  an  index  of  about 
600  stocks  from  13  European  coun- 
tries. It  has  a  ver)'  attractive  expense 
ratio  of  only  0.33%  (33  cents  a  year  for 
every  $  1 00  you  invest).  That  low  ratio 
is  one-fifth  the  average  for  interna- 
tional funds. 

But  for  more  venturesome  inves- 
tors there's  a  cheaper  way  to  buy 
"Europe  toda>':  through  closed-end 
funds.  These  trade  on  stock  ex- 
changes at  prices  that  can  be  more  or 
less  than  their  asset  values,  depending 
on  demand.  Currendy  most  Europe- 
an closed -ends  are  trading  at  wide 
discounts  to  their  asset  values. 

You  can  get  the  France  Growth 
Fund  at  a  1 3%  discount  to  its  net  asset 
value.  In  the  latest  12  months  the 
fund  has  lagged  the  French  market's 
24%  rise.  That  is  because  fund  manag- 
er Philippe  Cartier  has  moved  the 
fund  into  cyclical  and  interest- rate - 
sensitive  stocks,  but  the  recent  rally 
favored  growth  stocks  instead.  The 
United  Kingdom  Fund,  at  a  14%  dis- 
count, also  has  weightings  in  o'clical 
stocks.  Since  John  Major  was  reelect- 
ed, the  U.K.  market  has  rallied,  but 
Edwards  thinks  earnings  won't  turn 
up  until  next  year. 

Three  heavily  discounted  closed- 
end  fiinds  invest  in  Germany.  Emerg- 
ing Germany  and  New  Germany 
Funds  invest  in  small  and  medium- 
capitalization  stocks.  Future  Germa- 
ny holds  mosdy  German  blue  chips 


and  is  a  clone  of  the  better-known 
Germany  Fund.  Germany  and  Future 
Germany  are  managed  by  Deutsche 
Bank's  John  Abbink,  but  Germany 
trades  at  a  3%  discount,  while  Future 
Germany  has  a  14%  discount. 

The  Spanish  stock  market  is  down 
this  year,  and  the  three-year-old  pre- 
mium on  the  Spain  Fund  has  finally 
dropped  to  a  discount.  Still,  the  larger 
Growth  Fund  of  Spain  is  a  better  buy. 
Besides  outperforming  Spain  Fund 
since  its  1990  debut.  Growth  Fund  of 
Spain  has  a  bigger  discount  and  a 
lower  expense  ratio  than  does  the 
Spain  Fund. 

Italian  stocks  are  Europe's  cheapest 
relative  to  their  book  values  and  cash 
flows.  Those  low  valuations  reflect  a 


lack  of  confidence  in  the  Italian  gov- 
ernment and  the  Italian  economy;  if 
you  are  more  sanguine,  buy  the  Italy 
Fund,  managed  by  Shearson  Lehman 
Global  Asset  Management.  The  fund, 
currendy  trading  at  a  16%  discount  to 
its  net  asset  value,  has  had  only  one  up 
year  since  its  1986  beginning. 

The  table  opposite  lists  13  closed- 
end  fiinds  trading  at  discounts  of  6% 
or  more.  You  can  buy  a  diversified 
fiind  such  as  the  Europe  Fund  or 
assemble  your  own  basket  of  assorted 
countTN'  funds.  If  your  time  horizon  is 
short,  you  are  better  off  at  the  Van- 
guard or  T.  Rowe  Price  no-loads, 
where  expense  ratios  are  low  and  you 
are  assured  of  being  able  to  exit  at  full 
net  asset  value.  ^ 


By  three 
significant 
measures, 
European  stocks 
are  cheaper 
than  U.S.  stocks. 


What  markets  cost 

Country 

Price/ 

Price/ 

Price/ 

book  value 

cash  flow 

earnings 

Austria 

169% 

4.7 

27.7 

France 

168 

6.9 

15.6 

Germany 

192 

4,9 

16.7 

Ireland 

157 

9.7 

14.3 

Haly 

110 

2.6 

14.9 

Spain 

119 

4.8 

10.0 

UK 

200 

9.4 

16.7 

US 

228 

10.3 

23.8 

Based  on  prices  as  of  Apr.  30 

Source:  khrgan  Stanley  Capital  International  Perspective. 
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INTERNATIONAL  INVESTING 


You  can  make  a  very  good  return  investing  in 
Latin  American  debt.  Here's  how  to  size  up 
the  risks  and  the  rewards. 

Looking  south 
for  better  yields 


By  Joel  Millman 


Mexico,  Argentina,  Chile  and  even 
Venezuela  and  Colombia  are  getting 
tiieir  economies  back  into  shape.  Bor- 
rowers, both  corporate  and  govern- 
mental, have  the  wherewithal  to  repay 
dollar  debts;  even  local-currency 
bonds  are  turning  in  good  returns  for 
foreign  holders. 

Short-term  government  bonds 
payable  in  Mexican  pesos,  for  in- 
stance, offer  a  healthy  12.8%  coupon, 
yet  the  peso  has  depreciated  only  2.7% 
against  the  U.S.  dollar  over  the  past 
year.  If  the  peso  maintains  that  kind  of 
strength,  a  U.S.  buyer  will  net  10%, 
not  bad  for  short-term  debt  at  a  time 
when  U.S.  Treasury  bills  earn  but  4%. 

Of  course,  there  is  no  such  thing  as 
a  risk- free  10%  return.  If  you  want  to 
get  a  piece  of  the  action  south  of  the 
border,  stop  long  enough  to  rctlcct 
on  what  has  happened  to  some  of  the 
investors  who  went  before  you.  Cu- 
ban bonds  were  once  thought  solid, 
pre-Castro.  U.S.  banks  had  to  write 
off  tens  of  billions  in  Latin  loans  in  the 
1980s.  In  1982  Mexico  forcibly  con- 
verted dollar  deposits  at  unfavorable 
rates  into  rapidly  depreciating  pesos. 
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So  what's  different  now.>  Latin 
America  is  finally  turning  away  fi-om 
socialism  and  its  first  cousin,  statism. 
State  enterprises  are  being  privatized, 
taxes  are  being  collected  and  flight 
capital  is  returning  in  the  billions  of 
dollars.  Inflation  is  down  everywhere 
except  Brazil. 

U.S.  investors  who  want  to  buy 
Latin  debt  cannot,  unfortunately,  get 
a  pure  dose  of  it  through  any  SEC- 


Stick  with  strong  currencies 

Country  Short-term  Currency 

govt  bond  rates     depreciation^ 


Argentina 

8.1% 

-1.0% 

Chile   ' 

8,0 

-2.2 

Mexico 

12.8 

-2.7 

Venezuela 

38.0 

-15.9 

Brazil^ 

924.0 

-90.1 

'May  1991  to  May  1992.  'Annualized  inflation  adjusted. 
19%  per  month.  Sources.-  Deltec  Securities,  Interna- 
tional Finance  Corp. 

A  90.1%  devaluation  turns  a  924%  yield 
into  a  dollar  return  of  1.4%. 


registered  fund,  although  many  inter- 
national bond  funds  have  a  portion  of 
their  assets  in  Latin  America.  But 
there  are  other  alternatives. 

One  is  to  buy  marketable  govern- 
ment securities  through  a  foreign 
broker.  Don't  waste  your  time  with 
the  big  U.S.  brokerage  houses.  So  far 
they  have  been  interested  in  buying 
these  securities  only  for  institutional 
investors.  Discounter  Charles  Schwab 
simply  doesn't  handle  foreign-cur- 
rency debt. 

A  very  accessible  instrument  for 
smaller  investors  is  the  Mexican 
equivalent  of  our  T  bill,  called  Cete 
(for  Certificado  de  la  Tesoreria). 
Cetes  paid  rates  as  high  as  24%  (dis- 
count basis)  early  last  year,  and  16%  at 
the  beginning  of  1992.  Lately  the 
rates  have  been  holding  steady  at 
around  1 3%-  still  attractive  in  light  of 
the  peso's  recent  strength. 

A  one -year  Cete  for  100  million 
pesos  (about  $33,000)  would  cost 
you  a  markup  of  about  $75  over  its 
wholesale  price.  On  top  of  this,  you 
have  a  currency  conversion  cost,  but 
the  Mexican  brokerage  firms  say  this 
is  minimal.  Obsa,  for  example,  says 
that  it  is  willing  to  buy  dollars  at  only  1 
peso  less  than  what  it  sells  dollars  for, 
on  trades  of  53 3, 000.  This  equates  to  . 
a  round-trip  conversion  cost  of  only 
0.05%.  Markups  and  conversion 
spreads  would  nick  your  return  on  the 
Cete,  but  it  would  still  be  well  above 
that  available  in  the  U.S.  except  on 
the  junkiest  of  junk  bonds. 

Trader  Roberto  V'ertheKi  at  Op- 
penheimer  &  Co.  is  a  bull  on  Argenti- 
na. He  has  been  touting  Bic  X^'s  (for 
the  fifth  series  of  government  Bonos 
de  Inversion  v  Crecimiento),  available 
in  $100,000' chunks.  The  bic  V  is  a 
ten-year  self- amortizing  bond,  with 
payments  (in  pesos)  currendy  run- 
ning at  2  85%  of  the  bond's  principal. 
Of  this  distribution,  2%  is  interest  (for 
a  compounded  \ield  of  26%)  and  the 
rest  a  return  of  principal.  Convert 
\our  monthly  payout  immediately, 
even  though  small  trades  arc  expen- 
sive in  the  currency  market.  Argentina 
has  a  law  pegging  the  peso  1-to-l  to 
the  dollar,  but  then,  you  never  know . 

Another  option  is  to  walk  into  a 
U.S.  branch  of  a  l^rin  bank  and  ask 
how  to  t^pen  a  pest>  account  with  the 
home  ortice.  Ihc  bank  may  wire  your 
dollars  south,  where  they  will  be  con- 
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Who  Has  A  World  of 
International  Experience? 


Zurich-American.  We  cover  the  globe  in  order  to 
cover  your  business. 

In  fact,  as  part  of  the  worldwide  Zurich  Insurance 
Group,  one  of  the  largest  insurance  organizations, 
we  can  offer  a  worldwide  network  doing  business  in 
over  80  different  countries. 

And  risk  management  products  and  services 
are  our  only  concern.  So  you  are  assured  of  in-depth 
understanding,  commitment  and  professionalism, 
both  for  foreign  exposures  of  American  companies 
and  American  subsidiaries  of  foreign  corporations. 

So,  if  you're  looking  for  truly  expert  international 
service,  just  look  to  Z-A.  Zurich-American. 


ZURICH-AMERICAN 

:^        INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  ■  American  Guarantee  and  Liability  InsurarKe  Comptany  •  Lxecuttve  Offlcet.  Schaumburg.  I L  60196 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


erica's  at  work  with  Packard  Bell. 


\ 


\  \  \  \  \ 
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Growing  a  business  isn't  easy.  But  you  did  it. 

With  brains.  Desire.  The  right  tools.  Tools  like 

the  Packard  Bell  486/33  computer  that  links  offices,  opcrarions  and  resources. 

Efficiendy,  eflfectively,  reliably.  Which  is  how  Packard  Bell  itself  delivers 

world  class  qualirv,  service  and  technical  support.  None  better. 

PACKARD  BELL  OS 

America  grew  up  listening  to  us.  It  still  does. 


Corporate  Headquarters:  9425  Canoga  Ave.,  Chat!worth,  CA  91311     1-818-886-0400 
USA  Canada  United  Kingdom  Germany  Italy  Japan  Netherlands  France 

Not  affiliated  with  any  fonner  Bdl  System  cntit\'.  The  Intei  Insde  togo  is  a  tndemari  of  Intel  Corpontion 


Hong  Kong  Isnd  Spaii 


verted  into  the  local  curreno'.  Recent 
rates  on  foreign -curreno'  bank  CDs: 
Mexico,  12%;  Argentina,  12%;  Vene- 
zuela, 30%  to  40%.  Again,  there  is  a 
haircut  on  your  conversion.  The  bank 
will  probably  offer  an  attractive  rate 
going  into  the  peso — the  banks  are 
hungry-  for  U.S.  dollars — while  offer- 
ing a  poorer  deal  when  you  want  to 
turn  your  money  back  into  dollars. 

Taxes?  There's  no  tax  withholding 
by  Mexico.  Interest  is,  of  course,  tax- 
able to  U.S.  residents.  Currency-  losses 
incurred  on  a  debt  security'  are  de- 
ductible as  an  ordinary'  loss,  says  Mon- 
ica Sabo  of  Arthur  Andersen's  Chica- 
go office. 

The  final  option  is  to  ask  a  foreign 
bank  or  brokerage  for  information 
about  buying  shares  of  a  foreign- 


State  enterprises  are 
being  privatized,  taxes 
are  being  collected  and 
flight  capital  is  return- 
ing in  the  billions. 


operated  fixed -income  mutual  fimd. 
Mexico's  Bolsa  de  \'alores,  for  exam- 
ple, carries  more  than  80  of  these 
open-ended  rentasfijas,  most  of  them 
*  carrying  loads  of  less  than  1%.  \Miile 
the  account  must  be  opened  in  Mexi- 
co, that  doesn't  mean  the  investor  has 
to  present  himself  down  there.  U.S. 
offices  of  the  biggest  Mexican 
houses — ^Arka,  Inverlat,  Obsa,  for  ex- 
ample— are  all  equipped  to  put  you  in 
touch  with  the  home  office.  The  top 
performer,  the  Finreal  fimd  spon- 
sored by  Inverlat,  earned  a  ton! 
( peso)  return  of  33%  last  year,  or  30 
when  converted  back  into  dollar- 
Minimum  account,  S33,000. 

Is  it  safe  to  play  Latin  debt  for  that 
extra  \ield.'  Not  if  you  are  betting 
grocery  monc\'.  "The  capital  flows 
coming  into  the  region  right  now  are 
enormous,  so  it's  a  relatively  safe 
bet,"  says  Gerard  Finneran,  manag- 
ing director  of  Trust  Co.  of  the  West, 
a  highly  regarded  Los  Angeles- based 
specialist  in  Latin  debt  restructurings. 
"But  you  have  to  know  when  it's  time 
to  get  off  the  merr\  -go-round."  Put  it 
this  way:  The  changes  for  the  better  in 
Latin  America  are  probably  irrevers- 
ible, but  the  probabilit\'  is  a  good  way 
fiom  100%.  H 
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•  No  state  or  local  income  taxes 
•  Free  checkwriting  •  No  sales  load 
•  S2.500  minimum  investment 
•  Reduced  Price  Fluctuation. 

Dreyfus  100*o  U5.  Treasury  Short  Term  Fund  invests 

in  US.  Treasury  securities  maturing,  on  average,  between 

two  and  three  years— offering  you  greater  price  stability  than 

a  comparable  higher  >  leidmg  intermediate  or  long-term  bond  fund. 

And  gencrall>'  higher  yields  than  a  fixed-price  money  fund.  In  addition, 

this  Fund  is  free  of  stare  and  local  inoxne  raxes  in  49  states. 


Dreyfus  Special  Offer! 

For  a  period  of  time,  ccrtaia  iiuMi  expenses  are  being  absorbed 
to  give  you  even  kigher  ntmwms.  Call  for  details! 


M 


1-800-782-6620 


.Ask  For  Extension  4617 


reyfus  100%  U.S.Treasury 

ROBm  349*. Camden, NJ0«Oi    ShOFt  Tcrm  FUIld,  L.P. 


Tsai 


The  Fund's  net  asset  value  and 
more  or  less  than  the  original  c : 

an^;  are  subiect  to  Federal,  state 


-i  \c  :     1  ui 


>^  worth 
.z.  Oicffas 


lOO**  U.S.  Trcasary  Short  Term  Fund,  including  charges  and  expenses,  obtain  a  Prospectus  by 
calling  toll  free.  Please  read  the  Prospectus  carefully  before  you  invest. 
Dreyfus  Service  Corporation,  Distributor 


START  SMALLTHINK  BIG. 


With  the  Janus  No  Minimum 
Initial  Investment  Program. 

For  as  little  as  S50  a  month,  you 
Ccm  invest  in  Janus  Twentv' 
Fund.  Janus  Twenty  Fund  had  a 
26.42%  total  return  for  the  one-\'ear 
period  ending  .\  larch  31. 1992.* 

That  means  even  small  in\-estors 
can  think  big  vsithout  having  to 
come  up  v\ith  the  initicil  $1,000 
or  more  minimum  investment 


some  other  funds  require. 

CaU  l-80a52S«983  ExL  406  or  use 
the  coupon  proNided  below  to  get  a 
pMTxspectus  containing  more  com- 
plete information  including  the 
Janus  No  .Minimum  Iruti£il  Invest- 
ment Progrzun.  Please  read  the 
prospectus  carefully  before  you 
invest. 

Because  it's  not  bow  much  you 
in\Test  Its  how  smart 


JANUS  TWENTY  FUND 

P.O.  Box  173375.  Denver.  CO  802 17-3375 

1-800-525-8983  Ext  406 

•PerUpper.'\nalyticaiia'vices,lnc.iortheperKxisena«iNlarcn  Ji.  lb'd2.ianu5T«iient>- 
FiMKfs  averse  annual  total  rettvns  for  one  and  five  vears  were  26.42%  and 
16.82%- respectively,  and  lg.27%  for  the  He  of  the  Fund  from  April  30. 1965  ttvou^ 
March  31. 1990.  Past  performaiKe  does  not  guarantee  h<iae  results.  Your  retivn  and 
share  price  wiD  vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase,  even 
iiider  the  ^k>  Mirurnum  Initial  bivestinent  Prnitram^ 


yM  I  would  Hoe  to  know  move  about  Janus  Twei<>FiMKl  and 
■  b'  'JaniB  No  Miriuum  Uttai  bivestmenft  Pio^amf 

Name 


I 

I  Jai 


Address 

City/State  Zip 

Janus  Twent\  Fund  is  a  no-load  mutual  hind. 


Send  to: 
J«na*  Groop  of 

P.O.  Box  173375 
Den^w.  CO  M21 7-3375 
1 
ExL 


1 
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INSORANCE 


Relying  on  a  policy  illustration  is  an  extremely 
hazardous  way  to  buy  life  insurance.  Here's 
a  road  map  to  smart  insurance  buying. 

What  every 
investoir  should 
know  ahout 
life  insurance 


By  Carolyn  T.  Geer 

Suppose  you're  thinking  of  buying 
1,000  shares  of  ibm,  and  your  stock- 
broker hands  you  a  computer-gener- 
ated printout  showing  what  the  in- 
vestment will  be  worth  in  30  years. 
Ridiculous,  right.^  Yet  that's  exactly 
how  life  insurance  is  sold. 

The  most  powerful  sales  tool  in  an 
insurance  agent's  arsenal  is  what's 
known  as  an  illustration  or  ledger 
statement.  It  shows  how  a  policy's 
cash  values  and  death  benefits  are 
supposed  to  grow  over  time.  Sup- 
posed to,  but  almost  certainly  won't. 
Nothing  obligates  the  insurer  to  de- 
liver on  the  projected  values,  and 
almost  nothing  inhibits  the  insurer's 
imagination  in  making  them. 

A  Virginia  couple  who  purchased  a 
$10  million  second-to-die  policy  in 
1988  put  too  much  faith  in  the  illus- 
tration they  received  from  the  sales- 
man. They  bought  expecting  to  pay 
premiums  of  $94,  961  a  year  for  only 
7  years.  Since  then,  interest  rates  have 
fallen  and  the  carrier.  Manufacturers 
Life,  has  slashed  the  rate  at  which  cash 
values  on  the  policv  build  up  from 
10.2%  to  8.75%.  If  the  crediting  rate 
stays  there,  the  policyholders  will  pay 
premiums  for  1 1  years,  not  the  prom 
ised  7.  Given  that  U.S.  Treasury 
bonds  pav  more  like  8%  now,  it's  a 
distinct  risk  that  Manufacturers  Life 
will  cut  the  crediting  rate  still  further. 
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A  Denver  couple  saw  the  expected 
number  of  $12,000  annual  payments 
for  their  $372,000  second-to-die  pol- 
icy jump  from  six  to  nine  as  their 
carrier's  dividend  scale  interest  rate 
fell  from  10.75%  in  1988,  when  they 
purchased  the  policy,  to  10.1%  today. 
How  much  of  that  10.1%  is  being 
credited  to  policyholders?  The  under- 
writer. Confederation  Life,  keeps  the 
crediting  rate  secret. 

Any  mutual  fund  or  bank  that  kept 
its  yields  secret  would  be  laughed  out 
of  business.  But  hizzy  returns  and 
unstated  assumptions  are  the  ver)'  es- 
sence of  the  life  insurance  industry. 

Small  adjustments  in  assumptions 
can  magnify  into  big  numbers,  partic- 
ularly in  later  years  of  a  policy.  Merely 
by  projecting  a  decline  in  oxerhcad 
costs  and  mortality'  rates,  an  under- 
writer illustrating  a  $100,000  whole 
life  policy  for  a  45 -year-old  male  buy- 
er can  easilv  boost  the  age-75  project- 
ed cash  value  bv  $17,000  and  death 
benefit  by  $24,500.  Ruyers  shouldn't 
pay  any  attention  at  all  to  fir  out 
projections,  but  they  do. 

There  are  three  ways  that  an  insurer 
can  doctor  its  projected  cash  values 
and  death  benefits.  One  is  to  assume 
that  economies  of  scale  will  in  the 
future  cut  each  policy's  burden  ot" 
oxerhead  expenses.  The  insurer  can 
make  this  assumption  e\en  in  the  face 


of  rising  expenses. 

Or  the  insurer  can  blithely  assume 
that  today's  policyholders  will  live 
longer  than  past  poliq'holders.  Life 
spans  increased  in  this  countrs'  after 
World  War  II.  But  in  recent  years  the 
rate  of  mortality  improvement  has 
slowed,  and  its  future  course  is  un- 
knowable. Yet  some  insurers  continue 
to  build  mortality  improvements  into 
their  illustrations. 

Until  recently,  illustrations  from 
North  American  Co.  for  Life  & 
Health  assumed  an  optimistic  1%  an- 
nual decline  across  the  board  in  mor- 
tality (that  is,  mortality  in  each  age 
bracket),  \'et  gave  no  hint  to  buyers  of 
what  was  going  on.  Peter  Moeller, 
head  actuar\'  at  the  firm,  says  North 
American  is  now  using  more  conser- 
vative assumptions  and  is  considering 
disclosing  mo-e  about  those  assump- 
tions to  buyers.  "Problem  is,  you  run 
the  risk  of  putting  yourself  at  a  com- 
petitive disad\'antage  because  no  one 
else  is  doing  it,"  he  says. 

By  far  the  illustration-w  riters'  big- 
gest device  is  to  embellish  assump- 
tions about  policy  interest  rates.  With 
market  interest  rates  ha\ing  come 
down  sharply  in  the  past  se\eral  years, 
there's  a  lot  of  overoptimism  in  illus- 
trations. Says  ludy  Faucett,  chairman 
of  a  SocietN'  of  Actuaries  task  force 
studying  illustration  problems, 
"Some  companies  are  crediting  inter- 
est rates  that  don't  make  sense  in 
today's  interest  rate  environment." 

Insurers  have  great  discretion  in 
setting  the  interest  rate  they  credit  to 
the  cash  \alue  building  up  inside  a 
policy.  Many  insurers  use  this  discre- 
tion, in  an  era  of  declining  interest 
rates,  to  temporarily  subsidize  new 
policyholders  with  interest  being 
earned  on  existing  policyht>lders' 
money.  The  insurer  can  then  cavalier- 
ly assume  that  its  crediting  rate  will 
never  change,  e\en  though  the  subsi 
dy  is  destined  to  wear  i>tf  after  time 
and  the  crediting  rate  is  thus  certain  to 
decline,  assuming  that  market  interest 
rates  stay  flat. 

How  do  these  subsidies  work?  Sup- 
pose that  the  insurer  sold  a  bunch  of 
policies  vears  ago,  when  Treasuns 
were  yielding  10%.  N\n\  rates  have 
fallen  to  8%,  causing  old  btinds  to 
shoot  up  in  \  alue.  If  insurance  portfti 
lios  worked  like  mutual  funds,  then 
old  policyholders  wx>uld  Ix*  credited 
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with  a  windfall  capital  gain  and  any 
money  coming  in  the  door  today 
would  earn  at  a  rate  of  only  8%.  But 
many  insurers  don't  keep  their  books 
this  way.  Instead,  they  blend  the  old 
10%  bonds  with  the  new  8%  bonds 
and  credit  all  customers  with  9%  (less 
expenses,  of  course). 

Even  a  conservative  company  such 
as  Guardian  Life  Insurance  is  using  a 
10.25%  gross  portfolio  yield  in  its 
policy  illustrations.  Armand  de  Palo, 
the  company's  chief  actuary,  con- 
cedes that  crediting  rates  are  likely  to 
fall.  But  he  stresses  that  Guardian's 
dividend-paying  record  is  one  of  the 
best  in  the  business.  "When  you  buy  a 
policy,  you  should  not  buy  based  on 
an  illustration,  you  should  buy  based 
on  what  the  company  has  actually 
done  for  its  policyholders  historical- 
ly," says  de  Palo. 

A  refinement  on  the  interest  rate 
game  is  to  assume  a  rate  bonus.  Roger 


Heath,  an  actuary  with  consultants 
Towers  Perrin,  estimates  that  half  of 
all  universal  life  policies  on  the  market 
today  are  illustrated  with  extra  inter- 
est plugged  in  at  certain  key  stages  in  a 
policy's  life  to  put  the  policy  at  the  top 
of  comparison  charts.  All  American,  a 
unit  of  USLife,  introduced  a  universal 
policy  last  year  illustrated  with  retro- 
active interest  bonuses  of  y4%,  V2%  and 
1  V2%  at  the  tenth,  fifteenth  and  rvvcn 
tieth  years,  respectively.  These  per- 
centages are  guaranteed  in  some 
states,  but  not  any  dollar  amount. 
When  it  comes  time  to  pay  the  piper, 
the  company  could  simply  raise  its 
mortality'  charges  or  drop  its  current 
interest  scale  and  credit  the  bonus  off 
a  lower  rate. 

Imagine  signing  an  employment 
contract  that  works  like  this.  First 
year,  you  get  a  salar\'  of  $100,000. 
Second  year,  you  are  guaranteed  a 
bonus  of  $50,000.  But  the  salan-  in 


the  second  year  is  not  guaranteed.  So 
the  employer  could  cut  your  base  pay 
in  half  the  second  year  at  the  same 
time  that  it  awards  a  "bonus."  What 
kind  of  a  guarantee  is  that? 

So  what  can  you  do  to  a\'oid  buying 
a  pig  in  a  poke.'  One  strategy  is  to 
ignore  the  illustration  altogether  and 
base  your  selection  of  a  policy  on  the 
insurer's  reputation.  A.M.  Best  Co., 
the  ratings  agency,  publishes  a  20- 
year  dividend  comparison  study  in  the 
July  issue  of  its  magazine.  Best's  Re- 
view, available  in  libraries.  The  study 
ranks  insurance  companies  based  on 
projected  dividends  and  dividends  ac- 
tually paid  on  a  $25,000  whole  life 
policy  issued  to  a  35  year-old  man  20 
years  ago.  The  companies  whose  poli- 
cies performed  the  best,  based  on 
actual  cost  to  the  policyholder  upon 
surrender,  are,  in  decending  order. 
Guardian  Life,  Northwestern  Mutual 
Life,  State  Farm  Life,  Massachusetts 
Mutual  Life  and  Home  Life.  While 
nothing  guarantees  that  these  compa- 
nies will  be  the  best  performers  over 
the  next  20  years,  the  same  insurers 
usually  show  up  at  or  near  the  top  of 
the  list  year  after  year. 

Another  approach  is  to  hire  a  profes- 
sional— not  the  agent  tning  to  sell  you 
insurance — to  compare  several  policies 
you  are  interested  in.  The  small  indus- 
try' of  hourly- rate  e\'aluators  includes 
experts  who  work  for  big  accounting 
firms  and  independent  consultants. 
The  Life  Insurance  Ad\'isers  Associa- 
tion (800-521-4578)  can  steer  you  to 
a  fee-based  planner. 

The  third  option,  and  probablv  the 
best  for  any  younger  person  buying 
less  than  $1  million  of  insurance,  is  to 
not  buy  a  cash-value  policy  at  all.  If 
you  already  own  a  cash  value  policy, 
don't  be  too  quick  to  cash  it  in.  But  if 
you  are  in  the  market  for  more  insur- 
ance, consider  that  old  adage:  Buv 
term  and  invest  the  difference.  That 
is,  buy  only  pure  death  protection 
from  the  insurance  company  and  do 
\()ur  estate  building  elseuhere,  pref- 
erably in  a  no-load  mutual  fund. 

If  you  are  older,  or  buying  a  big 
enough  policy  to  get  a  real  benefit 
from  the  tax-free  in.side  build  up  of 
cash  \alues,  you  may  be  better  off  in 
whole  life.  But,  regardless  of  the  size 
of  the  policy  you  buy,  it  is  important 
to  understand  that  those  illustrations 
can  be  prett\'  fanciftji.  Hi 
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INSURANCE 


It's  tough  getting  life  insurance  if  you  have  health 
problems,  but  it  can  be  done.  Here's  how. 

High-Hsk  life 


By  Carolyn  T.  Geer 

For  people  with  health  problems, 
shopping  for  life  insurance  is  an  or- 
deal. Middle-aged  people  with  diabe- 
tes, high  blood  pressure  or  a  history  of 
heart  disease  can  face  insurance  pre- 
miums 30%  to  50%  higher  than  the 
rate  for  healthy  applicants.  There's  a 
large  group  of  older  applicants  look- 
ing for  large  policies  to  help  with 
estate  planning,  but  they're  among 
the  most  likely  to  have  medical  prob- 
lems that  make  them  "impaired 
risks." 

For  all  these  buyers,  comparison 
shopping  with  the  help  of  a  well- 
trained  agent  can  make  a  huge  differ- 
ence in  premium  quotes.  Here's  a 
guide  to  buying  tactics. 

If  your  condition  is  treatable,  con- 
sider getting  help  before  applying  for 
life  insurance.  "As  an  underwriter  we 
look  to  insure  people  who  take  own- 
ership and  care  of  their  medical  condi- 
tion," says  Ernest  Testa,  vice  presi- 
dent of  underwriting  at  Prudential 
Insurance.  For  example,  a  50-year- 
old  diabetic  man  would  pay  $43,655 
a  year  for  $1  million  of  whole  life 
insurance  if  he  had  elevated  blood 
sugar,  smoked  and  was  overweight, 
but  only  $27,755  if  he  monitored  his 
condition  regularly,  watched  his  diet 
and  quit  smoking. 

Similarly,  a  35-year-old  woman 
who's  overweight — 5  feet,  6  inches 
tall,  210  pounds,  say — would  pay 
$425  a  year  for  $250,000  of  term 
insurance  if  she  were  a  nonsmokcr. 
Losing  just  10  pounds  would  save  her 
$115  a  year. 

But  it  can  be  risky  to  put  off  getting 
insurance  until  you  give  up  smoking 
or  lose  weight.  You  might  wait  too 
long.  A  relatively  healthy  55  year-old 
man  and  his  wife  were  recently  ap- 
proved for  second-to-die  insurance, 
an  estate-planning  policy  that  pays  off 
after  both  the  husband  and  wife  arc 
dead.  But  he  decided  to  wait  a  few 
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days  to  think  it  over  before  paying  for 
the  policy.  Alas,  an  ancur\'sm  of  his 
aorta  ruptured  while  he  was  driving 
on  the  highway.  He  sur\ivcd,  but  is 
now  uninsurable. 

But  even  if  you  have  a  medical 
problem,  don't  give  up.  Apply  to 
several  insurers.  Some  companies  will 


insure  risks  others  won't  touch.  Even 
t^vo  companies  willing  to  undcnsritc 
the  same  risk  i>ften  charge  wildh  dif- 
ferent premiums. 

One  69-ycar-old  woman — a  dia- 
betic who  had  a  hcan  attack  six  years 
agt> — applied  to  lo  companies.  Four 
of  them  turned  her  do\ui;  four  others 
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Dave  Grolden  would  rather  immerse 
himself  here  than  in  the  Market 


The  feeling  is  mutual. 


For  all  of  you  who  would  really  rather  spend  your  time  living  than  investing, 
the  Selected  family  of  no-load  mutual  funds  can  help. 

You  see,  with  professionals  managing  your  investments,  you  save  time.  And 
without  any  sales  charges,  you  also  save  money  So  call  toll-free  for  our  prospectus 
with  more  complete  information,  including  management  and  12b- 1  fees  and 
expenses,  and  please  be  sure  to  read  it  carefully  before  you  invest. 
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offered  rates  that  were  too  expensive. 
She  will  probably  end  up  buying  $1 
million  in  coverage  from  each  of  the 
remaining  eight  companies,  for  a  total 
of  $8  million  in  insurance.  The  premi- 
ums range  from  $50,000  a  year  to 
$130,000  a  year.  Why  doesn't  she 
concentrate  on  the  cheapest?  Because 
$  1  million  is  all  any  of  these  compa- 
nies is  willing  to  sell  at  the  low  rate. 

Use  an  insurance  agency  that  spe- 
cializes in  impaired  risks,  advises  Ed- 
ward Graves,  associate  professor  of 
insurance  at  the  American  College  in 
Bryn  Mawr,  Pa.  An  agent  at  such  a 
firm  is  more  likely  to  know,  for  exam- 
ple, that  Prudential  often  insures 
heart  attack  victims  that  other  insur- 
ers won't,  or  that  MetropoUtan  ac- 
cepts more  diabetics  than  the  average 
carrier. 

Work  with  only  one  salesman  at  a 
time.  Lee  Slavutin,  a  former  doctor 
who  now  sells  insurance  to  wealthy 
people  in  New  York  at  Stern  Sla\aitin- 
2  Inc.,  tells  of  a  couple  he'd  gotten 
approved  for  a  $1.25  million  second- 
to-die  policy  with  New  England  Life. 
Unbeknownst  to  him,  the  pair  had 
also  applied  to  Sun  Life  Insurance  of 
America  through  another  salesman. 
On  the  medical  examination  for  the 
second  application,  a  spot  showed  on 
the  wife's  chest  X  ray — a  possible  sign 
of  cancer.  The  results  of  the  test  found 
their  way  to  New  England  Mutual 
Life  Insurance,  which  prompdy  with- 


drew its  offer.  "A  perfect  example  of 
too  many  cooks  spoiling  the  broth," 
says  Slavutin. 

Using  one  agent  to  coordinate 
your  search  can  also  avoid  problems  if 
reinsurance  is  needed,  which  is  often 
the  case  with  large  policies.  If  a  prima- 
ry carrier  is  unwilling  to  underwrite 
your  policy,  the  firm  may  farm  part  or 
all  of  it  out  to  a  reinsurer.  Flooding 
two  dozen  primary  carriers  at  once 
can  cause  your  apphcations  to  show 
up  on  the  desks  of  the  same  five 
reinsurers,  leading  them  to  suspect 
your  condition  is  worse  than  it  is.  An 
experienced  agent  will  control  this 
situation  by  sequentially  searching  for 
an  insurance  company  to  issue  the 
policy  and  in  some  instances  instruct- 
ing the  primary  carriers  not  to  shop 
for  reinsurance  without  his  or  her 
consent. 

If  you  do  run  into  trouble,  offer  the 
underwriter  new  or  additional  evi- 
dence of  your  health.  "Frequendy,  a 
person's  medical  history  can  greatiy 
help,  particularly  if  it  reveals  that  an 
impairment  is  an  old  one  and  hasn't 
changed,"  says  B.B.  Brown,  an  Adan- 
ta- based  insurance  specialist  dealing 
primarily  with  difficult  cases. 

Slavutin  had  a  63-year-old  female 
who  was  denied  coverage  when  a 
blood  test  uncovered  abnormal  liver 
enzymes,  oft:en  a  sign  of  alcohol  abuse 
or  hepatitis.  After  digging  through 
her  medical  records,  Slavutin  discov- 
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ered  she'd  had  the  enz\'me  abnormal- 
ity for  15  years.  When  the  insurance 
company.  Phoenix  Mutual,  uas  pre- 
sented with  the  new  information,  it 
not  only  agreed  to  issue  a  polic\',  but 
also  charged  the  woman  its  standard 
rate  ($22,000  a  year  for  a  $600,000 
whole  life  policy^). 

In  another  case,  a  husband,  53,  and 
wife,  49,  applied  for  a  SIO  million 
second-to-die  policy.  The  carrier, 
Massachusetts  Mutual,  offered  them 
a  higher- than -standard  premium  af- 
ter finding  an  abnormalit)'  on  the 
husband's  electrocardiogram.  The 
couple  had  three  options:  Reject  the 
offer  altogether,  take  it  and  lock  in  the 
price  but  do  more  tests  later  to  tr\'  to 
get  the  risk  rating  removed,  or  do 
more  tests  now  and  risk  getting  an 
even  worse  offer  ft-om  the  insurance 
company.  They  chose  option  tN\'o. 

A  few  weeks  later  the  husband  had  a 
cardiologist  perform  a  thallium  stress 
test  (a  more  precise  procedure  than  an 
ekg),  the  results  of  which  were  nor- 
mal, and  the  insurer  reissued  the  poli- 
cy without  a  risk  rating,  saxing  the 
couple  $8,000  a  year  in  premiums. 
Note:  In  this  case,  the  couple  had  to 
shell  out  the  $800  for  the  additional 
test.  Had  they  chosen  option  three, 
the  insurer  would  have  paid. 

Don't  withhold  information — 
which  an  insurer  may  find  out  an^Avay 
(see  box).  The  more  the  underwriters 
know  about  your  case,  the  better  able 
they'll  be  to  make  \ou  an  attractive 
offer;  the  less  they  know,  the  more 
conser\'ative  the>'ll  be.  Also,  if  the 
insurance  company  discovers  within 
two  years  after  the  polic>'  was  issued 
that  you  made  a  "material  misrepre- 
sentation" on  your  application,  it  can 
annul  the  policy;  if  you  have  died  in 
the  meantime,  your  heirs  get  back 
your  premiums  with  interest,  but  no 
death  benefit. 

In  a  famous  case  last  year,  New- 
York  Life  was  able  to  avoid  pa>ing  a 
$50,000  claim  because  the  polic>'- 
holdcr  withheld  the  fact  that  he 
smoked,  even  ihinigh  he  died  of  an 
illness  unrelated  to  smoking.  Here's 
ad\ice  from  Alan  Cxitler,  an  attorney 
w  ht>  tried  this  and  dozens  of  similar 
cases  for  insurance  companies  over 
the  years:  "I  can  tell  you  that  when  I 
got  mv  life  insurance,  I  told  the  insur 
ancc  company  more  than  they  w  anted 
to  know ."  ^ 
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If  you  have  time  to  do  extensive  research 
on  worthwhile  investments,  read  this. 


We  d  like  to  tell  you  about  one  of  the 
best  kept  secrets  in  the  world  of  business: 
Freddie  Mac.  You  may  recognize  the  name, 
but  you  probably  don't  know  who  we  are 
or  what  we  do.  Read  on.  The  facts  will 
surprise  you. 

First.  Freddie  Mac  is  a  publicly  held 
corporation.  We  re  listed  on  the  New  York 
Stock  Exchange  (FRE). 
and  like  all  successful  cor- 
porations, we  work  hard 
to  be  efficient  and  competitive.  (See  the 
box  below  to  find  out  our  ranking.) 


Freddie  Mac  buys  home  mortgages 
from  lenders,  packages  them  in  the 
form  of  securities,  and  sells  the  securities 
to  investors.  This  creates 
a  continuous  flow  of 
funds,  which  in  turn 
makes  mortgage  financ- 
ing more  available  and 
more  affordable.  That  s 
how  we've  been  helping  more  Americans 
to  buy  homes  for  21  years.  It's  a  rewarding 
business  to  be  in. 

It  s  also  rewarding  for  investors.  In 
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Moit  recent  net  income  (in  millions). 

1991.  our  net  interest  margin  (revenue 
base)  was  approximately  $1.5  billion.  Our 
net  income  was  $555  million.  And  our 
return  on  book  equity 
has  been  more  than 
20%  for  ten  straight 
years.  Which  brings  us 
to  the  bottom  line. 
Freddie  Mac  has  earned 
a  profit  21  years  in  a  row.  Of  course,  we  d 
be  happy  to  send  you  more  information, 
lust  wTite  to  us  at  8200  lones  Branch  Dr.. 
Mail Stop405. McLean. VA 22102.    Jk 
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If  you  re  in  a  hurry  to  learn  about 
a  terrific  investment,  read  this. 

We'll  make  this  quick.  The  terrific  invest-       and  packages  them  as  securities  to  sell  to 


ment  is  Freddie  Mac. 

Freddie  Mac  is  a  publicly  held  corporation. 
listed  on  the  New  York  Stock  Exchange  (FRE). 
We  rank  1 1th  on  the  FORTUNE  list  of  the 
50  Largest  Diversified  Financial  Corporations. 

Here  s  what  we  did  to  make  it  to  the  top  of 
the  list.  Freddie  Mac  purchases  home  mortgages 


investors.  This  keeps  mortgage  money  flowing, 
so  financing  is  more  available  and  more 
affordable.  Our  business  helps  more  Americans 
to  own  homes.  And  in  the  process.  Freddie  Mac 
has  earned  a  profit  for  21  straight  years.  Have  we 
piqued  your  interest?  There  s  more  information 
above,  i^ 
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If  you  re  about  to  turn 
the  page,  read  this. 


Freddie  Mac  has  earned  a  profit  2 1  years  in  a  row 
Maybe  you  should  read  the  rest  of  the  page    I 
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STEADY  FREDDIE 


Freddie  Mac 


THE  IDEA  BEHIND  ONE  IN  EIGHT  AMERICAN  HOMES 
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INSURANCE 


The  tradition  in  the  life  insurance  business  has  always  been 
to  maintain  fixed  commissions  for  the  salesmen.  But  quiet 
discounting  is  finally  arriving  on  the  scene. 

I  can  get  it 

for  you  ^olesale 


By  Carolyn  T.  Geer 

The  rebating  of  life  insurance  com- 
missions is  illegal  in  every  state  but 
Florida  and  California.  Life  insurance 
is  almost  the  last  business  where  dis- 
counting has  not  taken  hold. 

Until  now.  A  good  many  under- 
writers are  designing  multiple  ver- 
sions of  the  same  insurance  policy, 
with  the  only  real  difference  being  the 
size  of  the  commission  an  agent  gets 
for  selling  it.  We're  talking  worth- 
while savings,  too,  as  much  as  $500  a 
year  on  a  $1  million  term  policy  in 
force  for  ten  years. 

But  unlike  discounted  goods  and 
services  in  other  businesses,  discount- 
ed life  insurance  policies  are  not  avail- 
able on  every  street  corner.  Insurance 
agents  are  not  required  to  disclose  the 
commissions  they  receive  for  selling 
policies.  So  to  make  sure  you  buy  the 
cheapest  version  possible,  you  may 
have  to  ask  for  it. 

Federal  Kemper  of  Long  Grove,  111. 
now  has  three  versions  of  a  term 
insurance  policy  that  has  level  premi- 
ums   for    ten    years.    Version    one. 


known  as  Ultra-T,  pays  a  typical  large 
agency  32.5%  of  the  first  year's  premi- 
um. Version  two,  dubbed  Super-T, 
pays  a  50%  commission,  and  version 
three,  called  Certain-T,  pays  65%. 

The  extra  commissions  on  the  last 
two  pohcies  come,  of  course,  from  the 
buyer  of  the  insurance.  Thus  a 
healthy,  45 -year-old,  nonsmoking 
man  buying  $1  million  in  coverage 
would  pay  only  $17,700  over  ten 
years  if  he  bought  the  Ultra-T  policy, 
but  $20,500  if  he  were  sold  Certain- 
T.  The  compensation  to  the  agent: 
$575  in  year  one  for  Ultra-T  versus 
$1,333  for  Certain-T. 

The  cheaper  policies  are  available 
only  to  people  who  buy  relatively 
large  policies.  You  can  buy  as  litde  as 
$100,000  in  coverage  through  Cer- 
tain-T, but  you'll  have  to  take  at  least 
$1  million  to  get  the  low-commission 
Ultra-T. 

Lansing,  Mich. -based  Jackson  Na- 
tional also  expanded  its  menu  of  ten- 
year  level  term  insurance  products 
recendy.  Known  to  the  salesmen  as 


Comparison  shopping 

Underwriter 

Policy 

First- 

First- 

name 

year 

year 

premium* 

commission 

Federal  Kemper 

Ultra-T 

$1,77C 

$575 

Certain-T 

2,050 

1,333 

Jackson  National 

Preferred  25 

1,730 

433 

Preferred  60 

2,160 

1.296 

Midland  Mutual 

XLPIus-10 

1,975 

1,521     1 
1,775    f 

nokingman. 

XL-10 

2.165 

*For$l  million  of  ten 

year  level  term  life  insurance  for  < 

)  45-year-old  nonsn 

Source:  Direct  Insurance  Services.  San  Diego.  Calif. 

Similar 

policies 

but 

different 

costs. 
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Preferred  25,  Preferred  45  and  Pre- 
ferred 60,  the  policies  pav  commis- 
sions of  25%,  45%  or  60%  of  the  first- 
year  premium. 

Preferred  25  and  Preferred  45  are 
both  limited  to  extremely  healthy 
nonsmokers,  while  Preferred  60  is  for 
just  plain  healthy  nonsmokers.  Just 
where  is  the  health  line  drawn?  There 
is  probably  a  fair  amount  of  discretion 
here  on  the  part  of  the  company  and 
the  agent.  Thus,  our  healthy,  45 -year- 
old,  nonsmoking  male  could  pay  any- 
where from  $17,300  over  ten  years 
for  the  Preferred  25  policy  to  52 1 ,600 
for  Preferred  60.  First-year  commis- 
sion to  the  salesman:  S433  versus 
$1,296. 

Lest  you  think  this  kind  of  dis- 
counting goes  on  only  with  term  in- 
surance, check  out  Jackson  National's 
single-premium  fixed  annuities. 
Dubbed  Max  and  Super  Max,  both 
pay  a  current  interest  rate  of  7.75%. 
The  main  difference,  besides  mini- 
mum deposit  requirements,  is  that 
Max  pays  a  first -year- only  commis- 
sion of  3.7%  and  le\ies  surrender 
charges  for  only  six  years,  while  Super 
Max  pays  a  one-time  5.7%  commis- 
sion and  charges  surrender  fees  for  the 
first  nine  years.  "Super"  for  the  sales- 
man, not  for  the  customer. 

C^ash  value  insurance  like  whole  life 
is  subject  to  commission-cutting 
through  another  back  dcx^r.  Blending 
lower  cost  insurance  prtxiucts  into 
the  policy  can  reduce  commissions 
considerably  (HdRRVS,  Dec.  23,  19^1). 

The  IcsscMi  hero  is  ob\ious:  If  you 
are  a  healthy  nonsmokcr  and  can  af- 
ford SI  million  or  more  in  term  insur- 
ance, it  w  ill  prt^bably  pay  you  to  do  a 
bit  of  comparison  shopping.  IB 
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CYCLICAL  STOCKS  COULD  LEAD  THE  WAY  IN  1992 


Investing 

For  An  Economic 

Recovery? 

when  the  economy  recovers,  cyclical  stocks  could  benefit.  And,  Fidelity  Select 
Portfolios  offer  active  investors  a  variety  of  industry  sector  portfolios  that  specialize 
in  cyclical  industries. 


Select  Air  Transportation 
Portfolio  invests  in  companies  world- 
wide engaged  in  the  movement  of 
passengers,  mail  and  freight  via 
aircraft. 

Select  Construction  and  Housing 
Portfolio  invests  in  companies  that 
design  and  build  all  types  of  structures 
plus  companies  that  sell  to  the  con- 
struction industry. 


i 


Select  Automotive  Portfolio  invests 
in  companies  which  manufacture, 
market  or  sell  automobiles,  trucks, 
specialty  vehicles,  parts,  tires,  and 
related  services. 

Select  Industrial  Materials 
Portfolio  invests  in  companies  which 
mine,  process  or  distribute  a  wide  range 
of  raw  materials  and  intermediate  goods 
used  in  the  industrial  sector. 


Fidelity  Select  Portfolios  let  you  target  the  industry  sector(s)  where  you  think  there  ma\  be  the 
greatest  growth  opportunity-without  having  to  choose  the  individual  stocks.  Of  course,  share  prices 
will  fluctuate  and  may  be  more  volatile  than  stock  funds  that  invest  across  manv  industries.  Start  with 
$2,500,  $500  for  IRAs. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


FStleHty 


4r 


Invesimenis 

Common  sense.  Uncommon  results. 


CODE:  FORB/SEL/062292 
For  more  complete  information  about  Fidelity  Select  Portfolios,  including  management  fws.  expenses  and  the  funds  S%  sales  charge,  call  or  write  for 
a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  m()ne\  Fidelitv  Distributors  Corporation.  PO  Box  (>(i(X>()3.  Dallxs.  TX  ~S2b6-(K>()3 


EXOIICS 


Are  vacation  homes  a  good  buy  for  an  investor?  Yes— if  you  do  the 
arithmetic  and  know  how  to  maximize  your  tax  advantages. 

The  dividend  yield 
at  Hilton  Head 


By  Toddi  Gutner 

Vacation  properties  are  off  as  much 
as  30%  from  their  mid-1980s  highs. 
The  market  has  created  some  buying 
opportunities,  for  the  right  kind  of 
buyer.  Who  is  the  right  kind.^  It  helps 
if  you  can  pay  cash  for  a  resort  proper- 
ty', if  your  investment  portfoUo  will 
benefit  fi-om  an  inflation  hedge  and  if 
you  plan  to  use  the  property  yourself 
some  of  the  time. 

All  that  said,  do  not  expect  any 
screaming  bargains  in  the  second- 
home  market.  If  you  borrow  money 
to  buy  the  property,  you  are  highly 
unlikely  to  cover  your  expenses  with 
rental  income,  and  you  are  all  but 
certain  to  miss  out  on  some  valuable 
tax  deductions. 

So  why  bother?  Because  if  you  pay 
for  the  property  in  cash,  you  can  make 
a  decent,  though  unspectacular,  re- 
turn and  still  enjoy  part-time  use  of 
the  place. 

We  have  run  through  income  and 
expense  numbers  provided  by  owners 
and  real  estate  experts  in  South  Caro- 
lina, Colorado  and  California,  and 
have  come  up  with  a  3.7%  annual 
cash -on -cash  return  as  par  for  the 
course.  Meaning:  For  every  $100,000 
you  spend  on  the  property  in  an  all- 
cash  purchase,  you  ought  to  be  able  to 
take  home  $3,700  after  operating  ex- 
penses. This  dividend  compares  fa- 
vorably with  the  3%  yield  from  a 
diversified  stock  portfolio. 

What  about  growth?  In  both 
cases — real  estate  or  stocks — you  can 
plausibly  assume  that  the  payout  as 
well  as  the  market  value  will  increase 
over  the  years  to  keep  pace  with  infla- 
tion. (That's  exactly  what  has  hap- 
pened to  dividends  on  the  S&P  500 
index  over  the  past  25  years;  there  are 
no  comparable  statistics  for  vacation 
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rentals.) 

It  may  sound  weird  talking  about 
appreciation  at  a  time  when  real  estate 
has  been  depreciating,  but  remember 
this:  In  the  inflationar\'  1970s  real 
estate  tared  much  better  than  stocks 
and  bonds.  Since  the  late  1980s  the 
reverse  has  been  true.  There's  no 
telling  where  inflation  is  headed  now, 
but  a  case  can  be  made  for  putting  a 
portion  of  your  portfolio  intt)  invest- 
ment real  estate  as  a  hedge  against 
rougher  inflation. 

And  on  one  final  measure,  income 
taxes,  real  estate  can  beat  stocks.  Di\i 


dends  on  stock  are  fiilly  taxable.  The 
income  from  real  estate,  at  least  if  you 
pay  cash  for  the  propcru',  is  largely 
tax-fi-ee.  Much  of  the  income  is  shel 
tered  by  depreciation  deductions. 

Let's  look  at  some  hxpt^therical 
numbers  provided  b>  C  harlcs  Reed,  a 
broker  with  C'harter  I  Realty-  in  Hilton 
Head,  S.C.  A  1,500  square  fixn, 
three  bedroom ,  three  bat hrtxim 

tKcantVont  villa  can  be  had  there  for 
$225,000.  Gross  revenues  ihmy  12 
weeks  of  rentals:  $25,000.  A  25% 
commission  to  a  management  com- 
pany  for  advertising  the   prt>pcrt>', 
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keeping  it  clean  and  collecting  the 
money  brings  net  revenue  to 
$18,750.  Expenses:  Reed  puts  down 
$3,300  for  condominium  dues, 
$3,000  for  property  tax,  $2,000  for 
utilities,  $1,000  for  insurance  and 
$1 ,000  for  maintenance.  That  leaves  a 
net  cash  flow  of  $8,450,  for  a  3.7% 
cash  yield  on  your  capital. 

The  income  tax  rules  will  work  in 
your  favor.  Howard  Roth,  a  tax  part- 
ner at  Kenneth  Leventhal  &  Co., 
estimates  that  depreciation  the  first 
year  would  top  $8,000,  almost  eras- 
ing your  income  tax  bill.  Aren't  there 


FAR  LEFT: 

Walter  Howell's 
Hilton  Head  villa 
He  buys  run- 
down properties 
and  renovates 
them  himself. 

LEFT: 

Fire  Chief 
John  Ceko  and  his 
mountain  chalet  in 
South  Lake  Tahoe 
What  with  all 
those  mortgage 
payments,  he's 
out  of  pocket 
$1,400  for 
the  year. 

BELOW: 

Lawrence 
Lassiter's 

Snowmass  condo- 
minium 
Make  him 
an  offer. 


rules  limiting  deductions  for  tax  shel- 
ters like  this?  There  are,  but  these 
rules  are  aimed  at  "passive  activit)' 
losses";  since  you  have  a  gain,  not  a 
loss,  the  rules  don't  apply. 

The  depreciation  figure  won't 
climb,  so  in  later  years  a  larger  per- 
centage of  your  (hopefiiUy  rising) 
cash  flow  would  be  taxable.  Ultimate- 
ly, if  9nd  when  you  sell  the  property, 
the  tax  benefit  from  the  depreciation 
would  be  largely  recaptured  in  the 
form  of  a  capital  gain  tax.  But  if  you 
leave  the  propert)'  to  your  heirs,  there 
is  no  recapture.  That's  because  the  tax 
basis  is  "stepped  up"  to  market  value 
at  your  death. 

What  if  you  use  the  property  your- 
self some  of  the  time?  Assuming  that 
you  would  have  been  happy  to  pay  the 
same  rent  you're  charging  other  peo- 
ple, personal  use  puts  you  a  little 
ahead.  After  all,  you  don't  pay  a  25% 
commission  to  the  agent  for  the 
weeks  you  spend  there.  On  your  tax 
return,  you  would  pro-rate  all  the 
deductions  bersveen  personal  use  and 
rentals.  If  you  used  the  villa  4Vi  weeks 
out  of  the  22,  you'd  lose  a  fifth  of  each 
deduction.  More  than  offsetting  this 
loss  of  writeoffs  is  the  fact  that  income 
in  the  form  of  self-enjoyment  of  capi- 
tal is  tax-free. 


If  you  mortgage  a  propert>'  and  use 
it  yourself  some  of  the  time,  you  can 
get  into  nasty  traps  that  limit  tax 
deductions.  One  trap  can  catch  you  if 
your  personal  use  exceeds  two  weeks  a 
year.  If  you  escape  that  trap,  you  are 
still  subject  to  passive-loss  limitations 
if  your  income  is  too  high  (roughly 
speaking,  over  $100,000).  But  paying 
cash  and  reporting  a  tax  profit  allow 
you  to  neatly  skirt  both  the  two-week 
rule  and  the  passive -loss  rule. 

How  are  real  owners  faring  in  the 
resort  property  business?  We  hunted 
across  the  country  and  couldn't  find  a 
single  one  who  paid  cash  for  an  invest- 
ment property.  So  wedded  are  Ameri- 
cans to  the  old  wisdom — in  which  a 
mortgage  was  always  desirable  be- 
cause you  "need  a  tax  deduction" — 
that  cash  purchases  are  still  a  rarity. 

As  we  point  out  elsewhere  in  this 
issue,  it's  an  out-of-date  notion  that 
mortgages  are  good  per  se  because 
they  yield  tax  deductions. 

If  we  couldn't  find  many  people 
liquid  enough  and  sav\y  enough  to 
buy  for  cash,  we  did  find  cash  flow 
experiences  that  lend  credence  to  bro- 
ker Reed's  figures.  Walter  Howell,  a 
45 -year-old  executive  for  a  Forbes 
Four  Hundred  company  in  Adanta, 
this  year  joined  a  partner  in  buying  a 
run-down  2,000-square-foot,  three- 
bedroom,  three -bath  wateriVont  villa 
in  Hilton  Head  for  $221,000.  They 
spent  another  $14,000  on  renova- 
tion, and  expect  to  gross  over 
$25,000  a  year  in  rent,  including  the 
value  of  several  weeks  of  personal  use. 
They've  already  booked  12  of  the  18 
weeks  during  which  the  house  will  be 
rented  to  strangers  this  year. 

John  Ceko,  a  46  year-old  fire  chief 
in  the  South  Lake  Tahoe  area,  bought 
a  2,700-square-foot  house,  not  far 
from  where  he  lives,  for  $190,000  in 
December  1990.  The  four-bedroom, 
3Vi-bath  mountain  chalet  has  a  \iew 
of  the  lake  and  close  proximit\'  to  the 
Heavenly  Valley  ski  area.  "I  couldn't 
pass  it  up,"  Ceko  says. 

From  22  weeks  of  rentals  last  vear, 
Ceko  took  in  $23,000,  or  $17,000 
after  a  35%  fee  to  a  management 
company.  Expenses  were  $5,000  for 
utilities,  $3,000  for  maintenance, 
$2,000  for  propert>-  tax  and  $500  for 
insurance.  Pretax  cash  flow,  if  he 
hadn't  mortgaged  the  property: 
$6,500.   Ceko,  however,  borrowed 
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most  of  the  acquisition  cost  and  was 
out  of  pocket  $1,400  for  the  year. 
That's  after  taking  into  account  the 
value  of  whatever  tax  benefits  he 
could  claim. 

If  you  have  cash  that  you  don't 
want  to  put  into  an  overheated  stock 
market,  now  may  be  a  good  time  to 
shop  for  real  estate.  All-cash  buyers 
are  in  a  strong  negotiating  position  in 
a  weak  market.  And  there  are  plenty  of 
motivated  sellers — owners  who  took 
out  mortgages  and  find  themselves 
with  unusable  tax  losses  now. 

"During  the  good  old  days  you 
could  buy  a  property,  watch  it  appre- 
ciate and  deduct  any  and  all  expenses 
that  had  to  do  with  the  property, 
including  some  trips  to  check  up  on 
the  unit,  against  ordinary  income," 
recalls  Lawrence  Lassiter,  a  67-year- 
old  ophthalmologist  in  Chattanooga, 
Tenn.  He  says  he  made  about 
$500,000,  including  tax  benefits,  on 
vacation  properties  between  1966 
and  1986. 

Now  he's  getting  out.  He  recendy 
sold  a  Hilton  Head  condominium  at  a 
loss,  and  is  trying  to  unload  a  condo  in 
Snowmass,  Colo. 

Don't  buy  before  considering  all 
the  pitfalls.  Expense  estimates  should 
include  an  allowance  for  the  occasion- 
al surprise — say,  your  warm-climate 
villa  suffers  a  freak  bout  of  freezing 
weather  and  pipes  burst.  Or  you  can 
have  a  destructive  tenant.  Remember 
that  the  unit  needs  to  be  painted  every 
four  years.  "Renters  do  not  really  care 
about  the  place,  so  you're  always  re- 
placing appliances  and  such,"  says 
Lassiter. 

Horror  stories  abound  about  prop- 
erty management  companies.  They 
may  rent  the  unit  without  the  owner's 
knowledge  and  pocket  the  money,  or 
neglect  to  clean  it  as  contracted. 

Remember:  We  didn't  say  that  buy- 
ing vacation  properties  was  a  dream 
investment.  We  just  said  that  if  you 
get  it  cheap  and  for  cash,  it  can  be  a 
satisfying  investment  offering  a  rea- 
sonable return. 

Don't  forget  to  figure  what  this 
investment  will  add  to  your  tax  prepa- 
ration bills.  If  you  want  an  idea  of 
what's  in  store,  read  pages  64-72  in 
Publication  17,  the  Internal  Revenue 
Scr\'icc's  free  tax  manual.  It  contains 
cross-references  to  the  many  other 
publications  you'll  need.  ^M 
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Some  investments  pay  their  dividends  in  pleasure— 
and  Congress  hasn't  yet  figured  how  to  tax  pleasure. 
So  if  you  love  fly-fishing,  consider  buying  a  piece 
ofa  Scottish  salmon  river. 

Bottom-fishing 


By  Richard  C.  Morais 

If  you  ever  fantasized  about  owning 
fishing  rights  on  a  Scottish  salmon 
river,  now  is  the  time  to  set  the  hook. 

Consider  Montcoffer  Fishings,  a 
stretch  of  the  Deveron  2  miles  from 
the  mouth  of  the  river  in  Banff,  north- 
east Scodand.  In  1990,  during  a  buy- 
ing frenzy  for  salmon  rights,  two  part- 
ners bought  Montcoffer  with  bank 
financing  for  $2  million.  The  bottom 
immediately  fell  out  of  the  market  and 
it  is  now  a  distressed  property.  The 
asking  price  for  the  26-acre  estate, 
two  lodges  and  almost  a  mile  of  dou- 
ble-bank fishing  is  $1.8  million,  and 
the  property  will  probably  go  for 
something  more  like  $1.2  million. 

About  time.  For  decades  the  best 
fishing  weeks  on  the  best  Scottish 
rivers — the  Spey,  Dee,  Tweed  and 
Tay — were  jealously  reserved  and 
rented  year  after  year  by  the  same 
parties.  A  newcomer  didn't  have  a 
chance  to  wet  his  fly,  until,  that  is, 
time-share  schemes  were  introduced 
to  salmon  fishing  in  the  mid-1980s. 
Packages  suddenly  flooded  the  mar- 
ket. Typical  was  the  Drumlanrig  Cas- 
tle Fishings  time-share  on  the  river 
Nith  in  western  Scotland,  a  second- 
tier  river  with  an  average  catch  of  88 
salmon  from  September  to  Noxem- 
ber.  A  21 -year  lease  for  a  fixed  week's 
fishing — four  rods  allov\'ed  to  fish — 
cost  $107,000.  On  top  of  that  you 
paid  management  costs,  $430  plus  tax 
in  1^1,  for  ever)'  week  fished. 

This  is  a  prett>'  expensive  way  to 
gather  food.  Since  there  are  topically 
48  time-sharing  fishermen  compet- 
ing ever\'  fall  for  those  88  salmon, 
each  player  has  an  expected  return  o\ 
only  1 .8  fish  per  year. 

While  most  people  aren't  in  it  to 
put  groceries  on  the  table,  there's  a 
limit  to  what  they'll  pay  for  the  thrill 
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of  the  sport.  By  the  late  1980s  supply 
of  time-shares  surpassed  demand — 
and  there  they  remain.  "By  keeping 
one's  ear  to  the  ground,  the  once-in- 
a-hfetime  purchase  may  be  achievable 
and  at  bargain  prices,"  says  Jonathan 
Kennedy,  partner  at  real  estate  broker 
Humberts  in  London. 

If  you're  looking  for  a  high-}ield 
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investment,  a  Scottish  salmon  river  is 
not  it.  "The  figures  don't  add  up," 
concedes  Carrie  Armittage,  one  of  the 
two  partners  trying  to  extricate  them- 
selves from  Montcoffer.  "The  rental 
income  bears  no  resemblance  to  the 
capital  cost." 

But  salmon  fishing  is  like  owning  a 
Cezanne  or  a  baseball  franchise;  most 
of  the  return  is  psychic.  There  is  also 
the  prospect  for  enough  capital  appre- 
ciation to  keep  up  with  inflation.  And 
if  you  are  currently  shelling  out 
SI 0,000  for,  say,  a  week's  salmon 
fishing  in  Iceland,  then  a  Scottish  river 
starts  to  look  attractive.  You  might 
even  get  some  business  out  of  it  if  you 
bring  a  client  along  and  he  lands  a 
silvery  18-pounder  in  wwr  river. 

Taxes?  The  pleasure  value  you  de- 
rive from  a  fishing  right  is  not  taxable 
in  the  U.S.  or  the  U.K.,  says  Walter 
Meisenkothen,  partner  with  Arthur 
Andersen  &  Co.  in  London.  A  capital 


The  Gorge  Pcx)l 
at  Montcofler, 
river  Deveron 
Tell  the  IRS  that 
profit  is  your  goal. 
But  don't  kid 
yourself. 


The  Lower 
Craighall  Beat 
on  the  river  Ericht 
The  coupon  on 
the  Holiday 
Property  Bond 
is  the  right 
to  fish 
the  Ericht. 
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gain  on  selling  a  freehold  is  taxable  in 
the  U.S.,  a  loss  deductible  only  if  you 
can  make  the  case  that  you  bought  the 
propert}'  for  investment  purposes. 

So  what  do  you  get  for  your  mon- 
ey? Montcoffer  is  a  beat  with  an  aver- 
age catch  of  129  salmon  plus  81  sea 
trout  per  season  (Februan-  to  Octo- 
ber). This  is  prett)'  fair  fishing:  At  the 
end  of  some  fine  fly  water  is  the  ven,' 
deep  Gorge  Pool,  a  holding  pool 
valuable  when  the  fish  aren't  mo\ing 
because  of  low  water. 

But  the  Gorge  also  symbolizes  ev- 
erNiJiing  that  is  wrong  with  Mont- 
coffer. Pre\ious  owners  have  built  an 
elaborate  concrete  walk  and  rail  along 
the  bank.  This  is  ideal  for  the  stiflTold 
gent  who  always  needs  a  gillie  at  his 
side;  a  bore  for  the  sportsman  who 
likes  to  hunt  his  fish. 

Another  propert)'  farther  up  the 
Deveron  is  just  coming  on  the  mar- 


ket. Here  the  Deveron  is  a  slow  mean- 
der through  beautiful  farmland  dales, 
fishable  with  a  one-handed  rod.  Aver- 
age catch,  says  broker  James  Burges- 
Lumsden  of  Savills  Pic.  in  Edinburgh, 
is  62  salmon  and  48  sea  trout.  The 
iy2-mile  Mayen  beat,  half  of  which  is 
double-bank  fishing,  is  near  Rothie- 
may,  a  50-minute  drive  fi-om  Aber- 
deen airport.  No  housing.  Asking 
price:  S890,000. 

To  help  cover  your  capital  ouday 
and  river  management  costs  you 
could  cane  out  120  30-year  leases 
and  sell  them  at  maybe  S4,000  each, 
minus  some  considerable  marketing 
expenses.  For  yourself  you  could  re- 
tain one  time -share,  12  oft- peak 
weeks  of  five  rods  each,  plus  all  the 
back-end  value. 

WTiat  if  you  are  more  interested  in 
buying  a  modest  lease.'  The  Lower 
Floor  Fishings  is  on  the  Tweed,  iy2 


miles  on  one  of  the  best  rivers  in 
Scotland.  It's  a  30-year  time-share 
offered  by  the  Duke  of  Roxburghe. 
Ten-year  axerage  for  the  1 8  syndicat- 
ed weeks  is  a  respectable  28 1  salmon  a 
year.  Cost:  S62,000  per  rod  for  a  peak 
week,  plus  a  S4,165  weekly  manage- 
ment fee.  Number  of  leaseholds  out- 
standing: four.  Your  leasehold  is  fi-ee- 
ly  transferable.  A  similar  leasehold 
would  have  gone  for  around  $17,000 
ten  years  ago. 

The  Newburgh  Fishings  is  on  the 
east  coast  river  Ythan,  some  of  the 
best  sea  trout  fishing  in  Europe.  The 
average  annual  catch  is  1,687  sea 
trout  plus  60  salmon,  divided  among 
12  rods.  Drawback:  It's  estuar\-  fish- 
ing on  2 1  -year  leases.  But  a  peak  week 
in  September  can  probably  be  had  at 
Humberts  for  some  30%  below  the 
S16,000  orig'nal  asking  price. 

Undoubtedlv,  however,  the  clever- 
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In  the  Highlands 

If  you  want  to  make  a 
really  substantial  invest- 
ment in  perpetual  hunt- 
ing and  fishing  rights,  \dsit 
the  Ben  Alder  estate, 
23,000  acres  near  Dalwhin- 
nie,  Inverness -shire  in  the 
Scottish  Highlands.  Ben 
Alder  is  a  deer-stalking 
estate  that  contains  three 
trout  lakes  and  a  river,  a 
range  of  mountains  and 


moors  as  far  as  the  eye  can 
see,  pine  forests  and  a  com- 
pound that  includes  a 
nine-bedroom  lodge. 

The  glossy  Savills  bro- 
chure makes  the  lodge  look 
pristine.  Realit)':  You'll 
have  to  put  at  least  half  a 
million  dollars  into  the 
building.  The  roof  leaks 
like  a  sieve;  the  owner 
seems  to  ha\e  simply 
moved  his  armchair  when 
a  new  wet  spot  appeared. 


White  elephant,  but  with 
incredible  potential.  The 
kitchen  still  uses  wood- 
burning  stoves;  bathtubs 
are  on  lion  claws. 

But  it  is  the  sheer  wild- 
ness  and  size  of  the  terrain 
that  justifies  the  price. 
Last  season,  says  chief  stalk- 
er Ian  Crichton,  60  stags 
and  180  hinds  and  calves 
were  felled  fi-om  a  herd 
estimated  at  nearly  2,000. 
Game  management  has 


been  neglected.  The  15 
20  brace  of  grouse  a  year 
could  be  improved;  a  beau- 
tiful, Willi  trout  river  con- 
necting two  lakes  is  cn.ing 
for  proper  handling. 

(Original  asking  price 
was  S4.9  million,  with  sepa- 
rate negotiation  for  items 
like  ponies  and  vehicles. 
Now  they're  asking  S3.1 
million.  Heard  on  the  street: 
52. 4  million  could  bag 
evers thing.       -R.C.M.  IH 


A  find:  23.000  acr*s 
of  Scottish  Midlands. 
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Anacome 


The  more  successful  the 
company,  the  more  information 
it  creates.  So  when  it  comes  time 
to  store  and  retrieve  this  valuable 
information,  more  than  80%  of  the 
FORTUNE  500  rely  on  Anacomp 
and  micrographics  for  a  solution 
that  lands  them  major  savings. 


Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6'  sheet  of 
microfilm  that  holds  up  to  700  pages  of 
information.  In  most  cases,  fiche  can  be 
retrieved  and  used  more  quickly  than 
competing  media  such  as  magnetic  tape 
and  optical  disc.  Most  important,  savings 
in  the  cost  of  paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the 
most  cost-effective 
way  to  store  and 
retrieve  data. 


As  a  cost-effective  alternative 
to  paper-based  information 
management  systems,  Anacomp's 
micrographics  is  unsurpassed. 
Here  are  some  specific  examples 
of  savings  netted  by  Anacomp 
customers: 

>^  An  80%  savings  on 
the  cost  of  labor 
>^  A  99%  savings  on 
the  cost  of  mailing 
♦  A  90%  savings  on 
the  cost  of  materials 
>^  A  99%  savings  on 
the  cost  of  storage. 


When  we  are  invited  to  "Anacomp 
your  company,"  we  do  a  thorough 
audit  of  the  way  your  business 
manages  its  information.  Without 
exception,  we  can  provide  precise 
cost  savings  in  real  dollars  over 
specific  time  frames. 

Such  dramatic  savings,  especially 
in  today's  business  environment, 
have  helped  Anacomp  become  a 
member  of  the  FORITINE  500. 

Let  us  'Anacomp  your  company." 
To  find  out  how,  contact  P  Lang 
Lowrey,  SVI^  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Atlanta,  GA 
30305,  or  caU  (404)262-2667. 
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"What  advertising 
does  for  package 

goodsjtcandofor 
the  public  g 


•  •  • 


Joseph  D.  Williams,  recently  retired  Chairman  and  C.E.O 
Warner-Lambert  Company  and  Chairman,  1989-92, 
United  Negro  College  Fund 


"If  you  still  have  any  doubts  that  advertising 
works,  I  suggest  you  let  the  United  Negro  College 
Fund  take  you  to  school.  We'll  start  with  a  little 
arithmetic. 

In  1972,  the  year  after  they  first  started 
advertising,  contributions  to  the  United  Negro 
College  Fund  soared  from  $72 
million  to  $11.1  million -an 
increase  of  54%! 

"And  they've  been  going 
up  steadily  ever  since.  Last 
year,  for  the  first  time,  the  UNCF 
broke  the  $50  million  mark.  In 
total,  the  campaign  has  helped 
encourage  contributions  of  more 
than  half  a  billion  dollars! 

"This  healthy  growth  is 
even  more  impressive  when  you 
realize  it  was  achieved  in  an  en- 
vironment of  competition  so 
intense,  it  could  make  even  a 
seasoned  package  goods 
guy  quiver. 

"The  media  generously 
donate  over  $20  million  in  free 
time  and  space  to  run  the  UNCF 
campaign  each  year  through  the 
Advertising  Council.  The  Fund's 
slogan,  'A  mind  is  a  terrible  thing 
to  waste,'  has  a  recognition 
rating  of  96%  and  is  one  of  the 
longest-running,  most  success- 
ful, most  quoted  (and  occasion- 
ally misquoted)  theme  lines  in 
the  history  of  advertising. 

"Proof  positive  that  when 
advertising  -  any  advertising  - 
is  made  relevant  and  intrusive,  people  respond. 
They  always  have.  They  always  will. 

"In  the  case  of  The  United  Negro  College 
Fund,  advertising  has  been  the  bridge  between 
thousands  of  bright,  deserving  kids  and  their 
hopes  and  dreams. 

"It  works,  and  I'm  proud  to  be  a  part  of  it." 


//// 
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est  bit  of  marketing  of  salmon  rights 
these  days  is  being  done  on  the  river 
Ericht,  a  fast,  handsome  river  that 
runs  through  a  wooded  gorge  near 
Blairgowrie.  The  Villa  Owners  Club 
Ltd.,  which  runs  1.4  miles  of  double- 
bank  fishing  on  the  Ericht  called  the 
Lower  Craighall  Beat,  sells  Holiday 
Property  Bonds  that  are  publicly  trad- 
ed and  listed  in  the  Financial  Times. 
The  coupon."  The  right  to  fish  the 
Ericht  during  a  specific  period  forev- 
er. "It's  like  a  mutual  ftind,"  says 
Michael  Warwick,  an  investor.  "In- 
stead of  pounds  you  receive  points 
that  enable  you  to  fish  the  river."  It's 
also  liquid,  yours  in  perpetuity,  and 
vou  can  pass  it  on  to  your  kids. 

Here's  how  it  works:  A  £10,000 
($17,800)  bond  purchase  equals 
10,000  holiday  points  annually.  The 
Ericht  eats  up  anywhere  from  850  to 
8,000  points,  depending  on  the  week, 
plus  another  $135  per  rod  per  week 
for  overhead.  The  price  of  access  to 
the  river,  in  holiday  points,  is  fixed,  as 
is  the  number  of  rods. 

Caution:  Although  the  operators 
have  a  good  reputation,  transaction 
costs  are  painftilly  high.  When  you 
buy  the  bond  the  management  of  the 
Villa  Owners  Club  takes  out  a  25% 
commission,  leaving  you  with  only 
$13,350.  Not  only  can  this  commis- 
sion change  at  any  time,  but  you  can 
also  cash  out  your  bond  only  with  the 
agent.  The  only  control:  Investors 
have  majority  representation  on  a 
board  overseeing  the  management. 

For  the  salmon  stalker,  the  Ericht  is 
a  spot  to  visit.  The  scenery  is  breath- 
taking, with  plent>'  of  bank  climbing. 
The  occasional  pheasant  flurries  away 
fi-om  the  gillie's  heav\'  tread.  But  this 
feeder  into  the  Tay  doesn't  have 
much  of  a  catch.  During  the  last  six 
years  the  Lower  Craighall  Beat  yield- 
ed just  25  fish  a  year.  The  bondholder 
is  sharing  this  meager  return  with  1 22 
other  bondholders.  But  the  big  at- 
traction of  this  scheme  is  that,  starting 
this  September,  more  and  better  riv- 
ers are  to  be  added.  So  will  a  mecha- 
nism to  enable  investors  to  swap  freely 
among  available  rivers. 

As  an  investment  proposition, 
these  bonds  arc  as  sketchy  as  a  penny 
stock — but  a  lot  more  ftjn.  Says  Ar- 
mittage,  the  Montcoffcr  partner: 
"Nobody  can  ever  make  another 
Scottish  river."  WM 

Forbes"  June  22,  1992 


Consistent 

Performance 

:!?•      Results 


Templeton 

Foreign  Fund 

If  you  are  an  investor  who  wants  to  diversify  your 
portfolio  overseas.  .  .  and  your  goal  is  consistent, 
long-term  performance,  take  a  look  at  the  Templeton 
Foreign  Fund's  scorecard. 


'Average  Annual  Return  as  of  3-31-92 


Templeton 

B      A  COMMON  SENSE  APPROACH 


Call  24  Hours 

1 -800-325-9950 
Ext.  535 
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Will  Boris  Yeltsin  make  good  the  debts  of  the  czars? 
If  you  buy  Batista  bonds,  will  Fidel's  successor 
pay  you  back?  If  such  fantasies  appeal  to  you, 
here  are  some  ways  to  play  them. 

Lampshades, 
anyone^ 

By  Jason  Zweig 


One  of  the  hot  securities  on  the 
New  York  Stock  Exchange  last  year 
was  a  bond  that  has  been  in  default 
since  1960.  In  a  few  weeks  in  mid- 
summer, the  4.5%  bonds  of  the  Re- 
public of  Cuba,  due  in  1977  and 
payable  in  U.S.  dollars,  shot  from 
$270  per  $1,000  of  face  value  to 
$540.  Apparendy,  speculators — 
many  of  them  Cubans  in  south  Flori- 
da— were  gambling  that  the  jig  was 
up  for  Fidel  Castro  and  that  a  new 
government  would  honor  the  old 
bonds.    Close,    but   no   cigar.    The 


Cuban  sugar  bond 
Castro's  fall 
might  sweeten 
its  value. 


Russian  municipal  bond,  1911 


bonds  have  fallen  back  to  $322. 

Although  the  Batista  bond  still 
looks  a  bit  overvalued,  long  shots  like 
this  can  sometimes  pay  off.  In  1979 
Bulgaria  paid  off  nvo  defaulted  bonds 
from  the  late  1920s  at  $360  per 
$  1 ,000  bond — a  nice  profit  for  specu- 
lators who  had  bought  up  the  paper 
for  as  little  as  $25.  Six  years  agt) 
Czechoslovakia  paid  off  eight  issues 
from  the  early  1920s  at  up  to  98%  of 
par.  In  the  cariy  1980s  they  could  be 
bought  for  as  little  as  3%  of  par. 

Before  you  start  hunting  for  old 
defaulted  paper,  bear  this  in  mind:  It 
may  be  a  long  wait  or  it  may  be  forever 
before  they  pay  off.  Meanwhile, 
N'ouVe  stuck  with  illiquid  invest- 
ments. No  brokerage  firm  makes  a 


real  market  in  this  kind  of  paper, 
although  a  handful  of  brokers,  includ- 
ing Carr  Securities,  Cowen  &  Co.  and 
Herzog  Heine  Geduld,  trade  dead 
bonds  sporadically.  Most  brokers 
can't  sell  you  any  antique  bonds,  and 
there's  not  a  chance  they'll  ever  buy 
them  from  you. 

For  the  intrepid,  auctioneers  and 
dealers — including  R.M.  Smythe  & 
Co.  in  Manhattan,  Phillips  in  Lon- 
don, Haley  Garrison  in  Williamsburg, 
Va.  and  Scott  J.  Winslow  Associates  in 
Nashua,  N.H. — run  mail-order  sales. 

But  it's  nearly  impossible  to  round 
up  large  amounts  of  an  antique  de- 
faulted issue,  since  the  bonds  have 
been  strewn  through  bank  vaults, 
dresser  drawers,  shoeboxes  and  attics 
around  the  world.  Serendipity  is  your 
best  weapon.  Old  financial  paper 
turns  up  at  fler.  markets,  paper  shows 
and  bookshops.  Daniel  Collier,  a 
leading  dealer  based  in  Manhattan, 
says  he  even  finds  rare  bonds  made 
into  lampshades.  "The  lamination 
can  make  them  a  litde  hard  to  work 
with,"  he  says. 

Most  old  securities  are  more  useful 
as  lampshades  than  for  speculation. 
Diana  Herzog,  president  of  R.M. 
Sm\iJie,  estimates  that  only  about 
10%  of  the  securities  her  firm  ap- 
praises have  any  claim  value — and  in 
most  cases,  even  these  are  worth  more 
as  collector's  items.  A  £150  Monte- 
negro bond,  for  instance,  has  a  hypo- 
thetical recovery  value  of  about  $75 — 
but,  instead  of  turning  it  in  to  the 
wobbly  authorities  in  Belgrade,  who 
now  have  jurisdiction  over  that  long- 
gone  mountain  kingdom,  you  could 
probably  get  about  $250  for  it  from  a 
collector.  Many  of  the  latter  prize  the 
bond  for  its  fine  cngra\ing  and  its 
portrait  of  a  plump  Balkan  princess. 


5%  czarist  note  issued  in  Washington,  D.C. 
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In  1866,  when  the  transatlantic  cable  linked  two  continents, 
Allendale  had  been  in  touch  with  its  customers  for  31  years. 


The  tekgraph.  For  years  engineers  had  dreamed 
:  using  it  to  bridge  tl^  communication  gap  between 
?^_jope  and  North  America.  But  it  v^-asn't  until  1866 
- Jt  the  dream  became  realit>'.  .\nd  when  the  Great 
Eastern  sent  the  first  message,  Allendale  had  been 
stening  and  respcurvding  to  dients  far  31  \ears- 
In  a  changing  world  where  events  like  this  shape 
story  this  is  our  way  crf^  reminding  you  of  one  progres- 
sj\^,  stable  company  that  s  been  in  business  since  1835. 


Today  at  Allendale,  we  continue  to  shape  the 
histcxy  of  loss  ccw\trol  with  engineering,  training, 
research  and  testing,  responsiveness  and  fairness  in 
the  way  we  do  business.  After  a  century  and  a  half,  that 
part  of  our  philosophy  is  not  about  to  change. 
Allendale  Insurance,  P.O.  Box  7500.  Jcrfinstcwi,  Rhode 
Island  02919. 

Allendale  Insurance  Factory  Mutual  System 

A  till  III  III  wnoisas. 


EXOTICS 


Pre-World  War  I  Montenegro  bond 


Once  in  a  while  an  item  of  real  value 
turns  up.  Richard  Wilson,  a  veteran 
bond  analyst  at  Fitch  Investors  Ser- 
vice, paid  $150  ten  years  ago  for  a 
£100,  4%  bond  issued  by  the  Toron- 
to, Grey  &  Bruce  Railway  Co.  in 
1884.  Wilson  bought  it  for  the  curios- 
ity value  of  its  999-year  maturity  but 
later  learned  that  Canadian  Pacific 
had  assumed  the  debt  and  still  pays 
interest  on  the  bonds.  The  time  and 
expense  of  sending  in  coupons  to 
collect  a  semiannual  check  for  a  bit 
over  $3  makes  the  investment  value 


almost  nil.  Insisting  on  payment  may 
nonetheless  be  usefiil  as  a  tactical 
device  for  persuading  CP  to  buy  the 
bond  back  at  par. 

Before  buying  any  fixed-income 
antique,  read  the  fine  print,  if  you  can 
handle  the  French  or  German  or  Ser- 
bo-Croatian or  Czech.  You  may  be 
paid  off  in  U.S.  dollars  or  in  some- 
thing much  less  appealing,  like  Bul- 
garian leva  and  stotinki.  Your  nation- 
ality matters,  too.  When  the  Soviets 
redeemed  some  $75  million  in  pre- 
Revolution  debt  in  1987,  they  would 
accept  only  bonds  owned  by  British  or 
French  citizens;  the  bonds  had  to  be 
delivered  by  hand  to  the  Soviet  Em- 
bassy in  London. 

Caution:  Because  of  the  technical 


the  government  of  Czar  Nicholas  II. 
In  a  kind  of  poetic  justice,  the  largest 
block  of  this  czarist  debt  is  controlled 
by  Carl  Marks  &  Co.,  the  London  and 
New  York-based  investment  firm.  "I 
believe  they  will  be  valuable  some- 
day," says  President  Edwin  Marks. 
"The  Russians  might  well  pay  them 
off,  but  when?  Your  guess  is  as  good  as 
mine." 

A  S 1 ,000  czarist  note  might  cost  up 
to  S250  at  an  antique  shop  or  an 
auction.  If  that's  too  tame  a  gamble, 
take  a  look  at  the  5%  notes  issued  by 
the  provisional  government  of  Alex- 
ander Kerensk}'  in  1917.  Because  of 
their  great  rarity,  a  S5,000  note  could 
run  you  up  to  SI, 250.  Investment 
value:  close  to  nothing. 


4%  Cuban  bond  issued  in  1953 


Preferred  stock  in 
St.  Petersburg 
electric  utility 


requirements  of  "good  delivery" 
specified  by  their  indentures,  many 
old  bonds  are  not  redeemable  unless 
the  interest  coupons  falling  due  afi:er 
the  default  are  still  attached. 

Finally,  remember  that  sovereign 
borrowers  have  the  right  to  be  dead- 
beats.  The  state  of  Mississippi  is  still  in 
default  to  holders  of  $7  million  in 
bonds  it  issued  in  the  1830s  and 
repudiated  with  a  constitutional 
amendment  in  1875.  Governments 
continue  to  do  that.  A  recent  West 
Virginia  judge's  decree  permitting 
the  state  to  welsh  on  some  losing 
futures  trades  placed  with  Morgan 
Stanley  should  give  investors  pause. 

For  those  still  inclined  to  speculate, 
old  Russian  debt  has  lately  attracted 
some  interest.  In  1916  a  syndicate  led 
bv  J. P.  Morgan  &  Co.  s()ld  S25  mil 
lion  in  5Mj%  five-year  notes  and  $50 
million  in  6V^%  three-year  notes  for 


Cuba?  The  Foreign  Claims  Settle- 
ment Commission,  an  arm  of  the  U.S. 
Department  of  Justice,  determined  in 
1972  that  the  U.S.  property  confis- 
cated by  Fidel  Castro's  government 
was  worth  SI. 8  billion  in  I960  dol- 
lars. Those  claims  will  accrue  at  6% 
simple  interest  until  Castro  is  ousted. 
Dozens  of  U.S.  public  companies, 
including  ITT  Corp.,  Wix^l worth 
Corp.  and  Sears,  Roebuck  &  Co., 
have  claims. 

S(\  in  principle,  does  anyone  who 
holds  securities  of  Compania  C  ubana 
de  Flectricidad;  at  least  400,000  of 
the  utilirv  's  shares  and  more  than  S35 
million  in  its  bonds  arc  probably  still 
kicking  around.  The  4VA  tx^nd  due 
in  1980  would  probably  cost  you  a 
small  fraction  of  par.  Uliile  you  wait 
fi>r  Fidel  to  fall,  you  can  frame  it  and 
ham;  it  behind  the  BarcaUnmccr  in 
your  den.  Bi 
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AIRBUS  INDUSTRIE  ACHIEVED  THIS  20  YEARS  AGO 


By  the  end  of  1992,  12  European  nations  plan  to 
have  a  single  market  sinnllar  to  the  United  States.  But  in 
1970,  several  European  aerospace  connpanies  had 
already  anticipated  this  kind  of  international  cooper- 
ation. They  formed  Airbus  Industne,  the  first  example  of 
trans-European  partnership. 

This  multi-national  consortium  has  successfully 
conducted  the  complex  business  of  building  and  selling 
large  commercial  aircraft. 


To  accomplish  this  goal.  Airbus  Industne  has  both 
harnessed  Europe's  aerospace  expertise  and  introduced 
many  Amencan  businesses  to  the  global  marketplace. 

Today,  Airbus  Industrie  has  become  the  2nd  most 
successful  aircraft  manufacturer  in  the  world.  And  two 
decades  of  successful  partnership  have  made  the 
consortium  a  model  for  post- 1992  European  companies. 

That's  why,  in  commercial  aviation,  we're  Number  2 
and  leading. 


^AIRBUS  INDUSTRIE 


EXOTICS 


A  lesson  in  investment  and  taxes 
in  the  style  of  Damon  Runyon. 

Sam  and 
the  Celtics 


By  Richard  Phalon 

I  SHOULD  FIRST  tell  vou  how  I  comc  to 
be  all  sored  up  at  the  feds  and  the  red 
tape  they  wrap  around  venturesome 
citizens  such  as  risk  a  few  bob  on 
limited  partnerships  like  the  Boston 
Celtics. 

It  starts  when  this  new  grandneph- 
ew,  Sam  Barrett  Buckley,  makes  his 
debut.  I  give  him  five  shares  of  the 
Boston  Celtics  as  a  christening  pres- 
ent. As  Sam  lives  not  far  from  the 
Boston  Garden,  I  figure  quicker  than 
you  can  say  Larry  Bird  he  becomes  a 
certified  Celtics  loony,  just  like  his 
parents,  Mark  and  Nancy  the  Mom. 
Also,  I  figure  this  nice  12%  yield  on 
the  units  piles  up  a  few  potatoes  for 
the  kid  when  it  is  time  to  go  study 
with  the  Har\'ards  or  the  Yales. 

As  it  turns  out,  maybe  I  do  not  do 


Sam  or  myself  too  much  of  a  favor. 

Here  is  why  I  am  doing  no  favor. 
With  one  thing  and  another,  the  feds 
do  not  yet  give  Sam  a  Social  Security 
number.  They  say  Sam's  shares  can- 
not be  transferred  out  of  my  account 
until  he  gets  such  a  number. 

I  do  not  worry  about  this.  The 
Celtics  lay  a  distribution  of  $1 1 .25  on 
Sam's  paper  in  September  1991  for 
fiscal  year  1992.  Spring  is  in  the  air 
and  1  am  expecting  only  the  usual  pre- 
Apr.  15  hassle  as  1  go  see  my  taxman, 
Bob  Parks,  at  Mason  &  Co.  on  Park 
Avenue.  He  looks  at  the  $11.25  on 
my  dividend  work  sheet  and  barks  like 
this:  "Where  is  your  Form  K- 1  on  the 
Celtics.>" 

I  tell  him  I  never  see  any  such  K- 1 
and  ask  him  if  the  feds  now  come  to 


where   they   name   tax   forms   after 
breakfast  foods. 

Parks  sighs  and  explains  that  with- 
out a  K- 1 ,  he  cannot  tell  whether  ail 
the  $11.25  Sam  gets  from  the  part- 
nership is  taxable  income  or  not.  I  tell 
him  to  make  it  all  taxable,  as  if  it  were 
dividends.  At  the  S3  a  minute  he 
charges  me  for  this  conversation,  I 
figure  1  am  already  out  $11.25. 

Parks  sighs  again.  Without  I  come 
up  with  this  piece  of  paper,  he  cannot 
file  my  return  at  all. 

1  decide  to  make  some  inquiries. 
George  Barbee,  executive  director  of 
client  ser\'ices  at  the  Price  Water- 
house,  tells  me  Sam  and  I  are  not  the 
only  ones  such  as  have  K- 1  heartburn. 
"For  most  people,"  he  says,  "the  K-1 
is  unintelligible.  It's  like  nothing 
they've  ever  seen  before." 

In  theory,  Earbee  tells  me,  the  K-1 
is  tailored  to  the  organization  of  the 
partnership,  which  itself  pays  no  tax- 
es. Same  with  all  such  limited  partner- 
ships. Their  expenses  and  revenues 
flow  through  direcdy  to  Sam  in  direct 
proportion  to  the  five  units  he  owns. 
The  revenues  come  ft-om  diflferent 
sources;  some  ft"om  tickets  and  TV'; 
some  from  interest;  some  ft-om  divi- 
dends and  capital  gains.  Each  of  those 
items,  reported  separately  to  each  of 
the  partners  on  the  K- 1 ,  must  then  be 
nudged  into  the  appropriate  slots  on 
their  1040  returns. 


For  people  who  like  to  fill  out  tax  forms 


Limited  partnership/business 


Boston  Celtics/basketball  franchise 
Cedar  Fair/amusement  parks 
EQK  Green  Acres/shopping  mall 
Perkins  Family  Restaurants/restaurants 

Red  Lion  Inns/hotel  management 
Reich  &  Tang/securities  brokerage 
ServiceMaster/diversified  services 
Tenera/computer  software  &  services 

Cash  flow,  earnings  and  distribution  data  are  for  fiscal  year  1991.  Taxab'/income  includes  ordinary  income  and  capital  gams.  'Net  income  plus  deprecation  and  amortization. 
Sources.-  Value  Line  Investment  Survey  via  Lotus  One  Source:  Fortjes. 

Little  Sam  is  going  to  have  a  rough  time  with  his  Form  1040  for  as  long  as  he  hangs  on  to  his  Celtics  position.  But  maybe  you 
don't  mind  doing  complicated  tax  returns.  Then  this  list  of  publicly  traded  limited  partnership  units  will  be  of  interest 
Several  offer  good  yields  with  favorable  tax  treatment.  If  a  partnership  distributes  $3  a  share  but  only  $2  is  currently 
taxable,  the  $1  is  a  return  of  capital.  It  reduces  the  shareowner's  cost  basis  in  the  unit  and  thus  can  give  rise  to  capital  gain 
in  a  later  year — a  long  way  off,  it  is  hoped.  One  caution:  Publicly  traded  partnerships  will  lose  their  favorable  tax  status 
Dec.  31, 1997,  unless  they  get  most  of  their  income  from  timber,  oil  or  real  estate;  after  that  year,  corporate  income  taxes 
will  cut  into  the  cash  available  for  distribution. 


Sales 

price 

cash  flow* 

rci  uiiii — 

earnings 

distribution 

taxable 

($mil) 

irKome 

$41 

$18.88 

$1.71 

$1.69 

$1.40 

$0.62 

128 

20.00 

2.16 

1.68 

1.49 

0.74 

17 

10.88 

1.25 

0.24 

1.35 

0.00 

181 

19.13 

2.47 

1.47 

1.28 

1.32 

97 

20.00 

2.94 

0.71 

2.20 

0.66 

54 

12.25 

1.48 

1.50 

1.64 

1.43 

2,110 

24.75 

2.45 

1.78 

1.27 

0.39 

44 

3.13 

-0.08 

-0.66 

0.31 

0.17 
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JOIN  THE  GENERATION 
THATWILLLIVETO120. 


Eoch  generation  lives  a  little  longer,  thanks  to  modem  science.  But  the  breakthroughs  that  could  extend  human 

life  all  the  way  to  its  theoreticallimit  of  120  are  just  beginning,  says  Kathy  Keeton,  founder  and  president  of 

Longevity  magazine.  IMow,  in  her  new  bestseller  LONGEVITY;  The  Science  of  Staying  Young,  written  in 


cooperation  with  specialists  from  the  Notional  Institute  of  Aging,  Ms.  Keeton  tells  you  about  amazing 
new  discoveries  that  bring  the  dream  of  perpetual  youth  closer  than  ever  before. 

Look  and  feel  years  younger. 

Kathy  Keeton  shares  everything  she's  learned  from  the  experts  and  from  her  own  experierKe:  tfie 

secrets  of  proper  diet,  the  dietary  supplements  that  work,  physical  workouts  and  mental 

exercises  that  promise  longer  life  —  as  well  as  tips  on  which  drugs  work  and  which  don't, 

cosmeceuticals  and  plastic  surgery  techniques  that  will  make  you  feel  half  your  age. 

There's  good  news  about  maintaining  your  brain  power,  sexual  activity,  body  tone  or 

youthful  appearance  on  every  page  of  this  exciting  book. 

Test  your  longevity  potential. 

In  chapter  7  of  LONGEVITY  you'll  find  a  series  of  self-administered  tests.  In  just  a 
few  minutes  they'll  tell  you  how  your  biological  age  compares  to  your 


chronological  age  by  checking  your  reaction  time,  skin  tone,  visual 

capacity,  lifestyle  and  stress  type.  No  matter  how  young  you  think  you 

are,  the  results  may  surprise  you.  And  your  detailed  answers  will 


pinpoint  problem  areas  and  suggest  ways  to  change  your  habits 
and  develop  the  healthier  lifestyle  that  will  add  vital,  productive, 
fun-filled  years  to  your  life. 

Find  out  about: 

k       •  The  forty-year  difference  between  the  potential  of  our 
^       bodies  and  what  we're  actually  getting  •  The  hidden 
advantages  of  aging  •  Fats  that  may  be  good  for  your 
heart  •  The  effects  of  exercise  on  osteoporosis  •  A 
radical  low-calorie  life-extension  diet  •  Eye 
L       exercises  to  keep  your  vision  young  •  The 
k       potential    of    selenium    to    prolong    life 
•   Effective  new  cures  for  impotence 
•  Testosterone  to  maintain  women's 
sex  lives  •  A  skin-rejuvenation  drug 
even  better  than  Retin-A  •  Plastic 
i       surgery  that's  quick  and  painless 
^       •  Names  and  addresses  of 
recommended  fitness  spas 
•  And  much,  much  more 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX: 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing*  at  all. 
There  are  no 
schedules,  none 
of  life's  i')re.ssures. 

Laucala  is  for 
people  who  want  the  ultimate  vacaticMi  experience  - 
the  finest  amenities  without  the  formalilies.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch 
your  dining  pleasure.  Dive  in  .i/ure  waters,  world 
renowned  for  the  beauty  and  abundame  of  their 
tropical  fish  and  thi'  mar\ei  ot  tiieir  coral  reels. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  fr^n  the  .stres.ses  ol  e\cr\».iay  lite. 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  moa*  alxml  this 
paradi.se  in  the  Fijis  and  our 
Special  Island  Fxcliisiw. 
Uuicala,  owne<i  and  o|X*rated 
b\  Forbes  M.iga/ine  For 
more  iiifomiation  write  to: 
F.m>l  Rylaiid.  Manager, 
Bt>x  l49.  Fort  (iarland,  c:0 
81 133,  or  caU  1^«H>  H>RRES-5. 
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I  get  a  sample  K- 1  which  has  eight 
little  boxes  covering  eight  different 
kinds  of  income,  each  directing  me  to 
different  places.  For  example,  the  one 
headed  "Ordinary  Income  From  Pas- 
sive Activity" — IRS  for  profit — leads 
me  to  "Form  1040,  Sch.  E,  Part  II, 
Col.  (k)." 

Some  of  the  boxes  lead  me  to  still 
other  forms,  snappy  little  numbers 
such  as  4952  (line  4)  and  8271  (Part 
II,  Col.  b).  With  any  luck  at  all,  I  see  I 
can  also  do  a  8582,  or  even  a  8082. 

What  is  it  that  the  feds  have  against 
partners  like  Sam.'  Mike  Redemske, 
another  Price  Waterhouse  who  helps 
the  Chicago  Cubs  and  many  another 
sports  franchise  through  the  tax 
patch,  tells  me  the  Congress  and  the 
feds  are  maybe  so  addled  by  headlines 
about  scams  and  tax  shelters  that  they 
throw  out  the  baby  with  the  bathwa- 
ter. "If  you've  never  used  a  tax  prepar- 
er before,"  says  Redemske,  "be  pre- 
pared to  retain  one  now." 

I  tell  him  I  already  have,  and  it  costs 
•me  $175.  This  works  out  to  about  15 
times  Sam's  total  distribution  for  this 
year,  and  almost  twice  the  purchase 
price  of  the  stock,  including  a  killer 
odd-lot  differential. 

"When  you  factor  in  accounting 
.costs,  there  may  not  be  a  real  return 
on  investment,"  Price  Waterhouse's 
George  Barbee  tells  me.  He  also  says 
that's  not  true  just  for  small  investors 
like  Sam.  Unlike  the  Celtics,  many 
limited  partnerships  do  not  follow 
standard  forms,  forcing  the  accoun- 
tants to  pull  bits  and  pieces  of  infor- 
mation together  under  hea\y  dead- 
line pressure.  "You  have  $50,000  or 
$100,000  in  a  couple  of  partnerships, 
and  you  can  run  up  an  accounting  bill 
that  will  impact  your  return  prett)' 
quickly,"  says  Barbee. 

The  other  knock  is  that  the  K-ls, 
intelligible  or  not,  often  come  in  close 
to  or  even  after  the  Apr.  15  filing 
deadline.  This  puts  a  heavy  zing  on 
citizens  such  as  expect  a  refund  and 
want  to  file  early. 

Says  Joe  DiLorenzo,  Celtics  finan- 
cial vice  president,  "The  whole  K- 1 
process  is  not  a  well-thought-out 
concept."  He  figures  K-1  processing 
for  the  Celtics  90,000  limited  part- 
ners runs  about  $7  a  year  per  head. 
This  is  a  serious  drag  on  income. 

The  next  kid  which  comes  is  going 
to  get  five  shares  of  at&t.  ^ 
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FIDELITY  EQUITY-INCOME  II 


America's 

Top  Performing 

Equity  Income  Fund 


Average  Annual 
Total  Returns*  as 
of  March  31, 1992 


30.38 


% 


1  Year 


34.84 

Life  of  Fund 
8/21/90-3/31/9i 


% 


Fidelity  Equity-Income  II  Fund 

was  ranked  the  top  equity  income 
fund  for  the  vear  ended  March  31, 
1992.^ 

This  no-load  Fund  purchases 
stocks  that  offer  the  potential  for 
current  income  and  capital  appre- 
ciation. By  investing  in  income- 
producing  stocks  as  well  as  bonds 
and  other  fixed-income  securities,  the  Fund  is  managed 
to  moderate  the  effects  of  market  fluctuations  while 
remaining  poised  for  long-term  growth.  Remember  that 
greater  returns  can  also  mean  greater  risks  and  inves- 
tors should  realize  that  the  Fund's  share  price  and  return 
will  fluctuate. 

Transfer  Your  IRA  to  Fidelity.  Call  toda\  for  a  Fidelity 
IRA  Fact  Kit  and  ask  for  your  free  copy  of  Fidelity's 
Common  Sense  Guide  to  Planning  for  Retifvment. 

Visit  a  Fidelity  Investor  Center  or  Call  24  hours 

1-800-544-8888 


Fidelity 


Investments  * 

Common  sense.  I  ncommon  results. 


(  jII  for  a  current  Fund  pnjspecius  w  jih  more  mfomiaiion  including  manaRfnu-ni  fct-s  and  expenses 
Read  it  car«rfull\  before  \ou  in\i"sl  or  send  nione\  '  \cc()rdini;  to  l.ipper  \nal\  tical  Senices.  F^juitv-ln- 
come  II  ranked  #  1  out  of  (>8  equitx  income  funds  for  the  one-\ear  [H-riod  ended  S  M  02  'Total  returns 
are  historical  and  include  change  in  share  price  and  reinM-stnient  of  di\idends  and  capital  gains  Share 
price.  \  leld.  and  return  « ill  \ar\  and  \ou  ma\  ha\e  a  gain  or  loss « hen  v(hi  sell  \our  Shan's  Pisi  perfor- 
mance IS  no  guarantee  of  future  results  Fidelitv  Pistribulors  ( orpor.ition 

CODE:  FORB/EII '062292 


EXOTICS 


With  the  Dow  at  3400,  you  are  getting  edgy, 
and  you'd  like  to  sell  off  some  winners.  But  you  don't 
want  to  give  a  third  of  your  money  to  the  tax  collector. 
What  options  do  you  have? 

TakeaLEAP 


By  William  Baldwin 

The  tripling  of  the  stock  market 
over  the  past  decade  may  have  left  you 
in  an  uncomfortable  position.  You 
may  be  sitting  on  some  very  big  paper 
gains,  sure  that  a  correction  is  around 
the  corner,  yet  unwilling  to  sell  the 
stocks  because  of  the  taxes  you'd  have 
to  pay.  If  you've  got  low-cost- basis 
stock  and  live  in  a  high-tax  state, 
selling  the  stock  could  erase  almost  a 
third  of  your  capital.  So  you  sit  tight 
and  worry. 

For  investors  in  this  fix,  there  are 
escape  hatches.  One  that  you  should 
look  at  closely  involves  the  options 
market.  Most  people  who  go  into 
stock  options  and  try  to  make  a  killing 
get  beaten.  Options  are  a  zero-sum 
game,  with  computer-equipped  pro- 
fessionals on  the  other  side  of  the 
table.  Figure  in  transaction  costs  and 
options  become  a  negative-sum 
game.  Nevertheless,  options  have 
more  conservative  and  sensible  uses. 
Flere's  one: 

Suppose  you  own  Philip  Morris  at  a 
cost  of  5.  Recent  price,  78.  You  sell  a 
call,  exercisable  at  80,  against  your 
position.  Then  you  use  the  option 
premium  you  collect  to  buy  a  put,  also 
with  a  strike  price  of  80.  Net  outlay: 
pretty  close  to  zero. 

This  straddle  has  effectively  frozen 
your  profit  in  the  stock;  you  have 
made  a  sale  in  all  but  name.  Why?  If 
the  stock  lands  above  80  at  the  expira- 
tion of  the  options,  the  call  will  be 
exercised  against  you  and  you  will  be 
out  at  80.  If  the  stock  ends  the  period 
below  80,  you  exercise  your  right  to 
sell  at  80.  Either  way,  you're  out  of 
the  stock.  Think  of  it  this  way:  This 
combination  of  option  trades  has  en 
abled  you  to  sell  your  stock  for  future 
deliven,'  at  a  preordained  price. 

For  hedgers  like  you,  the  newly 
created  market  in  long  duration  op- 
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tions  is  tailor-made.  These  long  op- 
tions, which  go  by  the  name  leaps 
(long-term  equity  anticipations),  are 
now  available  on  a  small  list  of  blue 
chips.  LEAPS  last  as  long  as  two  years. 
The  more  established  short-term  op- 
tions, available  on  several  hundred 
stocks,  last  for  up  to  nine  months. 

But  don't  you  get  hit  for  capital 
gains  tax  on  the  Philip  Morris  when 
the  options  expire?  Not  if  you  don't 
want  to.  Instead  of  delivering  your 
Philip  Morris,  you  can  close  out  your 
option  positions  for  cash — gaining  on 
one,  losing  on  the  other.  You  still  own 
Philip  Morris. 

If  your  Morris  stock  has  in  fact 
fallen,  say  to  65,  then  you  will  have  a 
paper  loss  there  (or  rather,  a  smaller 
paper  gain)  and  a  cash  profit  in  the 
options.  That  option  gain  of  $15  a 
share  will  be  immediately  taxable.  But 
better  to  owe  tax  on  $15  than  tax  on 
$73,  the  gain  you  would  have  report- 
ed had  you  sold  the  stock  outright. 
The  bottom  line  is  that  your  stock  is 
worth  $13  a  share  less  on  paper,  but 
you  ha\e  made  a  profit  of  $15  a  share 
on  your  options. 

And  if  Philip  Morris  keeps  shooting 
up,  say  to  95?  Then  you  ha\e  another 
$17  of  paper  gain  on  your  stock,  and 
that  gain  remains  untaxed.  Ofi'setting 
most  of  this  gain,  you  w  ill  have  m\  out- 
of-pocket  $15  loss  on  the  options. 


Can  you  deduct  this  loss?  It  depends. 
If  you  bought  the  stock  before  1984, 
when  an  anti-straddle  law  went  into 
efixsct,  you  can  make  a  good  case  for 
being  able  to  claim  the  capital  loss  on 
the  options  immediately,  says  Richard 
Shapiro,  a  tax  partner  at  Grant  Thorn- 
ton. If  you  bought  the  stock  more 
recently,  then  the  straddle  rule  proba- 
bly compels  you  to  defer  claiming  the 
loss  until  the  Morris  shares  are  sold. 
At  worst,  then,  a  rising  market  leaves 
you  with  some  further  gains  that  are 
not  yet  taxed  and  some  offsetting 
losses  that  are  not  yet  deducted. 

Big  question:  What  are  the  transac- 
tion costs?  Michael  Gorham,  a  risk 
management  adviser  at  Swiss  Bank 
Corp.  in  Chicago,  calculates  that  a 
LEAP  hedge  in  Philip  Morris  could  be 
maintained  at  an  average  annual  cost 
of  as  littie  as  22  cents  a  share.  (He 
assumes  a  brokerage  commission  of 
$5  a  contract,  plus  larger  sums  lost  to 
bid/ask  spreads  on  the  exchange 
floor.)  That  comes  to  a  bit  more  than 
V4%  a  year — which  beats  paxing  30% 
to  the  tax  collector. 

If  your  stock  offers  only  the  nine- 
month  options,  figure  on  paying 
about  three  times  as  much  to  play  this 
tax  game. 

If  you  want  to  use  options  to  lock  in 
gains,  we  advise  you  to  read  attome\' 
Shapiro's  48 -page  manual  on  the  tax 
treatment  of  stocks,  bonds,  options 
and  fiiturcs  ("Taxes  &  Investing"), 
available  free  from  your  broker  or  any 
of  the  options  exchanges.  Gar\'  Gasti- 
neau,  one  of  Gotham's  colleagues  at 
Swiss  Bank  Corp.,  is  the  author  of  Tlic 
Options  Manual,  published  by 
McGraw-Hill.  That  book  explains 
such  subtleties  as  why  a  r\vo-ycar  call 
on  Philip  iMorris  ought  to  cost  about 
the  same  as  a  t\vo  year  put,  when  the 
strike  prices  are  both  just  a  bit  higher 
than  today's  stock  price. 

If  the  options  straddle  Uxiks  a  little 
exotic,  it  is  still  often  better  than  the 
more  obvious  alternatives.  Some  peo- 
ple simply  buy  puts  without  selling 
calls,  but  that  demands  a  large  cash 
outlay.  Shorting  index  tutures  is  risky, 
because  Nour  stcKks  could  go  one  way 
and  the  overall  market  another. 

rhere  arc  wo  painless,  risklcss,  tax- 
less waN-s  to  protect  yourself  against  a 
bear  market.  But  with  an  intelligent 
use  of  options  you  can  .u  least  buv 
some  protection.  IM 
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Should  The  U.S.  Reorient  Its  Thinking? 


Think  about  it.  Of  the  10  largest  banks  in 
the  world,  8  are  Japanese.  None  are  American. 
Asian  companies  make  47%  of  the  TV  sets  sold 
in  the  U.S.,  while  America  makes  a  mere  12%. 
Is  the  real  story  hidden  between  the  lines? 
Find  out  in  Financial  World.  We  go 
beyond  the  bottom  line  to  scrutinize 
the  inscrutable  issues.  With  the 


depth  and  insight  you  need  to  understand 
the  impact  of  tariffs,  protectionism,  and  work 
ethic  on  corporate  performance.  Right  from 
our  Tokyo  Bureau.  That's  reading  between 
the  lines.  It's  why  nearly  1,500,000  readers 
flag  down  a  copy  of  America's  Oldest 
Business  Magazine.  Every  two  weeks. 
Just  like  the  sun  rises  in  the  east. 


READING  BETWEEN  THE  LINES 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  comeT 


^■||he  land  we're  offering  is  far 
■  from  the  crowds  and  rat  race  of 
Jfc  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  2WA3 
Ft.  Garland,  CO  81 133. 


Obtain  the  Properly  Report  reciinred  by  (  ederal  law  and  road  it  betoro  '^i  :  "         '     ' 

ludged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Hoi 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New 
of  the  sale  or  lease  or  offer  lor  sale  or  lease  tiy  the  Secrelaiv  of  Slate  or  Iha' 
upon  the  merits  of  such  ollering   A  copy  oMhe  offering  slatomont  is  av.i 

(Ranches  NY  A86- 153.  A  stalomentol  Record  filed  with  the  New  Jersey  lu.. , ,  ,   ..  . 

to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obiain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO,  Florida  AD  20537 


THE  FORBES /BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


Dean  Witter  investment  strategist 
William  Dodge  is  betting  that  in  the 
long  run  low  inflation  will  enable  the 
economic  recover}'  to  sustain  itself 
without  any  big  jump  in  interest  rates. 
Somewhat  a  contrarian,  Dodge  likes 
big  department  stores  such  as  May, 
J.C.  Penney  and  Danon  Hudson, 
and  computer  makers  IBM,  Apple  and 
Dell.  His  software  picks  include  Mi- 
crosoft, Novell  and  Oracle  Systems. 
One  of  his  favorite  stocks  is  pharma- 
ceutical house  Bristol-Myers  Squibb. 
It  shows  earnings  growth  and  a  divi- 
dend yield  above  the  market  averages, 
yet  sells  for  a  relatively  low  18  times 
earnings. 

Dodge,  however,  is  not  bullish  on 
the  market  as  a  whole.  He  thinks  it's 
quite  over\'alued  with  the  Dow  over 
3400.  The  Barra  All-US  index  of 
about  5,300  stocks  sells  for  28  times 
its  latest  12-month  earnings,  nearly 
2.4  times  book  value,  and  36  times 
dividends.  All  these  ratios  are  high  by 
historical  standards  and  are  also  high 
in  relation  to  corresponding  ratios  in 
European  countries  (see  table,  p.  201). 

During  the  past  two  weeks  the 
Dow  industrials  moved  into  new  ter- 
ritory, but  with  a  noticeable  lack  of 
•  enthusiasm.  One  of  the  hottest  sec- 
<ors  of  the  market — new  issues — may 
be  nmning  out  of  steam  (see  p.  158). 

A  number  of  other  market  bench- 
marks look  weak  as  well,  including 
breadth  (the  number  of  advancing 
stocks  to  declining  ones)  and  the  daily 
ratio  of  new  highs  to  new  lows.  One 
indicator  that  still  is  in  positive  territo- 
ry: The  Barra  All- US  index  remains 
comfortably  above  its  200-day  mov- 
ing average.  It  has  managed  this  even 
though  the  latest  close  on  the  All -US 
index  is  slightly  below  the  Dec.  31, 
1991  level. 

The  stocks  of  small  companies  per- 
form spectacularly  well  on  occasion — 
such  as  during  most  of  1 99 1 .  But  over 
the  past  five  years,  Barra,  Inc.  reports, 
an  investment  in  ten-year  corporate 
bonds  not  only  returned  as  much  as 
small-capitalization  stocks  but  also 
imposed  only  about  half  as  much  risk 
on  the  investor. 


The  overall  market 
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The  Barra  All-US  index  as  of  5/28/92: 

Market  value:  $3,938.8  billion 

P/E:  27.8 

P/E  minus  negative  EPS:  17.5 

Price/book:  2.3 

Yield:  2.8% 


12-month  closeup 
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Closeup  on  the  market 


The  best  and  worst  performing  stocks 


J 


%  change  from 

Index  or  investment 

2-week  change 

1  year 

5-year  h«h 

Barra  All-US  Index 

0.6% 

■ 

8.5% 

-2.9%     ' 

S&P/Barra  Growth  index- 

1.4 

■■ 

10.8 

-4.7 

StP/Barra  Value  index^ 

0.6 

■ 

10.8 

-0.3     ; 

Dow  Jones  industrials 

0.9 

■ 

13.3 

0.0         [ 

S&P  500 

0.9 

■ 

7.7 

-1.0 

NYSE 

0.7 

■ 

8.4 

-1.1 

Nasdaq 

0.7 

■ 

15.4 

-10.0 

Amex 

0.1 

1 

6.1 

1 

-6.4     : 

EAFE^ 

-1.1 

■ 

-7.1 
-4.0 

-24.5 
-24.0 

CRB  index  *^ 

-1.8 

^m 

Gold^ 

-0.2 

1 

-7.3 

-32.9 

Yen' 

-0.7 

■ 

-6.0 

-21.0 

Dip 

6.8 

^^H 

^6.7 

Best 

Price 

2-week 
change 

1992 
EPS' 

Worst 

Price 

2-week 
change 

1992 
EPS' 

First  Florida  Banks 

44% 

42% 

$2.15 

Mtiiian  Diag 

lOVa 

-29% 

NA 

System  Software  Assoc 

29  V4 

34 

1.36 
-0.88 

Software  Toolworks 
Qual-Med 

141/4 

-28 

-25 

$0.35 
1.50 

Scios 

14 

32 

Puritan-Bennett 

341/4 

32 

1.16 

Ceirtel 

31 '/fe 

-24 

0.69 

BJ  Services 

15»/4 

28 

0.94 

HMO  America 

lOi/i 

-24 

1.28 

The  best  and  worst  performing  industry  factors 


Best 

2-wMk 
change 

Since 
12/31/31 

Worst 

2-week 
change 

Since 
12^1/91 

Oilfield  services 

9.6% 

6.1% 

Tire  t  rubber 

-6.6% 

22.3% 

' 

Eas  utilities 

5.5 

1.5 

Air  transport 

5.8 

-13.3 

International  oil 

4.7 

-0.4 

Tobacco 

2.8 

4.0 

Non-life  insurance 

3.7 

-4.2 

Consumer  durables 

2.2 

14.2 

1 

Aluminum 

2.6 

2.7 

Telephone 

-2.2 

-2.5 

J 

ary  shares  of  foreign  stocks  trading  on  U.S.  marktts. 
gs  powth  and  has  predicted  abac  awrage  earnings 


Note:  Data  for  penod  ending  5/28/92.  The  Barra  All-US  index  consists  of  i  -d  common  stocks  for  which  pnce  quotations  are  ava^ 

AORs.  REITs  and  closed-end  funds  are  exclixled.   -  Total  return  of  a  pom.  °nan  150  large-capitaliation  stocks  that  has  high  his' 

growth  '  Total  return  of  nxjre  than  300  large<apitaiization  stocks  charactenzea  Dy  Km  price-to-book  ratios,  high  yieWs  and  kiw  pnce-to«amings  ratios. '  A  doHar-denommated  capitalgation  wwgftted  index  of 

more  than  1 .000  stocks  from  Europe,  Australia.  New  Zealand  and  the  Far  East.  Soiree:  Morgah  Stanley  Capital  International  Perspective.  *  Index  of  21  commodity  futures.  ^  Knight-Ridder  Finwicial  Information. 

'  Dunng  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES.  Inc.  *  Shows  return  to  the  industry  factor  after  controlling  for  other  influences  includir^  compviy  sue.  value  and 

powth  characteristics.  Multi-mdustry  firms  have  proportional  contributions  m  two  or  more  groups   NA  Not  available  Principal  source  Barra.  Inc  .  Berkeley,  Calif 
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DIUIDENDS  REUIEW 


BY  C  LBERT  STEEDLEY 


Corporate  vs.  government  yields 


87       '88        '89       '90       '91      '92 


Representative  industry  yields 


Corporate  dividend  revisions 

3000 


2500 


2000 


1500 


1000 


500 


I  Positive 
I  Negative 


'81      '83      '85       '87       '89       '91  '92 
Through  April  30,  1992. 


Industry 

Yield 

Payout 
ratio  ^ 

P/E 

Industry 

Yield 

Payout 
ratio  ^ 

P/E 

Auto  &  truck  mfg 

5.1% 

NM 

NM 

Household  prods 

2.5% 

40% 

25 

Banking 

4.2 

44% 

16 

Integrated  petroleum 

4.9 

128 

28 

Basic  chemicals 

4.5 

74 

19 

Pharmaceuticals 

2.2 

38 

22 

Electric  utilities 

6.6 

107 

16 

Retail 

2.0 

38 

23 

Electrical  equipment 

3.0 

40 

14 

Telecommunications 

4.3 

60 

30 

Dividends  have  been  going  up,  but 
not  as  fast  as  stock  prices. 

Arnold  Kaufman,  an  economist  at 
Standard  &  Poor's,  predicts  that  close 
to  1,300  U.S.  corporations  will  raise 
their  dividends  this  year;  only  1 ,086 
did  so  last  year.  Kaufman  expects  that 
the  composite  dividend  for  the  s&P 
500  index  will  be  S 1 2 .80  this  year,  up 
5%  from  1991.  The  1991  figure  was 
up  less  dian  1%  from  1990. 

But  stocks  have  raced  ahead  of 
these  dividend  gains.  The  s&P  500 
index  rose  6.5%  over  the  past  year. 
Thus  the  yield,  3%,  is  slighdy  lower 
than  it  was  a  year  ago. 

The  table  below  left:  lists  ten  com- 
panies that  are  good  candidates  for 
increasing  their  dividends  in  the  near 
future.  These  companies  pay  out  less 
than  55%  of  net  earnings  on  divi- 
dends. Standard  Commercial,  which 
sells  tobacco,  has  raised  its  dividend  in 
six  out  of  the  last  ten  years  and  is  in 
good  shape  to  raise  it  again. 

The  table  at  the  bottom  right 
shows  companies  with  above -market 
yields.  We  searched  for  companies 
having  a  high  ratio  of  earnings  plus 
depreciation  (where  applicable)  to 
capital  expenditures  plus  dividends. 
These  companies  also  have  a  B++  or 
higher  financial  rating  ft-om  the  Value 
Line  Investment  Sunev. 


m. 


m 
Bee 
o'es 


Companies  that  may  raise  their  dividends              | 

Company 

Price 

Indicated 
rate 

Yield 

Payout 
ratio 

Trailing 
EPS 

Centex 

42 '/4 

$0.40 

0.9% 
2.7 

18% 

$2.21 

Crane 

27 '/2 

0.75 

52 

1.43 

Ecolab 

34 '/2 

0.70 

2.0 

34 

2.03 

Hechinger 

9^8 

0.16 

1.7 

24 

0.66 

IMC  Fertilizer 
IntI  Shipholding 

46^8 
2IV4 

1.08 
0.20 

2.3 
0.9 

21 

5.06 

9 

2.19 

EW  Scripps 

28  V8 

0.40 

1.4 

40 

1.01 

Service  Corp  IntI 

27 '/4 

0.56 

2.1 

3f 

1.51       ■ 

Standard  Commercial 

27^8 

0.52 

1.9 

25 

2.07      ■ 

VWR 

27 '/s 

0.80 

2,9 

53 

1.51      1 

High-yielding  stocks 


Company  Price 

Aetna  Life  &  Casualty  42' s 

American  General  47  '/g 

California  Water  32 

Cigna  52 

Montana  Power  25^/8 

National  Fuel  Gas  25H 

San  Diego  Gas  &  Elec  23 '^s 

So  New  Eng  Telecom  31V4 

Washington  Gas  Light  35  % 

Wisconsin  Public  Svcs  27  H 


Indicated 
rate 

$2.76 

2.08 

1.86 

3.04 

1.54 

1.46 

1.44 

1.76 

2.14 

1.70 


Yield 

6.4°.c 

4.4 

5.8 

5.8 

6.1 

5.8 

6.2 

5.5 

6.1 

6.1 


Trailing 
EPS 

$5.22 

4.46 

2.45 

7.15 

1.99 

1.89 

1.77 

2.06 

2,49 

2.32 


loei 


Note:  All  data,  except  where  footnoted,  as  of  5/28/92.  'Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  tnonths"  increase  in  the  Consumef  Price  Index. 
Capitalization-weighted.  Dividends  divided  by  net  income;  all  extraordinary  items  are  excluded.  NM:  Not  meaningful.  Sources:  Media  General.  Value  Line,  via  Lotus  One  Source; 
Standard  &  Poor's. 
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Xjeiore  you  can  even  tnink  ol  openine  a  business  or  a  plant  in 

Alabama,  you  mient  nave  to  overcome  some  mlsperceptions 

about  the  state— imaees  snaped  by  tne  media 

and  mytks  about  tne  ooutn.  11  tnat  s 

tne  case,  tne  lirst  tnin^  we  want 

you  to  open  is  your  mind . 

Jjecause  only  tnen  will  your 

eyes  be  open  to  all  that 

Alabama  has  to  oiler. 

1  hat  s  absolutely  not 

the  case,     Jvay 

■r       Ivosewall 

^»  '■  :^^^      says  ol  his 

iriends 

comments . 

.  ,     -M.obile,  esp 
Friends  nave  i,  r  ^ 

iskeJ  us;WUen  you  ci^lly,  is  very  torward- 

get  off  tne  plane,       ^I  ■    I  ■  ^^     ^ 

w    ^^        r  thinkine  m  attrachnij  new 

do  you  set  your  o  «5 

watch  back^         business,  very  open  to 
ZU  years:  -'      * 

RayRost^n.  change.     He  adds,  "The  city 

Executive  Vice  President,     _  .  f  1  . 

QMS.  Makle         \s  much  more  ol  a  melting  pot 
ol  people  than  i  expected .     \_oncemine  the 
work  lorce,  Jxay  says,      1  hey  re  very  hard- 
workine  and  take  pride  in  their  work  that  you  don  t  lind  in 
the  rest  ol  the  country.    A-s  tor  prolessionals,  we  ve  lound 
many  bright  en^neers  Irom  the  state  s  universities . 

i  Lm  and  Pat  JLan^gan  didn  t  really  expect  to  move  to 


Alabama  when  they  came  here  lor  1  im  s  interview  with  the 
Alabama  ohakespeare  restival.     JJut  we  saw  the  best 
production  ol  C^hekhov  ever,  and  made  up  our 

minds  at  intermission,      limsays.      We 
lelt  that  workine  with  a  theater  that 
draws  Irom  all  over  the  nation, 
even  o^  toreien  countries,  would 
be  an  excellent  opportunity.  And 
L  ve  never  seen  such  strong  com- 
munity support  lor  a  theater. 
1  he  J_anpans ,  w^ho  have  a  six- 
year-old  son  and  a  lo-year- 
old  daughter,  say  that  the 
move  from  Xvhode 
Lsland  to  Alabama  has 
Crtven  us  our  lamily  back. . . 
the  lamily  unit  is  more  together 
here,  and  people  know^  how^  to 
relax  and 
enlov  them- 


joy 
idc 


selves. 
vV  hen  considennj^  a 
location  lor  a  new  plant 
or  business ,  don  t  close  your  mind  to 
Alabama.  i5ecause  a  closer  look  at  us 
could  broaden  your  mind.  And  your 
ix>ssibuities. 


"TTt?  expeciea 

Snakespearv  to 

be  pcrtormea  u-im  a 

^>utnerti  accent!" 


M^ 


The  .'Uvuma  Sn 

FcstimJ,  MtTntaomety 


A.     I     a      p     a 


m     a 


s     n 


W  k 


ere 


You  1      h      {     n     li 


I     s 


Tor  more  inlormation .  contact  the  liconomii-  Uovelopiiient  Partnersliin  of  Alabama:  P.O.  Box  2h^\,  Birmint^nam.  AJah.i- 


i 
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How  can  all 
bond  insurance 
be  the  same, 
if  all  bond 
insurers  aren't? 


While  municipal  bonds 
are  considered  the 
safest  of  investments 
alter  treasuries,  some  invest- 
ors are  still  concerned  about 
their  safetv,  and  even  about 
the  bond  insurance  that  guar- 
antees manv  of  them. 

While  that  guarantee  of 
unconditional,  irrevocable, 
on-time  payment  of  principal 
and  interest  is  identical  for  all 


-  plain: 

trends. 

sidiarv'  of  one  of  the  wor/  out  of 

largest  and  most  financi.^''  some 

successful  companies.  A^*'"  is  not 

FCICistherWvbondiRsl^  ^''^ 
,    ,      bottom 
ance  compain  aw  arded 
T-  •  I     A       •"      L      II   unions  m 
1  nple-A  ratmgs  by  all  thi^  assets 

rating  agencies  -  .Moody's,  pi^y  if 

Standard  &  Poors,  and  Fi  in  an 

Because  FGIC  s 

Aaa/AAA/AAA  insurance  efer  to 

makes  a  bond  more  liquioix  that 

and  the  securitv  it  provir^lue  that 
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ibr.r 
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the  major  bond  insurers, 
bond  insurance  comj)anies 
themselves  do  differ  substan- 
tially. Financial  strength,  rat- 
ings, business  strategies,  and 
even  ownership  of  bond 
insurance  companies  are  all 
important  factors  in  making 
an  irifornied  judgement  aboul 
whellirr  tiic  jirouiisr  lo  pay  is 
more  durable  in  the  case  of 
one  bond  insurer  than  another. 

linancial  (luaranty 
Insurance  ( ioiiipain  is  one  of 
the  leading  bond  insurers.  We 
are  well-known  for  applying 
tlw  most  string(Mit  credii  cri- 
teria in  deciding  wliicli  bond> 
we'll  insure.  We  re  the  only 
insurer  with  a  Iriple-A  rated 
parent  conipanv.  (il*.  (iapiial. 
the  rinancial  ser\  ice>  >ub- 


tliat  nujcli  more  reliable. 
FCIC-in>ured  bonds  are  an 
ideal  investment  for  any  bal- 
anced portfolio.  And  in  these 
troubled  time>.  when  it  seems 
nothing  can  be  depended  on. 
that  is  a  \cr\  good  invest- 
ment indeed. 

For  nion'  infonnation  jiImmu 
F(;i(;.s  Aaa/AA.V/AAA  iuMin-d 
bonds,  call  2 12-607-:i()()(). 


FGIC 

A  GE  Capital  Company 

Tomorrow's  security/ 


nil. 

Icq 
til 

tocr 
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WALL  STREET  IRREGULAR 


MONEY  &  INVESTMINTS 


Academia's  pet  theory  about  markets 
has  been  demolished. 

Beta  is  dead 


BY  MARK  HULBERT 


i  cj.;^.  ^:  ;r.e  A.ejkandna,  Va.- 
Msed  Hulbert  Financial  Digest  His  nevKcst 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  {tien  York  Institute  ct  Finance). 


Capital  Ideas  { Free  Press,  S24.95  ),  by 
Peter  Bernstein,  the  founder  and  tirst 
editor  of  the  Journal  of  Portfolio  Ma  n  - 
ajfement,  is  a  fine  book  and  should  be 
read  by  anyone  wanting  to  under- 
stand modern  Wall  Street.  Unfortu- 
nately for  the  book,  almost  as  soon  as 
• 

it  came  out,  the  investment  theory'  it 
highlights  became  discredited. 

The  book  tells  how  the  capital  as- 
sets pricing  model  got  its  modest 
beginnings  among  a  few  upstart  pro- 
fessors, took  the  rest  of  academia  by 
storm,  won  Nobel  Prizes  for  several 
economists,  and  in  the  process  be- 
came standard  operating  procedure 
for  institutional  investors. 

Bernstein's  book  was  in  bookstores 
only  a  few  w  eeks  w  hen  a  revolutionary' 
study  was  published  by  one  of  the 
heroes  of  Bernstein's  stor\',  Universi- 
t>'  of  Chicago  Professor  Eugene 
Fama.  Fama  and  coauthor  Professor 
Kenneth  French  discovered  that  beta, 
a  central  analytical  tool  of  the  capital 
assets  pricing  model,  is  worthless  as  an 
explanation  of  stocks'  relative  perfor- 
mance over  time. 

Beta  is  a  scoring  system  that  rates 
indi\idual  stocks  according  to  their 
volatility-.  The  theor\  holds  that  the 
only  way  \ou  can  beat  the  market  is  by 
bming  high- beta  stocks — which  also 
means  you  take  a  lot  of  risk.  Despite 
several  decades  of  confident  academic 


assertions  to  the  contran.-,  professors 
Fama  and  French  found  that  high- 
beta  stocks  don't  do  any  bcner  than 
low  -beta  stocks. 

So  far,  other  than  an  article  by 
fellow  columnist  Da\id  Dreman 
(Forbes,  Mar.  30).,  the  reaction  to 
Fama  and  French's  study  has  been 
remarkably  muted.  But  it  means  that 
the  foundation  of  much  of  Wall 
Street's  research  has  been  yanked 
away.  And  it  leaves  finance  depart- 
ments and  business  schools  with  the 
unsavors-  prospect  of  teaching  theo- 
ries to  their  students  and  then  hav- 
ing to  concede  that  those  theories 
are  wTong. 

Ail  this  is  reassuring  for  the  indisid- 
ual  investor,  however.  Despite  the 
theoretical  anarchy  in  academia  and 
the  cries  of  anguish  trom  computer 
jocks  w  hose  programs  are  now  point- 
less, beta's  death  gives  the  investor 
new  hope.  No  longer  can  market- 
beating  strategies  be  dismissed  on  the 
grounds  that  they  must  have  incurred 
above-market  risks.  No  longer  can 
promising  approaches  be  ignored  be- 
cause they  don't  conform  to  theoreti- 
cal orthodoxy. 

One  of  the  best  illustrations  of  this 
need  for  theoretical  humility  is  the 
diversit)'  of  approaches  pursued  by 
the  four  investment  letters  that  have 
beaten  the  market  since  1980,  when 
the  Hulbert  Financial  Dijjest  began 
tracking  the  industry's  performance. 
Not  only  are  their  approaches  theo 
redcally  distinct,  some  actually  con- 
tradict each  other.  But  in  a  w  orld  that 
recognizes  there's  more  than  one 
road  to  riches,  this  need  not  pose 
a  problem. 

For  example,  in  first  place  since 
1980  is  Dan  Sullivan's  TIjc  Chartist, 
which  utilizes  only  technical  analysis. 
In  second  place  is  the  Value  Line 
Investment  Sun^ey,  whose  famed 
ranking  systcrn  focuses  on  several  dif- 
ferent factors,  such  as  price  and  earn 
ings  momentum.   In  third  place  is 


Martin  Zweig's  TJje  Zweig  Forecast, 
w  hich  uses  a  wide  variety-  of  technical, 
ftindamental  and  monetan*  indica- 
tors. .\nd  in  fourth  place  is  another 
Value  Line  scr\ice — o7t  Special  Situ- 
ations Survey,  which  utilizes  strictly 
fundamental  valuation  criteria. 

That's  prett\  interesting,  isn't  it? 
Each  of  the  four  leading  services  uses 
an  approach  significandy  different 
from  the  other  three. 

Or  consider  the  outstanding  per- 
formance of  a  newer  lener.  Eclitor 
Louis  Navellier  was  trained  in  the 
intricacies  of  modem  portfolio  the- 
or>',  and  reponedly  stopped  short  of 
completing  his  Ph.D.  thesis  only  be- 
cause he  was  impatient  to  begin  ap- 
phing  his  academic  research  to  the 
investment  world. 

Navellier's  success  suggests  that, 
even  if  beta  is  dead,  the  trip  from 
gown  to  town  is  still  worth  making. 
Focusing  on  over-the-counter  stocks, 
he  has  achieved  a  37%  compound 
annual  return  since  the  beginning  of 
1985  (when  hfd  began  monitoring 
his  performance),  more  than  dou- 
bling the  market's  annualized  total 
return  over  the  same  period.  Navel- 
lier isn't  surprised  by  Fama's  findings. 
He  tells  me  that  his  own  research 
found  no  more  than  about  a  30% 
correlation  berween  a  stock's  p)erfor- 
mance  and  its  beta. 

How  can  we  make  sense  of  all  this? 
One  finance  professor  remarks  that,  in 
the  wake  of  the  Fama/French  study, 
his  profession  today  is  where  New- 
tonian physics  was  prior  to  Einstein: 
waiting  and  searching  for  a  theor\' 
that  makes  sense  of  the  markets,  rec- 
ognizing that  previous  explanations 
are  woefiiUy  inadequate. 

As  a  monitor  of  investment  letter 
jxrfbrmance,  perhaps  I'm  biased,  but 
I  believe  advisor)  letters  have  a  valu- 
able role  to  plav .  Innovation  comes 
more  easily  to  letter  editors  than  to 
institutions.  .\nd  the  lesson  of  Bern- 
stein's book  and  Fama's  research  is 
the  need  for  innovation  and  keeping 
an  op>en  mind. 

Most  of  the  myriad  letters  out  there 
won't  beat  the  market.  That's  w  hy  it  is 
so  crucial  to  monitor  their  perfor- 
mance rigorously  and  objectively,  so 
that  we  can  discover  those  methods 
that  genuinely  have  promise.  But 
w  e're  all  better  off  because  so  many  of 
them  are  willing  to  trv*.  ^M 
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FINANCIAL  STRATEGY 


MONEY  &  INVESTMEinS 


Forget  big  caps  versus  small  caps.  Go 

for  companies  whose  products  or  services  help 

other  companies  improve  productivity. 

The 'T"  word 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investnnent  advisers.  His  finm  publishes  Ins^t, 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


PRODUCTRTTYis  the  buzzwofd  of  tJie 
1990s,  and  I  like  companies  that 
specialize  in  productivity -enhancing 
hardware  and  sofhsare.  Manufactur- 
ers have  already  made  huge  strides  in 
improving  producti\it\'  under  the  lash 
of  foreign  competition.  Now  it  is  the 
turn  of  the  ser\ice  industries. 

Senices  producrivitx'  growth  al- 
most stopped  in  the  1970s  and  1980s, 
so  17  million  more  people  were  hired 
than  would  ha\e  been  if  output  per 
hour  had  risen  at  the  normal  rate. 
Getting  rid  of  those  extra  people  will 
take  mountains  of  office  automation 
and  telecommunications  hardware 
and  sofh\  are.  With  a  decade-long  play 
in  mind,  my  firm  fa\ors  workstation 
producers  such  as  Hewlett-Packard 
(76)  and  Sun  MicroSystems,  Inc.  (28). 
We  also  like  General  Motors  Class  "£" 
(31),  since  hds  is  a  leader  in  the 
design,  operation  and  integration  of 
large  data  networks.  Bar-code  equip- 
ment maker  Symbol  Technologies  ( 22  ) 
looks  great,  and  superbly  managed 
Emerson  Electric  (51)  and  Cooper  In  - 
(iiistries  Inc.  ( 50 )  make  lots  of  produc 
ti\-it\-enhancing  equipment. 

Oracle  Systems  Corp.  (15),  which 
designs  and  sells  database  manage- 
ment systems;  AutoDesk,  Inc.  (35), 
developer  of  computer-aided  design 


and  engineering  software;  and  ATM 
maker  Diebold,  Inc.  (49)  are  also  in- 
triguing. So,  too,  are  telecommunica- 
tions companies  like  independent 
phone  companies  gte  (31 )  and  Alltel 
Corp.  ( 38 ),  as  well  as  the  Baby  Bells. 
Soutijwestem  Bell  Corp.  ( 60 )  has  as  a 
kicker  10%  of  Telemex,  the  rapidly 
growing  Me.xican  telecommunica- 
tions tirm.  Communications  network 
designer  Octel  Communications 
Corp.  ( 23 )  and  Motorola  ( 80 1,  with  its 
communications-oriented  electronic 
components,  look  attracti\e  for  the 
1990s.  Microsoft  Corp.  (121)  may 
w  ell  continue  to  dominate  productiv- 
it\- enhancing  soft\vare. 

Until  now  service  businesses  ha\e 
not  paid  as  much  attention  to  produc - 
ti\it\'  as  they  might  have.  Expanding 
business  by  duplicating  the  tried  and 
true  is  always  preferable  and  worked 
great  in  ser\ices  in  the  last  two  de- 
cades, when  legions  of  older  \\  omen 
and  armies  of  young  people  were 
entering  the  labor  force. 

Now,  however,  foreigners  have  in- 
vaded U.S.  banking,  advertising,  dis- 
tribution, lodging  and  many  other 
ser\ice  areas.  Customers  are  demand- 
ing better  service  at  the  lowest  pwDssi- 
ble  cost.  Debt-  and  deficit-troubled 
sectors  like  real  estate,  insurance, 
banking,  even  state  and  local  govern- 
ments, are  pressing  for  producti%it\' 
improvements. 

Of  course,  those  companies  that 
achieve  big  producti\ir\'  growth  as 
well  as  those  that  help  them  do  so  will 
be  big  successes.  I  call  the  former 
"bottom-line  growth  stocks,"  com- 
panies that  don't  have  the  unit  vol- 
ume growth  that  normally  earmarks 
growth  stocks,  but  that  will  prove  so 
good  at  promoting  prcxducti\ir\'  and 
retaining  the  benefits  that  they  will 
lo<ik  like  growth  stocks  on  the  bottom 
line.  The  Gillette  Co.  and  Gcxxiyear 
Tire  &  Rubber  Co.  have  done  this, 
but  picking  tiiturc  winners  is  trick>-. 


Even  strong  producri\it>  growth 
could  get  competed  away,  or  the  Jap- 
anese could  decide  to  target  an  indus- 
tn-  and  wipe  out  othen\ise  attractive 
companies.  On  the  other  hand,  the 
vendors  of  producti\it\-related  hard- 
ware or  soth\  are  are  safer  bets,  assum- 
ing their  fortunes  aren't  linked  to  only 
a  few  firms  or  industries. 

Note  that  the  companies  I  have 
listed  as  beneficiaries  of  the  trend 
tow  ard  better  prc>ducti\it>'  in  service 
businesses  range  from  big  Emerson 
Electric  and  Motorola  to  small  Oracle 
Systems  and  Symbol  Technologies. 
The  investment  key  is  producti\it\' 
enhancement,  not  the  size  of  the  firm. 
I  don't  buy  the  argument  that  small 
companies  are  the  place  to  be  in  the 
1990s.  Small  stocks  jumped  in  1991, 
but  that  was  just  the  normal  rebound 
after  their  normal  recession-related, 
greater- than -market  selloff  in  1990. 
Be\  ond  that,  small  stocks  outperform 
their  larger  brethren  only  when  big 
company  earnings  are  troubled.  Oth- 
en\ise,  investors,  both  domestic  and 
foreign,  prefer  household  names. 

I  do  not  exp)ect  that  big  companies 
will  be  especially  troubled  during  the 
rest  of  this  decade.  In  the  1964-68 
and  1975-83  periods,  the  producrivi- 
t\-  of  manufacturers,  w  hich  compose 
nvo-thirds  of  the  large  stock  s&r  500 
index,  was  miserable  and  dragged 
down  earnings  per-share  grxnxth.  In 
those  periods,  investors  fled  to  smaller 
companies,  which  were  less  easy  tar 
gets  for  labor  and  government.  In  the 
1990s,  however,  V.S.  producti\it>' 
growth  will  be  strong  and,  as  a  result, 
unemployment  rates  high.  Profits 
robbing  inflation  will  be  low.  So  the 
earnings  growth  of  large  firms  will  be 
at  no  disad\  aniage  to  small  ones. 

For  the  1990s,  it's  not  small  sttxks 
versus  big  stixks.  It's  picking  the 
companies  that  can  help  other  com- 
panies control  their  costs,  especially  in 
service  industries.  ^ 
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Do  we  need  a  federal  health  insurance  plan? 
Only  if  we  want  a  medical  system  that 
combines  the  efficiency  of  the  Postal  Service 
with  the  compassion  of  the  IRS. 

Another  big  lie 


■'''I'l"  I- 


-of 


This  year's  big  lie,  echoed  in  numer- 
ous pobtkai  speeches,  b  that  2>7 
mflboa  Ammcaiis  are  complctcK' 
luxxnTTcd  by  health  insurance. 

The  estimate  of  37  millioo  \k^as 
,drai%-n  from  a  survey-  for  a  singk  point 
in  time.  It  induded  many  peopk  uiio 
lost  hcakh  insurance  for  a  brief  peri- 
od— there  arc  miUioas  of  such  people, 
changing  jobs,  going  back  to  school, 
moving,  getting  married,  becoming 
widows,  going  off  welfare  and  so  on. 
For  most  of  these  people  the  period  of 
goii^  benefitkss  is  relati\'eh'  brief. 

A  more  realistic  picture  comes  tix)m 
a  1990  Census  Bureau  studv-  entitled 
"Heakh  Coverage  1986  88  "  In- 
stead of  taking  a  snapshot  picture  of  a 
single  month,  this  study  took  a  mov- 
ing picture  over  28  months.  VMiat  it 
found  wras  that  '^''4%  of  all  persons 
lacked  coverage  for  the  entire  peri- 
od.^'' Instead  of  37  million  who  were 
contimiously  without  insurance,  the 
long-term  uninsured  amounted  to 
fewxr  than  10  million. 

Who  arc  the  kng-term  benefitiessr 
0%er  27%  c^  those  without  health 
nsurance  arc  uiKkr  age  16,  while 
another  23%  arc  between  16  and  25. 
Most  of  these  young  people  arc  de- 
pendents who  could  be  insured 
through  their  parents'  emp'oNers,  or 
throu^  college  plans,  at  some  cost.  If 
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some  parents  choose  to  skip  such 
dependent  coverage,  perhaps  only  for 
a  tew  months,  that  does  not  mean 
they  would  not  or  could  not  pay  their 
children's  medical  bills.  And  it  cer- 
tainly does  not  prove  lack  of  "access" 
to  health  Insurance. 

Unemplo>Tnent,  perhaps  surpris- 
ingh',  does  not  account  for  many  long 
spells  without  insurance,  probably  be- 
cause half  the  unemployed  in  any 
given  month  find  new  jobs  within  two 
months.  The  Census  stud\-  shows  that 
onh'  18%  of  the  unemployed  lost  pri- 
vate health  insurance  at  any  time, 
usually  for  less  than  a  year.  The  fi-ac- 
tion  is  probably  lower  now  because  a 
1990  law  requires  employers  to  offer 
insurance  to  laid-off  workers. 

Another  study,  b\-  Katherme  Swartz 
and  Timothy  McBride  of  the  Urban 
Institute,  finds  that  "half  of  all  unin- 
sured spells  end  within  four  months" 
while  "only  12%  to  13%  of  [the  unin 
sured]  have  spells  that  last  more  than 
24  months."  It  also  finds  that  "people 
who  are  employed  ( either  fiiU-time  or 
part-time)  are  more  likely  to  have 
short  uninsured  spells."  That  means 
proposals  for  tederal  "play  or  pay" 
schemes  that  focus  on  requiring  em- 
ployers to  provide  insurance  miss  the 
point  entirely.  Most  of  the  long-term 
uninsured  have  no  employers.  The\' 
are  either  children,  self-employed  or 
living  off  assets. 

Most  damaging  to  the  argument 
that  tens  of  miUions  of  poor  Ameri- 
cans lack  health  coverage  is  this  find- 
ing: Swartz  and  McBride  discovered 
the  highest  percentage  of  shon-term 

uninsured  wu< z  those  with  tam  - 

ily  incomes  a^  -  ^o,000  a  year. 

So  long  as  health  insurance  is  not 
compulson. ,  some  people  v\ill  be  un- 
insured. That  isn't  necessarily  an  irra- 
tional decision  for  healthy  young 
people,  if  the>-  have  auto  insurance 
and  their  parents  have  adequate  sav- 


ings. Many  self-employed  entrepre- 
neurs sensibly  choose  to  insure  them- 
selves or  their  children  for  routine 
medical  expenses  hs  accumulating 
stocks  and  bonds. 

It  is  likewise  not  irrational  for  illegal 
aliens  to  avoid  signing  up  for  govern- 
ment health  plans,  or  for  drug  addicts 
to  avoid  blood  tests.  There  are  a  lot  of 
people  w  ho  would  have  to  be  forced 
to  use  health  insurance,  even  if  tax- 
payers paid  all  the  bills. 

Those  arLxious  to  gain  political  con- 
trol over  medical  care  preter  to  ignore 
these  facts. 

They  also  like  to  argue  that  more 
government  involvement  in  health 
care  could  somehow  low  er  costs.  This 
is  dowTiright  silly.  The  reason  medical 
costs  are  out  of  control  is  not  that  the 
government  covers  too  few  of  the 
nation's  medical  bills,  but  that  it  cov- 
ers too  many.  Taxpayers  now  pick  up 
the  tab  for  42%  of  ail  medical  bills — 
up  fi-om  37%  in  1970.  Whenever  the 
government  subsidizes  any  pur- 
chases, the  effect  must  be  to  increase 
demand  and  bid  up  prices.  If  we  stifle 
that  effect  with  price  controls,  medi- 
cal care  will  have  to  be  rationed  by 
waiting  lists  or  by  bureaucratic  deci- 
sions about  who  lives  or  dies. 

The  government  could  make  thmgs 
easier  for  the  self-employed  and  tem- 
porarily unemployed  by  allowing  a 
refijndable  tax  credit  for  premiums  on 
catastrophic  medical  coverage,  and  a 
tax  deduction  for  building  an  IR.\-Iike 
account  as  a  health  bank  that  could  be 
used  for  major  medical  bills,  or  left  to 
grow  for  retirement. 

Instead  of  listening  to  the  cmpt> 
rhetoric  of  those  w  ho  want  to  federal 
ize   medical  services,  voters  should 
reflect  on  the  probabilit\  that  a  gov 
emment  health  scheme  is  likely  to 
deliver  service  with  the  eflicicno.  of 
the  Postal  Service  and  the  compassion 
of  the  I R5.  ^ 
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FORBES  MARKET 


FINANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
rflARTINZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


631.5%  gains,  with  exceptionally  low 

risk,  for  the  11 V2  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


VOICE  MAIL 


BUSINESS  OPPORTUNITIES 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Maruitacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 

GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


^LAST 

yourn/les^enni! 

VOICE  MAIL 
'>•    TELEMARKETING 
••tALL  PROCESSING 

TransIOffTt  yoo'  PC/XT/AT/386  mio  a  multi-line  woice  pro- 
cessing command  center  inlelltgently  process  your 
sales,  inquires,  and  messages  Complete  package 

Multi-Line  V         I  $995 

SINGLE  LINE  iliiijinniilhi  S295 

VISA  -  MC  -  AMEX  -COO 
fOH  SAl  ES  OH  INFORMATION 

Call:  1-800-947-4884 

CALL    I5IO)  "12?  J800  •  1  AX    ISIOI  -,22  ".SMI 

TALKING  TECHNOLOGY,  INC. 


INCORPORATE  IN  DELAWARE! 


Sp«clallsts  In  setting  up  Delaware 
Cdrporations  General.  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/WrNe  tor  FREE  KIT: 

P.O.  Box  484-FB 
Wilmington,  DE  19899 

800-321-CORP- 302-652-6532 


WLMciUicm' 
m.'J^istry 


FORBES  BINDERS 


M?i  ailANIIC  M 
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FOR  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Filth  Av*.,  R.Y..  NY  10011 

(212)  620-2440 
FAX  (212)  620-2472 


case 


SAVE  YOUR  COPIES  OF  FORBES 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  from  dam-  ,' 
age  Tfiey  hold  about  half  a 
year's  issues  Made  from  re- 
inforced board  covered  with 
leather  like  material  in 
red  Title  is  holslamped 
in  gold  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods 
Cases  1 -$7  95    3-$21  95    6  $39  95 
Binders  1  -$9  95    3-$27  95     6-$52  95 
ORDER  f  ROM   Josso  Jones  lf>0usln«5   DopI   FB 
499   Edsl    E'lp    Ave      Ptiila      PA    19134     EnclOM 
name  address  |nc  P  O  Bo«l  &  p«ym«nl  AdO  $1  p«' 
unil  lo(  P»H  OutSKlo  USA  J2  SO  p«i  unit  (U  S  lundJ. 
onlyl   Pa  residents  add  6S  sales  t*«  Credit  card 
orders  call  1  800-825  6690 1 min  $15)  Please  allow 
4 10  6  weeks  for  delivery  Sallatacllon  Ouararit— d. 


BINDER 


FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  ^Sl  $55 

An  introductory  subscription  to  The  Valne  Line  Investment  Surrey 

brings  you  the  2000-page  Investors  Reference  Service — Value  Line  s  most 
'  recent  Ratings  and  Reports  on  1700  stocks  sind  the  How  to  Invest  in  Common 
Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  for'SeSrSSS.  Available  only  once  every  two  years  to  any  household. 
SPECIAL  BOPrUS:  With  your  subscription  vou  «.ill  also  receive  Barron's 
DICTIONARY  OF  FINANCIAL  AND  INVESTBiENT  TERMS.  Third  EdiUon 
(retail  price  $9.95)— 537  pages  filled  with  over  3.000  definitions  of  terms  from 
stocks  and  bonds,  banking,  corporate  finance,  and  more — in  accordance  with 
Federal  Income  tax  revisions.  Your  subscription  to  Vcilue  Line  may  be  lax- 
deductible.  Consult  your  tax  advisor.  Send  ch<^ck  or  money  order  along  with 
name,  address  and  zip  code  together  with  this  ad  or: 

CaU  Toil-Free  1-800-833-0046 

(Ext.  2903-Dept.  216B22)  American  Express.  MasterCard  or  Visa. 

24  hours  a  day.  7  days  a  week.  30  day  Money-Back  Guarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 


Value  Line  Investment  Survey* 

7 1 1  3rd  Avenue 
NY  10017-4064 
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INVESTMENT  OPPORTUNITIES  ■   MISCELLANEOUS  FOR  SALE 


CAPITAL  GAINS 
TAX  ALTERNATIVES 

Free  details.  Jacobs, 
Box  8194-F,  Shawnee 
Mission,  Kansas,  66208 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQL  IDITY!:! 

We  buy  &  sell  Diamonds  and  all  Precious. 
Gemstones  Free  wholesale  catalog  since 
1%7'  Member  Jewelers  Board  of  Trade  &I 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Mam  Street 

Greenville.  Kenmck>  4:.V»S 

TOLL  FREE  l-«0O-62^-«352 


CABLE  ACCESSORIES 


(Z 


U)xe»« 


CABLE  TV  CONVERTet  B<.xe*' 
STOP  RENTING  !!  ^ 

2  SAVE  MONEY!  OWN  YOUR  BQUIPMEM^ 

P  All  Major  Brand  Names  ' 

N    Dealers  Wanted-  FREE  CATALOG  M 


FREE  30-DAY  TRIAL 

Add-oo  Ctbic  Co. 


J 


FREE 
CATALOG 

of  htdsiness  hooks  for  stile 
by  the  C.S.  (.ioienimvtit' 

>Xritc  n> 

Krrc  BuMHcvs  t  jul»)i 

V  S  tio%crnmcni  Priminu  vlllitc 

lirriif  iW  Markciing— Slop  SM 

VliNhinuion    IX    JiUdi 


l*acific  \Vt>strrn  lniv«T>*itv 


FREE  VIDEO* 


EXTERINiAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 

I  ^^^^lt  ii«  wo'l^     lilr  f\p    •  \i  I  rnliUxi 

(MMM  75»-«H»5  K.XT  MI7  «24hr> 
LaSaLI T  L'MVKRStTY 
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EXECUTIVE  Gins 


CORPORATE  ITEMS 


Ambassador  Lapel  Flags 


jr»Hr> -<|ualil> 
cuslumi/cd  nnbktirs 


24K  Cold  Plate  •  Brilliant,  True  Colors  •  An\  Flag  Mix 
Fast  Deliven  Worldwide:  14  Business  Days  on  Cu^om  Orders 
TME  Co.,  Inc.  l  n  Park  Une  Rd..  Ncu  Milford.CT 06776.  L.S.A. 
Td.  (203)  354^)686     •     Telex  271478     •     Fax  (203)  354-2786 


EXECUTIVE  GIFTS 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton.  American  Made  p<»l<'  *Hirt»   cuM.-m  embroidered  with  vi>ur  logo 
are  «uch  gtM^J  qujlir\.  «c  une..  ■  iraniee  them  fur  an 

indetinitc  perii>d  i<  time!  Free  For  a  price  list  and 

ca,al..guc  please  call:  1-800-847-4478 

Fax  1-718-7k:-46U 

The  Queensboro  Shirt  Company 

Dcpt  F26.  119  N   llth  St..  Grcenpoint.  NY  II2II 


•  OwrMlaaMBaod  _  a m 

Can-800-950-9944    ^.T^*^ 


PERSONAL  CARE 


Stop  sweat 

6  WEEKS 

Dnonic*  is    an    in- 
credibly more  effec- 
tive way  to  connbat 
excess    sweat    — 
wittiout   chemicals 
Electronic  treatment 
gives  6  weeks  dry- 
ness.  Reusable   —  i 
safe  &  effective  say' 
10  medical  books 
Send  for  free  information. 

GENERAL  MEDICAL  CO   Oept    FOB  54 
1935  Armacost  Avenue 
Los  Angeles.  CA  90025 


PEET 


COMPUTERS 


I  mflRYmflC  •. 


Our  15th  year  of  DISCOUNTS 

'tendy*  Computers 

Radio  Shack*  phones      »(i  more 

Toil  Free  800-231-3680 

22511  Katy  Fwy  Katy  (Houston)  TX  7M50 
1-713-392-0747     Fax  (713)  574-4567 


Fbrbes: 
Capitalistlbol 


SANTA  MARIA,  NINA  &  PINTA 

TheofficiaJ    SPAIN  92"  Quiaoenieaaial'i 
best  comincfnoraiives.  Abotdage  anemMed 
plaok-oo-ftame  modeb  of  the  Cohimtns  ships, 
abo  ibi|»-a>-tMlles.  Coolact:  FC  SMford 
Uaetaatioaal.  Inc  .  32  Overtook  Road.  Mtn 
Likei.NJ07(M6  , 

,        I  Tel:  2«l  243-M7*      ^^ 

J^^         .    ft«:  20l-265-»06.^ 
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GRAND  CHOCOLATE 
PIZZA  T» 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Nei;  Da,  G  !:-iS'i-:>e:  -r  .e-,  A,a -an  e 
Call  For  FREE  BROCHURE 

(800)475-R.S.V.P. 


EXECUTIVE  GIFTS 


Executive  BackChair 


I  EBsineered  for 

'  castomlzed  ortbop«dic 
support  to  prevent  and 
relieve  back  pain. 


neck  rest 
•Buflt-m 
ad^tabie 
lumbar  suppon 

Asmeatioaed  in 

tbe  H»ll Street  Jomrm*! 


PaCK^aver  i.MQ-251-2225ot«riie 

iJ  Vllrrv  Ve    Drpi  FMl   HoMm.m  MXOITUi 


EXECUTIVE  GIFTS 


hai,  lit  l..:;r.  i UMii.  TiLi  ON.  itftii  rain. 

won't  SHUNk  \ND  LASTS. 

Satural-i-okTured.  aroog.  soft.  L'S,Vtraied. 
cooon  duck  biocb  VW  k  B  radumn  Brtsh 
bna  hadwR.  Sen  *A  cac  in  Caada.  Poor- 
P9  ana's  Mani.  £wn  size  MS;  $3  bli 

Bee  ftupnrrlru64-pipcaiiifKof  the 
•vrWsbta  travel  and  a^itmrrciodBMf. 
(Sir  Eiani  Hiilari:  ~l  wea it  it's joOy  food 
<iirft~)   Ictad?    AiTtiae. 

Endunbtcs  \-soo-m-2791 

K.^y     ^^cv!VneCJ.  NY  14224 
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ENVIRONMENTAL 


D       I        R 


O       R 


RECYCLING  EQUIPMENT 


ENVIRONMENTAL  CONSULTANTS 


FREE  1 6  PAGE 
LOR  BROCHURE 

on  materials  reduction^ 

recovery  and  recycling  for 

ndustry  and  government. 

secall  1-800-248-8318 
or  fax  219-824-5463. 


rWrall-Ro^ 


aBniENgGERE 

COMPANIES 

An  employee-owned  organization  of 
over  750  experts  providing  stad-to- 

tinisn  environmental  services: 

J  consulting  engmeenng 
J  laboratory  analyses 
J  constnjction  management 
Q  eQuipnwnl  fibrictton 
^  upeiJKons  mamgenient. 

Witti  a  national  dient  tuse.  the  family 
of  firms  enjoys  a  repuUNM  tor 
innovation.  flexiMity.  and  tttaUKtf. 

Headquartereil  in  Syracsse.  N.Y. 

Contact  Gary  N  Kiruh.  P.E.  at 

(315)437-6100. 


STREETWALKER 


EDinO  BY  THOMAS  JAFFE 


A  dowry  with  a  downside 

Smith  Barney  &  Co.,  Primerica 
Corp.'s  investment  banking  and  bro- 
kerage di\ision,  was  going  to  buy  ge's 
Kidder,  Peabody.  But  in  late  May 
Smith  Barney  left  Kidder  stranded  at 
the  altar.  \\Ti\-  the  change  of  heart.' 
Both  investment  firms  are  mum,  but 
Wall  Street  trading  desks  have  been 
buzzing  with  this  explanation:  Kid- 
der's enormous  and  \irtually  unprice- 
able  portfolio  of  collateralized  mort- 
gage obligations  scuttled  the  deal.  A 
Kidder  spokesman  denies 
this  was  the  problem.  ^^^^ 

Here's  what  our  sources 
say:  In  recent  years  Kidder 
aggressi\ely  pursued  the 
underwriting  of  CMOS,  tn- 
ing  to  break  the  lock  on  the 
business  held  by  firms  like 
First  Boston  and  Lehman 
Brothers.  It  ranked  fiftJi  last 
year  among  all  Wall  Street 
firms  in  CMO  underwrit- 
ings,  with  over  SI  billion  in 
deals.  In  number  of  deals, 
51,  Kidder  ranked  third. 

Underwriting  CMOS  is  ^^^M 
easier  than  selling  them. 
Once  a  firm  puts  a  collection  of  mort- 
gages into  its  CMO  pool,  the  securities 
are  sold  in  short-,  medium-  and  long- 
term  pieces.  The  short-  and  mid-term 
(maturities  of  no  more  than  seven 
years)  pieces  are  popular  among  in- 
vestors. But  long-term  pieces,  be- 
cause of  interest-rate  risk,  are  almost 
impossible  to  value  and  difficult  to 
sell.  Kidder,  sources  say,  is  sitting  with 
a  large  and  hard-to-value  CMO  book. 

A  significant  move  in  interest  rates 
(after  the  elections,  perhaps.-)  could 
cause  huge  losses  in  such  positions — 
not  exactly  the  kind  of  dowTv^  Smith 
Barney  was  likely  to  be  looking  for  in  a 
bride.         -Grhtchen  Morgensox 

Temporary  downdraft 

Between  June  1991  and  April  1992 
the  stock  of  Mesa  Airlines,  Inc. 
roughly  tripled,  to  27V2.  Lately,  how- 
ever, it  has  hit  some  turbulence.  Re- 
cent o-t-c  price:  24. 

The  Farmington,  N. XL-based 
commuter  airline — estimated  fiscal 
1992  sales,  SI 64  million — operates 
regional  carriers  Hying  to  and  from 
hubs  in  Albuquerque,  Phoenix,  Mil- 
waukee,  Denver,   Kansas   Cit>'   and 
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Tampa.  Depending  on  the  region,  its 
planes  fly  under  the  names  Mesa, 
Sk>'\vay  Airlines,  United  Express  and 
USAir  Express. 

Lateh'  investors  ha\e  been  turned 
oflF  by  Mesa's  acquisition  of  Fresno- 
based  WestAir  Holding,  a  mone\loser 
in  1990  and  1991,  in  a  S45  million 
stock  swap  that  was  completed  June 
1.  Before  the  deal  closed.  Mesa  had 
6.5  million  shares  outstanding;  the 
deal  will  gradually  add  2  million  more 
shares  to  Mesa's  float.  Moreover,  in 


A  Mesa  A!''';'^es  zc'z 

The  WestAir  deal  could  be  a  big  winner. 


late  May  Mesa  filed  to  sell  1.37  mil- 
lion new  shares.  (The  proceeds  from 
the  offering  would  go  to  paying  down 
debt  of  both  Mesa  and  WestAir. ) 
WTien  it's  all  over.  Mesa  will  wind  up 
with  roughly  10  million  shares. 

The  Mesa/WesL\ir  combination 
makes  good  sense.  Both  have  lucra- 
tive United  Express  affiliations  with 
United  Airlines,  to  whom  they  feed 
passengers.  Mesa  does  this  at  Denver; 
WestAir  at  major  West  Coast  airports. 
Under  Mesa's  guidance,  WestAir  has 
run  in  the  black  since  March. 

WestAir  will  help  Mesa  increase  its 
revenues  to  nearly  S300  million  next 
year  and  could  boost  earnings  sub- 
stantially. Adjusting  for  any  upcom- 
ing dilution.  Mesa  still  should  earn  an 
estimated  SI. 50  a  share  for  the  cur- 
rent fiscal  vear,  ending  Sept.  30,  and 
over  S2  a  share  for  fislal  1993.  With 
these  kinds  of  prospects,  the  stcxk 
may  soon  be  ready  to  take  oft' again. 

Hunt  country 

J.B.  Hunt  Transport  Services,  Inc. 
(sales,  S733  million)  has  become  the 
largest  L'.S.  truckload  carrier  of  gen 
eral  freight.  Now  the  Lowell,  Ark. 


based  company  is  becoming  the  lead- 
ing intermodal  shipper.  Hunt  has 
struck  alliances  with  rail  carriers  Bur- 
lington Northern,  Santa  Fe,  Union 
Pacific  and,  most  recently,  Conrail. 
With  these  partners.  Hunt  will  be  able 
to  offer  shippers  coast-to-coast  seam- 
less interjnodal  ser\ice,  at  premium 
profits  bG:ause  of  lower  overhead. 

Hunt  already  has  begun  to  convert 
its  truck  trailers  into  containers  that 
can  be  used  interchangeably  on  rail- 
road flatcars  or  on  truck  flatbcds. 
Analyst  Ginanne  Long  of 
Littie  Rock's  Stephens  Inc. 
thinks  Hunt's  fast-growing 
intermodal  business  will  ac- 
count for  at  least  SI 50  mil- 
lion  of  its   revenues   this 
year.  Hunt  should  also  be  a 
big  benefician,"  of  increased 
U.S.  Mexican  trade. 

Analyst    Long    projects 

Hunt   will    earn    SI. 05    a 

share  in  1992,  a  breakout 

from  its  1988-91  holding 

pattern   in   the   85-to-93- 

cent  range.  She's  looking 

for  SI. 25  a  share  in  1993. 

Already  this  year  the  o-t-c 

stock  has  bounced  from  around  17 

into  the  mid -20s.  Recent  price:  23%. 

But  even  at  a  rich  19  times  her  1993 

estimate.   Long   thinks   this   is   one 

growth  stock  well  worth  bu\ing  for 

the  long  haul.  There  arc  34.7  million 

shares.  Insiders,  led  by  J.B.  Hunt,  65, 

ow  n  about  63%. 


Cherry  pick 

HERE'S  .\  good  yarn  about  a  company 
with  a  ven.-  thin  public  float:  5255 
million  (estimated  1992  sales)  Chern- 
Corp.  Headquanered  in  Waukcgan, 
III.,  it  manutactures  snap-action  and 
selector  switches,  semiconductor  de- 
uces, and  electronic  data  entr\-  key- 
boards and  displays.  There  arc  only 
about  4.6  million  shares  outstanding, 
about  66%  of  w  hich  are  owned  or 
controlled  by  the  founding  Cherrv' 
family.  That  leaves  just  1.5  million  <^r 
so  shares  to  trade  publicly. 

The  company  is  managing  an  earn- 
ings turnaround  because  last  year  it 
got  out  of  rvvo  mi>nc\  losing  business- 
es, printed  circuit  Kurds  and  electro- 
luminescent displays.  The  move 
should  cut  annual  costs  by  58  million 
pretax,  abt^ut  a  net  SI  per  share. 
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In  May  1991  Chern'  also  sold  as- 
sorted assets  of  the  electrolumines- 
cent business  to  a  new  firm  formed  by 
Walter  Chern,',  its  chairman.  Then,  in 
Januar\',  Cherrv',  75,  resigned  as  boss 
of  Cherrs'  and  was  succeeded  by  his 
son  Peter,  45.  Since  then  Cherry's 
o-t-c-traded  stock  has  stepped  from 
around  8  to  a  recent  17. 

But  even  after  more  than  doubling, 
the  stock  still  sells  for  just  8.5  times 
the  S2  a  share  that  Timothy  Reiland, 
research  director  of  Milwaukee's 
Clean'  Gull  Reiland  &  McDe\itt,  esti- 
mates the  company  will  earn  in  the 
current  fiscal  year,  which  ends  Feb. 
28, 1993.  It  trades  for  an  even  cheap- 
er 7  times  his  S2.50  estimate  for  fiscal 
1994,  beginning  next  March. 

Reiland  thinks  the  stock  will  hit  the 
mid-20s  over  the  next  6  to  12 
months,  making  for  a  roughly  50% 
upside  from  current  levels.  But  re- 
member: The  float  is  thin.  If  you're 
interested,  don't  chase  it. 

Collectible  stock 

Based  in  Westfield,  Mass.,  Stanhome 
Inc.  is  a  S710  million  (sales)  marketer 
of  collectible  giftware,  selling 
,  through  gift  shops  and  \ia  direct  mail. 
«Its  products  include  music  boxes  and 
Precious  Moments  porcelain  figu- 
rines, its  most  popular  line. 

The  company  also  uses  the  "part\' 
plan"  approach  to  sell  household 
products  (mops  and  pesticides,  for 
example)  and  cosmetics  here  and 
overseas.  Stanhome's  third  line  of 
business:  its  small  but  fast-growing 
Hamilton  direct-response  sales  oper- 
ation, which  sells  dolls  and  plates. 

In  1991  the  recession,  a  one-time 
restructuring  charge  and  a  S56  mil- 
lion assessment  resulting  ft-om  a  new- 
interpretation  of  the  sales  tax  in  Italy 
all  combined  to  send  Stanhome's 
earnings  down  13%,  to  S2.21  a  share. 
But  the  company  already  has  begun  to 
regain  its  momentum.  Analyst  John 
VValthausen  of  C.L.  King  &  Asso- 
ciates in  Albany,  N.Y.  estimates  that 
earnings  will  rebound  toS2.55ashare 
this  year  and  rise  to  52.80  in  1993. 

Impressed  also  by  the  absence  of 
long-term  debt  on  Stanhome's 
books,  Walthausen  has  a  buy  on  the 
stock,  which,  at  a  recent  ntse  34%, 
sells  around  its  spring  1991  price. 
There  are  19.8  million  shares.        ^ 
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Catalog  Marketers:  Reach  Affluent 


Mail-Order  Shoppers 
With  The 
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The  Catalog  Connection  is  a 
colorful  new  section  premiering  in 
FORBES  lifestyle  supplement 
FYI. 

Why  is  FYI  an  ideal  showcase 
for  a  section  devoted  to  catalogs? 

FORBES  2.4  million*  readers 
discover  new  travel  spots,  learn 
about  the  latest  sound  systems 
and  get  the  urge  to  update  their 
clothes  and  accessories.  .\nd  with 
a  median  household  income  of 
$127,000**  they  can  afford  to  buy 
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the  things  that  peak  their  interest. 
In  fact,  they're  proven  catalog 
shoppers  —  74%  of  FORBES 
readers  have  recently  purchased 
items  through  mail  order!* 

The  closing  date  for 
The  Catalog  Connection  is  fast 
approaching  —  for  rates  and 
details  call  or  fax: 

LINDA  LOREN 
212-620-2440 
212-620-2472  fax 
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"Sometimes  it  takes 

a  bigger  voice 

to  speak  for 


a  smaller  One. 


If  you  suspect  child  pornography, 
REPORT  IT. 

Call  Toll  Free 
1*800*843*5678 

This  ad  is  sponsored  by  the 
National  Center  for  Missing  and  Exploited  Children 
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AN  OPPORTUNITY  TO  GIVE  YOUR 
FAMILY  SOMETHING  PRICELESS 


Jl  of  US  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres .  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 

•Price  subject  to  change  without  notice 

Forbes  Lake  of  the  O^rks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 
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Name. 


Address 


City/Statc/Zip 
Telephone  ^ 


Obtain  the  Property  Report  required  by  Federal  law 
Opportunity  A  statement  and  offering  statement  has  i 


'tore  signing  anyttiing  No  Ft 
rih  itie  Secretary  of  Stale  of  thi 


_^ _      _  >to(K  nwfiiiriQ  does  ixx  constitute  approval  of  »»««b  Of  !••«•  Of  ollarjof  sale  a 

lease  by  tho  Secretary  of  State  or  Ihaftfie  Secretary  of  Stale  liai.  in  any  way  passed  upon  tfie  menl;.  oi  suoii  ottering  A  copy  ot  ttie  ollenng  stetecnenl  is  avel 
Cristo  Rancfies    NYA88  1 78 


or  phone  816  '438-2801         20Z7  J 

has  ludged  the  ments  of  value,  it  any.  o»  tMs  propoity  iqMl  Credit  and  Moowoq 
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FLASHBACKS 


EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

(FlU)MTHK  ISSUE  OF  JUNK  24,  1922) 

"The  latest  report  of  the  C'ensus 
Bureau  shows  that  the  output  of  pas- 
senger automobiles  in  April  was 
196,512,  representing  an  increase  of 
30%  over  March  and  the  largest  pro- 
duction in  any  month  since  the  com- 
pilation of  the  figures  began.  Produc- 
tion of  trucks  during  April  was  also 
the  largest  for  any  month  reported, 
and  was  13%  greater  than  in  March." 

"The  proposed  tariff  ...  is  admit- 
ted even  by  the  staunchest  support- 
ers of  the  Administration  to  be  an 
impossible  monstrosit)',  calculated 
to  increase  the  cost  of  almost  every- 
thing the  public  has  to  buy,  and  cal- 
culated also  to  prevent  our  Europe- 
an debtors  from  sending  us  any- 
thing on  account." 


George  F.  Baker,  head  of  New  York's 
First  National  Bank,  gave  millions  to 
Columbia,  Cornell,  Dartmouth  and  New 
York's  major  museums,  among  others. 

60  years  ago 

(From  im  issrHOF  Junk  15,  1932) 
"In  1921,  people  were  saying  that 
the  saturation  point  in  electric  current 
consumption  had  been  reached.  We 
hear  the  same  statement  today.  Yet 
between  1921  and  1931  the  demand 
for  electricit)'  increased  150%.  Ten 
years  ago  radio  was  just  beginning; 
today,  television.  In  1922,  electric 
motors  were  coming  into  tiieir  own; 


Time  was  when  $200  a  month  for  life 
sounded  very  much  like  heaven. 


1932  sees  new  markets  opening  up 
for  electric  heat.  In  the  past  decade, 
steel  mills  were  electrified;  in  the  next 
one,  coal  and  oil  will  reap  the  benefits 
of  electrification . ' ' 

"The  German  upset  came  rather 
suddenly  around  the  beginning  of  the 
present  month  with  disagreement  be 
rween  President  von  Hindenburg  and 
ex-Chancellor  Bruening.  It  was  prob- 
ably felt  that  the  Bruening  cabinet 
could  not  continue  with  its  recent 
minorit}'  support,  and  the  result  was 
its  resignation  and  the  retreat  from 
power  of  C'hancellor  Bruening  after 
tNN'o  years  of  stormy  and  dangerous 
maneuvering.  The  first  candidate 
called  to  organize  a  new  cabinet  was 
Lieutenant  C'olonel  von  Papen,  who 
is  an  influential  member  of  the  con- 
servative wing  of  the  Centrist  party." 


50 


years  ago 


(  From  thh  issuk  of  Junk  1 5,  1942) 
"Baldwin  Locomotive's  famous 
'Mikado'  freight  engine,  a  r\pe  first 
built  for  the  Japanese  government 
in  1897,  has  been  rcchristened 
'MacArthur.'  " 

"American  business  leaders,  more 
than  three  to  one,  expect  prosperity' 
rather  than  depression  to  follow  end 
ing  of  the  war.  They  expect,  nine  to 
one,  'serious  interference  with  our 


private  enterprise  system'  after  peace 
returns." 


years  ago 


25 

(From  I f4K  ISM  K OK  Junk  15,  1967) 
"Paul  Cabot,  one  of  the  deans  of 
U.S.  investment  practice,  retired  trea- 
surer of  Harxard  College,  chairman  of 
Boston's  State  Street  Investment 
Corp.  and  a  member  of  the  board  of 
Ford  Motor  (>o.,  is  among  the  skep- 
tics (about  'performance'].  'Imagine 
racing  along  the  edge  of  a  cliff,'  the 
68 -year-old  Cabot  says.  'Next  to  the 
edge,  the  track  is  smoother.  Ten  yards 
inside,  the  path  is  rougher,  but  I'll 
race  inside  any  day.  Maybe  I'll  come 
in  a  little  later,  but  1  won't  be  taking 
such  a  god-awful  risk.'  " 


Forbes  moved  into  its  new  home 
at  New  York's  5th  Avenue 
and  12th  Street  in  mid-1967. 


10  years  ago 

( From thk issik ok  Junk 2 1 ,  1982 ) 
"The  growth  and  success  of  capital- 
ism require  certain  social  conditions. 
They  require  a  certain  tranquilit)'  in 
the  social  order  and  a  certain  neutral - 
it)'  or  weakness  or  permissi\ eness  by 
the  State." 

-Historian  Fcrnand  Braudcl 

"While  tobacco  use  overall  contin- 
ues a  steady  decline  (per  capita  ciga- 
rette consumption  dow  n  5%  over  the 
past  10  years,  cigars  down  56%), 
chew  ing  tobacco  and  snuff  are  ...  up 
22%  over  the  same  decade."  Hi 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


Experts  kill  me. 
Economic  experts,  that  is. 
Corporations,  foundations, 
publications  and^ovemments 
pay  them  by  the  bucketful, 
and  they  fill  buckets  with 
forecasts  that  change  more 
frequently  than  white- 
collar  workers  do  shirts. 
"What  Lies  Ahead"  is  the 
usual  title.  '^'What  Lies'' 
would  often  be  more 
appropriate.  If  women's 
hemlines  changed  as 
rapidly  as  an  economist's 
forecasts,  the  fashion 
people  and  the  textile 
industry  would  be  more 
profitable  than  any  other. 
In  fact,  if  all  the 
country's  economists  were 
laid  end  to  end,  they  still 
wouldn  't  reach  a  conclusion. 


-Malcolm  Forbes 


A  Text ... 

They  that  sow  in  tears 
shall  reap  in  joy.  He 
that  goeth  forth  and 
weepeth,  bearing 
precious  seed,  shall 
doubtless  come  again 
with  rejoicing,  bringing 
his  sheaves  with  him. 
-Psalms  126:5-6 


Sent  in  by  Adina  Wolf,  Kew 
Gardens,  N.Y.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


A  man  in  a  passion  rides 
a  horse  that  runs  away 
with  him. 
-Tho.\l\s  Fuller 

Rage  can  only  with 
difficult)',  and  never 
entirely,  be  brought  under 
the  domination  of  the 
intelligence,  and  therefore 
is  not  susceptible  to  any 
arguments  whatsoever. 

-J.WIES  B.\LD\\1N 

How  much  more  grievous  are 
the  consequences  of  anger 
than  the  causes  of  it. 
-Marcus  Aurelius 

There  is  perhaps  no  phenomenon 
which  contains  so  much 
destructive  feeling  as 
"moral  indignation,"  which 
permits  envy  or  hate  to  be 
acted  out  under  the  guise 
of  virtue. 
-Erich  Fromm 


I 


It  is  easy  to  fly  into  a 
passion — anybody  can  do  that — 
but  to  be  angrv'  with  the  right 
person  to  the  right  extent 
and  at  the  right  time  and 
with  the  right  object  and 
in  the  right  way — that  is 
not  easy,  and  it  is  not 
everyone  who  can  do  it. 
-Aristotle 


Anger  represents  a  certain 
power,  when  a  great  mind, 
prevented  from  executing 
its  own  generous  desires, 
is  moved  by  it. 
-PiETRO  Aretino 

An  exaggeration  is  a  truth 
that  has  lost  its  temper. 

-K\HLIL  GIBR^N 


No  man  can  think  clearly 
when  his  fists  are  clenched. 
-George  Je.\n  N.^than 

Man  is  a  rational  animal  who 
always  loses  his  temper  when  he 
is  called  upon  to  act  in 
accordance  with  the  dictates 
of  reason. 
-Osc  :ar  Wilde 


A  man  that  does  not  know  how 
to  be  angry  does  not  know 
how  to  be  good. 
-Henry  Ward  Beecher 

I  know  of  no  more  disagreeable 
situation  than  to  be  left 
feeling  generally  angr\' 
without  anybody  in  particular 
to  be  angry  at. 
-Frank  Moore  Colby 

Anger  is  never  without  a 
reason,  but  seldom  with 
a  good  one. 
-Bkniamin  Franklin 


Anger  may  be  foolish  and 
absurd,  and  one  may  be 
irritated  when  in  the  wrong; 
but  a  man  never  feels 
outraged  unless  in  some 
respect  he  is  at  bottom  right. 
-Vict6r  Hugo 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  m  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  tO:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


He  owned  and  operated  a 
ferocious  temper. 
-Tho.m.vs  R.  Vb.\rr\ 

A  tart  temper  never 
mellows  with  age,  and 
a  sharp  tongue  is  the 
onI\  edged  tool  that  grows 
keener  with  constant  use. 
-VV.vsHiNGTxw  Irving 


Ihe  si/c  of  a  man  can 
be  measured  by  the  size 
of  the  thing  that  makes 
him  angr\ . 

-J.  KeNHFLO  MORlfV 
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